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Norway-Based Storebrand Bank ASA 
Rated ‘BBB+/A-2’; Outlook Stable 
Rationale 

On Feb. 9, 2006, Standard & Poor’s Ratings Services assigned its ‘BBB+’ long-term and 

‘A-2’ short-term counterparty credit ratings to Norway-based Storebrand Bank ASA. The 

outlook is stable. 

 The ratings on Storebrand Bank reflect the bank’s full ownership and strategic 

importance within the Storebrand insurance group (Storebrand Livsforsikring AS; 

A/Stable/—). They also recognize Storebrand Bank’s successful turnaround to profitability 

after a recent history of heavy losses; the strong potential for growth from the well-known 

Storebrand name; and the bank’s relatively high capitalization. 

 The ratings are constrained by the still modest profitability; the bank’s extremely 

small market position in Norway; the heavy concentration in real estate-related lending; and 

the bank’s lack of track record. 

 With assets of Norwegian krone (Nkr) 28.5 billion ($4,25 billion at Nkr6.7 to $1) 

at Sept. 30, 2005, Storebrand Bank is a commercial bank for the retail market and selected 

segments of the corporate market in Norway, offering competitive mortgage products and 

current and savings accounts, as well as payment cards. It is strongly integrated within the 

Storebrand insurance group, making use of the group’s distribution network. 

 In 2004, Storebrand Bank completed a successful turnaround after several years of 

heavy losses. Profitability continued to improve during 2005, and it is expected to improve 

further, underpinned by the strong potential for growth from the well-known Storebrand 

name. The annualized return on average risk assets during the first three quarters of 2005 

was 0.84%, compared with 0.36% in 2004 and the losses incurred in the three years from 

2000 to 2003. 
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Despite the growth in lending and the Nkr399 million capital upstreamed to Storebrand ASA in 

June 2005, the bank enjoys relatively high capitalization. At Sept.30, 2005, Storebrand Bank 

reported an adjusted common equity (ACE)-to-risk assets ratio of 6.5% and a regulatory Tier 1 

ratio of 9.6%. The insurance group is committed to keeping the bank’s capitalization well above 

minimum regulatory ratios and to supporting the bank should the need arise. 

 Following the restructuring of its lending portfolio, Storebrand Bank’s asset quality is 

expected to remain relatively good, owing mainly to the low-risk mortgage and retail lending that 

the bank underwrites. The bank, however, has also significant exposure to riskier commercial real 

estate lending. Gross nonperforming loans at Sept. 30, 2005, represented a still comparatively high 

2.8% of total gross loans. 

Outlook 

The stable outlook reflects our expectation that Storebrand Bank will keep its capitalization levels 

well above the minimum regulatory requirements, either through the support of the parent 

insurance group or through retained earnings. It also incorporates the expectation that the bank 

will maintain its prudent underwriting policies, and that asset quality will therefore improve. We 

anticipate that profitability levels will continue to improve following the completion of its 

turnaround in 2004, as the bank increases business volumes more in accordance with its cost 

structure. 

 The ratings could be raised or the bank could be assigned core status within the 

Storebrand group if it is able to deliver sustainable profitability in the next year or two. This would 

be expected to be achieved through a more diversified revenue source and product offering, and 

through greater penetration of the existing Storebrand group customer base. On the other hand, 

the ratings would come under pressure if there were a sharp deterioration in asset quality due to 

excessive exposure to commercial real estate or in the event of a lack of success in growing the 

business and a resulting failure to improve profitability. 

Ratings List 

New Ratings 

Storebrand Bank ASA 

Counterparty credit rating  BBB+/Stable/A-2 

Certificate of deposit      BBB+/A-2 
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