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Sector 3Q19 Preview: First debt register datapoint!

Regulatory uncertainty hitting Sbanken — neutral systemic risk buffer effect in most consumer banks

We make some minor adjustments to our estimates in front of 3Q but, although we still expect negative datapoints from
the debt register, we are also a bit puzzled over the lack of negative newsflow so far. Our base case is still that the debt
register will (i) medium-term hike loan losses but also (ii) de-risk the consumer market - partly in 3Q and fully after 4Q and
that (iii) the reduced growth will open up for attractive dividends in NOFl and KOMP. Our average dividend yield in 19e and
20e are 8.5% in the two banks.

* Consumer banks — 1%t debt register datapoint in 3Q!

In 2Q we saw a divergent pattern emerge in the consumer segment. Lending growth in the Norwegian banks was
negative while the Swedish banks reported growth even when adjusting for FX changes in Norway. Going forward we
find it likely that the Nordic reciprocity in the proposed NFSA systemic risk buffer, from 3.0% to 4.5%, partly will level the
playing field (if approved). Broadly we expect 3Q19e earnings to dock in at the same levels as 1Q/2Q as loan losses are
expected to stay at elevated levels (~3.5%). In 2020e we see a 3.9% level driven by an assumed ‘debt register clean up
effect’. We see quarterly segment ROE in the 4.2-23.4% range.

* SBANK, PARB, MM and BANK2 — CRD IV: PARB regulatory winner and Sbanken ‘in the other end’?

CRD IV, to be implemented in Norway from 2020, will hike the CET1 ratios by (i) lowering the RWA floor to 72.5% in the
IRB banks and (ii) the SME discount for all banks. The hiked systemic risk buffer is NFSA/MoF’s countermeasure to
neutralize those positive CRDIV effects. However, if implemented, we see a product distortion issue benefitting the IRB
banks in the mortgage area. Furthermore, Sbanken stands to loose on both; (i) the hiked systemic risk buffer and (ii) the
latter mentioned product twist. Pareto Bank will on the other hand also see their requirement increase 1.5% to ~17.7%
in 21. However, we expect the SME discount to more than counterweigh at estimated 2.0-3.0% (1% in phase 1 and 1-2%
in phase2?). Net effect in latter bank should be a 1.5% hiked CET1 ratio and even though we expect the NFSA to adjust
by e.g. ‘recommending’ a higher management buffer the overall effect should be a positive one.

* Pareto Bank the regulatory CRD IV winner and the consumer market de-risked after 4Q?

With the Sampo/ Nordic Capital transaction a floor has been established in the NOFI share price (at NOK68). Adding a
de-risked marked after debt register and regulations we continue to find a significant upside in NOFI and KOMP among

the consumer banks. We also find risk/reward in Pareto Bank attractive at 20e P/E of 5.7 and P/B of 0.79. 2



Opt for NOFI, KOMP and PARB - regulatory headwind in Sbanken

IFRS9 uncertainty in Instabank and Easybank

Valuation overview, SB1M covered banks

SpareBank

Summary table

NOFI KOMP BRA INSTA EASY SBANK PARB BATO MM
Share price today 78.00 10.00 1.20 1.00 8.50 66.00 38.00 7.00 108.00
Target price 110.00 18.00 1.40 1.70 15.00 73.00 60.00 12.00 115.00
Upside potential 41% 80% 17% 70% 76% 11% 58% 71% 6%
Recommendation Buy Buy Neutral Buy Buy Neutral Buy Buy Buy
2020e metrics
EPS 9.71 1.75 0.10 0.10 1.46 7.49 6.62 1.07 13.99
Div 9.71 1.40 0.00 0.01 0.29 1.87 2.98 0.27 0.00
Div. yield 124 % 14.0 % 0.0% 1.0% 34% 28 % 7.8 % 3.8% 0.0%
CET1 22.3 % 246 % | 188% | 222% i 232% { 160% | 17.6 % 21.8 % 21.2 %
Valuation (20e)
P/E 8.0x 5.7x 12.5x 9.8x 5.8x 8.8x 5.7x 6.6x 7.7x
P/B 1.50x 0.83x 0.66x 0.56x 0.63x 1.06x 0.79x 0.98x 0.80x
RoE 19.7 % 154 % 54 % 59% 115% ¢ 12.7% ¢ 145% 158 % 11.4 %
Valuation (20e) at target
P/E 11.3x 10.3x 14.6x 16.7x 10.3x 9.7x 9.1x 11.3x 8.2x
P/B 2.12x 1.49x 0.77x 0.95x 1.12x 1.18x 1.25x 1.68x 0.85x
RoE 19.7 % 154 % 54 % 59% 115% ¢ 127% ¢ 145% 158 % 11.4 %

Source: Reuters, company, SB1 Markets
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3Q19 - avg. losses at 3.5% and 0.3% in consumer and other respectively

Volume down in consumer segment but more steady state in Sbank, Pareto, MM and Bank2

Quarterly preview table

3Q19e
Consumer niche banks Niche banks
Rep. ccy NOFI KOMP BRA INSTA EASY SBANK PARB BATO MM
Net interest income 1186.9 281.9 90.6 62.2 71.2 372.9 172.4 63.0 49
Net commission income 85.0 22.6 4.2 -3.8 -2.2 70.2 2.6 -0.1 0.2
Net financial income 4.0 0.3 0.2 15 1.3 1.2 0.7 2.0 0.1
Net other income 0.0 0.0 0.0 0.0 0.1 0.0 0.1 13.5 0.0
Total operating income 12759 304.8 94.9 59.9 70.4 4443 175.8 78.5 5.1
Total operating expenses 320.0 106.9 50.0 29.2 20.5 170.4 35.2 35.4 1.9
Profit before credit losses 955.9 197.9 449 30.7 50.0 273.9 140.6 43.1 3.2
Loan losses 333.9 77.4 34.0 15.8 26.2 29.0 7.8 4.3 0.3
Gains/loss fin. assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Operating profit 622.1 120.5 10.9 149 23.7 244.9 132.8 38.7 3.0
Tax 149.3 28.9 2.6 3.6 5.7 58.8 319 9.3 0.7
ENet profit 472.8 91.6 8.3 113 18.0 178.0 100.9 29.3 2.2
Key operational ratios NOFI KOMP BRA INSTA EASY SBANK PARB BATO MM
c/l 251% 35.1% 52.7% 48.8% 29.0% 38.4% 20.0% 45.1% 36.5%
Loan losses, % 3.4% 3.8% 30% 2.4 % 3.8% 0.1% 02% 04 % 03%
EPS 2.53 0.50 0.02 0.03 0.38 1.67 1.44 0.24 0.28
ROE 234% 205% 4.2 % 83% 133% 120% 140% 154 % 8.5 %
CET1 204% 212% 199% 215% 208% 154% 179% 203 % 282%
Key valuation ratios NOFI KOMP BRA INSTA EASY SBANK PARB BATO MM
Share price, (NOKm) 78.0 10.0 1.2 1.0 8.5 66.0 38.0 7.0 108.0
Nr. of shares 186.8 182.2 4853 332.6 47.4 106.6 69.9 1243 8.2
M.cap. (NOKm) 14,567 1,822 582 333 403 7,035 2,654 870 882

Source: Company reports, SB1 Markets 4
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Niche: KOMP first consumer bank out 23t of October

Sbanken last the 14t of november

Financial calendar niche banks —3Q 2019 reporting dates

Institution Date
SEB 23.10.2018 =Niche banks
Sampo 07.10.2019
Tryg 10.10.2019
Swed 22.10.2019
Storebrand 23.10.2019
Komplett Bank 23.10.2019
Danske 23.10.2019
TFbank 24.10.2019
Pareto Bank 24.10.2019
DNB 24.10.2019
SHB 24.10.2019
NDA 24.10.2019
Axactor 25.10.2019
Protector 25.10.2019
Gjensidige 25.10.2019
Instabank 28.10.2019
Resursbank 29.10.2019
BRAbank 29.10.2019
Bank Norwegian 30.10.2019
Easybank 31.10.2019
MyBank 01.11.2019
Bank2 01.11.2019
Insr 13.11.2019
Sbanken 14.11.2019
B2H 22.11.2019

Source: Company, SB1 Markets
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Regulatory themes: (i) CRD 4 and (ii) proposed tighter regulations from NFSA

Loan-to-income down to 4.5x from 5.0x?

