Copenhagen, Helsinki, Oslo, Stockholm, 20 July 2017

Second Quarter Results 2017
CEO Casper von Koskull’s comments on the results:
“In the second quarter, we have seen evenly distributed growth in our four Nordic home markets. The overall economic
situation remains very solid although the geopolitical environment is increasingly unstable.
After a period of improved margins, we recently saw a stabilising margin trend, which we expect to continue. We are
also seeing continued high activity in corporate advisory services and improved inflow in asset management operations.
Customer activities in the capital markets have been lower this quarter due to low volatility. We have had very high
activity in the quarter in our simplification and transformation projects, which has impacted the cost development. Credit
quality is solid and we expect loan losses below the long-term average in coming quarters. We continue to build up and
strengthen our capital position and the Common Equity Tier 1 ratio reached an all-time-high level of 19.2%.
As new initiatives have surfaced in Scandinavia about exploring to join the banking union, we would like to process this
information before making a final decision in September about our domicile. The transformation programme is
progressing according to plan, a key milestone has been reached in the Core Banking Programme, and approximately
28,000 Nordea employees have been engaged in the implementation of the new business culture.”
(For further viewpoints, see CEO comments on page 2)

Second quarter 2017 vs. Second quarter 2016 (Second quarter 2017 vs. First quarter 2017)









Total operating income1 0%, in local currencies 1% (-2%, in local currencies -1%)
Total expenses 7%, in local currencies 8% (4%, in local currencies 5%)
Operating profit1 -6%, in local currencies -6% (-8%, in local currencies -8%)
Common equity tier 1 capital ratio 19.2%, up from 16.8% (up 40 bps from 18.8%)
Cost/income ratio1 54% up from 50% (up 3%-points from 51%)
Loan loss ratio of 13 bps, down from 15 bps (down 1 bps from 14 bps)
Return on equity1 9.5%, down from 11.4% (down 0.8%-points from 10.3%)
Diluted EPS EUR 0.18 vs. EUR 0.25 (EUR 0.18 vs. EUR 0.21)

For further information:
Casper von Koskull, President and Group CEO, +46 10 157 10 20 Torsten Hagen Jørgensen, Deputy CEO and Group COO, +45 5547 2200
Rodney Alfvén, Head of Investor Relations, +46 72 235 05 15
Sara Helweg-Larsen, Head of Group Communications, +45 2214 0000

We build strong and close relationships through our engagement with customers and society. Whenever people strive to reach their goals
and realise their dreams, we are there to provide relevant financial solutions. We are the largest bank in the Nordic region and among the
ten largest financial groups in Europe in terms of total market capitalisation with around 11 million customers, 31,500 employees and 600
branch office locations. The Nordea share is listed on the Nasdaq Stockholm, Nasdaq Helsinki and Nasdaq Copenhagen exchanges. Read
more about us on nordea.com.
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CEO comment
In the second quarter of the year, we have seen evenly
distributed growth throughout our four Nordic home
markets. The overall economic situation remains very solid
although the geopolitical environment is increasingly
unstable. However, we are closely monitoring the trends
specifically in the Swedish, Norwegian and Danish real
estate markets, where we in some areas see price levels
that could be unsustainable.
Financial outcome
The operating environment is stable in our home markets.
We have in recent quarters managed to improve margins
from very low levels, and we currently see a stabilising
trend which we expect to continue. Although demand for
corporate loans is low, we see a continued high activity
level in our corporate advisory services, and Assets under
Management is again reaching an all-time-high level of
EUR 332bn. Customer activities in the capital markets
have been lower this quarter due to low volatility.
There has been a very high activity level in the quarter in
our simplification and transformation projects, which has
impacted the costs as previously expected. Our decision to
front load some investments in compliance activities and
group projects, together with expenses related to the
domicile review, leads us to now expect costs 3-5% higher
in 2017 compared to 2016. We are confident that costs in
2018 will drop to the 2016 level.
Credit quality is solid and loan loss ratio decreased
somewhat to 13 bps. Around one third of the total net loan
losses in Q2 are related to the oil and offshore portfolio.
Our expectation is that loan losses will be below the longterm average of 16 bps in the second half of the year.
We continue to build up and strengthen our capital position
and the Common Equity Tier 1 ratio increased to 19.2%,
compared to 18.8% at the end of the first quarter.
Adding Customer Value
Nordea mobile bank has approximately 40 million log-ins
per month. A new mobile bank will be launched in Finland
during the second half of 2017 and in the other Nordic
countries in 2018. The focus is on more customer friendly
solutions allowing easy access and enhanced availability to
products and services.
We have recently partnered with the Stockholm FinTech
Hub. This follows our recent partnership with Copenhagen
FinTech Hub and with The Factory in Oslo, a start-up
accelerator.
Through partnering with Estonian start-up Feelingstream,
Nordea will be able to respond more quickly to customers
and by using Artificial Intelligence (AI) to analyse texts, new
opportunities for improving customers services will emerge.
Nordea issued its first-ever Green Bond on June 26. In
addition to providing cost-efficient funding, the Green bond
issuance is a natural step to manifest Nordea’s heightened
ambition level in the sustainability area.
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Nordea has, as a joint book runner, facilitated the largest
convertible bonds issuance in Denmark ever and thus has
been an incremental part in opening up this alternative for
our customers to finance growth.
Nordea Simplification work received the IT Innovation
Award 2017 by Retail Banker International. The award
recognised the extent of transformation that we have
undertaken.
Risk and compliance
It has been a continued development in processes and
capabilities to prevent financial crime. We are determined
to handle financial crime risks in a reliable, responsible and
effective way, thus making us an even safer choice for
customers. The Financial Crime Change Programme
(FCCP) Transition Plan, approved by the Board of
Directors, aims to lead Nordea to a 2020 target state with
fully implemented end-to-end solutions for sustainable antifinancial crime activity in the entire group.
Nordea business transformation
Our transformation programme which aims to free-up
resources is progressing according to plan.
A key milestone has been reached in the Core Banking
Programme (CBP) with the completion of a successful
customer data upload (approx. 3.8 million Finnish
household customer records) to the new Nordic core
banking platform and a key software release to the
production environment which will enable Nordea to launch
the new deposits and savings product portfolio in Finland.
We recently launched a Nordea-wide competitiveness
improvement effort which aims to support the overall
strategic transformation of the bank with a coherent,
transparent and sustainable common approach to
efficiency and productivity gains. To get where we need to
be, we are working towards becoming an efficient end-toend digital organisation, operating with common processes,
products, systems and with a shared culture and passion
for customers and our long-term relationships. This will
address the cost situation in the bank and we plan to
communicate further information in the Q3 2017 report.
The implementation of a new business culture is
developing well. We have for instance had 820
engagement sessions including approximately 28,000
employees discussing our culture from cross-functional
perspectives and a leadership forum focused on the
synergies between business and human transformation.
Nordea domicile
Nordea has during the spring reviewed where the
headquarters should be domiciled to best secure a fair,
stable and predictable regulatory environment on par with
our European peers. As a multinational bank, operating in
open economies, we view the banking union to be the
single most important factor. As new initiatives have
surfaced in Scandinavia about exploring to join the banking
union, we would like to process this information before
making a final decision in September.
Casper von Koskull
President and Group CEO
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Macroeconomy and financial
markets
The second quarter of 2017 saw continued resilience in the
global economy. European sentiment data continued to
surprise on the upside. The ECB revised their staff forecast
higher at its June meeting, seeing risks to inflation and the
economy as more balanced. Euro area inflation came
down slightly from 1.5% to 1.3% (y/y) during the second
quarter but was still at elevated levels compared to 2016.
In the US, the Federal Reserve saw through the somewhat
disappointing inflation figures in the lead-up to the June
meeting and hiked interest rates, as widely expected.
Employment data and financial conditions were deemed to
be strong enough to motivate a tightening of monetary
policy. The Federal Reserve also communicated its
intention to wind down the balance sheet by reducing
reinvestments of the bonds acquired during the QEprogram after the financial crisis in 2008. In the UK, prime
minister Theresa May called for a snap election in June.
The outcome was a major disappointment for Mrs May and
the conservatives who lost their majority and were forced to
form a coalition with the Northern Irish DUP to retain
power. The GBP weakened by 3.4% against the EUR
during the quarter. In France, Emmanuel Macron and his
newly established party first won the presidential election
by beating runner-up Le Pen by a wide margin, and then
secured the largest majority in parliament since 1968 in the
legislative election in June. The yield spread between the
French and German 10-year bonds consequently narrowed
to 33bps, 40bps tighter compared to pre-election levels. In
China, export growth and retail sales picked up during Q2.
Economic growth remained steady but was still trending
slower. In the Middle East, geopolitical tensions rose
dramatically as Saudi Arabia and neighboring allies
imposed a blockade on Qatar. Despite the increased
tension, oil prices declined with Brent ending the quarter at
USD 48.8 per barrel, down 10.9%. European equity
markets performed strongly in April following the French
election before edging lower and ended the quarter down
1.7%. Meanwhile, US equities ended the quarter on a
positive note, rising 2.6% in Q2. The German 10-year yield
increased by 14bps to 0.47% while the US 10-year yield
decreased slightly by 8bps to 2.39%.
Denmark
The Danish economy expanded by 2.6% (y/y) in the first
quarter of 2017. In that period household consumption rose
by 1.9% while exports rose by 5.9%. Households benefited
from the historically low interest rates, rising employment
and positive real wage growth. Also, households’ financial
wealth and home equity levels increased. Danish
exporters regained momentum in line with higher growth
among main trading partners. Leading indicators pointed to
growth above the long-term potential in Q2. In the housing
market, prices increased by around 4% over the last year
and housing turnover increased to the long-term average.
Residential investment in Q1 rose by 4.3% (y/y). The
Danish central bank maintained an unchanged key interest
rate in Q2 and did not do any intervention in the FX-market.
Danish equities rose by 6.0% during the quarter while the
10-year swap rate increased by 12bps to 1.13%.

