
 
 

1 |     26 August 2026 https://research.danskebank.com 

 

   

   

 
  Post results | 26 August 2026 

AL Sydbank 
Solid earnings trends, but asset quality weakened 

AL Sydbank delivered a solid report on the income side, with better-than-
expected NII and fee income, while costs were slightly below expectations. 
Loan losses ticked higher and so did the stage 3 ratio, with signs of pressure 
building in different industries. The integration process seems to be going 
well, AL Sydbank retains ample excess capital, and guidance was lifted 
slightly. Due to the deterioration in asset quality, we deem the Q2 report 
slightly credit negative, but we maintain our Overweight recommendation 
as we still see good value in AL Sydbank and remain reassured about the 
bigger picture despite the slight asset quality slip. 

AL Sydbank delivered a Q2 net profit of DKK958m, which is 5% above what the 
company-collected consensus had pencilled in and corresponds to a return 
on equity of 14.6%. The stronger net profit was predominantly caused by 
higher income from AL Sydbank’s own portfolio, though core earnings trends 
also beat consensus. Core NII was almost exactly in line with expectations 
while fee income came in 1% above consensus and costs were 1% below, 
leaving core earnings 2% better than expected. Meanwhile, loan losses ticked 
up to DKK94m (consensus: DKK73m), which corresponds to an annualised 
loan loss ratio of 26bp (with the PMA buffer unchanged). AL Sydbank ascribes 
the higher loan losses to ‘other industries’ while impairments within the 
agricultural sector were negligible during the quarter, but AL Sydbank 
stresses the challenges faced by Danish pig farmers, which are struggling 
with all-time low settlement prices, and states that this could lead to 
increased impairments in the long run. Mirroring the uptick in the loan losses, 
the stage 3 ratio rose 34bp to 2.65%. As Sydbank does not provide a detailed 
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DKKm Q2 25 Q1 26 Q2 26 q/ q y/ y

Core net interest income 899 1,685 1,728 3% 92%

Core commission and other 736 1,240 1,268 2% 72%

Total core income 1,635 2,925 2,996 2% 83%

Trading income 63 80 105 31% 67%

Total income 1,698 3,005 3,101 3% 83%

Expenses, core operations -884 -1,755 -1,732 -1% 96%

Core earnings before loan losses 814 1,250 1,369 10% 68%

Loan loss provisions -62 -57 -94 65% 52%

Core earnings 751 1,170 1,264 8% 68%

Net profit after tax 567 803 958 19% 69%

Lending to general public 84,749 144,575 145,952 1% 72%

Ra tios Q2 25 Q1 26 Q2 26 q/ q y/ y

Net interest margin 2.29% 2.52% 2.63% 0.11pp 0.34pp

Loan loss ratio  (ann.) 0.24% 0.14% 0.26% 0.12pp 0.02pp

Problem loans/Total loans 2.14% 2.31% 2.65% 0.34pp 0.51pp

Common equity Tier-1 ratio  (Basel III) 16.7% 15.7% 16.0% 0.30pp -0.70pp

Source: Company data, Danske Bank Credit  Research
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breakdown of its stage composition across sectors for each quarter, we 
cannot get much insight into the driver of the stage 3 ratio.  

However, from pillar 3 disclosures (which we get only bi-annually), we can see 
that the sector-wise NPL ratios have risen particularly within ‘electricity, gas 
etc’ and ‘transportation and storage’. Agriculture has also seen a notable rise 
in the NPL ratio, but the development is harder to discern as there has been a 
marked denominator effect from a decline in aggregate lending to the sector. 
Pig farming comprises c.DKK1.3bn worth of loans (and used to comprise 
c.DKK500m prior to the merger) and from that perspective, we believe AL 
Sydbank has various buffers it could use to ease the earnings blow from 
potential challenges in this segment (AL Sydbank included a management 
overlay of DKK485m when it took over the former AL/VB loan book, which in 
principle could be released).  

