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CEO Casper von Koskull’s comments on the results: 
 

“The third quarter was characterised by a stable environment with low volatility on financial markets but also 
continued low growth. Net interest income was down 4% in local currencies compared to the third quarter of 
2015, but is up 1% from the previous quarter, and we continue to believe that the trough levels are now over. 
Net inflow to our assets under management was at an all-time-high of EUR 9.6bn and Nordea’s leading po-
sition in corporate advisory services was confirmed. In terms of deal value, we are ranked as number two in 
Europe as global co-ordinator of IPO’s. Total income increased by 10% compared to the third quarter in 
2015, and the cost-to-income ratio improved by 1.0%-point to 48.1%. Our credit quality remains solid with a 
loan loss level at the 10-year average. Despite an increase in CET1 ratio of 160bps to 17.9%, the return on 
equity improved 1.2%-points to 11.6% compared to the third quarter of 2015. 
 
We are now one year into our business and culture transformation journey. We are simplifying our legal 
structure, replacing the core banking platform and investing in our compliance functions, as well as appoint-
ing world-class experts, many of whom have an international background, to several key strategic positions. 
The overall aim is to continue building the bank our customers want us to be.” 
 
(For further viewpoints, see CEO comments on page 2) 

 

Third quarter 2016 vs. Third quarter 2015 (Third quarter vs. Second quarter1) 
 

 Total operating income1 +9 %, in local currencies +10% (+3% in local currencies) 

 Total expenses +7%, in local currencies +8% (-1% in local currencies) 

 Operating profit1 +11%, in local currencies +11% (7% in local currencies) 

 Common equity tier 1 capital ratio 17.9%, up from 16.3% (up 110bps from 16.8%) 

 Cost/income ratio1 down to 48% from 49% (down 2%-points from 50%) 

 Loan loss ratio of 16 bps, up from 13 bps (up 1 bps from 15 bps) 

 Return on equity1 11.6%, up from 10.4% (up 0.2%-points from 11.4%) 

 Diluted EPS (total operations) EUR 0.22 vs. EUR 0.19 (EUR 0.22 vs. EUR 0.25) 
 

 
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   Helga Baagøe, Acting Head of Group Communications, +46 72 141 18 07 

Nordea is among the ten largest universal banks in Europe in terms of total market capitalisation and has around 11 
million customers, 30,000 employees and approximately 600 branch office locations. The Nordea share is listed on 
the Nasdaq Stockholm, Nasdaq Helsinki and Nasdaq Copenhagen exchanges. We have a broad expertise across 
the wide range of products, services and solutions that we provide within banking, asset management and insur-
ance. In Nordea we build trusted relationships through our strong engagement with both customers and society.

www.nordea.com
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CEO comment 
 
Business environment in the third quarter of 2016  
The third quarter was characterised by a stable environ-
ment with low volatility on the financial markets but also 
continued low growth. We have worked hard to manage all 
the challenges presented by negative rates.  
 
Total revenues held up well in the quarter, and are up 10% 
in local currencies compared to the third quarter of 2015. 
 
Net interest income was down 4% in local currencies com-
pared to the same period in 2015, although up 1% from the 
previous quarter, and we continue to believe the trough 
levels are over. Negative rates have put pressure on de-
posit margins, which was partly offset by higher lending 
margins. Volume growth remained muted, but with contin-
ued demand for mortgages in Sweden. Lending volumes in 
Russia were down 33% in local lending currencies. For the 
fourth quarter we expect largely unchanged Net interest in-
come compared to same period in 2015 while expecting an 
improved Net Interest Margin compared to this quarter.  
 
Fee and commission income was up 4% in local currencies 
compared to the third quarter of 2015, mainly driven by As-
set Management, where revenues were up 13% on the 
back of higher volumes. In the third quarter, inflow was at 
an all-time high of EUR 9.6bn or 13% of assets under 
management, annualised. Nordea’s leading position in cor-
porate advisory services is confirmed. In terms of deal val-
ue, we are ranked number two in Europe and the clear 
number one in the Nordics as global co-ordinator of IPO’s. 
  
Costs are following the plan, and the cost-to-income ratio 
improved to 48.1% compared to 49.1% one year ago. In 
local currencies costs were up 8% from the exceptionally 
low level in the third quarter of 2015. Staff costs were down 
1%, while other costs were up 29% from the third quarter of 
2015. Our guidance of 3% cost growth in local currencies 
in 2016 compared to 2015, and flat costs in 2018 com-
pared to 2016 are reiterated. In fourth quarter 2016, 
Nordea will book a gain of approximately EUR 80-85m due 
to a changed pension agreement with employees in Nor-
way born in 1958 or later. For 2017 we expect the activity 
level to remain high.  
 
Credit quality was solid; total loan loss level was at 16bps, 
of which 9bps were collective. Impaired loans were down 
by 9% from the previous quarter, 6% of which related to 
operations in the Baltics. We expect that loan loss level for 
2016 should be in line with the 10-year average of 16bp.  
 
Return on equity was 11.6% in the quarter, up from 10.4% 
a year ago.  
 
On 30 September, Nordea received the final Capital Joint 
Decision by the Swedish FSA (SFSA). The outcome of the 
review was a requirement of 17.3% by 30 September.  
Capital generation remained strong and the CET1 ratio im-
proved 110 bps to 17.9% compared to 16.8% in the previ-
ous quarter.  