Finland
The Finnish economy expanded by 2.7% (y/y) during the
first quarter of 2017. Economic sentiment and consumer
confidence improved rapidly and pointed to continued
strong growth during Q2. Economic activity, long since
boosted by domestic demand, found support from foreign
trade. Demand picked up from the main trading partners
and the export recovery appeared broad-based. Domestic
demand was strong, driven by rapidly increasing residential
and non-residential construction. Private consumption
remained strong, but more moderate improvements in
household sector purchasing power cast a shadow on
consumption growth potential. Finnish equity markets
gained more than 4% during the quarter. The Finnish 10year yield ended the quarter 5bps higher at around 50bps.
Norway
Growth in Norway showed a further pick-up in momentum
in Q1 2017, and survey data indicated a continuation of this
trend in Q2 2017. The fall in oil investments abated and the
activity level in the oil-related sectors stabilised.
Unemployment continued to slowly decrease during the
quarter. Low interest rates, NOK weakness and
expansionary fiscal policy continued to positively affect the
economy. The effect of past NOK weakening on imported
inflation showed signs of fading. Core inflation dropped by
about 2 percentage points over the past nine months and
hovered above 1.5% during the first half of 2017. As widely
anticipated, Norges Bank at its June meeting kept its key
policy rate unchanged at 0.5%. But in a significant move, it
raised the bottom of the rate path from 0.4% to 0.5%, on
better than expected developments in the economy. The 2year swap rate decreased by 5bps to 1.12% in Q2, while
the 10-year swap rate increased by 5bps to 1.96%. The
Norwegian krone was 2% weaker in trade-weighted terms
in Q2. Norwegian equities were up by 1.1%.
Sweden
GDP growth slowed in Q1 to 0.4% (q/q) and 2.2% (y/y),
mainly due to a drop in exports of services. Exports during
Q2 showed signs of recovery and key economic indicators
suggested that the healthy growth momentum in the
domestic economy continued during the second quarter.
Employment remained on a strong trend, while the
unemployment rate fell only gradually due to the large
inflow of labour. Consumer price inflation rose to around
2% (y/y), boosted by rising energy prices and the weak
SEK. Long-term inflation expectations remained anchored
at the 2% inflation target. The Riksbank, at its April
meeting, left its key policy rate unchanged at -0.50%, while
the bond purchase programme was extended by SEK 15bn
for the second half of 2017. The trade-weighted SEK
strengthened by 1% after a sharp appreciation by the end
of Q2. Swedish equities rose by 1% during the quarter. 10year government bond yields rose by 5bps to 0.65%,
driven by expectations of higher growth and inflation
globally.
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Group results and performance
Second quarter 2017
Net interest income
Net interest income in local currencies was unchanged
from the previous quarter. Lending margin was somewhat
down while deposit margins improved compared to the
previous quarter.

Net interest income in Other and eliminations was down
9% to EUR 118m compared to EUR 129m in the previous
quarter. The decrease was EUR 11m mainly due to
tightening of NIBOR spreads.

Net interest income for Personal Banking was unchanged
in local currencies from the previous quarter.

Lending volumes
Total lending to the public excluding reversed repurchase
agreements, decreased slightly to EUR 298bn (adjusted for
the reclassification of a EUR 2bn carve-out portfolio related
to the Baltic operations remaining on Nordea’s balance
sheet). Average lending volumes in local currencies in
business areas were somewhat up in Personal Banking
and Commercial & Business Banking but slightly down in
Wealth Management and Wholesale Banking.

Net interest income for Commercial & Business Banking
was up 4% in local currencies from the previous quarter
supported by pricing initiatives especially in lending
operations.
Net interest income in Wholesale Banking was down 3% in
local currencies from the previous quarter, mainly driven by
lower lending volumes in Russia and periodisation effect.
The underlying trend is stable.
Net interest income in Wealth Management was slightly
down in the quarter and amounted to EUR 27m compared
to EUR 29m in the previous quarter.

Deposit volumes
Total deposits from the public in local currencies, excluding
repos were unchanged from the previous quarter. Average
deposit volumes in business areas were up in Personal
Banking, Wealth Management and Wholesale Banking, but
somewhat lower in Commercial & Business Banking.
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Net fee and commission income
Net fee and commission income decreased 1% in local
currencies from the previous quarter.
Savings and investment commissions
Net fee and commission income from savings and investments decreased 3% in local currencies from the previous
quarter to EUR 539m. Fees were positively impacted by
AuM that increased to EUR 332.1bn at the end of the
quarter compared to EUR 330.1bn in previous quarter.
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Net inflow increased to EUR 1.9bn compared to net inflow
of EUR 1.3bn in the previous quarter. Fees were down
approximately EUR 20m due to periodisation and lower
securities brokerage and corporate finance fees.
Payments and cards and lending-related commissions
Lending-related net fee and commission income decreased
5% in local currencies to EUR 151m from the previous
quarter. Payments and cards net fee and commission
income was up 19% to EUR 148m from the previous
quarter partly related to fees from Visa and Master Card.
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Net result from items at fair value
The net result from items at fair value decreased 4% from
the previous quarter to EUR 361m and decreased 11%
from same quarter in 2016. Fair value adjustment had a
positive impact of EUR 36m up from EUR 3m in Q1 2017.
Capital Markets income for customers in Wholesale
Banking, Personal Banking, Commercial and Business
Banking and Private Banking
Customer-driven capital markets activities generated lower
income in the customer business than in the previous
quarter. The net fair value result for the business units
decreased to EUR 150m, from EUR 198m in the previous
quarter. The decrease was partially explained by EUR 37m
related to debt restructuring of customer exposure in
Shipping, Oil and Offshore.

Equity method
Income from companies accounted for under the equity
method was EUR 0m, down from EUR 4m in the previous
quarter.
Other operating income
Other operating income was EUR 21m, up from EUR 19m
in the previous quarter.

Life & Pensions
The net result from items at fair value for Life & Pensions
decreased EUR 2m from the previous quarter to EUR 57m.
Wholesale Banking other
The net fair value result for Wholesale Banking other, i.e.
income from managing the risks inherent in customer
transactions, increased to EUR 135m compared to EUR
99m in the previous quarter.
Other and eliminations
The net fair value result in Group Functions and Others was
unchanged compared to previous quarter and amounted to
EUR 19m.

Total operating income
Total income decreased by 1% in local currencies from the
previous quarter to EUR 2,407m.
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Total expenses
Total expenses in the second quarter amounted to EUR
1,291m, up 5% from the previous quarter and up 8% from
the second quarter of 2016 in local currencies.
Staff costs were slightly up in local currencies from the
previous quarter and up 6% in the same period in 2016 in
local currencies.
Other expenses were up 13% in local currencies from the
previous quarter, following higher IT and consulting costs.

Expenses related to Group projects, Compliance and Risk
that affected the P&L were EUR 149m, compared to EUR
128m in the previous quarter. In addition, EUR 80m was
capitalised compared to EUR 74m in the previous quarter.
Provisions for performance-related salaries in the second
quarter were EUR 65m, compared to EUR 81m in the
previous quarter.

Depreciations were up 5% from the previous quarter and
up 19% from same quarter of 2016.

The cost/income ratio was up to 54% in the second
quarter, compared to both the previous quarter (51%) and
the second quarter of 2016 (47%).

The number of employees (FTEs) at the end of the second
quarter was 31,847 which is more or less unchanged from
the previous quarter but up 3% from the same quarter of
2016. The increase from the second quarter of 2016 is
mainly related to compliance and risk.

As we have changed the scope and decided to front-load
some of the investments in Compliance and Group
Projects, we expect costs to be 3-5% higher 2017
compared to 2016. For 2018 we expect costs to fall to the
2016 level.
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Net loan losses

Credit portfolio

Credit quality remained solid, with positive net rating
migration in Q2, both in the retail and corporate portfolio.