(A) CRD 4 (B) NFSA proposal — tighter regulations if approved
* The overall theme is regulatory harmonization in Europe. In the NFSA proposal out September 2019:

regulations the Norwegian 80% Basel floor is removed or de facto

lowered to 72.5% in 2022. * Maximum LTI ratio reduced from 5x to 4.5x times gross annual

income (applicable for all loans, secured and unsecured)
Norwegian adaptation (adjustment):
* Flexibility quota down to 5% from 10% today (and 8% in Oslo).
* Proposal from MoF with the intention to neutralize the positive
CRD 4 effects for the IRB banks: * The FSA proposes to abolish the geographical differentiation of

the maximum loan-to-value ratio for secondary housing currentl
» Hiked systemic risk buffer (from 3.0% to 4.5%) at max. 40% LTV in Oslo y 8 y

* Nordic reciprocity: Systemic risk buffer to apply to foreign banks

Central Bank opposes proposal and says; «current regulations
operations in Norway. Decision expected in 4Q19 PP prop Y 8

adequate”

* Net effects post adaptation: Decision expected in 4Q19

» MoF likely to ‘water out’ the effect for the standard method
banks? Regardless, we will see a ‘product distortion effect’
significantly benefitting IRB banks in mortgage segment

» Pareto Bank — SME discount 1% in 1st phase and 1.5-2.0% in
phase 2? Combined 2.5-3.0% (?) more than offsetting 1.5%
higher systemic risk buffer.

» Sbanken - CET1 req. to increase from 14.7% to 16.2% without
significant SME discount and floor removal. Not IRB hence
mortgage disadvantage!

» Nordic reciprocity: Lower competition from Swedish banks in
consumer segment if reciprocity approved (which is thr most
likely scenario)

» More competition for commercial loans?
Source: SB1M, NFSA, MoF, BIS 7
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(A) CRD 4: Negative for Sbank and positive for PARB
Consumer banks must have >30% of exposure outside Norway to get positive syst. risk effect

Estimated combined effect of CRD regulations with assumed Norwegian adaptations

CRD IV overview including hiked systemic risk buffer (Norwegian adaptation)
Regionals Niche
DNB IRB Standard Consumer  Sbanken Pareto Bank

CRD IV Floor
SME discount

Norwegian adaptation Systemic risk buffer _ _ (A)
Combined effect (B) (B) (B)

Example (A): Systemic risk for consumer bank with >30% of operations outside Norway

Now CRD IV
Example %, lending Systemicrisk Weighted Systemicrisk Weighted Net effect
Norway 50.0% 3.0% 4.5% 2.3%
Outside Norway 50.0% 1.0% 0.5%
100.0% 3.0% 2.8% -0.3%

Example (B): Product distortion effect - negative for standard banks (example below 5 NOKm loan)

IRB Standard
NOKm Now CRD IV Now CRD IV
Risk weight 40% 21% 35% 35%
CET1 req. 15% 17% 15% 17%
RWA, loan 2.00 1.05 1.75 1.75
CET1 eq., loan 0.30 0.18 0.26 0.30
Net profit to reach 12% ROE 0.05 0.03 0.04 0.05

Implied margin 0.96% _ 0.57% 0.84% 0 0.95%

Source: MoF, NFSA, company reports, SB1 Markets 8
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(A) CRD 4: (i) Nordic consumer CET1 req.’s more even (ii) SME discount
Norway to implement EU capital framework (CRR/CRD V)

CET1 capital requirements, Norway vs. Sweden

25% A
20%
15% -
10% -

143 %

5% -

0% A

NOFI | KOMP NOFI | KOMP Avida Nordax Avida | Nordax Now | 2le
Now 2le Now 2le PARB SBANK

Norway Sweden Norway

Consumer Commercial

Source: Company reports, SB1 Markets 9
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(A) CRD 4: IRB banks get mortgage advantage
... but standard banks advantages in high risk corporate segments

CRD IV - BIS

Exposures to general corporates

Risk weights injurisdfctions where the ratings approach is permitted

External rating of AAA to AA- A+ to A- BBB+ to BB+ to BB- Below BB- Unrated
counterparty BBB-
Risk weight 20% 50% 75% 100% 150% 100% or
85% if corporate
SME

Residential real estate exposures

LTV bands Below 50% to | 60% to 70% to | 80% to | 90% to above Criteria not met

50% 60% 70% 80% 90% 100% 100%
General RRE
Whole loan o

X % 309 % % 9

approach RW 20% 25% 30% 40% 50% 70% RW of counterparty
Loan-splitting o
approach? RW 20% RW of counterparty RW of counterparty
Income-producing residential real estate (IPRRE)
Whele loan 30% 35% 45% 60% 75% 105% 150%
approach RW

Source: Company reports, SB1 Markets 10



(A) CRD 4: IRB banks get mortgage advantage

Standard banks get regulatory advantage in loan with high risk weights

DNB volume and risk weights per segment

250

(a) IRB —
mortgage risk
weights from
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~20%
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Source: SB1M, NFSA, MoF, BIS, DNB, Sparebanken Vest
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Risk weight floor Equity Margin

= e = Retail,

9.3%
14.1%
23.8%
37.0%
53.9%
74.1%

103.2%
138.2%
164.8%

= T IommogonOw

20%
20%
24%
37%
54%
74%
103%
138%
165%

Figures form Sparebanken Vest (retail)

Early movers:

0.10
0.10
0.12
0.19
0.27
0.37
0.52
0.69
0.83

* Bulder Bank (but only 25bp spread from low to high LTV)

* Danske Bank (Sweden - ~40bp spread)

0.53%
0.53%
0.64%
0.99%
1.44%
1.98%
2.76%
3.69%
4.40%

11
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(B) NFSA: 18% of all new loans in 4.5-5.0 range (2018)

.. but 39% Oslo loans have LTI>4.5 — hence Oslo property market more exposed to regulations

New loans per year per LTI

12

0

oe]

(8)]

1N

N

SB1M view:

NFSA proposal too
conservative hence not
likely with ‘full

implementation’ /

mam 2018

Source: Company reports, SB1 Markets Loan-to-income (LTl) 12
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Stricker amortization rules in Sweden in 2017/2018 lowered house prices

Sweden implemented increased down payments for loans with LTI>4.5x in 2018 (2017 proposal)

Swedish market adaptation post change House prices in Stockholm down 10-15%
10. Fordelning av skuldkvoter bland nya Sweden - Apartment prices in selected cities*
bolanetagare *Bostadsratter. Oslo all dwellings
EA N 135 7
' Oslo
-
30 p=20 {30 60 Gothenburg
2018: /
Pkte avdrag (+1pp)
for boliglan med Y
25 F | gjeldsgfad over 4.5X 125 50 Hakir
inntekt
!
0t 120 40 Sweden
Medium
cities
15t 115 30
Wt Faerre lantagere 100 20
ks med |an over 4.5X Stockholm
ek inntekt i 2018.
B 1% 10 May 2017 Mar 2018
Swedish FSA Stricter amortization
A A proposes stricter rules in Sweden
00 - ) ] 00 amortization ruels take force
0 50 100 150 200 250 300 350 400 450 500 550 600 650 700 750 >800 0
Skuldkvot (bolan), bruttoinkomst 2014 2015 2016 2017 2018 2019 2020

Kilde: Refinitiv Datastream SB1M, Valueguard

Source: SB1M, NFSA, MoF, BIS 13



SpareBank o

MARKETS

(C) Debt register: Secondary effects likely to hike losses in 20e
Segment losses forecasted to rise from 3.2% LTM to 3.8% NTM

Consumer loan losses, gliding 4Q weighted average

4.5% -
° SB1M assumption:
Clean-up process post
4.0% - registerimplementation ot N
' A 4 :
__________ I WA N
... but, frankly, we had A ¢ v
3.5% - . I [} ) W
expected more noise (in Y I \--
media) post \
3.0% - implementation. \‘
\
[N
2.5% - s~\
2.0% -
1.5% -
1.0% -
0.5% A
0.0% 1 LI LI LI LI LI LI 1 1 LI 1 LI LI LI LI LI 1 1 LI 1 1 LI LI LI LI LI 1 LI 1 LI 1

1Q08 1Q09 1Q10 1Q11 1Q12 1Q13 1Q14 1Q15 1Q16 1Q17 1Q18 1Q19 1Q20 1Q21 1Q22

Source: company reports, SB1 Markets 14
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(C) Debt register: Full effect in 4Q - positive long-term effects
Market de-risked after implementation and investor scepticism to “normalize”?
Effect on loan losses only indirect i.e. customers not able to refinance high expenditure

Example: using the debt register the bank see an existing customer with 6.0x LTI

Share of gross lending Provisions
Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3
Consumer 80.0% 10.0% 10.0% 2.0% 10.0% 40.0%
M ¥ M- L 4
1-2M +3M Hence, full effect of debt register in 4Q?