As for the integration process, AL Sydbank states it has reduced the branch 
count by 52 during H1 and does not expect further branch reductions in the 
near term. Meanwhile it has achieved cost synergies of DKK175m during H1 
and reduced the FTE count by 343 (8%) relative to end-2025. 

The CET1 ratio inched up to 16.0% (Q1: 15.7%), which compares to a 
regulatory requirement of 11.8% and a target of 14.5%. Hence, AL Sydbank 
maintains ample buffers towards both the regulatory requirement and its 
own target.  

On funding, AL Sydbank seems well-covered on both the total MREL and the 
subordination requirements, with buffers towards its regulatory 
requirements of DKK11.3/14.9bn. With AL Sydbank only having around 
DKK4.7bn worth of upcoming SNP calls during the next couple of quarters 
(including a EUR500m SNP up for call on 30 September, which was refinanced 
in May), we do not expect AL Sydbank to come to the market in EUR in the short 
to medium term.  

AL Sydbank made a slight upward adjustment to its FY2026 guidance, now 
expecting net profits to be ‘at the top half’ of its previous guidance range of 
DKK3.5-4.0bn. Though H2 net profits so far amount to ‘only’ DKK1,761m, it 
should be noted that DKK277m worth of integration costs have been booked 
and while AL Sydbank will likely continue to book integration quarters in H2, it 
appears these have probably been somewhat front-loaded. However, AL 
Sydbank also stresses in connection with the outlook that this is subject to pig 
settlement prices. 

Recommendation 

AL Sydbank’s EUR SNPs have generally tightened 12bp over the past three 
months, which is largely in line with its Nordic peer banks. Meanwhile, AL 
Sydbank remains slightly wider than peers – especially for the short-dated 
SNPs – with the call Mar-28 (originally issued by the former AL entity) 
especially wide. This is despite AL Sydbank’s SNPs being more highly rated 
than the average among its Nordic peers. Hence, we continue to view AL 
Sydbank as attractively priced and maintain our Overweight 
recommendation.  
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Nordic banks EUR senior non-preferred 

 
Source: Bloomberg, Danske Bank Credit Research 
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Company summary 

 

Company description  Lending breakdown, segments 

 

 

 

Key credit strengths  Key credit challenges 

• Robust capitalisation and restored asset quality 
• Sound funding structure and liquidity profile 

 • Risk to asset quality stemming from corporate and SME oriented 
loan book. 

• Downside risk to profitability from lower interest rates 

Debt maturity profile  Main shareholders 

 

 

 

Selected outstanding bonds  Relative valuation 

 

 

 

Rating migration  

 

 

Source: Company data, Bloomberg, Danske Bank Credit Research [all charts and tables] 
 

Sydbank is a full-service Danish bank with a nationwide presence and a small 

international exposure. Measured by the loan book, Sydbank is Denmark’s fourth-

largest bank. Around 67% of its business volume is in Jutland. The bank 

operates through about 62 branches in Denmark and three in Germany. Its main 

business areas are Banking Activities, Sydbank Markets, Asset Management and 

Others. In addition, Sydbank has strategic ownership in Bankdata (IT services) 

and Bankinvest (asset management). Mortgage lending is issued in strategic 

partnership with Totalkredit/Nykredit and DLR, while life insurance is offered in co-

operation with Topdanmark and PFA.
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Summary table 

 

Source: Company data, Danske Bank Credit Research  

 