Total lending to the public excluding reversed repurchase
agreements, decreased slightly to EUR 298bn (adjusted for
the reclassification of a EUR 2bn carve-out portfolio related
to the Baltic operations remaining on Nordea’s balance
sheet).

Net loan loss decreased to EUR 106m and the loan loss
ratio improved to 13 basis points (EUR 113m and 14 bps in
the previous quarter). Loan losses in Q2 are diversified
between business areas with largest individual loan loss
related to offshore portfolio.
Loan loss ratio for individual losses are 11 bps and for
collective 2 bps (in Q1, the ratio for individual losses was
16 bps and for collective it was -2 bps).
Oil and offshore-related portfolio is still regarded as high
risk and approx. one third of net loan losses in Q2 stem
from this portfolio.
Our expectation is that loan losses will be below the longterm average of 16 bps in the second half of the year.

Total impaired loans gross increased by 6% to EUR
5,975m and impairment rate gross increased to 172 bps of
total loans (162 bps in Q1) mainly related to few new
impaired customers in Oil and Offshore and Consumer
Durables. The new impaired customers have collateral
coverage driving a decrease of the provisioning ratio to
40% (44% in Q1).
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Profit
Operating profit
Operating profit excluding non-recurring items decreased
to EUR 1,010m, down 8% in local currencies compared to
the previous quarter, and down 6% compared to the same
quarter of 2016.
Taxes
Income tax expense was EUR 267m compared to EUR
258m in the previous quarter. The effective tax rate was
26.4%, compared to 23.4% in the previous quarter and
18.6% in the second quarter last year.

Net profit
Net profit decreased 11% in local currencies from the
previous quarter to EUR 743m. Return on equity was 9.5%,
down from 10.3% in the previous quarter.
Diluted earnings per share were EUR 0.18 (EUR 0.21 in
the previous quarter).

First half year 2017 compared to first half
year 2016
Total income was up 3% in local currencies and up 4% in
EUR from the prior year and operating profit was up 1% in
local currencies and up 2% in EUR from the previous year
excluding non-recurring items.

Income
Net interest income was unchanged in local currencies (up
1% in EUR) from 2016. Average lending volumes in
business areas in local currencies were slightly down by
1% compared to the first half year of 2016 while deposits
volumes were slightly up by 1%.
Net fee and commission income increased 10% in local
currencies (increased 9% in EUR) from the previous year.
Net result from items at fair value increased 2% in local
currencies (unchanged in EUR) from 2016.

Expenses
Total expenses were up 7% in local currencies (6% in
EUR) from the previous year excluding non-recurring items
and amounted to EUR 2,537m. Staff costs were up 7% in
local currencies excluding non-recurring items.

Net loan losses
Net loan loss provisions decreased to EUR 219m,
corresponding to a loan loss ratio of 14 bps (unchanged
from first half year 2016).

Net profit
Net profit excluding non-recurring items decreased 3% in
local currencies (2% in EUR) to EUR 1,587m.

Currency fluctuation impact
Currency fluctuations had no effect on income and
expenses but a negative effect of 1%-point on loan and
deposit volumes compared to a year ago.
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Other information
Capital position and risk exposure amount, REA
Nordea Group’s Basel III Common equity tier 1 (CET1)
capital ratio increased to 19.2% at the end of the second
quarter 2017, compared to 18.8% at the end of the first
quarter 2017. REA decreased EUR 3.9bn to EUR 129.7bn.
The main drivers were foreign exchange effects, improved
credit quality as well as reduced volumes. CET1 capital
decreased EUR 0.2bn driven by foreign exchange effects,
somewhat offset by the net profit for the period.
The tier 1 capital ratio increased to 21.4% compared to
21.0% in the previous quarter and the total capital ratio
increased from 24.3% to 24.6%.
The CET1 capital was EUR 24.9bn, the Tier 1 capital was
EUR 27.7bn and the Own Funds were EUR 31.8bn. The
decrease of the Own funds was, in addition to the changes
in CET1 capital, due to foreign exchange effects and
regulatory amortisation of capital instruments. The capital
requirement based on the Basel 1 transitional rules was
EUR 16.7bn and the adjusted Own Funds EUR 32.0bn.
The CRR leverage ratio remained unchanged at 4.7%
including profit, compared to the last quarter.

The Group´s Internal Capital Requirement (ICR) was at the
end of the second quarter EUR 13.6bn, a decrease of EUR
0.4bn compared to the previous quarter. The ICR should
be compared to the own funds, which was EUR 31.8bn.
The ICR is calculated based on a Pillar I plus Pillar II
approach. For more detailed information about the ICR
methodology see the Capital and Risk Management
Report.

Regulatory developments
On 29 June the Swedish FSA published the capital
assessment method for securitisations which the authority
has decided to use within the Pillar 2 process. The
document is in substance unchanged compared with the
proposal which were submitted for consultation in
December 2016. Nordea´s outstanding securitisation
transaction will not be affected by this method.

Risk exposure amount, REA (EURbn), quarterly
development

Economic Capital (EC) was at the end of the second
quarter EUR 27.3bn, lower by EUR 1.5bn compared to the
previous quarter. The main driver for the decline was the
decreased credit risk.
Common equity tier 1 (CET1) capital ratio, changes in the quarter
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Balance sheet
Total assets in the balance sheet slightly decreased by
EUR 7bn in the quarter and the asset values of derivatives
were EUR 3bn lower than in the previous period.
Loans to the public decreased slightly to EUR 315bn in the
quarter compared to EUR 320bn in the previous quarter.
Other assets increased by EUR 1bn in the quarter.

Market risk
Total market risk, measured as Value at Risk, in the trading
book was EUR 10m largely unchanged compared to the
previous quarter (EUR 9m).

Total market risk, measured as Value at Risk, in the
banking book was EUR 52m (EUR 63m in Q1 2017). The
decrease is driven by reduction in interest rates exposure.

Nordea’s funding and liquidity operations
Nordea issued approx. EUR 4.2bn in long-term funding in
the second quarter excluding Danish covered bonds and
subordinated notes, of which approx. EUR 0.9bn
represented the issuance of Finnish, Swedish and
Norwegian covered bonds in domestic and international
markets. Notable benchmark transactions in the quarter
was a USD 1.75bn dual tranche senior unsecured issuance
in May in the form of a USD 1bn 3 year fixed and a USD
750m 3 year FRN bond, a SEK 4bn dual tranche senior
unsecured issuance in June in the form of a SEK 3.250m 3
year fixed and a 750m 3 year FRN bond and finally in June
a senior unsecured issuance in the form of a EUR 500m 5
year fixed rate Green Bond. The Green Bond was the first
transaction of its kind from Nordea and was sold primarily
to dedicated green bond investors.

Nordea share and ratings
Nordea’s share price as per end of Q2 2017

Nordea ratings as per end of Q2 2017

Nordea’s long-term funding portion of total funding, at the
end of the second quarter was approx. 80%.
Short-term liquidity risk is measured using several metrics
and the Liquidity Coverage Ratio (LCR) is one such metric.
LCR for the Nordea Group was, according to the Swedish
FSA’s LCR definition, 141% at the end of the second
quarter. The LCR in EUR was 203% and in USD 165% at
the end of the second quarter. LCR for the Nordea Group
according to CRR LCR definitions was 151% at the end of
the second quarter. The liquidity buffer is composed of
highly liquid central bank eligible securities with
characteristics similar to Basel III/CRD IV liquid assets and
amounted to EUR 65bn at the end of the second quarter
(EUR 65bn also at the end of the first quarter).

Standard & Poor’s (S&P) revised the outlook for Nordea
Bank AB (publ) to stable from negative and at the same
time affirmed the AA- / A-1+ ratings.
Baltics
In August 2016, Nordea and DNB announced that they will
combine their operations in the Baltics. At the beginning of
March this year, it was announced that Luminor will be the
name of the joint Baltic bank. The merger is expected to be
completed during the fourth quarter of 2017.
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Personal Banking
Personal Banking serves Nordea’s household customers
through various channels offering a full range of financial
services and solutions. The business area includes
advisory and service staff, channels, product units, back
office and IT under a common strategy, operating model
and governance across markets. Furthermore, IT and
operations cover both the Personal Banking and
Commercial & Business Banking business areas.
Personal Banking has the largest customer base in the
Nordics. In Personal Banking some 12,000 employees
serve approx. 10 million household customers across the
Nordics and Baltics.

Personal Banking Denmark
Total income decreased from the first quarter, due to
income related to sales of general insurance in 2016 that
was booked in Q1.
Net interest income decreased due to lower consumer
lending volumes, which was only partly compensated by a
slight increase in mortgage activity.
Deposit volume increased reflecting customers’ receiving
tax refunds and dividend payments.
Loan losses remained low, with an underlying improvement
of credit quality.

Nordea’s Baltic operations, serving both household and
corporate customers, are organised as a separate entity
within Personal Banking.