Likely first order effects:

* Not material impact under IFRS9 unless either; 30 days past due, cross product default or a
history of delinquency.

Likely second order effects:

* Uncertain but size of second order effects dependent on number of customers actually not
performing post implementation due to e.g. high consumption. Again, back to
macroeconomic outlook?

* Customer potential transition to stage 2 likely to take 1-2months

* ...and transition to stage 3 takes more than 90D or >3 months. Hence full effect of debt
register in 4Q figures?

Source: Company reports, SB1 Markets 15
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Short-/medium term: Low growth on group level in 2Q
BRAbank lifted by merger (underlying flat) — NDX hiked by Svensk Hypotekspension

Lending (NOKm), SB1M covered banks Lending development, group level (reporting ccy)
90,000 \ ~ Consumer finance banks, rep. ccy. Growth
20000 | OMWeBlaN pep.ccy (m) 2018  3Q18  4Ql8  1Q19  2Q19 QoQ Yoy

’ ——Pareto  Norwegian 35435 36,717 37,752 37,892 38,710
70,000 1 — Banke  Komplett 6,800 7,456 7,844 7,903 8,090

BRA 3,212 3,449 3,706 3,988 4,537
60000 - Komplett
! Insta 1,835 2,211 2,482 2,605 2,618
0000 J Nordax  Eagy 2,135 2,326 2,546 2,690 2,755
’ —— Sbanken  Resurs 26,626 27,470 27,957 29,182 30,323
40,000 - BrA TF 3,876 4,198 4449 5090 5,625
Nordax 14,755 14,954 15,140 20,933 22,413
30,000 7 st Avida 3,968 4,682 5435 6359 6,592
20,000 - Easy Advanzia 1,265 1,335 1,399 1424 1,507
Avg 5.2% 33.7%
10,000 1 , e
0 ] ?74 /“ Other niche banks, rep. ccy.

Pareto 10,489 10,690 11,638 12,065 12,539
MM 145 200 248 271 292
Bank2 3,183 3,371 3,515 3,731 3,884
15% 113.8% Sbanken 76,648 78,644 79,021 77,956 79,614
Santander 144,035 148,093 159,285 157,203 159,046

2Q10 2Q11 2Q12 2Q13 2Q14 2Q15 2Q16 2Q17 2Q18 2Q19

10% Avg 3.8% 31.6%
-

Traditional banks (NOKbn)

DNB 1,561.6 1,564.3 1,599.4 1,623.4

3.9%  3.9% SRBANK 183.2 184.1 117.9 118.9

24% 2.4% 22% 2.1% MING 1400  143.8 9.4 98.7

5% o

N NONG 97.3 99.9 74.6 76.2
0% - ) MORG 54.3 56.3 39.2 39.8
BRA MM  Bank2 Pareto Resurs Easy KomplettorwegiaBbanken
SVEG 139.6 142.8 110.3 112.2
Avg 1.2% -20.5%

Source: Company reports, SB1 Markets 17
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Volume: Overall abating trend driven by regulations

Drivers: population & productivity growth, oil, rate, house prices and regulations

Growth, consumer lending Norway

140

120

100

0

o NOKbn o

0

40

20

1999 2003 2007 2011 2015

Source: company reports, SB1 Markets

2019

45%
40%
35%
I SB1Me
30%
25% Consumer
lending
20%

— Consumer

15% lending,
growth

10%

5%

0%

Growth, household lending Norway and Sweden

Norway and Sweden - Household credit growth
% YoY change

10 7
] Jun 2016
. o 7011 Increased Mar 2018
o . €c . . B rtizatinh Increased
< Max85% LTV J amortization
: &
8 K
ey :... Rate +25bp
= . : - = -
YR o E b
7 Y = ¥ ‘-,. . 3 T Rate +25bp
ok s T oo
s g.-. > - 5 .
L Nov201a v She MU s Rate +25bp
“. H 5 b "l. '.o' :: 5 .‘.
6 Proposed amorization regf. | ¢ o} N | :
‘- \‘: ..:!'. ‘0.
5 e ..'...-:Housing loan \
1 PN o regulations Norway
] i New housing loan 5.1%
4] regulation Sweden
] Loan = max 5.0x LTI 5.0%
37
1 Jan 2020
] Max 4.5X LTI?
2 I e I e L
10 11 12 13 14 15 16 17 18 19 20 21

Source: Refinitiv Datastream, SB1 Markets
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Long-term consumer demand: Underlying growth to continue 1-2Y ahead?
Avg. consumer finance penetration in Finland and Sweden 7.4% vs. Norway at 3.3%

Consumer lending in Northern-Europe, 2017 Market size

* Nordic unsecured market, share per country:

5.0%

21.2%

Norway

30.2%
E Sweden
Finland

Denmark

* Even bigger market in EU e.g. Germany, market size NOKbn

2500
2000 1906.99
P
i
Consumer lending 1500 i "
Country Size, NOKbn CF debt per capita, NOK Share of Nordic Penetration ratio ! Nordics
Norway 105.65 19,952 21.2% 3.3% German i m Germany
Sweden 217.36 21,412 43.6% 5.4% 1000 market <
Finland 150.39 27,280 30.2% 9.4% 4x size !
498.55 i
Denmark 25.16 4,377 5.0% 0.8% 500 ' of combined i
Nordics 498.55 4.7% Nordic market
Germany 1906.992 23,031 11.8% i
1
0 L

Source: SSB, DST, ECB, NFSA, company reports, SB1 Markets T 19
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Corporate and household lending volume growth at same level

Overall: corporate volume growth more volatile vs. households

Annualized monthly credit growth, Norway

25
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Credit growth Norway
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Source: Company reports, SB1M
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Kilde: Refinitiv Datastream
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Large difference between Swedish and Norwegian banks in Norway!

Lending growth per country, Nordic consumer peers

Norway Sweden
Consumer finance banks Growth Consumer finance Growth
Rep. ccy (m) 2Q18 3Q18 4Q18 1Q19 QoQ YoY Rep. ccy (m) 2Q18 3Q18 4Q18 1Q19
Norwegian 17,855 18,122 18,512 18,697 Norwegian 5,705 6,033 6,661 6,321
Komplett 5,244 5,413 5,277 5,054 Komplett 149 316 476 642
BRA 2,473 2,530 2,480 2,477 BRA 0 0 0 0
Insta 1,581 1,756 1,826 1,776 Insta 0 0 1 26
Resurs 8,520 9,340 9,505 9,922 Resurs 12,248 12,087 12,301 12,840
TF 1,238 1,355 1,375 1,697 TF 609 632 661 668
Nordax 5,330 5,265 4,951 5,249 Nordax 4,791 4,965 5,422 6,186
Avg 2.8% 12.7%  Avg 7% 97%
Average Norwegian banks =-3.0%
Average Swedish banks = +6.6%
Denmark Finland
Consumer finance Growth Consumer finance Growth
Rep. ccy (m) 2Q18 3Q18 4Q18 1Q19 2Q19 Rep. ccy (m) 2Q18 3Q18 4Q18 1Q19 QoQ
Norwegian 3,525 3,752 4,082 4,107 4,297 Norwegian 8,350 8,809 8,542 8,777
Resurs 3,195 3,571 3,634 3,794 3,942 Komplett 1,243 1,462 1,721 1,813
Nordax 77 66 56 47 40 BRA 739 919 1,226 1,511
TF 39 40 38 42 42 Insta 254 455 655 803
Avg -1.6% 1.4% Resurs 2,663 2,472 2,516 2,626
TF 1,070 1,122 1,196 1,314
Nordax 3,480 3,596 3,702 3,886
Avg 7.9% 71.8%