The capital policy remains unchanged i.e. to have a man-
agement buffer of 50-150bps above the minimum require-
ment. The current level is within that range at approx. 60 
bps.  
 
Generating value for our customers is the key to creating 
value for Nordea and its shareholders. We are not content 
with the current level of customer satisfaction and improv-
ing that is our key priority. A number of initiatives, com-
bined with professional service and advice, make us easier 
to deal with and more accessible. However, we need to be 
in even closer and more frequent contact with our custom-
ers at all touch points, and will invest to enable this.  
 
Recently we received The Banker’s prestigious Transaction 
Banking Award for the Nordic region 2016, based on our 
successful initiatives to raise the service level and improve 
productivity in Commercial and Business Banking. Fur-
thermore, in Wealth Management we were ranked, im-
portantly, as “Multi-Asset Manager of the Year” by Finan-
cial News for excellence in strategy and performance. 
 
The process concerning the mergers of the Norwegian, 
Danish and Finnish banking subsidiaries with NBAB is in 
progress. As part of the merger process, a new Mortgage 
Credit Institution (Nordea Mortgage Bank Plc) was suc-
cessfully established in Finland on 1 October 2016. Our in-
tention is to execute on the overall merger plan in early 
January 2017. Before the mergers can be executed we 
must, among other things, attain a positive outcome from 
discussions being held with the relevant authorities in each 
country. 
 
In 2016 we have accelerated our investments to ensure a 
strong compliance culture, and several of the newly re-
cruited compliance professionals have their background in 
international G-SIFI banks and/or with regulators. Our AML 
programme has, in the past quarter, been re-established 
with the aim of achieving long-term sustainable solutions 
and best-in-class processes. We have invested significant 
resources in the most prioritised compliance risk areas, i.e. 
in the financial risk area, capital compliance and IT. We are 
making clear progress in our efforts to close the compli-
ance gaps. 
 
We are now one year into our business and culture trans-
formation journey. We are simplifying our legal structure, 
replacing the core banking platform and investing in our 
compliance functions. We will not be able to make the full 
journey unless we also change our culture. This is a con-
tinuation of a journey to unite us around a strong culture, 
based on ethics and compliance. One part of this cultural 
change is to appoint world-class experts, many of whom 
have an international background, to several key strategic 
positions. The overall aim is to continue building the bank 
our customers want us to be. 
 
 
Casper von Koskull 
President and Group CEO 
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Macroeconomy and financial mar-
kets 
 
The third quarter of 2016 featured political uncertainty on 
both sides of the Atlantic. In Europe, the UK’s decision to 
leave the EU is still pending formal processing and in the 
US the presidential election campaigning entered its final 
stage. The global economy continued to grow at a low but 
robust rate of 3% in Q3, with productivity and investment 
activity under pressure in most developed economies, but 
with inflation modestly increasing in China and the US. 
Growth in Europe continued along its low but stable real 
rate of 1.6% supported primarily by consumption and loos-
er fiscal and monetary policy. In the US, the labour market 
remained strong with low unemployment, but economic 
growth came under pressure from lower investments, par-
ticularly from the energy sector. Emerging economies re-
mained hindered by low levels of trade, investments and 
the structurally slowing Chinese economy (albeit the latter 
showing improving business confidence data). At the out-
set of Q3, financial markets favoured safer fixed income 
assets over equities, but sentiment improved during the 
quarter, with central banks being the key source of support 
for markets facing heightened political uncertainty. Equity 
markets performed strongly in Q3 with US equity markets 
trading at an all-time high in mid-August and emerging 
markets performing as near-term Chinese growth fears 
eased. Fixed income markets remained well supported by 
expansionary central bank policies, in particular from Ja-
pan, and the absence of monetary tightening in the US. Eu-
ropean equity markets ended the quarter 4.8% higher, 
whereas US equity markets were 3.3% higher. German 10-
year yields fell by 6bps, whereas US 10-year yields in-
creased 12bpsin Q3. The EURUSD exchange rate in-
creased by 1.2% to 1.12. 
 
Denmark 
Growth data for the Danish economy showed signs of 
modest expansion compared to H1 last year. The key lead-
ing indicators for Q3 pointed to mixed growth outlook, with 
private consumption supporting growth but with invest-
ments and exports remaining subdued. In the past few 
years, Danish ex-ports have shown a weak trend due to a 
significant slowdown in shipping activity and declining 
North Sea oil and gas production. Housing prices have 
been improving, with declining mortgage rates and higher 
employment contributing to a broad increase. The Danish 
central bank kept the leading interest rate unchanged in 
Q3, and did not intervene in the foreign exchange market. 
Danish equities rose by 0.7% during the quarter while 10-
year government bond yields dropped 8bps to 0.01%. The 
spread to the German 10-year government bond fell by 
2bps in Q3. 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Finland 
The Finnish economy showed signs of improvement in Q3, 
with economic sentiment indicators reaching the euro area 
average for the first time in three years. The most pro-
enounced improvement was seen in the industrial sector 
de-spite the fact that exports remained weak. Domestic 
demand remained the key driver, with robust consumption 
and construction activity. The housing market showed 
signs of recovery in August after a quiet July, with rising 
volumes of sales of existing homes and new mortgages 
and increasing prices especially in the capital area. The la-
bour market remained challenged with subdued wage in-
creases. Inflation remained low, although trending higher. 
Finnish equity markets gained 9.1% during quarter and 10-
year Finnish government bond yields fell by 12bps, narrow-
ing the spread to Germany. 
 