Income statement (DKKm) 2021 2022 2023 2024 2025
Net interest income 1,927 2,599 4,467 4,308 3,888
Net fees and commissions income 2,300 2,352 2,185 2,390 2,713
Net gains/losses on items at fair value 474 386 737 714 709
Other income 49 54 44 136 201
Total income 4,750 5,391 7,433 7,548 7,511
Personnel expenses 3,237 2,931 3,024 3,181 3,683
Total expenses 3,408 3,090 3,186 3,360 4,783
Pre-provisions profits 1,342 2,301 4,247 4,188 2,728
Loan losses and provisions -415 -96 -27 595 311
Operating profits 1,757 2,397 4,274 3,593 2,417
Non-recurring items 0 0 0 0 0
Pre-tax profits 1,764 2,405 4,281 3,645 2,474
Taxes 353 504 939 883 581
Net profits 1,411 1,901 3,342 2,762 1,893
Adjusted net profits 1,411 1,901 3,342 2,762 1,893
Dividend 701 947 1,668 1,668 2,145
Balance sheet (DKKm) 2021 2022 2023 2024 2025
Due from central banks & credit institutions 22,311 30,093 24,785 17,222 33,587
Lending to general public 83,959 84,423 91,278 106,376 161,916
Loan loss reserve 1,974 1,929 1,899 2,188 2,466
Securities 31,493 33,617 37,637 34,784 75,484
Earning assets 132,424 140,164 147,341 155,466 253,132
Other assets 6,427 8,831 6,803 6,202 8,562
Total assets 168,185 179,318 185,101 193,669 341,950
Deposits from general public 93,877 107,501 111,651 116,672 209,345
Issued securities including covered bonds 13,313 13,242 11,161 11,175 21,474
Insurance liabilities 22,180 20,597 22,903 27,005 48,297
Subordinated debt ex. additional Tier-1 debt 1,858 1,115 1,118 2,142 3,465
Additional Tier-1 debt (AT1) 757 757 759 760 1,845
Equity 12,413 13,185 14,950 14,982 35,759
Risk exposure amount 57,415 60,472 61,896 65,214 138,017
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Summary table 

 

Source: Company data, Danske Bank Credit Research  

 

Ratios (DKKm) 2021 2022 2023 2024 2025
Lending growth 7.4% 0.6% 8.1% 16.5% 52.2%
Net interest margin 1.46% 1.91% 3.11% 2.85% 1.90%
Recurring earnings power 2.4% 3.9% 6.9% 6.6% 2.7%
Return on average assets (before tax) 1.1% 1.4% 2.3% 1.9% 0.9%
Return on average equity (before tax) 14.6% 18.8% 30.4% 24.4% 9.8%
Return on average equity (after tax) 11.7% 14.9% 23.8% 18.5% 7.5%
Cost/income-ratio 71.7% 57.3% 42.9% 44.5% 63.7%
Loan loss ratio -0.51% -0.11% -0.03% 0.60% 0.23%
Problem loans/total loans 1.28% 1.37% 1.22% 1.44% 2.07%
Loan loss reserves/problem loans 180% 163% 167% 140% 73%
Loan losses/pre-provisions profits -30.9% -4.2% -0.6% 14.2% 11.4%
Average customer deposits/average total funding 82% 82% 85% 85% 86%
Market funds/total funding 20% 16% 15% 15% 13%
Average net customer lending/average customer deposits 117% 120% 125% 116% 122%
Payout ratio 50% 50% 50% 60% 113%
Common equity Tier-1 ratio (CET1) 19.3% 18.6% 20.1% 19.0% 17.1%
Core capital ratio (Tier-1) 19.3% 18.6% 20.1% 19.0% 17.1%
Total capital ratio 22.8% 19.6% 21.1% 21.4% 20.5%
Leverage Ratio (reported) 0.0% 0.0% 0.0% 0.0% 0.0%
Quarterly overview (DKKm) Q2 25 Q3 25 Q4 25 Q1 26 Q2 26
Net interest income 896 881 1,186 1,608 1,690
Net fees and commissions income 616 636 824 1,042 1,035
Net gains/losses on items at fair value 84 236 179 243 273
Total income 1,709 1,762 2,257 2,958 3,216
Total expenses 895 821 2,171 1,898 1,870
Pre-provisions profits 814 941 86 1,060 1,346
Loan losses and provisions 62 18 196 57 94
Net profit 567 710 -29 803 958
Lending to general public 104,420 105,185 161,916 163,004 166,441
Risk exposure amount 65,120 64,833 138,017 134,480 135,584
Ratios:
Net interest margin 2.29% 2.22% 2.31% 2.52% 2.63%
Loan loss ratio 0.24% 0.07% 0.59% 0.14% 0.23%
Problem loans/total loans 1.70% 1.64% 2.07% 2.02% 2.29%
Cost/income-ratio 52.4% 46.6% 96.2% 64.2% 58.1%
Common equity Tier-1 ratio (CET1) 16.7% 17.3% 15.8% 15.7% 16.0%
Total capital ratio 21.5% 21.1% 19.2% 19.1% 19.5%
Leverage ratio (reported) 0.0% 0.0% 0.0% 0.0% 0.0%
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This research report has been prepared by Credit Research, a division of Danske Bank A/S (‘Danske Bank’). The authors of this research report are Mark Elving Naur and 
Oscar Christian Dahl Pedersen. 