An all-time-high level of customer meetings was recorded,
as a result of the continued customer focus and activities of
proactively reaching out.

Business development

Development in expenses was according to expectations.

Digital services for Household customers continued to
increase and more customers prefer to obtain advice
online. In the second quarter one in five meetings were
held online, and the total number of online meetings
increased 11% compared to Q2 last year.
The mobile bank is increasingly becoming the natural first
point of entry to the bank for Nordea’s customers in
Personal Banking. Already today, customers log on to the
mobile bank more than 40 million times a month.
During the second half of the year, Nordea will be
launching a new user-friendly Mobile Bank with new
functionalities. As one of a few banks in Europe, customers
will be able to access a meeting with an adviser instantly
through the mobile bank. And the customer will be able to
apply for a loan directly via the app. The new mobile bank
will replace the current one. It will be available for
download to Finnish customers later this year and for other
Nordic customers next year. A panel of customers is
currently testing the new mobile bank app.

Personal Banking Finland
Total income increased due to one-off while the underlying
baseline remained on par with the first quarter.
Income development was positive compared to last year,
mainly driven by cash management income and savings
income.
Lending and deposits volumes increased steadily in the
second quarter. Sales of new housing loans have been
strong, both on a quarterly basis and compared to last
year, mainly driven by growth in urban areas.
Total expenses were down from the previous year despite
investments in digital transformation. The number of FTEs
has increased compared to the first quarter due to
investment in accessibility for customers.
Loan losses remained on low level.

Personal Banking Norway
Result
Total income remained at the high level of the first quarter
result. Compared to Q2 last year, income increased 7% in
local currencies driven by both net interest income and net
fee and commission income. The development was driven
by margin increases and a higher level of activity in all
countries.
Expenses increased 8% in local currencies compared to
Q2 last year, as 2016 was positively impacted by nonrecurring items.
Lending volumes in the second quarter continued to grow,
in local currencies, though at a moderate rate which is in
with market strategy. Deposit volumes are at a record high
level following a 3% increase in local currencies from Q1.
Loan losses remained at a low level, amounting to 7 bps. of
total lending volume.

Total income in local currency was up 11% in the second
quarter, driven by both increasing net interest income and
a very high growth rate in non-interest income.
The non-interest income growth was driven by increased
activity and seasonal effects.
Lending volumes were up 2%. Deposit volumes were up
6%, due to seasonal effects.
An all-time-high 37% of all customer meetings during the
quarter were remote meetings.
Development in expenses was according to expectations
and loan losses were close to zero.
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Personal Banking Sweden
Net interest income decreased in the second quarter, as a
result of lower lending margins.
The second quarter showed slight growth in non-interest
income. High activity in the savings business and favorable
market conditions were the main drivers behind the
development.
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Net fee and commission income increased 12% on account
of both savings and lending products, as well as daily
banking services supported by growing usage of digital
channels.
Total deposits increased 11% compared to last year,
resulting from strong home-bank relationships.

Both lending and deposit volumes increased compared to
the first quarter.

Expenses increased due to both seasonal effects and
continuous focus on rigorous compliance measures.

Development in expenses was stable. Transformation of
the branch network is progressing according to plan.

Distribution agreement with Wealth
Management

Banking Baltics
Total income increased 6% compared to the first quarter,
with all the main income sources contributing to the growth.
Net interest income increased 3% driven by both business
volumes and margins.

The result excluding distribution agreement with wealth
management is according to the principle that all income,
expense, and capital is allocated to the customerresponsible unit. This principle aligns with the internal
management reporting and with the principle applied to all
other product units in the group.
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Commercial & Business Banking
Commercial & Business Banking consists of Commercial
Banking, Business Banking, Transaction Banking and
Digital Banking.
Commercial & Business Banking works with a relationshipdriven customer service model with a customer-centric
value proposition for our corporate customers. Our strategy
is to be trusted, relevant and easy to deal with for our
customers.
More than 5,800 people work in the Commercial &
Business Banking area.
Commercial Banking services large corporate customers
and Business Banking services small and medium-sized
corporate customers. Both units operate in Denmark,
Sweden, Norway and Finland and service more than
600,000 corporate customers. The customers are served
out of more than 300 physical and online branches across
the Nordics.
The Commercial & Business Banking area also consists of
Transaction Banking, which services both personal and
corporate customers across the Nordea Group. The unit
includes Cards, Trade Finance, Nordea Finance, and Cash
Management.
Digital Banking consists of approximately 370 employees
working with the digital experience for customers in both
Personal Banking and Commercial & Business Banking.

Business development
This year so far has brought several new products and
services to our customers. Our goal is to be the best
financial partner to our customers through digital channels.
Our first step in the journey to build a digital relationship is
to make banking as easy as possible through a new Nordic
online bank. We’re focusing on improving our customers’
experiences be creating simple, useful banking
functionality that is essential for our customers.
With our new pan-Nordic Netbank, we are also creating the
ability to roll-out of new, innovative experiences faster with
a single platform that is continuously developed and tested
with customers and experts from across the industry.
During summer a group of Swedish customers will be
testing a beta version of the new pan-Nordic Netbank. This
platform has been developed in close cooperation with
customers and is an example of agile development, not
only for, but also in collaboration with, our customers.”
To make it easier and more transparent to become a
customer in Nordea a new product packages Nordea
Business Start, Plus and Pro were launched in Denmark
targeting Business Banking and Business Banking Direct
customers. The packages are gaining traction.
The recently launched start-up & growth unit in Finland has
gained good momentum among the target customer group.
The unit is specialised in advising companies with high
growth ambitions and has built a network of connections to
investors, accelerators and other relevant actors. These
connections are used in helping our customers in this

unique unit. The concept is appreciated by customers,
which is evidenced by steady inflow of new customers.
We have in Q2 introduced robotics for certain processes,
which is helping our customers by decreasing the
answering time and increase the quality of these
processes.

Transaction Banking
With a team of around 2,800 people across multiple
regions, Transaction Banking (TxB) incorporates a full
value-chain and provides services to household and
corporate customers across the Nordics. The services
include payment solutions, point-of-sale solutions, supply
chain finance and working capital management: leasing,
factoring and trade finance.
The TxB organisation also represents a major innovation
hub within the bank. In the second quarter of 2017,
Transaction Banking has especially focused on customer
experience, innovation activities, compliance with new
regulations, as well as the new Nordea culture. The clear
ambition is to position Nordea as the leading TxB house in
this increasingly important banking segment. For this we
have also during the last quarter further strengthened our
customer-centric culture and enhanced the cooperation
across the different TxB products – for the benefit of
customers who will increasingly receive one aligned TxB
offering.
Furthermore several successful market launches have
been executed, providing increase in simplicity and
flexibility to our customers, such as the Nordea
OpenBanking portal, the mobile payments solutions Siirto
(Finland) and SamsungPay (Sweden), the contribution to
Corda (R3’ distributed ledger platform), as well as the
increasingly interlinked WCM & Trade Finance offering.
This successful road will be continued and we expect to
launch new Consumer Finance functionalities during H2
2017 (invoice solutions and broker functionality).

Result
Total income increased 1% compared to the first quarter,
driven by all main income lines. Total income in the first
quarter was positively impacted by dividend pay-outs from
an associated company.
Net interest income increased 2% from the previous
quarter supported by pricing initiatives especially on the
lending side. Lending volumes in local currency were
slightly up compared to the first quarter while deposit
volumes were flat.
Net fee and commission income, driven by payment
commission income, increased by 6% from the previous
quarter. Net result from items at fair value was up 11%
driven by a few large transactions.
Total expenses up 3% from previous quarter, and down 7%
compared to the same quarter last year. Loan losses were
stable and operating profit increased 1% from the first
quarter.
Economic capital (EC) increased 3% and Risk exposure
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amount (REA) increased 1% impacted by FIRB roll-out for
Sovereign and Institutions. ROCAR was unchanged at 9%.

Commercial Banking – result
Total income decreased by 4% as the first quarter was
positively impacted by dividend pay-out from an associated
company. Income increased 1% compared to the same
quarter last year.
Net interest income continued on an upward trend
increased 2% in the quarter supported by pricing initiatives.
Lending volumes increased 2% while deposit volumes
were flat in local currency.
Net commission income was unchanged and net result
from items at fair value increased 5% from the previous
quarter.
Total expenses decreased 2% from the previous quarter
and was unchanged compared to the same period last
year. Net loan losses decreased 47% leading to a 6%
increase in operating profit.
Economic capital (EC) increased 5% from the previous
quarter and Risk exposure amount (REA) increased 2 %
leading to unchanged ROCAR from the previous quarter.

Business Banking – result
Total income increased by 3% from the previous quarter
driven by net interest income and net result from items at
fair value.
Net interest income increased 3% supported by pricing
initiatives. Both lending and deposit volumes were stable in
local currency.