Norway 
Norwegian economic growth continued to improve in Q3 in 
line with the picture from H1 2016. The labour market im-
proved as unemployment stabilised in the oil-producing 
counties in the western part of the country, while unem-
ployment fell in the rest of the country. Retail sales re-
mained weak while house prices grew at a solid pace. Core 
inflation remained elevated in the first two months of Q3 at 
around 3.5% (y/y), predominantly driven by a historically 
weak krone. Norges Bank kept key rates unchanged at 
0.5% at the September meeting, and signaled that it does 
not expect a need for further rate cuts. Norwegian equities 
rose by 1.4% in the quarter while the oil price was more or 
less unchanged. The 10-year government bond yield in-
creased by 20bps to 1.18%. The Norwegian krone 
strengthened by 4.6% in trade-weighted terms. 
 
Sweden 
Growth data released in Q3 showed that the Swedish 
economy slowed down in the first half of 2016, although 
less than initially reported. The main reason was declining 
exports while do-mestic demand showed healthy growth. 
These trends appear to have continued in the third quarter 
of 2016 and outlook for the export sector remained chal-
lenged. The labour market continued to improve, with de-
clining unemployment. Consumer price inflation started to 
level out at around 1.5% and thus remained below the 2% 
target. Long-term inflation expectations continued to rise 
and were in line with the 2% inflation target. The Riksbank 
left its key policy rate unchanged at -0.50% in September 
and left the bond purchase programme unchanged. The 
Swedish krona weakened 2% in the third quarter in trade-
weighted terms. Swedish equities rose by 8.7% while 10-
year government bond yields dropped 9bps to 0.16%. 
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Group results and performance 
 
Third quarter 2016 
Net interest income 
Net interest income in local currencies increased 1% from 
the previous quarter. Lending margins were largely un-
changed, while deposit margins improved somewhat.  
 
Net interest income for Retail Banking was up 2% in local 
currencies from the previous quarter, driven by a strong 
performance in Sweden, while higher NIBOR rates pres-
sured the margins in Norway. 
 
Net interest income in Wholesale Banking was down 2% in 
local currencies from the previous quarter, mainly driven by 
Russia, where volumes decreased by 18% in local curren-
cies. Lending margins are up slightly. 
 
Net interest income in Wealth Management was un-
changed in the quarter from the previous quarter.  
  

 
 
 
 
Net interest income in Group Corporate Centre was down 
to EUR 108m compared to the high level of EUR 125m 
from the previous quarter.  

Lending volumes 
Loans to the public in local currencies, excluding repos, 
decreased 2% from the previous quarter. Average lending 
volumes in local currencies in business areas were un-
changed with marginally higher growth in Sweden and 
Norway but a decline in Russia and Denmark.  

Deposit volumes 
Total deposits from the public in local currencies, excluding 
repos, were unchanged from the previous quarter. Average 
deposit volumes in local currencies in business areas were 
also unchanged, with minor increase in household and a 
slight decline in corporate. 
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Net fee and commission income 
Net fee and commission income decreased by 1% in local 
currencies from the previous quarter due to seasonality. 
 
Savings and investments commissions 
Net fee and commission income from savings and invest-
ments increased 2% in local currencies from the previous 
quarter. A continued increase in Assets under Manage-
ment (AuM) supported AM and Life fees. Relatively high 
businesses activity in WB supported brokerage and corpo-
rate finance fees. 
 

Net inflow amounted to EUR 9.6bn, or annualised 13% of 
Assets under management, with all segments contributing 
positively. Brokerage and corporate finance fees were 
down 2% due to seasonality but showed an underlying 
strong trend. 
 
Payments and cards and lending-related commissions 
Lending-related net fee and commission income decreased 
3% in local currencies to EUR 169m from the previous 
quarter. Payments and cards net fee and commission in-
come was down 1% from the previous quarter.  
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Net result from items at fair value 
The net result from items at fair value increased 19% from 
the previous quarter to EUR 480m (up 127% from the 
same quarter in 2015). A revaluation of the holding in 
Dansk Skibskredit had a positive impact of EUR 40m. Fair 
Value Adjustment for the Group was positive by EUR 11m 
compared to a negative impact of EUR 55m in the previous 
quarter. 
 
Capital Markets income for customers in Wholesale Bank-
ing, Retail Banking and Private Banking 
The 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 de-
creased to EUR 186m, from EUR 222m in the previous 
quarter mainly due to seasonality. 
 
Life & Pensions 
The net result from items at fair value for Life & Pensions 
decreased EUR 7m to EUR 53m in the third quarter from 
the previous quarter. 

 
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 147m compared to EUR 
80m in the previous quarter. Q2 was negatively impacted 
by a negative effect of Fair Value Adjustment of EUR 50m, 
driven by wider credit spreads and lower long-term interest 
rates. In Q3, this impact was positive by EUR 12m. 
 