Source: Company reports, SB1 Markets 21
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Stable NIl development in 2Q
Both volume and margin overall in line with our assumptions in 2Q

Net interest income development, 1Q08-2Q19

1,200 -
1,000 -

800 - Norwegian
e Pareto
§ 600 Bank2

Komplett

400 - Sbanken

= BRA

200 T

Insta
Easy
O rrrrrrrrrrrrrrrrrrrrrrn1rri1i IIII%I

1Q08 1Q09 1Q10 1Q11 1Q12 1Q13 1Q14 1Q15 1Q16 1Q17 1Q18 1Q19

Source: Company reports, SB1 Markets 22
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Reported installment margins overall down — most pronounced in KOMP
BRA, Insta and Easy all with flat margin QoQ

Reported lending margin (nominal)

~ Margin drop in KOMP driven by
" loan size more in line with peers

17% 7
Norwegian
16%
Komplett
__—l_ BRA
15%
Easy
Insta
14%
13%
12%

3Q09 3Q10 3Q11 3Q12 3Q13 3Q14 3Q15 3Q16 3Q17 3Q18

Source: Company, SB1 Markets 23
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Hike in PARB lending rate mirror corporate lending rate (and NIBOR)

New and existing lending rates have converged

Corporate lending rate, Norway

Norway - corporate lending rate

Average rate Norwegian banks
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Source: Refinitiv, company, SB1 Markets

Corporate margin (lending — 3M NIBOR), Norway
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Household mortgage margin has dropped 60bps since 4Q17

... more flat development in 2019

Household lending rate, Norway
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Household margin (lending — 3M NIBOR), Norway
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A higher interest rate level supports rising deposit margins

... banks hardly increase deposit rates - both corporate deposit and household margin upbeat

Interest rate deposits and NIBOR Deposit margin (3M NIBOR - deposit rate), Norway
Norway - interest rate deposits Norway - interest margin deposits
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Blended NIl margin flat last few quarters

Still large difference between banks — we assume more similar levels long term

Blended margin development, SB1M covered banks
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(A)
Blended NII margin:
Margin = NIl / (lending + deposits)

(8)
Common NIM:
Margin = NIl / lending

Source: Company reports, SB1 Markets
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Blended margin development, group level

Consumer finance banks bp chg

NIl margin 2Q18 3Q18 4Q18 1Q19 2Q19

Norwegian 6.12% 6.04% 6.14% 6.09% 6.19%

Komplett 7.79% 7.33% 7.33% 6.95% 6.94%

BRA 4.41% 3.89% 3.88% 3.96% 3.89%

Insta 4.42% 4.51% 4.42% 4.49% 4.48%

Easy 5.18% 5.36% 5.41% 5.17% 5.09%

Resurs 6.21% 5.95% 5.95% 5.59% 5.51%

TF 6.94% 6.76% 6.74% 6.31% 6.09%

Nordax 5.84% 5.45% 5.27% 4.50% 3.90%

Avida 5.52% 5.00% 4.48% 3.98% 5.50%

Advanzia 7.54% 7.70% 7.60% 7.52% 7.69%

Avg 0.07% -0.47%

Other niche banks

Pareto 3.19% 2.96% 3.08% 3.26% 3.09%

Bank2 3.31% 3.42% 3.30% 3.12% 3.32%

Sbanken 1.05% 1.04% 1.13% 1.11% 1.10%

Santander 3.52% 3.46% 3.44% 3.30% 3.25%

Avg -0.01%  -0.08%

Traditional banks

DNB 1.32% 1.37% 1.35% 1.35% 1.40%

SRBANK 1.17% 1.11% 1.14% 1.16% 1.20%

MING 1.19% 1.12% 1.11% 1.16% 1.18%

NONG 1.33% 1.26% 1.25% 1.26% 1.28%

MORG 1.24% 1.21% 1.19% 1.17% 1.23%

SVEG 1.20% 1.14% 1.11% 1.16% 1.18%

Avg 0.04% 0.00%
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Consumer: Highest margin in Finland — Sweden and Norway at same level!

Blended NIl margin per Nordic country, Nordic consumer peers

Norway

Sweden

Consumer finance banks bp chg Consumer finance bp chg
NIl margin 2Q18 3Q18 4Q18 1Q19 2Q19 NIl margin 2Q18 3Q18 4Q18 1Q19 2Q19
Norwegian 5.79% 5.74% 5.65% 5.51% 5.43% Norwegian 6.49% 6.17% 5.64% 6.05% 6.76%
Komplett 7.56% 7.91% 7.86% 7.61% 7.60% Komplett 7.80%  10.95% 8.78% 8.55% 8.05%
Nordax 6.21% 5.98% 5.61% 4.71% 4.22% Nordax 5.04% 4.60% 4.62% 4.05% 3.81%
Santander 3.59% 3.67% 3.71% 3.80% 3.67% Santander 2.90% 2.93% 2.82% 2.61% 2.53%
Avg 5.79% 5.82% 5.71% 5.41% 5.23% -0.18% -0.56%  Avg 5.56% 6.16% 5.47% 5.32% 5.29% -0.03% -0.27%
Avg. margin down on NDX
mortgage — adj. for NDX down
~10bp since 2Q18
Denmark Finland
Consumer finance bp chg Consumer finance bp chg
NIl margin 2Q18 3Q18 4Q18 1Q19 2Q19 NIl margin 2Q18 3Q18 4Q18 1Q19 2Q19
Norwegian 6.98% 7.14% 6.75% 6.80% 6.43% Norwegian 6.20% 6.09% 7.00% 7.06% 7.39%
Komplett Komplett 13.62% 9.41% 7.31% 7.01% 7.20%
Nordax 4.91% 5.59% 6.56% 7.77% 0.00% Nordax 9.62% 9.25% 9.30% 8.25% 8.11%
Santander 3.38% 3.30% 3.19% 3.39% 3.31% Santander 3.47% 3.48% 3.26% 2.95% 3.03%
Avg 5.94% 6.37% 6.65% 7.28% 3.22% -0.37% -0.55%  Avg 9.81% 8.25% 7.87% 7.44% 7.56% 0.26% -2.62%
28
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BRAbank C/I hiked by merger costs at >40 NOKm
Consumer segment: NOFI and Easy in the low end

Reported 2Q19 C/I-ratios

o)
90% - 83% Overall cost picture vs. traditional banks:
? * Niche banks are very cost efficient and have
a0 L
80% C/l-ratios ~10%_below traditional bank

Average niche bank C/I-ratio haven fallen by
70% - 1%-per-quarterast2-years-but-trend now
seems to be flattening out

o/ -
60 A) . , Some volatility in 2Q19 C/I ratios driven by
51% 51% geographical and product expansion

o/
>0% A%
(0] 4 0, [}
40% - 0% 39% 380 38% 38% 37%
30% e
-
21%
20% -
10% -
0% T
© 2 LL
2 =
g S

Source: Company reports, SB1 Markets
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Losses up last few years to 2-4% levels (from <2% in 2014-2015)

Stable underlying trend and small uptick last few quarters driven by geographical expansion?