24(71)

Net commission income decreased 4% while net result of
items at fair value increased 34% from the previous quarter
and 10% compared to the same period last year.
Total expenses decreased 5% both compared to the
previous quarter and the same period last year. Net loan
losses increased compared to the first quarter that included
large reversals, but were on a low level.
Operating profit decreased 1% in the quarter, but is 57%
higher than the same quarter last year.
Economic capital (EC) and Risk exposure amount (REA)
were unchanged from the previous quarter. The same for
ROCAR which also was unchanged at 11%.

Credit quality
Net loan losses decreased 6% from the first quarter. The
loan loss ratio was 8 basis points, down from 9 basis points
in the first quarter. Credit quality remained solid.

Distribution agreement with Wealth
Management
The result excluding distribution agreement with wealth
management is according to the principle that all income,
expense, and capital is allocated to the customer
responsible unit. This principle aligns with the internal
management reporting and with the principle applied to all
other product units in the group.
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Wholesale Banking
Wholesale Banking provides financial solutions to Nordea’s
largest corporate and institutional customers. The business
area incorporates the entire value chain including customer
and product units as well as supporting IT and
infrastructure.
Wholesale Banking emphasises a return-driven culture
through continuous improvements and disciplined cost and
capital management. A relationship-driven customer
service model and effective business selection support
income development and capital allocation.

Business development
Customer activity was solid in the second quarter despite
the continued challenging macroeconomic environment
and the uncertainty surrounding the French election and
Article 50 being triggered in UK.
Wholesale Banking was recognised for its leading markets
capabilities, and the strong performance evidenced by
several no. 1 rankings from Prospera and others.
Additionally Nordea was rated number one in Nordic stockpicking for the sixth time in seven consecutive years.
The nominations follow several market-leading league
table positions.
Banking
Customer activity improved in Q2 compared to the first
quarter in 2017 with emerging signs of increasing
borrowing needs.
Loan market continued to feature high lending capacity and
risk appetite among Nordic banks leading to aggressive
pricing. Business selection principles are applied in order to
match the balance sheet commitment and ancillary
business.
Institutional customer activity was mixed during the second
quarter with low volatility across asset classes and a
somewhat reduced trading activity. Risk appetite for Nordic
assets remains strong, in particular for fixed income
products.
Customer activity in Shipping, Offshore & Oil Services was
moderate during the quarter. Low oil price combined with
lower exploration and production spending among oil and
gas companies continues to negatively affect the offshore
market.

Customer activity in the FICC business for FX and
derivatives remained subdued during Q2 due to these
challenging market conditions.
Nordea has enjoyed a strong run across the fixed income
universe during the second quarter, with several notable
mandates won and successfully executed. Nordea's
position within Liability Management has proved to be an
important enabler, in particular in the Blue Chip segment.
During the quarter Nordea strengthened its market-leading
position, evident by several number 1 league table
positions.
On the back of favorable credit market conditions, activity
has also been high in the Leveraged Finance space where
the trend of converging loan and bond markets continued
for larger transactions. Nordea has maintained its market
leading position across the region and during the quarter
executed a number of LBO-related loan and bond
transactions. Strong equity and fixed income markets, and
consequently numerous listings and refinancings away
from the traditional bank market, kept overall LBO lending
volume flat or lower than during previous quarters.
Activity in the Nordic ECM during the second quarter
declined compared to the high level last year, mainly due to
fewer large transactions. Nordea acted as book runner in
the two largest Nordic ECM transactions (the Ahlsell
placing and the Munters IPO) during the quarter
underlining the market-leading position. In contrast to the
increase seen in the broader European market, Nordic
M&A activity declined in the quarter compared to second
quarter last year, due to a lower number of announced
transactions.
In general the Nordic equity markets gained from April
through May under increasing volumes with tightening
spreads. Momentum slowed in June, and the market
stagnated. The spreads remained tight throughout the
period.

Credit quality
Net loan losses decreased to EUR 64m, primarily reflecting
lower net reservations in Shipping, Offshore & Oil Services.
The loan loss ratio was 34 bps, down 10 bps from previous
quarter.

Result

In Russia, customer activity was moderate to low and
contributed positively to the overall strategy of reducing
exposures due to the geopolitical and economic
environment.

Total income was EUR 501m, down 11% from the previous
quarter, mainly due to lower lending volumes in Russia
affecting NII, higher commission expenses and debt
restructuring of customer exposure in Shipping, Offshore &
Oil Services negatively affecting items at fair value.

Capital markets
FICC activity was influenced by several events which
contributed to uncertainty in the market; particularly the
French election, and UK’s path to Brexit. Despite these
uncertainties, markets were characterised by continued low
interest rates and further compression of volatility driven by
central banks’ quantitative easing (QE).

Total expenses decreased to EUR 228m in the second
quarter, equivalent to a 6% decrease compared with the
same quarter last year. Sustained strict resource
management resulted in a competitive cost/income ratio of
46%.
Operating profit was EUR 209m and the business area
ROCAR decreased by 1%-point from the previous quarter.
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Corporate & Institutional Banking
Total income was EUR 349m, down 1% from the previous
quarter. Net interest income was EUR 134m up 6% from
the previous quarter, reflecting somewhat higher margins.

Net loan losses decreased to EUR 39m in the second
quarter.

Net fee and commission income was down 2% to EUR
138m and items at fair value decreased by EUR 7m from
the previous quarter.

Banking Russia
Total income was EUR 31m, down 18% from the previous
quarter following a decrease of EUR 0.5bn in lending
volumes in Q2. Credit quality has remained stable despite
the economic environment.

Lending volume decreased 2% from the previous quarter to
EUR 37.5bn.
Institutional customer income fell slightly compared to the
first quarter. Customers continued to focus on liquidity and
high quality assets, combined with investments in
alternative assets.
Corporate & Institutional Banking ROCAR for the second
quarter was 12%, down 1%-points from the previous
quarter.
Shipping, Offshore & Oil Services
Total income was EUR 35m, down 56% from the previous
quarter, mainly due to negative fair value credit
adjustments within the offshore portfolio.
Net interest income was down 3% reflecting lower average
loan volumes and net fee and commission was down 9%
compared to the previous quarter.

Wholesale Banking other
(including Capital Markets unallocated)
Wholesale Banking other total income decreased with EUR
6m from the previous quarter, mainly due to increased
commission expenses.
Wholesale Banking other is the residual result not allocated
to customer units. This income includes the unallocated
income from Capital Markets and International Division. It
also includes the additional liquidity premium for the
funding cost of long-term lending and deposits in
Wholesale Banking.
Wholesale Banking other comprises all staff in Capital
Markets as well as support units. The costs are to a large
extent allocated to customer units.
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Wealth Management
Wealth Management provides high-quality investment,
savings and risk management solutions. It manages
customers’ assets and provides financial advice to high net
worth individuals and institutional investors. The area
consists of the three businesses: Private Banking serving
customers from 67 branches in the Nordics as well as from
offices in Luxembourg and Singapore; Asset Management
responsible for actively managed investment funds and
mandates and for serving institutional asset management
customers; Life & Pensions serving customers with a full
range of pension, endowment and risk products. Wealth
Management is the largest Nordic private bank, Life &
Pensions provider and asset manager.

Business development
Financial markets rose against the backdrop of a sustained
recovery and renewed business confidence in Europe.
Geopolitical uncertainty persisted, especially around Brexit
and threats of rising protectionism. Wealth Management
consistently attracted assets, offering sturdy returns in an
uncertain economic climate.
Nordea’s Assets under Management (AuM) increased to
EUR 332bn, up EUR 2bn or 1% from the previous quarter,
and up 11% from the same quarter last year. The increase
in AuM in the second quarter was due to market
appreciation of EUR 0.1bn, and net inflow of EUR 1.9bn,
ending the quarter with AuM at another all-time high.
In an environment of high market valuations and lower
volatility there are signs that Private Banking clients are
becoming more risk adverse. This is in turn reflected in
decreased trading activities.
Private Banking continues its efforts to enhance
productivity. Initiatives include the simplification of IT
systems, increased globalised processes and a
transformation towards an Agile way of working. The
transformation and simplification resulted in the closure of
the Zurich branch in Switzerland and focus on Luxembourg
as the international hub in Europe.
Asset Management maintains its strong momentum and
realised strong revenue growth. Following record high
sales in international 3rd party fund distribution in recent
years, the focus in 2017 is to preserve the current asset
base as net flow for Q2 of EUR 0.2bn is in line with
expectations. Net flow in the institutional client segment
picked up in the second quarter and amounted to EUR
0.7bn. Net flow in Nordic Retail funds was flat at EUR
0.3bn.
Nordea’s Multi-Asset solutions remained popular among
investors during the quarter, contributing the vast majority
of net flows. Asset allocation in Fixed Income shifted within
Institutional and 3rd party distribution where clients
favoured Covered Bonds and Emerging Market Debt.
Asset Management registered the biggest increase in Total
Brand Score in The Fund Brand 50 Report and is now in
top 10 of the annual brand ranking of the European Asset
Management Industry.