Group Functions and Other and eliminations 
The net fair value result in Group Corporate Centre in-
creased to EUR 129m from EUR 46m in the third quarter, 
mainly driven by a revaluation of holding in private equity 
funds as well as the revaluation of Dansk Skibskredit.   

 

 
Equity method  
Income from companies accounted for under the equity 
method was negative EUR 2m, compared to EUR 101m in 
the previous quarter, which was affected by a capital gain 
of EUR 93m related to Visa Inc.’s acquisition of Visa Eu-
rope. 
 
Other operating income 
Other operating income was EUR 15m compared to EUR 
74m in the previous quarter, which was impacted by a capi-
tal gain of EUR 58m related to Visa Inc.’s acquisition of Vi-
sa Europe. 
 

 
 
Total operating income 
Total income increased by 3% in local currencies from the 
previous quarter to EUR 2,466m, excluding the capital gain 
related to Visa Inc.’s acquisition of Visa Europe. 



  Third Quarter Results 2016  9(25) 
 

 

Total expenses  
Total expenses in the third quarter amounted to EUR 
1,183m, down 2% from the previous quarter but up 8% 
from the third quarter of 2015 in local currencies. 
 
Staff costs were down 1% in local currencies from the pre-
vious quarter. 
 
Other expenses were down 1% in local currencies from the 
previous quarter, mainly due to seasonality. 
 
We reiterate our guidance of 3% cost growth in local cur-
rencies in 2016 compared to 2015 and flat costs in 2018 
compared to 2016. In the fourth quarter 2016, Nordea will 
book a gain of approximately EUR 80-85m due to a 
changed pension agreement with all employees in Norway 
born in 1958 or later. 
 
For 2017 we expect the activity level to remain high, with a 
largely unchanged underlying cost base. Our Group pro-
jects are developing as planned but further efforts are re-
quired and the running costs will be slightly higher. Depre-
ciation will also go up, which is positive as it means that our 
systems are entering production, although the benefits will 
not be immediate. 
 

 
In 2017 we will also increase the level of investments that 
will be beneficial in 2018 and onwards. 
 
The number of employees (FTEs) at the end of the third 
quarter was 31,307, an increase of 1% compared to the  
previous quarter and 5% from the same quarter in 
2015.The increase from the third quarter of 2015 is mainly 
related to compliance and IT projects. 
 
Group projects expenses that affected the P&L were EUR 
29m, compared to EUR 62m in the previous quarter. In ad-
dition, EUR 91m was capitalised compared to EUR 56m in 
the previous quarter.  
 
The cost/income ratio was 48.1% in the third quarter, down 
from 49.2% in the third quarter 2015.  
 
Depreciation was up 1% from previous quarter and 4% 
from same quarter in of 2015. 
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Net loan losses  
Credit quality remained solid, with stable net rating migra-
tion in Q3. Impaired loans were down 9%, of which 6% re-
lated to operations in the Baltics and the rest of the de-
crease is partly related to customers being written off. 
 
Net loan loss provisions increased to EUR 135m and the 
loan loss ratio was 16 basis points (EUR 127m and 15 bps 
in the previous quarter) driven by increased collective pro-
visions covering losses related to oil and offshore in Ship-
ping, Oil and Offshore, Corporate and Investment Banking 
Norway and Commercial Banking Norway. 
 
The risk level has continued to increase in oil and offshore 
related credit portfolios and is not expected to improve in 
the coming quarters. Collective provisions are made to 
cover losses in this sector. The full year loan losses are 
however expected to remain at around the long term aver-
age level of 16bps. 
 

 

Credit portfolio  
Total lending to the public, excluding reversed repurchase 
agreements, amounted to EUR 299bn when excluding the 
operations in Baltics. Including these operations the 
amount is EUR 307bn, unchanged from the previous quar-
ter in local currencies. Overall, the credit quality of the loan 
portfolio remained solid in the third quarter, with a positive 
effect from migration in both the household portfolio and 
the corporate portfolio. 
 
The impaired loans ratio decreased to 163 bps of total 
loans (172 bps in previous quarter). Of the decrease on 9 
bps, 7bps is related to the operations in the Baltics. Includ-
ing these operations the ratio is 170 bps. Total impaired 
loans gross decreased by 3% compared to the previous 
quarter on comparable figures. The non-servicing part of 
impaired loans has decreased to 39% of impaired loans 
(40% in the previous quarter). The provisioning ratio in-
creased to 44% (42% in the previous quarter) 
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Profit 
 
Operating profit 
Operating profit excluding non-recurring items increased 
7% in local currencies, to EUR 1,148m. 
 
Taxes 
Income tax expense was EUR 260m. The effective tax rate 
was 22.6% compared to 18.6% in the previous quarter. 
 

 
Net profit 
Net profit decreased 11% in local currencies from the pre-
vious quarter to EUR 888m. Return on equity was 11.6%, 
down from 13.4% in the previous quarter.  
 
Diluted earnings per share were EUR 0.22 for the total op-
erations (EUR 0.25 in the previous quarter). 
 

 

First nine months of 2016 compared to 
first nine months of 2015  
 
Total income was down 3% in local currencies (down 4% in 
EUR) from last year and operating profit was down 11% in 
local currencies (down 12% in EUR) from last year exclud-
ing non-recurring items. 
 