Loan losses, 4Q moving average
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Peer loan loss development, group level

Consumer finance

bp chg

3Q18 4Q18 1Q19 2Q19

3.36% 3.09% 2.88% 2.98%
4.66% 3.82% 3.67% 3.93%
5.37% 5.27% 4.41% 3.79%
2.49% 2.99% 3.46% 2.41%
3.97% 4.18% 3.96% 4.09%
2.06% 2.02% 2.16% 1.99%
2.75% 2.76% 2.22% 0.41%

3.52% 3.45% 3.25% 2.80% -0.45% -0.32%

0.15% 0.32% 0.03% 0.49%
0.21% 0.44% 0.26% 0.39%
0.10% 0.14% 0.12% 0.22%
0.73% -1.19% 0.91% -1.16%

0.30% -0.07% 0.33% -0.02%  -0.35% 0.25%

0.03% 0.03%  -0.09% 0.03%
0.12% 0.18% 0.10%  -0.06%
0.17% 0.17% 0.17% 0.15%
-0.03% -0.02%  -0.06% 0.06%
0.05% 0.08% 0.08% 0.10%
0.10% 0.00% 0.00% 0.02%

Losses, % 2Q18
Norwegian 2.74%
Komplett 2.92%
BRA 6.01%
Insta 2.31%
Easy 3.63%
Resurs 1.98%
Nordax 2.22%
Avg 3.11%
Other niche banks
Pareto -0.23%
Bank2 0.11%
Sbanken 0.07%
Santander -1.02%
Avg -0.27%
Traditional banks

DNB 0.02%
SRBANK 0.20%
MING 0.20%
NONG 0.07%
MORG -0.03%
SVEG -0.01%
Avg 0.08%

0.08% 0.07% 0.03% 0.05% 0.02%  -0.02%
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Flip side of register / lower growth = lower loan losses?

Loan losses per country, Nordic consumer peers

Norway

Consumer finance banks

bp chg

Sweden

Consumer finance

SpareBank o

MARKETS

bp chg

Losses, % 0 Losses, % 2Q18 3Q18 4Q18 Losses, % 0 Losses, % 2Q18 3Q18 4Q18

Norwegian 1.32% 1.45% 1.28% 3.22% 2.86% Norwegian 0.71% 3.75% 4.51% 1.12% 1.77%

Komplett Komplett

Nordax 2.22% 2.49% 3.05% 3.29% 0.67% Nordax 0.68% 2.21% 2.62% 1.86% -0.06%

Santander -2.05% 1.73% 1.74% 1.48% -1.15% Santander -0.35% 0.94% 0.91% 1.18% -2.09%

Avg 0.50% 1.89% 2.03% 2.66% 0.79% -1.87% 0.29%  Avg 0.35% 2.30% 2.68% 1.39% -0.13% -1.51% -0.47%

Denmark Finland

Consumer finance bp chg Consumer finance bp chg

Losses, % 0 Losses, % 2Q18 3Q18 4Q18 Losses, % 0 Losses, % 2Q18 3Q18 4Q18

Norwegian 5.73% 5.17% 4.79% 4.10% 3.88% Norwegian 5.91% 6.11% 4.95% 2.74% 3.51%

Komplett Komplett

Nordax 0.00%  -5.59% 6.56% -7.77% -18.39% Nordax 2.15% 2.71% 2.30% 2.42% 0.71%

Santander 0.29% 0.99% 0.98% 1.13% -1.13% Santander -0.32% 0.30% 0.30% 0.55% -0.08%

Avg 2.87% -0.21% 5.68% -1.83% -7.25% -0.22% -1.85% Avg 4.03% 4.41% 3.63% 2.58% 2.11% 0.77% -2.40%
31
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Loan losses: Unemployment overall down but uptick in Sweden!

However, SCB says figures partly calculated wrong. SCB to publish updated figures soon!

Unemployment MoM chg. , Nordics Bankruptcies
Unemployment . . .
ploy Bankruptcies Nordic Countries
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Debt collectors to be regulated ahead?
Worst case scenario: Banks to collect debt in-house

Debt collection models: (i) Forward flow and bulk sales vs. (ii) in-house collection (Nordax)

i Model 1 Model 2 i Model 2: 2Q19:
i Fwd flow /| In house i Debt collection prices 10-15%
i bulk sales coIIectionE Historical loan losses in Nordax down?
i i in 2012-2015 period was on
i __NOFI NDX |  average ~1.5% but the NPL ratio
1 : ~ 0,

Loan 100 | 100  WesTIS%

NPL i 10 15 i Hence, in the hypothetical case
i i of an absence of debt collectors
i o i ,which is a worst case scenario

Inkasso i 80.0% ! in our view, it would still be

Loss +2.00 1.50 I possible for the consumer

banks to handle NPL's (via in
house solutions) but the
strategy is capital heavy.

Source: company, SB1 Markets 33
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ROE down on higher CET1 ratios in 2017-2019
ROE per category given risk weights and client margin (minus 3M NIBOR)

ROE, 4Q moving average
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2Q19’s CET1 surprise = BRAbank from ~25% in 1Q to 18.1% in 2Q

If the reciprocity is approved the systemic risk buffer could be a cross-border game changer

CET1, reported 2Q19

35% -
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15% A A%
10% - =2 20.2% 20.2% 19.5% 20.0%
18.1% 17.8%
16.0%
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0% A
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Source: Company reports, SB1 Markets



All stage 3 provisions in Norwegian banks flat at ~30%?
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NOFI and KOMP below Nordic peers but fair given loan size and portfolio sales?

Share gross lending and provision, selected banks per stage ranked by share gross lending stage 3

Share of gross lending Provisions

Stage 1 Stage2 Stage 3 Stage 1 Stage 2 Stage 3 Data
55.3% 4.5% 40.1% 8.6% 30.3% 65.3% 2Q19
72.9% 12.1% 15.0% 0.7% 9.5% 44.1% 2Q19
81.5% 3.7% 14.8% 1.2% 17.3% 2Q19
71.5% 15.4% 13.0% 0.8% 4.8% 2Q19
76.9% 12.0% 11.1% 1.6% 11.7% 2Q19
83.0% 6.6% 10.4% 2.6% 12.6% 2Q19
73.1% 17.3% 9.6% 0.9% 11.2% 2Q19
84.5% 6.4% 9.2% 0.7% 2.0% 2Q19
75.0% 19.0% 6.0% 2.7% 14.1% 2Q19
88.3% 8.4% 3.3% 0.9% 7.1% 39.3% 2Q19
93.6% 3.7% 2.7% 1.5% 8.4% 44.6% 2Q19
74.9% 10.8% 14.3% 2.2% 12.6% 48.8%
91.7% 3.8% 4.5% 0.3% 0.7% 2Q19
94.0% 4.0% 2.0% 0.7% 8.0% 2Q19
95.4% 2.8% 1.8% 0.3% 2.4% 2Q19
95.3% 4.0% 0.6% 0.0% 1.3% 2Q19
96.3% 3.7% 0.0% 0.3% 1.1% 2Q19
94.5% 3.7% 1.8% 0.3% 2.7% 24.8%
93.2% 5.1% 1.7% 0.0% 1.3% 1Q19
90.0% 8.3% 1.6% 0.1% 2.8% 1Q19
92.2% 6.7% 1.1% 0.1% 2.6% 1Q19
91.6% 7.4% 1.0% 0.1% 2.5% 1Q19
92.5% 7.0% 0.5% 0.3% 2.9% 1Q19
93.3% 6.3% 0.4% 0.1% 2.2% 1Q19
92.1% 6.8% 1.1% 0.1% 2.4%

Source: company, SB1 Markets

Two key observations:

(i)

(ii)

“All” Norwegian banks have
applied a ~30% provisioning
ratio in stage 3 ... regardless of
business model

Main point of departure is
share of loans under stage 1-3
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Multiples more disperse in segment after 2Q
20e: International banks at 11.9