Investment performances are above target with 88% of all
composites outperforming benchmarks over 3 years.
Life & Pensions’ gross written premiums in second quarter
reached EUR 1,889m, 23% higher than the same quarter
last year and 6% lower than in the previous quarter. The
Nordea distribution network generated 67% of the market
return premiums sales in the second quarter.
In the second quarter, market return- and risk products
accounted for 93% of total gross written premiums, in the
same quarter last year the market return- and risk products
accounted for 91%. Market return products continued to
support the growth in AuM and amounted to 63% of total
AuM in Life & Pensions at the end of the second quarter, in
the same quarter last year the contribution from market
return products was 58%.

Result
Second quarter income was EUR 530m, flat from the
previous quarter and up 7% compared to the same quarter
last year. The increase in the second quarter was mainly
due to income growth in Asset Management.
Costs increased 10% from the previous quarter and 17%
from the same quarter last year due to compliance related
costs in Private Banking and higher staff costs in Asset
Management. Operating profit in the second quarter was
EUR 282m, down 7% from the previous quarter and flat
from the same quarter last year.

Private Banking
Total income was EUR 133m during the second quarter,
which is 4% lower than the same period last year. A
decrease in trading activity had a negative effect on income
in Private Banking. The cost increase can be largely
attributed to extraordinary cost for regulatory remediation
and business transformation. Operating profit stands at
EUR 15m and ROCAR at 6%.

Asset Management
Asset Management income was EUR 243m in the second
quarter, up 2% from the previous quarter and up 14% from
the same quarter last year. The increase was mainly the
result of an increase in average AuM. Operating profit was
EUR 171m, up 1% from the previous quarter and up 13%
from the same quarter last year.

Life & Pensions
Total income was EUR 154m in the second quarter, down
3% from the previous quarter and up 4% from the same
quarter last year. Operating profit was EUR 101m, down
4% from the previous quarter and up 1% from the same
quarter last year.

Wealth Management other
Wealth Management other consists of income and costs
related to the Wealth Management business area, but not
allocated to the business units.
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Group Functions and other
Together with the results in the business areas, the results
of Group Functions & other add up to the reported result for
the Group. The main income originates from Group
Treasury & ALM together with Capital Account Centre,
through which capital is allocated to business areas.

Business development – Nordea’s funding,
liquidity and market risk management
At the end of the second quarter, the proportion of longterm funding of total funding was approx. 80%, almost
unchanged compared to the end of the first quarter.
The structural liquidity risk of Nordea is measured and
limited through an internal model which conceptually
resembles the proposed Net Stable Funding Ratio (NSFR),
but applies internal-based assumptions for the stability of
assets and liabilities. The structure of the balance sheet is
considered conservative and well-balanced and
appropriately adapted to the current economic and
regulatory environment, also in terms of structural liquidity
risk.
Short-term liquidity risk is measured using several metrics
and Liquidity Coverage Ratio is one of the metrics. LCR for
the Nordea Group was 141% at the end of the second
quarter. The LCR in EUR was 203% and in USD 165% at
the end of the second quarter. LCR for the Nordea Group
according to CRR LCR definitions was 151% at the end of
the fourth quarter. The liquidity buffer comprises highly
liquid, primarily Nordic government and covered bonds
which are all central bank eligible securities with
characteristics similar to Basel III/CRD IV. The liquidity
buffer amounted to EUR 65bn at the end of the second
quarter (EUR 65bn also at the end of the first quarter).
The outstanding volume of short-term debt was at the end
of the second quarter EUR 39bn.

Nordea issued approx. EUR 4.2bn in long-term funding in
the fourth quarter excluding Danish covered bonds and
subordinated notes, of which approx. EUR 0.9bn
represented the issuance of Finnish, Swedish and
Norwegian covered bonds in domestic and international
markets. Notable benchmark transactions in the quarter
was a USD 1.75bn dual tranche senior unsecured issuance
in May in the form of a USD 1bn 3 year fixed and a USD
750m 3 year FRN bond, a SEK 4bn dual tranche senior
unsecured issuance in June in the form of a SEK 3,250m
3-year fixed and a 750m 3 year FRN bond and finally in
June a senior unsecured issuance in the form of a EUR
500m 5 year fixed rate Green Bond. The Green Bond was
the first transaction of its kind from Nordea and was sold
primarily to dedicated green bond investors.
The market risk on Group Treasury & ALM’s interest-rate
positions, calculated as average VaR, was EUR 45m in the
second quarter. The risk related to equities, calculated as
VaR, was EUR 2m and the risk related to credit spreads
(VaR) was EUR 1m. Interest rate risk increased slightly
whereas equity and credit spread risk were stable
compared to the first quarter.

Result
Total operating income was EUR 130m in the second
quarter, up from EUR 127m in the previous quarter. Net
interest income decreased to EUR 118m in the second
quarter compared to EUR 129m in the previous quarter.
The net result from items at fair value was unchanged
compared to the previous quarter and amounted to EUR
19m. Operating profit in Q2 was EUR 43m (EUR 63m in
Q1).
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Notes to the financial statements
Note 1 Accounting policies
The consolidated interim financial statements are
presented in accordance with IAS 34 “Interim Financial
Reporting”. In addition, certain complementary rules in
the Swedish Annual Accounts Act for Credit Institutions
and Securities Companies (1995:1559), the accounting
regulations of the Swedish Financial Supervisory
Authority (FFFS 2008:25 including amendments) and the
Supplementary Accounting Rules for Groups (RFR 1)
from the Swedish Financial Reporting Board have been
applied.
The same accounting policies and methods of
computation are followed as compared to the Annual
Report 2016, for more information see Note G1 in the
Annual Report 2016. For changes implemented during
2017, see “Changed accounting policies and
presentation” below.

Changed accounting policies and presentation
Amendments have been made in the Swedish Annual
Accounts Act for Credit Institutions and Securities
Companies (1995:1559). These amendments were
implemented 1 January 2017 but have not had any
significant impact on Nordea’s financial statements.
The Swedish Financial Reporting Board has amended
the accounting recommendation for groups by issuing
“RFR 1 Supplementary Accounting Rules for Groups –
January 2017”. These changes were implemented by
Nordea 1 January 2017 but have not had any significant
impact on Nordea’s financial statements.

Changes in IFRSs not yet applied
IFRS 9 ”Financial instruments”
IASB has completed the new standard for financial
instruments, IFRS 9 “Financial instruments”. IFRS 9
covers classification and measurement, impairment and
general hedge accounting and replaces the current
requirements covering these areas in IAS 39. IFRS 9 is
effective as from annual periods beginning on or after 1
January 2018. The standard is endorsed by the EUcommission. Earlier application is permitted, but Nordea
does not intend to early adopt the standard. Nordea
does not either intend to restate the comparative figures
for 2017 in the annual report 2018 due to IFRS 9.
Classification and measurement
The classification and measurement requirements in
IFRS 9 state that financial assets should be classified as
and measured at amortised cost, fair value through profit
and loss or fair value through other comprehensive
income. The classification of a financial instrument is
dependent on the business model for the portfolio where
the instrument is included and on whether the cash flows
are solely payments of principal and interest (SPPI).
In order to assess the business model, Nordea has
divided its financial assets into portfolios and/or subportfolios based on how groups of financial assets are
managed together to achieve a particular business
objective. To derive the right level on which portfolios are
determined, Nordea has taken the current business