Income 
Net interest income was down 4% in local currencies 
(down 6% in EUR) from last year. Both average lending 
and deposit volumes in business areas increased 2% in lo-
cal currencies from last year. Deposit margins were lower 
compared to the same period in 2015 while lending mar-
gins were slightly lower. 
 
Net fee and commission income decreased 1% in local cur-
rencies (2% in EUR) from last year. 
 
Net result from items at fair value also decreased 2% in lo-
cal currencies (1% in EUR) from last year. 
 
Expenses 
Total expenses were up 4% in local currencies (2% in 
EUR) from the previous year and amounted to EUR 
3,567m. Staff costs were down 2% in local currencies. 
 
Net loan losses 
Net loan loss provisions increased to EUR 373m, corre-
sponding to a loan loss ratio of 15 bps (13 bps for first nine 
months of 2015). 
  

 
 
 
 
Net profit 
Net profit decreased 4% in local currencies (5% in EUR) to 
EUR 2,666m.  
 
Currency fluctuation impact 
Currency fluctuations had a reducing effect of 1 %-point on 
income and expenses and no effect 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 17.9% at the end of the third quar-
ter of 2016 from 16.8% at the end of the second quarter of 
2016. The increase to the CET1 capital ratio was due to a 
decrease in REA of EUR 6.7bn mainly driven by the new 
securitisation transaction, market risk and an increase in 
Common equity tier 1 capital of EUR 0.4bn mainly driven 
by a dividend pay-out from NLP and profit generation. 
  
The tier 1 capital ratio increased to 20.1% compared to 
18.9% in the previous quarter and the total capital ratio in-
creased from 22.1% to 24.1%. REA was EUR 136.2bn, a 
decrease of EUR 6.7bn compared to the previous quarter. 
The decrease was mainly driven by the securitisation 
transaction and reduced market risk. 
 
Based on the final 2016 Capital Joint Decision from the Fi-
nancial Supervisory Authorities Nordea assesses the CET1 
requirement to be 17.3% as of Q3, equivalent to EUR 
23.6bn in CET1 capital. At the end of the third quarter the 
CET1 capital was EUR 24.4bn, the Tier 1 capital was EUR 
27.4bn and Own Funds were EUR 32.8bn. Own funds in-
creased EUR 1.2bn from the previous quarter; mainly due 
to the successful issuance of a new EUR 1bn tier 2 loan. 
The capital requirement based on Basel 1 transitional rules 
was EUR 17.4bn and adjusted own funds were EUR 
32.9bn. 
 
The CRR leverage ratio increased to 4.6% including profit, 
an increase from 4.5% in the second quarter. Excluding the 
profit, it remained stable at 4.4%.The leverage ratio is cal-
culated in accordance with the delegated regulation 
2015/62. 
  
Economic Capital (EC) was at the end of the third quarter 
was EUR 26.4bn, which is a reduction of EUR 1.0bn from 
the second quarter.  
  

 
 
 

  
 
 
The decrease is mainly due to the movements in Pillar 1 
credit and market risks. Within Pillar 2, the interest rate risk 
in the banking book decreased and Defined Benefit Pen-
sion Plans increased.  
 
The capital deductions remained almost flat with prudent 
valuation decreasing EUR 0.1bn and intangibles increasing 
EUR 0.1bn. 
 
The Group´s Internal Capital Requirement (ICR) was at the 
end of the third quarter EUR 14.8bn, a decrease of EUR 
0.5bn compared to the previous quarter. The ICR should 
be compared with own funds, which were EUR 32.8bn at 
the end of the third quarter. The ICR is calculated based on 
a Pillar I plus Pillar II approach. For more detailed infor-
mation about the ICR methodology see the Capital and 
Risk Management Report. 
 
Securitisation 
Nordea has, as previously communicated, agreed on risk 
sharing related to EUR 8.4bn of Nordea loans through a 
synthetic securitisation with a limited number of investors. 
The selected portfolio consists of EUR 8.4bn in corporate 
and SME loans from over 3,000 borrowers across Sweden 
and Denmark, spread across a wide range of industries 
and asset classes. No specific industry class was targeted 
for the transaction. Under the transaction, investors have 
agreed to invest in notes linked to the junior credit risk of 
the portfolio. In contrast to an outright sale of loan portfoli-
os, no assets will be de-recognised from Nordea’s balance 
sheet and Nordea will continue to service the loans. 
Nordea will therefore maintain all of its client relationships. 
The transaction, which will be accounted for as a deriva-
tive, frees up capital at an attractive price reflecting 
Nordea’s strong origination practices, while enhancing 
Nordea’s CET1 ratio by approximately 30bps. 
 
Regulatory developments 
There were no regulatory developments in the third quar-
ter.  
 