Peer table, SB1M covered banks and consensus international challenger banks

M. cap. P/E RoE P/B Dividend yield
Rec. TP Upside Price Ccy EURbn 2019 2020 2021 2019 2020 2021 2019 2020 2021 2019 2020 2021
Bank Norwegian Buy 110.00 41.0% 78.00 NOK 1.50 7.91 8.04 6.21 23.5% 19.7% 23.5% 1.67 1.50 1.42 5.7% 12.4% 16.1%
Komplett Bank Buy 18.00 80% 10.00 NOK 0.19 5.77 5.73 4.25 18.1% 15.4% 18.7% 0.95 0.83 0.77 1.7% 14.0% 21.2%
BRAbank Neutral 1.40 17% 1.20 NOK 0.06| 333.02 12.52 4.90 0.2% 5.4% 12.7% 0.70 0.66 0.58 0.0% 0.0% 0.0%
Instabank Buy 1.70 70% 1.00 NOK 0.03 10.04 9.80 5.74 6.4% 5.9% 9.3% 0.59 0.56 0.51 0.0% 1.0% 3.5%
Easybank Buy 15.00 76.5% 8.50 NOK 0.04 6.09 5.82 3.87 12.5% 11.5% 15.3% 0.71 0.63 0.56 0.0% 3.4% 12.9%
Pareto Bank Buy 60.00 57.9% 38.00 NOK 0.27 6.77 5.74 5.17 14.6% 14.5% 14.7% 0.87 0.79 0.73 5.9% 7.8% 9.7%
Bank2 Buy 12.00 71.4% 7.00 NOK 0.09 6.94 6.57 6.01 18.0% 15.8% 15.5% 1.10 0.98 0.89 2.2% 3.8% 5.8%
Sbanken Neutral 73.00 10.6% 66.00 NOK 0.72 10.70 8.81 7.71 11.2% 12.7% 13.2% 1.17 1.06 0.97 2.3% 2.8% 3.9%
MM Buy 115.00 6.5% 108.00 NOK 0.10 10.74 7.72 4.74 9.1% 11.4% 15.5% 0.88 0.80 0.68 0.0% 0.0% 0.0%
Average 44.22 7.86 5.40 12.6% 12.5% 15.4% 0.96 0.87 0.79 2.0% 5.0% 8.1%
International niche banks
M. cap. P/E RoE P/B Dividend yield
Price Ccy EURbn 2019 2020 2021 2019 2020 2021 2019 2020 2021 2019 2020 2021
Resurs 57.10 SEK 1.07 9.08 8.18 7.95 19.0% 19.4% 18.5% 1.65 1.54 1.47 6.7% 7.3% 7.1%
TF Bank 116.00 SEK 0.23 11.49 9.14 7.43 30.5% 30.4% 30.0% 3.12 2.50 2.02 3.1% 3.8% 4.7%
Collector 51.50 SEK 0.50 8.16 7.06 6.39 17.1% 16.7% 15.8% 1.27 1.06 0.93 1.5%
Hoist 59.95 SEK 0.50 7.85 6.76 6.58 15.6% 15.7% 13.9% 1.12 0.96 0.87 0.0% 4.1% 4.3%
Avanza 77.2 SEK 1.09 27.68 23.45 21.85 24.4% 26.4% 26.4% 6.62 6.05 5.64 3.0% 3.3% 3.5%
Provident Financial 385.8 GBp 1.09 8.26 6.97 5.84 16.5% 19.0% 20.5% 1.76 1.72 1.68 6.4% 9.1% 10.8%
CYBG 113.4 GBp 1.82 4.90 4.96 4.29 6.3% 7.4% 8.5% 0.38 0.37 0.34 0.4% 1.6% 5.2%
Metro Bank 271.6 GBp 0.52 24.79 23.72 10.48 1.1% 1.0% 2.7% 0.25 0.26 0.26 0.0% 0.0% 0.0%
OneSavings 324.4 GBp 0.89 5.47 5.03 4.84 22.9% 20.9% 19.6% 1.11 0.90 0.76 4.9% 5.8% 5.9%
Average 11.96 10.59 8.40 17.0% 17.4% 17.3% 1.92 1.71 1.55 3.0% 4.4% 4.8%

Source: Reuters, company, SB1 Markets 38
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Slight uptick in consumer segment lately but down YTD
Swedish TF bank up 61%!

Share price development Nordic challenger banks, YTD

Nordic challenger banks TFBANK-SK
61%
Rebased total return. Two days moving average. 0=31.12.2018
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Source: Reuters, SB1 Markets 39



SpareBank o

MARKETS
Swedish banks with better performance
... helped by ‘regulatory spread’?
Share price development Nordic challenger banks, 2017-2019

Nordic challenger banks
DNB-0S

Rebased total return. Two days moving average. 0=30.12.2016 37%
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P/B multiples in the low end vs history
Pareto Bank ‘flat’ at PB=1

Historical P/B development Nordic challenger banks
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SBANK: P/B spread vs. regionals down
... but Fin dep proposal to push Sbank further if approved
P/B vs. regional savings banks

P/B - SBANK vs. regional Norwegian peers

*Price / consensus 12M fwd BVPS
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PARB: Few analysts hence limited info in consensus data
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16-18 EPS growth driven by high lending growth at avg. 12% - in 20e: lower growth

EPS down as level overly optimistic?

Pareto Bank - Consensus EPS 2019-21E and 12m fwd*

8
NOK 7,5
— 21E
. NOK 6,8
7 :
NOK 6,6 e
TT—an
20E
NOK 6,0 NOK 6,0
6 \\-- --.//
T 19E
5 NOK 5,4
4 -
3
2016 2017 2018 2019 2020

Source: Refinitiv, company, SB1 Markets

Kilde: Refinitiv Datastream, SB1 Markets

Dividend down on high growth?

N/A - consensus dividend 2019-21E and 12m fwd*
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PARB: PB and PE both in the low end vs. history
Average PB since 2016 = 0.95

P/B in the low end vs. history Consensus P/E also in the low end
PARB-OS - P/B PARB-OS - P/E
Price / consensus 12M fwd BVPS Price / consensus 12M fwd EPS
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NOFI: EPS down in assumed higher loan losses?
Consensus 20-21e dividend = NOK 5.7-7.1 —SB1M at 9.7 and 12.5 as growth assumed low

Higher expected loan losses likely lowering EPS Consensus dividend up from 3.9 in 19e to 7.1 in 21e
NOFI-OS - Consensus EPS 2019-21E and 12m fwd* Bank Norwegian - consensus dividend 2019-21E and 12m fwd*
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NOFI: PB and PE both in the low end vs. history despite recent uptick
Average PB since 2016 = 2.35 vs. current 1.5 level

P/B in the low end vs. history Consensus P/E also in the low end
NOFI-OS - P/B NOFI-OS - P/E
Price / consensus 12M fwd BVPS Price / consensus 12M fwd EPS
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“Peak loan losses” in 2020e driven by debt register for consumer banks

20e loan losses assumed 3.2-4.1%

Annual estimates — consumer finance banks

NOKm

Net interest income

Net commission income
Net financial income
Net other income

Total operating income
Total operating expenses
Profit before credit losses
Loan losses