area structure into account. When determining the
business model for each portfolio Nordea has analysed
the objective with the financial assets as well as for
instance past sales behaviour and management
compensation.
Nordea has analysed whether the cash flows from the
financial assets held as of 31 December 2015 are SPPI
compliant. This has been performed by grouping
contracts which are homogenous from a cash flow
perspective and conclusions have been drawn for all
contracts within that group.
The business model assessment and SPPI analysis
have not been finalised for Nordea Life & Pension as
Nordea has awaited the IFRS 9 EU endorsement
process. It is currently expected that the EU will
postpone the implementation of IFRS 9 for insurance
companies until 2021 when IFRS 17 “Insurance
contracts” is implemented.
The analysis of the business model and the SPPI review
described above have not resulted in any significant
changes compared to how the financial instruments are
measured under IAS 39. No significant impact is thus
expected on Nordea’s financial position, financial
performance or equity in the period of initial application.
No significant impact on the capital adequacy, large
exposures, risk management or alternative performance
measures is expected in the period of initial application.
These tentative conclusions are naturally dependent on
the financial instruments on Nordea’s balance sheet at
transition.
Impairment
The impairment requirements in IFRS 9 are based on an
expected loss model as opposed to the current incurred
loss model in IAS 39. The scope of IFRS 9 impairment
requirements is also broader than IAS 39. IFRS 9
requires all assets measured at amortised cost and fair
value through other comprehensive income, as well as
off-balance commitments including guarantees and loan
commitments, to be included in the impairment test.
Currently Nordea does not calculate collective provisions
for off-balance sheet exposures or the financial
instruments classified into the measurement category
available for sale (AFS).
The assets to test for impairment will be divided into
three groups depending on the stage of credit
deterioration. Stage 1 includes assets where there has
been no significant increase in credit risk, stage 2
includes assets where there has been a significant
increase in credit risk and stage 3 includes defaulted
assets. Significant assets in stage 3 are tested for
impairment on an individual basis, while for insignificant
assets a collective assessment is performed. In stage 1,
the provisions should equal the 12 month expected loss.
In stage 2 and 3, the provisions should equal the lifetime
expected losses.
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One important driver for the size of provisions under
IFRS 9 is the trigger for transferring an asset from stage
1 to stage 2. Nordea has yet to decide how much
relevant parameters used for identifying the increase in
credit risk need to change in order to constitute a
“significant increase”. For assets held at transition,
Nordea has tentatively decided to use the change in
internal rating and scoring data to determine whether
there has been a significant increase in credit risk or not.
For assets to be recognised going forward, changes to
the lifetime Probability of Default (PD) will be used as the
trigger. Nordea has concluded it is not possible to
calculate the lifetime PDs without undue cost or effort
and without the use of hindsight for assets already
recognised on the balance sheet at transition. For assets
evaluated based on lifetime PDs, Nordea has tentatively
decided to use a mix of absolute and relative changes in
PD as the transfer criterion. In addition, customers with
forbearance measures and customers with payments
more than thirty days past due will also be transferred to
stage 2.
Nordea’s current model for calculating collective
provisions defines a loss event as a deterioration in
rating/scoring, but it is not expected that the loss event in
the current model will equal the triggering event for
moving items from stage 1 to stage 2 under IFRS 9.
The provisions under IFRS 9 will be calculated as the
exposure at default times the probability of default times
the loss given default. For assets in stage 1 this
calculation will only be based on the coming 12 months,
while it for assets in stage 2 will be based on the
expected lifetime of the asset.
For assets where there has been a significant increase
in credit risk, Nordea currently holds provisions based on
the losses estimated to occur during the period between
the date when the loss event occurred and the date
when the loss event is identified on an individual basis,
the so called “Emergence period”, while IFRS 9 will
require provisions equal to the lifetime expected loss.
When calculating lifetime losses under IFRS 9, including
the staging assessment, the calculation should be based
on probability weighted forward looking information.
Nordea has tentatively decided to apply three macroeconomic scenarios to address the non-linearity in
expected credit losses. The different scenarios will be
used to adjust the relevant parameters for calculating
expected losses and a probability weighted average of
the expected losses under each scenario will be
recognised as provisions.
It is expected the new requirements will increase loan
loss provisions and decrease equity in the period of
initial application. It is not expected to have any material
impact on large exposures. The impact on capital
adequacy is not possible to determine as it is expected
that the European Parliament and the Council will issue
new rules for the transition to IFRS 9, but these are not
yet final. It is furthermore expected that the long term
effects, once the transitional rules become obsolete, will
be negative on capital adequacy, as the reduction in
equity is expected to reduce CET 1 capital. It is however
not expected the full increase in provisions will decrease
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CET 1 capital as there are offsetting effects, for instance
the current shortfall deduction that is expected to be
reduced when provisions are calculated under IFRS 9.
Impairment calculations under IFRS 9 will require more
experienced credit judgements by the reporting entities
than is required by IAS 39 today and a higher
subjectivity is thus introduced. The inclusion of forward
looking information adds complexity and makes
provisions more dependent on management’s view of
the future economic outlook. It is expected that the
impairment calculations under IFRS 9 will be more
volatile and pro-cyclical than under IAS 39, mainly due to
the significant subjectivity applied in the forward looking
scenarios.
Hedge accounting
The main change to the general hedge accounting
requirements is that the standard aligns hedge
accounting more closely with the risk management
activities. As Nordea generally uses macro (portfolio)
hedge accounting Nordea’s assessment is that the new
requirements will not have any significant impact on
Nordea’s financial statements, capital adequacy, large
exposures, risk management or alternative performance
measures in the period of initial application.
Nordea’s tentative conclusion is to continue using the
IAS 39 hedge accounting requirements also after IFRS 9
has been implemented, but that remains to be
confirmed.
IFRS 15 “Revenue from Contracts with Customers”
The IASB published the new standard, IFRS 15
“Revenue from Contracts with Customers” in 2014.
Clarifications to the standard were published in April
2016. The new standard outlines a single
comprehensive model of accounting for revenue arising
from contracts with customers and supersedes current
revenue recognition standards and interpretations within
IFRS, such as IAS 18 “Revenue”. The new standard is
effective for annual periods beginning on or after 1
January 2018, with earlier application permitted. The
standard was endorsed by the EU-commission in 2016
and the clarifications are expected to be endorsed in
2017.
The standard does not apply to financial instruments,
insurance contracts or lease contracts. The current
assessment is that the new standard will not have any
significant impact on Nordea’s financial statements,
capital adequacy, or large exposures in the period of
initial application.
Amendments to IFRS 10 and IAS 28 “Sale or
Contribution of Assets between an Investor and its
Associate or Joint Venture”
The IASB has amended the requirements in IFRS 10
and IAS 28 regarding sales and contribution of assets
between an investor and its associate or joint venture
due to inconsistent treatment of gains and losses of such
transactions in those standards. The IASB has thereafter
proposed to defer indefinitely the effective date and
permit earlier application. The amendments are not yet
endorsed by the EU commission. Nordea does not
currently intend to early adopt the amendments.
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The new requirements are not expected to have any
impact on Nordea’s financial statements, capital
adequacy, or large exposures in the period of initial
application as the new requirements are in line with
Nordea’s current accounting policies.
IFRS 16 “Leases”
The IASB published the new standard, IFRS 16 “Leases”
in 2016. The new standard changes the accounting
requirements for lessees. All leases (except for short
term- and small ticket leases) should be accounted for
on the balance sheet of the lessee as a right to use the
asset and a corresponding liability, and the lease
payments should be recognised as amortisation and
interest expense. The accounting requirements for
lessors are unchanged. Additional disclosures are also
required. The new standard is effective for annual
periods beginning on or after 1 January 2019 and earlier
application is permitted. The standard is expected to be
endorsed by the EU in 2017 and Nordea does not intend
to early adopt the standard.
The main impact on Nordea’s financial statements is
expected to come from the accounting of property
leases. Such leasing contracts will be accounted for on
the balance sheet to a larger extent than today. No
significant impact is currently expected on the income
statement or equity, although the presentation is
expected to change in the income statement. It is too
early to comment on the impact on large exposures and
capital adequacy as the relevant requirements are not
yet final.
IFRS 17 “Insurance Contracts”
The IASB has published the new standard IFRS 17
“Insurance contracts”. The new standard will change the
accounting requirements for recognition, measurement
and disclosure of insurance contracts.
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The measurement principles will change from a nonuniform accounting policy based on the local accounting
policies in the life insurance subsidiaries to a uniform
accounting policy based on the three measurement
models Building Block Approach (BBA), Variable Fee
Approach (VFA) and Premium Allocation Approach
(PAA). The model application depends on the terms of
the contracts (long term, profit sharing or short term).
The three measurement models include consistent
definitions of the contractual cash-flows, risk adjustment
margin and discounting. These definitions are based on
the similar principles as the measurement principles for
technical provisions in the Solvency II capital
requirement directives. Unearned future premiums will
be recognised as a provision on the balance sheet and
released to revenue when the insurance service is
provided. Any unprofitable contracts will be recognised
in the income statement at the time when the contract is
signed and approved.
The new standard is effective for the annual period
beginning on or after 1 January 2021 and earlier
application is permitted. The standard is not yet
endorsed by the EU-commission. Nordea does not
currently intend to early adopt the standard. Nordea’s
current assessment is that the new standard will not
have any significant impact on Nordea’s capital
adequacy or large exposures in the period of initial
application. It is not yet possible to conclude on the
impact on Nordea’s financial statements.
Other amendments to IFRS
Other amendments to IFRS are not assessed to have
any significant impact on Nordea’s financial statements,
capital adequacy or large exposures in the period of
initial application.
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Note 13 Risks and uncertainties
Nordea is subject to various legal regimes and
requirements, including those of the Nordic countries, the
European Union and the United States. Governmental
authorities that administer and enforce those regimes
regularly conduct investigations with regards to Nordea’s
regulatory compliance, including compliance with antimoney laundering (AML) and economic sanction
requirements.
The SFSA has closed the investigation related to the
‘Panama’ papers without any sanctions.