 
 
 

  
 
 

Capital ratios

% Q316 Q216 Q116 Q415 Q315

CRR/CRDIV

CET 1 cap. ratio 17.9 16.8 16.7 16.5 16.3

Tier 1 capital ratio 20.1 18.9 18.7 18.5 18.2

Total capital ratio 24.1 22.1 21.8 21.6 21.3
160

155 159
152 153

145
152 150 147 143 143 143

136

Risk exposure amount, REA (EURbn),      
quarterly development 
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Balance sheet data 

EURbn Q316 Q216 Q116 Q415 Q315

Loans to credit institutions 13 10 12 11 12
Loans to the public 326 345 343 341 349
Derivatives 81 87 87 81 90
Interest-bearing securities 83 85 87 87 85
Other assets 154 144 147 127 144
Total assets 657 671 676 647 680

Deposits from credit inst. 58 64 59 44 64
Deposits from the public 187 196 203 189 204
Debt securities in issue 191 188 193 202 192
Derivatives 77 83 87 80 87
Other liabilities 113 110 105 101 103
Total equity 31 30 29 31 30
Total liabilities and equity 657 671 676 647 680

Balance sheet  
The derivative balance sheet values decreased in the third 
quarter and the asset values of derivatives were EUR 6bn 
lower than in the previous quarter. The corresponding 
change was seen in the derivative liabilities. 
 
The decreased was driven by interest rate and foreign ex-
change swaps. The development followed changes in in-
terest and foreign exchange rates and were not volume 
driven.  

 

 
 
Nordea’s funding and liquidity operations 
Nordea issued approx. EUR 4.7bn in long-term funding in 
the third quarter excluding Danish covered bonds and sub-
ordinated notes, of which approx. EUR 3.2bn represented 
the issuance of Swedish and Norwegian covered bonds in 
domestic and international markets. A notable benchmark 
transaction in the quarter was a USD 1bn dual tranche sen-
ior unsecured issuance out of NBAB in September, split by 
a USD 750m 3Y fixed and a USD 250m 3Y FRN bond. 
 
In September NBAB also issued EUR 1bn 10NC5Y T2 
subordinated bond (not included in figures above). 
Nordea’s long-term funding portion of total funding was, at 
the end of the third quarter approx. 82%. 
 
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, 149% at the end of the third quarter. 
The LCR in EUR was 257% and in USD 253% at the end 
of the third quarter. LCR for the Nordea Group according to 
CRR LCR definitions was 148% at the end of the third 
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 third quarter (EUR 59bn at the end 
of the second quarter).  
 
The long-term liquidity risk is measured as Net Stable 
Funding Ratio (NSFR). At the end of third quarter 2016, 
Nordea was NSFR compliant, i.e. the ratio was above 
100%. 

 
 
 
Market risk  
For both the Trading and the Banking book, the decrease 
in risk observed over the last quarter is mainly due to lower 
interest rate risk. 
 

 

 
 
 
Nordea share 
In the third quarter, Nordea’s share price on the Nasdaq 
Stockholm Exchange appreciated from SEK 71 to SEK 85. 
 
Legal Structure Programme update 
The process concerning the mergers of the Norwegian, 
Danish and Finnish banking subsidiaries with NBAB is on-
going. As part of the merger process a new Mortgage 
Credit Institution (Nordea Mortgage Bank Plc) was suc-
cessfully established in Finland on 1 October 2016 in order 
to continue the covered bonds operations currently con-
ducted by Nordea Bank Finland Plc. Our intention is to ex-
ecute on the overall merger plan in early January 2017. Be-
fore the mergers can be executed we must, among other 
things, attain a positive outcome from discussions being 
held with the relevant authorities in each country. 
 
Compliance  
In 2016 we have accelerated our investments in ensuring a 
strong compliance culture, and several of the newly re-
cruited compliance professionals have their background in 
international G-SIFI banks and/or with regulators. Our AML 
programme has, in the past quarter, been re-established 
with the aim of achieving long-term sustainable solutions 
and best-in-class processes. We have invested significant 
resources in the most prioritised compliance risk areas, i.e. 
within the financial risk area, capital compliance and IT. We 
are making clear progress in our efforts to close the com-
pliance gaps. 
 
  

Trading book

EURm Q316 Q216 Q116 Q415 Q315
Total risk, VaR 16 32 36 33 17
Interest rate risk, VaR 15 29 34 32 14
Equity risk, VaR 4 4 2 7 6
Foreign exchange risk, VaR 4 6 10 4 3
Credit spread risk, VaR 7 10 3 6 9
Diversification effect 46% 36% 28% 32% 49%

Banking book

EURm Q316 Q216 Q116 Q415 Q315
Total risk, VaR 54 80 90 77 77
Interest rate risk, VaR 53 75 90 76 76
Equity risk, VaR 2 6 7 3 3
Foreign exchange risk, VaR 4 20 3 3 3
Credit spread risk, VaR 2 4 6 3 4
Diversification effect 12% 25% 15% 10% 10%
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Baltics 
On 25 August 2016, Nordea and DNB announced an 
agreement to combine their operations in Estonia, Latvia 
and Lithuania to create a leading main bank in the Baltics 
with strong Nordic roots. The new bank will benefit from 
larger scale and the complementary nature of Nordea’s 
and DNB’s Baltic operations in terms of business lines and 
geographical footprint. Nordea’s and DNB’s Baltic opera-
tions have 1,300 and 1,800 employees and EUR 8 and 5 
billion in assets [1], respectively. Key objectives will be: to 
establish the bank as a leading customer-centric, main Bal-
tic bank with Nordic roots; develop operational and funding 
independence; and to increase profitability and ROE over 
time. 
 