Analyst certification 

Each research analyst responsible for the content of this research report certifies that the views expressed in the research report accurately reflect the research analyst’s 
personal view about the financial instruments and issuers covered by the research report. Each responsible research analyst further certifies that no part of the compensation 
of the research analyst was, is or will be, directly or indirectly, related to the specific recommendations expressed in the research report. 

Regulation 

Danske Bank is authorised and regulated by the Danish Financial Services Authority (Finanstilsynet). Danske Bank is authorise d by the Prudential Regulation Authority 
in the UK and subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of our 
regulation by the Prudential Regulation Authority are available from us on request.  

Danske Bank’s research reports are prepared in accordance with the recommendations of Capital Market Denmark . 

Danske Bank is not registered as a Credit Rating Agency pursuant to the CRA Regulation (Regulation (EC) no. 1060/2009), hence  Danske Bank does not comply with, or 
seek to comply with, the requirements applicable to Credit Rating Agencies.  

Conflicts of interest 

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high-quality research based on research objectivity and independence. 
These procedures are documented in Danske Bank’s research policies. Employees within Danske Bank’s Research Departments have been instructed that any request that 
might impair the objectivity and independence of research shall be referred to Research Management and the Compliance Department. Danske Bank’s Research Departments 
are physically separated from other business areas within Danske Bank and surrounded by arrangements (Chinese Walls) to restrict the flows of sensitive information. 

Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes investment banking revenues, but do not receive bonuses or other 
remuneration linked to specific corporate finance or debt capital transactions. 

Danske Bank, its affiliates, subsidiaries and staff may perform services for or solicit business from AL Sydbank and may hold long or short positions in, or otherwise be interested 
in, the financial instruments mentioned in this research report. The Equity and Corporate Bonds analysts of Danske Bank and persons in other departments of Danske Bank with 
which the relevant analysts have close links are not permitted to invest in 1) financial instruments that are covered by the relevant Equity or Corporate Bonds analyst and 2) the 
research sector within the geographical area (the Nordics) to which the analyst is linked. 

Danske Bank, its affiliates and subsidiaries are engaged in commercial banking, securities underwriting, dealing, trading, br okerage, investment management, 
investment banking, custody and other financial services activities, may be a lender to AL Sydbank and have whatever rights as are available to a creditor under 
applicable law and the applicable loan and credit agreements. At any time, Danske Bank, its affiliates and subsidiaries may have credit or other information regarding AL 
Sydbank that is not available to or may not be used by the personnel responsible for the preparation of this report, which might affect the analysis and opinions expressed 
in this research report. 