As announced in the previous quarter, the Nordea Group is
responding to inquiries from U.S. governmental authorities
regarding historical compliance with certain U.S. financial
sanctions during 2008 - 2013. The outcome of some
investigations is pending and it cannot be excluded that
these investigations could lead to criticism or sanctions.
Nordea has made significant investments to address the
deficiencies highlighted by the investigations. The
strengthening of the compliance governance framework
has continued, and the Consequence Management
Committee and the Product Oversight Committee have
been established in Q1.
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Nordea Bank AB (publ)
Note 1 Accounting policies
The interim financial statements for the parent company,
Nordea Bank AB (publ) are presented in accordance with
the Swedish Annual Accounts Act for Credit Institutions
and Securities Companies (1995:1559), the accounting
regulations of the Swedish Financial Supervisory Authority
(FFFS 2008:25 including amendments) and the accounting
recommendation for legal entities (RFR 2) issued by the
Swedish Financial Reporting Board.
This means that the same accounting policies and methods
for computation are followed as compared with the Annual
Report 2016, for more information see Note P1 in the
Annual Report 2016. For changed accounting policies
implemented during 2017, see “Changed accounting
policies and presentation” below.

Changed accounting policies and presentation
Amendments have been made to the Swedish Annual
Accounts Act for Credit Institutions and Securities
Companies (1995:1559).

These amendments were implemented on 1 January 2017.
The amendments have not had any significant impact on
the financial statements.
The Swedish Financial Reporting Board has amended the
accounting recommendation for legal entities by issuing
“RFR 2 Accounting for Legal Entities – January 2017”.
These amendments were implemented 1 January 2017 but
have not had any significant impact on the financial
statements.

Changes in IFRSs not yet applied
Information on forthcoming changes in IFRS not yet
implemented can be found in the section “Changes in
IFRSs not yet applied” in Note 1 for the Group. The
conclusions within this section are also, where applicable,
relevant for the parent company.
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Glossary
Return on equity
Net profit for the period excluding non-controlling interests
as a percentage of average equity for the year. Average
equity including net profit for the year and dividend until
paid, non-controlling interests excluded.
Total shareholders return (TSR)
Total shareholders return measured as growth in the value
of a shareholding during the year, assuming the dividends
are reinvested at the time of the payment to purchase
additional shares.
Tier 1 capital
The Tier 1 capital of an institution consists of the sum of
the Common equity tier 1 capital and Additional Tier 1
capital of the institution. Common equity tier 1 capital
includes consolidated shareholders’ equity excluding
investments in insurance companies, proposed dividend,
deferred tax assets, intangible assets in the banking
operations, the full expected shortfall deduction (the
negative difference between expected losses and
provisions) and finally other deductions such as cash flow
hedges.
Tier 1 capital ratio
Tier 1 capital as a percentage of risk exposure amount.
The Common equity tier 1 capital ratio is calculated as
Common equity tier 1 capital as a percentage of risk
exposure amount.
Loan loss ratio
Net loan losses (annualised) divided by quarterly closing
balance of loans to the public (lending).
Impairment rate, gross
Individually assessed impaired loans before allowances
divided by total loans before allowances.

Impairment rate, net
Individually assessed impaired loans after allowances
divided by total loans before allowances.
Total allowance rate
Total allowances divided by total loans before allowances.
Allowances in relation to impaired loans
Allowances for individually assessed impaired loans
divided by individually assessed impaired loans before
allowances.
Total allowances in relation to impaired loans
(provisioning ratio)
Total allowances divided by total impaired loans before
allowances.
Non-servicing, not impaired
Past due loans, not impaired due to future cash flows
(included in Loans, not impaired).
Economic capital
Economic Capital is Nordea’s internal estimate of required
capital and measures the capital required to cover
unexpected losses in the course of its business with a
certain probability. EC uses advanced internal models to
provide a consistent measurement for Credit Risk, Market
Risk, Operational Risk, Business Risk and Life Insurance
Risk arising from activities in Nordea’s various business
areas. The aggregation of risks across the group gives rise
to diversification effects resulting from the differences in
risk drivers and the improbability that unexpected losses
occur simultaneously.
ROCAR
ROCAR, % (Return on Capital at Risk) is defined as Net
profit excl non-controlling interests and non-recurring items,
in percentage of Economic capital. For Business areas it is
defined as Operating profit after standard tax in percentage
of Economic capital.

For a list of further Alternative Performance Measures and business definitions, http://www.nordea.com/en/investorrelations/reports-and-presentations/select-reports-and-presentations/ and the Annual Report.
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For further information:
-

A press conference with management will be held on 20 July at 8.30 CET, at Mäster Samuelsgatan17,
Stockholm where Casper von Koskull, President and Group CEO, will present the results.
The presentation will be conducted in English and can be viewed live on www.nordea.com. where the
presentation material will also be found.

-

After the results presentation, there will be a Q&A session (starting at approximately 09.00 with Torsten Hagen
Jørgensen, Group COO and Rodney Alfvén, Head of Investor Relations); please dial +44(0)20 3427 1910 or
+46(0)8 5033 6539 confirmation code 9955905 no later than 08.20 CET.

-

After the conference an indexed on-demand replay will be available on www.nordea.com. A replay will also be
available until 27 July by dialing +44(0)20 3427 0598 or +46(0)8 5051 3897, access code 9955905.

-

An analyst and investor presentation will be held in London on 21 July at 08.00 local time at Hyatt Regency
London, 30 Portman Square, London W1H 7BH.

-

This Interim report, an investor presentation and a fact book are available on www.nordea.com.
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Contacts:
Casper von Koskull, President and Group CEO
Torsten Hagen Jørgensen, Deputy CEO and Group COO
Rodney Alfvén, Head of Investor Relations
Sara Helweg-Larsen, Head of Group Communications

+46 10 157 10 20
+45 55 47 22 00
+46 72 235 05 15
+45 22 14 00 00

Financial calendar
26 October 2017 – Third Quarter Report 2017 (silent period starts 7 October 2017)

The Board of Directors and the President and Group CEO certify that this interim report provides a fair overview of the
Parent Company’s and the Group’s operations, their financial position and result, and describes material risks and
uncertainties that the Parent Company and other companies in the Group are facing.

Stockholm 20 July 2017

Björn Wahlroos
Chairman

Lars G Nordström
Vice Chairman

Kari Ahola
Board member¹

Pernille Erenbjerg
Board member

Robin Lawther
Board member

Toni H. Madsen
Board member¹

Gerhard Olsson
Board member¹

Sarah Russell
Board member

Silvija Seres
Board member

Kari Stadigh
Board member

Birger Steen
Board member

Maria Varsellona
Board member

Lars Wollung
Board member

Casper von Koskull
President and Group CEO
¹ Employee representative
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This report is published in one additional language version, in Swedish. In the event of any inconsistencies between the
Swedish language version and this English version, the English version shall prevail.
The information provided in this press release is such, which Nordea is required to disclose pursuant to the Swedish
Financial Instruments Trading Act (1991:980) and/or the Swedish Securities Markets Act (2007:528).

This report contains forward-looking statements that reflect management’s current views with respect to certain future
events and potential financial performance. Although Nordea believes that the expectations reflected in such forwardlooking statements are reasonable, no assurance can be given that such expectations will prove to have been correct.
Accordingly, results could differ materially from those set out in the forward looking statements as a result of various
factors. Important factors that may cause such a difference for Nordea include, but are not limited to: (i) the
macroeconomic development, (ii) change in the competitive climate, (iii) change in the regulatory environment and other
government actions and (iv) change in interest rate and foreign exchange rate levels. This report does not imply that
Nordea has undertaken to revise these forward-looking statements, beyond what is required by applicable law or
applicable stock exchange regulations if and when circumstances arise that will lead to changes compared to the date
when these statements were provided.

Nordea Bank AB (publ)
Smålandsgatan 17
SE-105 71 Stockholm
www.nordea.com/ir
Tel. +46 8 614 7800
Corporate registration No. 516406-0120
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Report of Review of Interim Financial Information
Introduction
We have reviewed the condensed interim financial information of Nordea Bank AB (publ) as of 30 June 2017 and the sixmonth period then ended. The board of directors and the CEO are responsible for the preparation and presentation of the
interim financial information in accordance with IAS 34 and the Swedish Annual Accounts Act for Credit Institutions and
Securities Companies. Our responsibility is to express a conclusion on this half-year interim report based on our review.

Scope of Review
We conducted our review in accordance with the International Standard on Review Engagements ISRE 2410, Review of
Interim Report Performed by the Independent Auditor of the Entity. A review consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on Auditing, ISA, and other
generally accepted auditing standards in Sweden. The procedures performed in a review do not enable us to obtain
assurance that we would become aware of all significant matters that might be identified in an audit. Accordingly, we do
not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the half-year interim report is not
prepared, in all material respects, in accordance with IAS 34 and the Swedish Annual Accounts Act for Credit Institutions
and Securities Companies, regarding the Group, and with the Swedish Annual Accounts Act for Credit Institutions and
Securities Companies, regarding the parent company.

Stockholm, 20 July 2017
Öhrlings PricewaterhouseCoopers AB

Peter Clemedtson

Catarina Ericsson

Authorised Public Accountant

Authorised Public Accountant

Lead Partner