Gains/loss fin. assets
Operating profit

Tax

Net profit

Key operational ratios
NIl margin, blended
NIM margin

Loan losses, %
Lending growth, %
EPS

ROE

Key valuation ratios
Share price

P/E

P/B

Dividend yield
CET1

2019e 2020e 2021e
NOFI KOMP BRA INSTA  EASY NOFI KOMP BRA INSTA EASY NOFI KOMP BRA INSTA EASY
4730 1105 351 245 282 4997 1112 374 263 294 5258 1155 413 276 304
308 83 20 -17 -9 376 89 18 -12 -7 395 92 19 -9 -6
5 2 -8 8 6 17 1 1 6 6 17 1 1 7 6
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
5044 1190 363 236 279 5389 1201 392 257 293 5671 1248 433 275 305
1296 449 204 121 81 1308 438 142 125 88 1355 461 151 132 95
3748 741 159 116 198 4081 764 250 132 205 4316 787 281 143 210
1309 316 157 72 111 1696 345 189 87 113 1228 223 125 66 73
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
2439 425 2 44 88 2385 419 61 45 91 3088 564 156 76 137
598 109 0 11 21 572 100 15 11 22 741 135 38 18 33
1840 316 2 33 66 1813 318 46 34 69 2347 429 119 58 104
NOFI KOMP BRA INSTA  EASY NOFI KOMP BRA INSTA EASY NOFI KOMP BRA INSTA EASY
61% 69% 41% 46% 52% 6.1% 6.5% 39% 4.7 % 51% 6.0 % 6.4 % 4.1% 4.7 % 51%
122% 138% 85% 95% 106% 122% 133 % 8.0% 97% 104% 119% 131% 83 % 97% 104 %
3% 39% 38% 28% 42% 4.1% 4.1% 4.0% 32% 4.0% 2.8% 25% 25% 23% 25%
56% 47% 243% 7.1% 9.3% 6.0% 4.0% 4.0% 4.0% 3.0% 9.0% 7.0% 7.0% 7.0% 4.0%
9.85 1.73 0.00 0.10 1.40 9.71 1.75 0.10 0.10 1.46 12.57 2.35 0.24 0.17 2.19
235% 181% 02% 64% 125% 197% 154% 5.4 % 59% 115% 235% 187% 127 % 93% 153 %
NOFI KOMP BRA INSTA  EASY NOFI KOMP BRA INSTA EASY NOFI KOMP BRA INSTA EASY
78.00 10.00 1.20 1.00 8.50 78.00 10.00 1.20 1.00 8.50 78.00 10.00 1.20 1.00 8.50
7.91 577 333.0 10.04 6.09 8.04 5.73 12.52 9.80 5.82 6.21 4.25 4.90 5.74 3.87
1.67 0.95 0.70 0.59 0.71 1.50 0.83 0.66 0.56 0.63 1.42 0.77 0.58 0.51 0.56
57% 17% 00% 00% 00% 124% 14.0% 0.0 % 1.0% 34% 161% 21.2% 0.0 % 35% 129%
212% 221% 187% 21.7% 21.2% 223% 246% 188% 222% 232% 215% 249% 198% 227% 256%
47
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Decent macro to support other niche banks
... but systemic buffer and SME discount to ‘hit’ banks in a non-uniform pattern

Annual estimates — other niche banks

2019e 2020e 2021e

NOKm SBANK PARB BATO MM  SBANK PARB BATO MM  SBANK PARB BATO MM
Net interest income 1465 678 249 18 1655 772 268 28 1796 840 283 40
Net commission income 223 7 -1 1 254 15 1 1 281 17 3 1
Net financial income 10 6 11 0 5 4 8 0 5 4 9

Net other income 0 1 61 0 0 0 55 0 0 0 56 0
Total operating income 1698 692 320 19 1914 790 332 29 2083 862 351 41
Total operating expenses 674 140 138 8 686 143 140 9 689 146 143 9
Profit before credit losses 1024 552 182 12 1228 647 192 20 1393 715 207 32
Loan losses 130 33 16 1 135 39 17 2 150 40 17 2
Gains/loss fin. assets 0 0 0 0 0 0 0 0 0 0 0 0
Operating profit 895 519 166 11 1093 608 174 18 1243 675 191 30
Tax 237 127 41 2 295 146 42 4 331 162 46 7
Net profit 658 392 125 9 799 462 132 14 913 513 145 23
Key operational ratios SBANK PARB BATO MM  SBANK PARB BATO MM  SBANK PARB BATO MM
NIl margin, blended 1.1% 32% 32% 2.7 % 1.2 % 31% 3.2% 29% 1.2 % 3.0% 31% 3.0%
NIM margin 1.8 % 54 % 6.5% 59% 20% 5.4 % 6.2 % 6.0 % 20% 53% 6.0 % 6.1%
Loan losses, % 0.16% 0.26% 0.41% 0.26% 0.16% 0.27% 0.41% 0.37% 0.17% 0.25% 0.35% 0.36%
Lending growth, % 3.2% 15.5% 17.0% 48.9% 5.0% 12.0% 10.0% 50.0% 5.0% 10.0% 8.5% 35.0%
EPS 6.17 5.61 1.01 10.06 7.49 6.62 1.07 13.99 8.56 7.35 1.17 22.79
ROE 11.2% 146% 18.0% 91% 127% 145% 158% 114% 132% 147% 155% 155%
Key valuation ratios SBANK PARB BATO MM  SBANK PARB BATO MM  SBANK PARB BATO MM
Share price 66.00 38.00 7.00 108.00 66.00 38.00 7.00 108.00 66.00 38.00 7.00 108.00
P/E 10.70 6.77 6.94 10.74 8.81 5.74 6.57 7.72 7.71 5.17 6.01 4.74
P/B 1.17 0.87 1.10 0.88 1.06 0.79 0.98 0.80 0.97 0.73 0.89 0.68
Dividend yield 23% 59% 22 % 0.0% 2.8 % 7.8% 3.8% 0.0% 39% 9.7 % 5.8 % 0.0 %
CET1 152% 179% 212% 256% 16.0% 176% 21.8% 212% 167% 175% 222% 184 %

Source: Company reports, SB1 Markets 48
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Nordic Capital and Sampo = “the consolidators”
Same ratio in both deals

Ownership, Nordic consumer banks

Nordic Capital
(a)

NC=63.75%
Sampo = 36.25%

Sampo

(b)

NC=63.75% = 2/3
Sampo = 36.25% = 1/3
Of 17.47%:
NC=11.14
Sampo = 6.33%

e 1

-

Source: Company reports, SB1 Markets 50
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Large upside in NOFI when applying Swedish multiples / capitalization
NOFI at 2.5 P/B = NOK 116 but with SE capitalization NOK 175!

ROE — P/B relationship 19e multiples, SB1M covered banks
4.0 -

35 | NDX (2017-2018
' acquisition)
3.0 - P/B=2.5 NOFI with Swedish
Implied NOFI share e
ice = NOK 116 capitalization and
25 - price = NDX acquisition
0 multiples
o 2.0 - P/B=3.75
é Norwegian Implied NOFI share
15 - \ price =NOK 175!
' Bank2
Sbanken a8
1.0 -
0.5 -M / \ Pa>eto
E Komplett
Mono asy
0.0 1 1 1 1 1 1 1
0% 5% 10% 15% 20% 25% 30% 35%

19e ROE

Source: Reuters, company, SB1 Markets 51
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SpareBank 1 Markets AS (“SB1 Markets”)
This report originates from SB1 Markets’ research department. SB1 Markets is a limited liability company subject to the supervision of The Financial Supervisory Authority of Norway (Finanstilsynet). SB1 Markets
complies with the standards issued by the Norwegian Securities Dealers Association (VPFF) and the Norwegian Society of Financial Analysts.

Author’s own views

This report is an outsider’s view of the securities referred to in the report. It has been produced by the authors independent of any issuers mentioned in the report, and independent of other divisions of SB1
Markets. The authors of this report confirm that, notwithstanding potential conflicts of interest referred to herein, the views expressed in this report accurately reflect the author’s personal views of the relevant
issuers, and that no part of the authors’ compensation is related to the views expressed in the report, the performance of their investment recommendations, investment banking assighments or other specific
services performed by SB1 Markets. The analyst partakes in the general bonus scheme of SB1 Markets, and as such, may receive compensation that is generated by overall firm profitability.

No investment advice

The report does not provide tailored personal investment advice within the meaning of section 2-3 (4) of the Norwegian securities trading act. The report is intended for general circulation and does not take into
account the specific investment objectives, financial situation or particular needs of any particular person. You should seek advice from a financial adviser regarding the suitability of any product mentioned in this
report, taking into account your specific financial objectives, financial situation or particular needs before making a commitment to purchase any such product.

Research for the purposes of unbundling
This report constitutes research material for the purpose of the inducement rules under MiFID II.

Sources of information
This report may be based on or contain information emanating from SB1 Markets’ research department, other divisions of SB1 Markets, publicly available information, and other external sources. SB1 Markets deem
these external sources reliable. However, we do not guarantee the accuracy, adequacy or completeness of such information.

Limitation of liability
Any use of information contained in this report is at your individual risk. SB1 Markets assumes no liability for any losses caused by relying on the information contained in this report, including investment decision
you may have taken on the basis of this report.

Risk warning
Return on investments in financial instruments is inherently exposed to risks. Past performance is not a reliable indicator of future performance, and estimates of future performance are based on assumptions that
may not be realized. When investing in financial instruments, the value of the investment may increase or decrease and the investor may lose all or part of the investments.