Nordea and DNB are strongly committed to supporting the 
creation of the new bank. The parties will have equal voting 
rights in the combined bank and equal representation on 
the Board. The majority of board members, including the 
chairman, will be independent. The financial ownership will 
reflect the relative equity value of contributions to the com-
bined bank at the time of closing.  
As of announcement, Nordea classified the assets and lia-
bilities of its Baltic operations as held for sale at book val-
ue. At closing, Nordea’s investment in the new bank will be 
treated as an associate for accounting purposes and the  
 
 

equity method will be applied in the consolidated accounts. 
Regulatory reporting will follow the financial reporting. 
Nordea does not expect any material impact on the group’s 
financial position from the transaction. 
The transaction is conditional upon regulatory approvals 
and conditions and is expected to close in the second quar-
ter of 2017. The banks will remain competitors and operate 
independently until all necessary approvals have been ob-
tained and the transaction has closed. 
 
[1] Based on loans and receivables to the public 
 
Events after the balance sheet date  
Due to recent changes in Norwegian social security and 
pension legislation, on 25 October Nordea decided to 
change the pension agreement with all employees in Nor-
way born in 1958 or later from a defined benefit plan to a 
defined contribution plan. The pension rights earned under 
the defined benefit plan will be placed in paid-up policies 
and will continue to be presented as defined benefit obliga-
tions, as they remain on Nordea’s balance sheet, but the 
obligations will decrease as the assumption on future sala-
ry increases has been removed. This will lead to an up-
front gain (reduction in “Staff cost”) amounting to EUR 80-
85m including social charges in the fourth quarter of 2016. 
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Accounting policies 
The information presented in this Interim Management 
Statement follows the guidelines for Interim Management 
Statements issued by Nasdaq OMX. This Interim Man-
agement Statement is not presented in accordance with 
IAS 34 “Interim Financial Reporting”. 

The accounting policies and methods of computation are 
largely the same as for the Annual Report 2015. For more 
information see Note G1 in the Annual Report 2015. For 
changes implemented during 2016, see “Changed account-
ing policies and presentation” below. 

 
Changed accounting policies and presentation 
The following amendments published by the IASB were 
implemented 1 January 2016 but have not had any signifi-
cant impact on Nordea’s financial statements: 

 Amendments to IFRS 10, IFRS 12 and IAS 28 “In-
vestment entities – Applying the Consolidation Excep-
tion” 

 Amendments to IFRS 11 “Accounting for Acquisitions 
of Interests in Joint Operations” 

 IAS 1 “Disclosure Initiative” 
 Amendments to IAS 16 and IAS 38 “Clarification of 

Acceptable Methods of Depreciation and Amortisation” 
 Annual Improvements to IFRSs, 2012-2014 Cycle 

 
Amendments have in addition been made in the Swedish 
Annual Accounts Act for Credit Institutions and Securities 
Companies (1995:1559) which have been implemented 1 
January 2016. These amendments have not had any sig-
nificant impact on Nordea’s financial statements.  

 

 
 

 
The Swedish Financial Supervisory Authority has amended 
the accounting regulation FFFS 2008:25 by issuing FFFS 
2015:20. Those amendments were implemented by 
Nordea 1 January 2016 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 
2016”. These changes were implemented by Nordea 1 
January 2016 but have not had any significant impact on 
Nordea’s financial statements. 

 
Changed presentation of pooled schemes and 
unit-linked investment contracts 
Nordea invests in interest-bearing securities and shares on 
behalf of customers, in pension pools and unit-linked in-
vestment contracts, where the customers bear the invest-
ment risk. Such assets have been reclassified to the sepa-
rate balance sheet line “Assets in pooled schemes and 
unit-linked investment contracts” in order to disclose them 
separately from assets for which Nordea bears the invest-
ment risk. The corresponding liabilities to customers have 
been reclassified to the separate balance sheet line “De-
posits in pooled schemes and unit-linked investment con-
tracts” following that these liabilities behave differently than 
the normal deposits received from customers. 

The comparable figures have been restated and the impact 
on the current and comparative periods can be found in the 
below table. The change in presentation has not had any 
impact on the income statement or equity. 

 

 

 

 
  

Old Restate- New Old Restate- New Old Restate- New
EURm policy ment policy policy ment policy policy ment policy

Assets
Loans to credit institutions 12,968 -216 12,752 10,959 -197 10,762 12,112 -225 11,887
Interest-bearing securities 84,677 -1,703 82,974 88,176 -1,641 86,535 86,659 -1,604 85,055
Shares 43,261 -21,061 22,200 40,745 -18,472 22,273 40,129 -17,194 22,935
Assets in pooled schemes and unit-linked 
investment contracts - 23,149 23,149 - 20,434 20,434 - 19,121 19,121
Investment properties 3,115 -131 2,984 3,165 -111 3,054 3,087 -94 2,993
Other assets 20,591 -38 20,553 18,600 -13 18,587 22,136 -4 22,132

   
Liabilities 
Deposits and borrowings from the public 191,780 -4,369 187,411 193,342 -4,293 189,049 208,264 -4,215 204,049
Deposits in pooled schemes and unit-linked 
investment contracts - 23,633 23,633 - 21,088 21,088 - 19,883 19,883
Liabilities to policyholders 59,308 -19,222 40,086 55,491 -16,784 38,707 53,547 -15,653 37,894
Other liabilities 25,523 -42 25,481 25,756 -11 25,745 29,925 -15 29,910