Danske Bank is a market maker and a liquidity provider and may hold positions in the financial instruments of the issuer(s) mentioned in this research report. 
Within the previous 12 months, Danske Bank has acted as Joint Bookrunner of a public offer of credit bonds for AL Sydbank  and as Joint Lead Manager of a public offer 
of credit bonds for AL Sydbank. 
As an investment bank, Danske Bank, its affiliates and subsidiaries provide a variety of financial services, including investment banking services. It is possible that Danske 
Bank and/or its affiliates and/or its subsidiaries might seek to become engaged to provide such services to AL Sydbank in the next three months.  
Danske Bank has made no agreement with AL Sydbank to write this research report. No parts of this research report have been disclosed to AL Sydbank. No 
recommendations or opinions have been disclosed to AL Sydbank and no amendments have accordingly been made to the same before  dissemination of the research 
report. 

Risk warning 

Major risks connected with recommendations or opinions in this research report, including a sensitivity analysis of relevant assumptions, are stated throughout the text.  

Expected updates 

Issuer research reports will be updated at least quarterly following results announcements and in response to credit updates arising from issuer news, ad hoc credit 
publications or sector thematic research. 

Completion and first dissemination 

The completion date and time in this research report mean the date and time when the author hands over the final version of t he research report to Danske Bank’s 
editing function for legal review and editing. 

The date and time of first dissemination mean the date and estimated time of the first dissemination of this research report.  The estimated time may deviate up to 15 
minutes from the effective dissemination time due to technical limitations. 

See the back page of this research report for the date and time of first dissemination.  

Financial models, valuation and/or methodology used in this research report  

Calculations and presentations in this research report are based on standard econometric tools and methodology as well as publicly available statistics for each 
individual security, issuer and/or country. 

We base our bond valuation conclusion on an estimation of a fair business and financial risk profile of the issuing entity. By combining these risk profiles with market 
technical and bond-specific issues such as documentation and structuring, we arrive at an overall bond risk profile. We compare the bond spread to those of peers with 
similar risk profiles and against this background we estimate whether the bond is attractively priced in the market. We expre ss this view with either an Overweight, 
Marketweight or Underweight recommendation. This signals our opinion of the bond’s performance potential compared with releva nt peers in the coming six months. 

More information about the valuation and/or methodology and the underlying assumptions is accessible via https://danskeci.com/ci/research/disclosures-and-
disclaimers. Select Credit Research Methodology. 

https://danskeci.com/ci/research/disclosures-and-disclaimers
https://danskeci.com/ci/research/disclosures-and-disclaimers
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Recommendation structure 

Investment recommendations are based on the expected development in the credit profile as well as relative value compared with the sector and peers.  

As at 30 June 2026, Danske Bank Credit Research had investment recommendations on 189 corporate bond issuers. The distribution of recommendations is 
represented in the distribution of recommendations column below. The proportion of issuers corresponding to each of the recommendation categories above to which 
Danske Bank provided investment banking services in the previous 12 months ending 30 June 2026 is shown below. 

 
Rating 

 
Anticipated performance 

Time 
horizon 

Distribution of 
recommendations 

Investment banking 
relationships 

Overweight Outperformance relative to peer group 6 months 26% 50% 

Marketweight Performance in line with peer group 6 months 60% 62% 

Underweight Underperformance relative to peer group 6 months 13% 44% 

 

 

 

Validity time period 

This communication and the communications in the list referred to below are valid until the earlier of (a) dissemination of a  superseding communication by the author, 
or (b) significant changes in circumstances following its dissemination, including events relating to the market or the issuer, which can influence the price of the issuer 
or financial instrument. 

Investment recommendations disseminated in the preceding 12-month period 

A list of previous investment recommendations disseminated by the lead analyst(s) of this research report in the preceding 12-month period can be found at 
https://danskeci.com/ci/research/disclosures-and-disclaimers. Select Credit Research recommendation history – Recommendation history. 