This document contains certain forward-looking statements relating to the business, financial performance and results of the issuer and/or the industry in which it operates. Forward-looking statements concern

” o«

future circumstances and results and other statements that are not historical facts, sometimes identified by the words “believes”, “expects”, “predicts”, “intends”, “projects”, “plans”, “estimates”, “aims”,
“foresees”, “anticipates”, “targets”, and similar expressions. The forward-looking statements contained in this document, including assumptions, opinions and views of the issuer or cited from third party sources

are solely opinions and forecasts which are subject to risks, uncertainties and other factors that may cause actual events to differ materially from any anticipated development.

Conflicts of interest

SB1 Markets, affiliates and staff may perform services for, solicit business from, hold long or short positions in, or otherwise be interested in the investments (including derivatives) in any securities mentioned in this
report. To mitigate possible conflicts of interest and counter the abuse of confidential information and insider knowledge, SB1 Markets has set up effective information barriers between divisions in possession of
material, non-public information and other divisions of the firm. Our research team is well versed in the handling of confidential information and unpublished research material, contact with other departments of
SB1 Markets, and restrictions on personal account dealing.
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IMPORTANT DISCLOSURES

Previous company reports
For an overview of previous recommendations regarding the financial instruments or issuer subject to this report, consult the chart below:

Planned updates
SB1 Markets generally update company reports and recommendations following the publication of new figures or forecasts by the issuer, or upon the occurrence of other events that could potentially have a
material effect.

Issuer disclosure
This report has not been submitted to the issuer for review.

Investment services provided by SB1 Markets

SB1 Markets may have provided investment services and/or ancillary services to the issuers mentioned in this report and received compensation for it during the past 12 months. Please refer to our webpage for an
overview of all investment banking assignments carried out in the last 12 months: www.sb1markets.no. Note that assignments subject to confidentiality are excluded.
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Ownership of securities issued by the companies covered in this report

The authors of this report do not (alone or jointly with related persons) own securities issued by the companies mentioned in this report. SB1 Markets may have holdings in the issuers mentioned in this report as a
result of own account trading, market making and/or underlying shares as a result of derivatives trading.

However, SB1 Markets does not own a net long or short position exceeding the threshold of 0,5% of the total issued share capital of the issuer, nor does SB1 Markets hold other interests likely to affect the
objectivity of a recommendation.

For an overview of instruments where SB1 Markets and related companies are market makers or liquidity providers, please refer to our webpage: www.sb1markets.no.

Material interest held by the issuers in shares issued by SB1 Markets
The issuers mentioned in this report do not hold more than 5% of the total share capital of SB1 Markets or related persons.

Valuation method

The target prices on companies in the SB1 Markets’ research universe reflect the subjective view of the analyst about the absolute price that financial instruments should trade. The target price is based on an
absolute valuation approach, which is detailed in our research reports. The target price can differ from the absolute valuation, in accordance with the analyst's subjective view on the trading or cyclical patterns for a
particular financial instrument, or a possible discount/premium to reflect factors such as market capitalization, ownership structure and/or changes in the same, and company-specific issues.

Recommendation categories
Our equity recommendations are based on a six-month horizon, and on absolute performance. We operate with three recommendation categories where Buy indicates an expected annualized return of greater
than +10%; Neutral, from 0% to +10%; Sell, less than 0%.

Recommendation distribution
Find below an overview of SB1 Markets’ recommendation distribution as of the date of this report:

Current recommendations of the Research Department

Recommendation Percentage of Percentage of companies under coverage for
companies under which SB1 Markets has provided investment
coverage with this banking services in the past 12 months
recommendation

Buy 60.6% 13.7%

Neutral 25.0% 3.7%

Sell 14.4% 3.2%

Total 100%
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NOTICE TO U.S. INVESTORS

If this report is being furnished directly to U.S. recipients by a non-U.S. SpareBank 1 Markets entity in reliance on section (a)(2) of Rule 15a-6 under the U.S. Securities Exchange Act of 1934, as amended (each a
“direct U.S. recipient”), each such direct U.S. recipient of this report represents and agrees, by virtue of its acceptance thereof, that it is “major U.S. institutional investor” (as such term is defined in section (b)(4) of
Rule 15a-6) and that it understands the risks involved in executing transactions in such securities. Any direct U.S. recipient of this report that wishes to discuss or receive additional information regarding any security
or issuer mentioned herein, or engage in any transaction to purchase or sell or solicit or offer the purchase or sale of such securities, should contact a registered representative of SpareBank 1 Capital Markets Inc.
(“SpareBank 1 Capital Markets”), a registered U.S. broker-dealer and member of FINRA and SIPC.

In certain cases, unless prohibited by the provisions of Regulations under the U.S. Securities Act of 1933, as amended, this report may be provided by SpareBank 1 Capital Markets to a U.S. recipient (a “SpareBank 1
Capital Markets U.S. recipient”), in which case each such SpareBank 1 Capital Markets U.S. recipient of this report represents and agrees, by virtue of its acceptance thereof, that it is “major U.S. institutional
investor” (as such term is defined in section (b)(4) of Rule 15a-6), or that it is a U.S. institutional investor (as such term is defined in section (b)(7) of Rule 15a-6), and that it understands the risks involved in executing
transactions in such securities. In such cases, SpareBank 1 Capital Markets accepts responsibility for the content of this report; however, although it has accepted responsibility for the content of this report in such
cases, SpareBank 1 Capital Markets did not contribute to the preparation of this report, and the specific authors of the report are not employed by, and are not associated persons of, SpareBank 1 Capital Markets.
The SpareBank 1 Markets entity that prepared the report, and the authors of this report, may not be subject to all of the registration, qualification, disclosure, independence and other U.S. regulatory requirements
that apply to SpareBank 1 Capital Markets and its employees and associated persons. Any SpareBank 1 Capital Markets U.S. recipient of this report that wishes to discuss or receive additional information regarding
any security or issuer mentioned herein, or to engage in any transaction to purchase or sell or solicit or offer the purchase or sale of such securities, should contact a registered representative of SpareBank 1 Capital
Markets.

Any transaction in the securities discussed in this report by U.S. persons (other than a registered U.S. broker-dealer or bank acting in a broker-dealer capacity) must be effected with or through SpareBank 1 Capital
Markets.

The securities referred to in this report may not be registered under the U.S. Securities Act of 1933, as amended, and the issuer of such securities may not be subject to U.S. reporting and/or other requirements.
Available information regarding the issuers of such securities may be limited, and such issuers may not be subject to the same auditing and reporting standards as U.S. issuers.

Such information is provided for informational purposes only and does not constitute a solicitation to buy or an offer to sell any securities under the Securities Act of 1933, as amended, or under any other U.S.
federal or state securities laws, rules or regulations. The investment opportunities discussed in this report may be unsuitable for certain investors depending on their specific investment objectives, risk tolerance
and financial position. In jurisdictions where SpareBank 1 Capital Markets is not registered or licensed to trade in securities, commodities or other financial products, transactions may be executed only in
accordance with applicable law and legislation, which may vary in jurisdiction and which may require that a transaction be made in accordance with applicable exemptions from registration or licensing
requirements.

The information in this publication is based on carefully selected sources believed to be reliable, but SpareBank 1 Capital Markets does not make any representation with respect to its completeness or accuracy. All
opinions expressed herein reflect the author’s judgment at the original time of publication, without regard to the date on which you may receive such information, and are subject to change without further notice.
The information contained herein may include forward-looking statements as described above within the meaning of U.S. federal securities laws that are subject to risks and uncertainties. Factors that could cause a
company’s actual results and financial condition to differ from expectations include, without limitation: political uncertainty, changes in general economic conditions that adversely affect the level of demand for the
company’s products or services, changes in foreign exchange markets, changes in international and domestic financial markets and in the competitive environment, and other factors relating to the foregoing. All
forward-looking statements contained in this report are qualified in their entirety by this cautionary statement.

* SpareBankl Markets has acted as financial advisor to Maritime & Merchant Bank ASA
* SpareBankl Markets has acted as financial advisor to Instabank
* SpareBankl Markets acted as financial advisor to BRAbank in connection with the BRAbank-Monobank merger
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