Other previous investment recommendations disseminated by Danske Bank Credit Research are also available in the database. 
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been taken to ensure that its contents are not untrue or misleading, no representation or warranty, express or implied, is ma de as to, and no reliance should be placed 
on, the fairness, accuracy, completeness or reasonableness of the information, opinions and projections contained in this research repo rt and Danske Bank A/S, its 
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research report. The opinions expressed herein are the opinions of the research analysts and reflect their opinion as of the date hereof. These opinions are subject to 
change and Danske Bank A/S does not undertake to notify any recipient of this research report of any such change nor of any other changes r elated to the information 
provided in this research report. This research report has been prepared for professional clients. Distri bution of research reports containing investment 
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case basis, that the client possesses the necessary financial knowledge and experience to understand the complexities and risks involved. Under no circumstances may 
this report be distributed to individual investors in the United States. This research report is protected by copyright and i s intended solely for the designated addressee. 
It may not be reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank A/S’s prio r written consent. 

Disclaimer related to distribution in the United States 
This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets Inc., a U.S. registered broker -dealer and subsidiary of 
Danske Bank A/S, pursuant to SEC Rule 15a-6 and related interpretations issued by the U.S. Securities and Exchange Commission. The research report is intended for 
distribution in the United States solely to ‘U.S. institutional investors’ as defined in SEC Rule 15a-6. Danske Markets Inc. accepts responsibility for this research report in 
connection with distribution in the United States solely to ‘U.S. institutional investors’ . 

Danske Bank A/S is not subject to U.S. rules with regard to the preparation of research reports and the independence of research analysts. In addition, the research 
analysts of Danske Bank A/S who have prepared this research report are not registered or qualified as research analysts with the N ew York Stock Exchange or Financial 
Industry Regulatory Authority but satisfy the applicable requirements of a non-U.S. jurisdiction. 

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial Instrument may do s o only by contacting Danske Markets Inc. 
directly and should be aware that investing in non-U.S. financial instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be registered 
with the U.S. Securities and Exchange Commission and may not be subject to the reporting and auditing standards of the U.S. S ecurities and Exchange Commission. 

Disclaimer related to distribution in the United Kingdom 
In the United Kingdom, this document is for distribution only to (I) persons who have professional experience in matters rela ting to investments falling within article 19(5) 
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the ‘Order’); (II) high net worth entities falling within article 49(2)(a) to (d) of the Order; 
or (III) persons who are an elective professional client or a per se professional client under Chapter 3 of the FCA Conduct o f Business Sourcebook (all such persons 

Changes to recommendation in the past 12 months:

Date Old rec. New rec.

11 Jun 2026 No recommendation Overweight

21 May 2026 Overweight No recommendation

6 May 2026 Marketweight Overweight

https://danskeci.com/ci/research/disclosures-and-disclaimers


 
 

10 |     26 August 2026 https://research.danskebank.com 

 

   

   

together being referred to as ‘Relevant Persons’). In the United Kingdom, this document is directed only at Relevant Persons, and other persons should not act or rely on 
this document or any of its contents. 

Disclaimer related to distribution in the European Economic Area 
This document is being distributed to and is directed only at persons in member states of the European Economic Area (‘EEA’) who are ‘Qualified Investors’ within the 
meaning of Article 2(e) of the Prospectus Regulation (Regulation (EU) 2017/1129) (‘Qualified Investors’). Any person in the EEA who receives this document will be deemed 
to have represented and agreed that it is a Qualified Investor. Any such recipient will also be deemed to have represented an d agreed that it has not received this 
document on behalf of persons in the EEA other than Qualified Investors or persons in the UK and member states (where equivalent legislat ion exists) for whom the 
investor has authority to make decisions on a wholly discretionary basis. Danske Bank A/S will rely on the truth and accuracy of the foregoing representations and 
agreements. Any person in the EEA who is not a Qualified Investor should not act or rely on this document or any of its conte nts. 

Report completed: 26 August 2026 at 14:06 CET 
Report disseminated: 26 August 2026 at 15:00 CET 
 