30 Sep 2016 30 Sep 201531 Dec 2015
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Changed presentation of refinancing fees and 
pay-out fees  
Refinancing fees and pay-out fees received in connection 
with mortgage lending in Denmark have been reclassified 
from “Net result from items at fair value” to “Net fee and 
commission income” in the income statement, in order to 
align with Nordea’s classification policy for loan processing 
fees. A refinancing fee is charged when an adjustable rate 
mortgage loan is refinanced, and a pay-out fee when a 
loan is initially paid out. The comparable figures have been 
restated and the impact on the current and comparative pe-
riods can be found in the below table. The change in 
presentation has not had any impact on the balance sheet 
or equity.  

 

Changed presentation of stability fees 
Nordea has, in order to align with local market practice, re-
classified state guarantee fees from “Net fee and commis-
sion income” to “Net interest income”. The comparable fig-
ures have been restated and the impact on the current and 
comparative periods can be found in the below table. The 
change in presentation has not had any impact on the bal-
ance sheet or equity.   

 

 

 

 

 

 

Disposal group held for sale 
Nordea has earlier announced its decision to enter into an 
agreement with DnB to combine its operations in Estonia, 
Latvia and Lithuania. All assets and liabilities related to the  

 

disposal group are consequently presented on the sepa-
rate balance sheet lines “Assets held for sale” and “Liabili-
ties held for sale” respectively as from the classification 
date. Comparative figures are not restated. 

 
 

  
 
 
 
 
 
 

Old Restate- New Old Restate- New Old Restate- New Old Restate- New Old Restate- New
EURm policy ment policy policy ment policy policy ment policy policy ment policy policy ment policy

Net interest income 1,211 -33 1,178 1,272 -39 1,233 3,613 -95 3,518 3,869 -109 3,760 5,110 -147 4,963
- of which state guarantee fees -33 -39 -95 -109 -147

Net fee and commission income 748 47 795 717 50 767 2,240 131 2,371 2,257 152 2,409 3,025 205 3,230
- of which state guarantee fees 33 39 95 109 147
- of which refinancing/pay-out fees 14 11 36 43 58

Net result from items at fair value 494 -14 480 222 -11 211 1,253 -36 1,217 1,267 -43 1,224 1,703 -58 1,645
- of which refinancing/pay-out fees -14 -11 -36 -43 -58

Full year 2015Jan-Sep 2015Jan-Sep 2016Q3 2016 Q3 2015
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Business definitions 
 
Return on equity 
Net profit for the year excluding non-controlling interests as 
a percentage of average equity for the year. Average equi-
ty 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 addi-
tional shares. 
 
Risk-adjusted profit 
Risk-adjusted profit is defined as total income minus total 
operating expenses, minus Expected losses and standard 
tax. In addition, Risk-adjusted profit excludes major non-
recurring items. 
 
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 capi-
tal of the institution. Common equity tier 1 capital includes 
consolidated shareholders’ equity excluding investments in 
insurance companies, proposed dividend, deferred tax as-
sets, intangible assets in the banking operations, the full 
expected shortfall deduction (the negative difference be-
tween 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 expo-
sure 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 di-
vided by total loans before allowances. 
 
Impairment rate, net 
Individually assessed impaired loans after allowances di-
vided 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 divid-
ed by individually assessed impaired loans before allow-
ances. 
 
Total allowances in relation to impaired loans  
(provisioning ratio) 
Total allowances divided by total impaired loans before al-
lowances.  
 
Non-servicing, not impaired 
Past due loans, not impaired due to future cash flows (in-
cluded in Loans, not impaired). 
 
Expected losses 
Expected losses reflect the normalised loss level of the in-
dividual loan exposure over a business cycle as well as 
various portfolios. 
 
Economic capital 
Economic Capital is Nordea’s internal estimate of required 
capital and measures the capital required to cover unex-
pected 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, Op-
erational Risk, Business Risk and Life Insurance Risk aris-
ing from activities in Nordea’s various business areas. The 
aggregation of risks across the group gives rise to diversifi-
cation effects resulting from the differences in risk drivers 
and the improbability that unexpected losses occur simul-
taneously. 
 
ROCAR 
ROCAR, % (Return on Capital at Risk) is defined as Net 
profit excl 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 business definitions, see the Annual 
Report. 
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For further information: 
- A press conference with management will be held on 26 October at 9.00 CET, at Mäster Samuelsgatan17, 

Stockholm. 
- An international telephone conference for analysts with management will be held on 26 October at 14.30 CET. 

Please dial +44(0)20 3427 1904, confirmation code 2566215#, no later than 14.20 CET. The telephone confer-
ence can be viewed live on www.nordea.com. An indexed on-demand version will also be available on 
www.nordea.com. A replay will be available until 2 November by dialing +44 (0)20 3427 0598, access code 
2566215#. 

- An analyst and investor presentation will be held in London on 27 October at 08.00 local time at The Langham, 1c 
Portland Place, Regent Street, London 

- This quarterly report, an investor presentation and a fact book are available on www.nordea.com. 
  

 

Contacts: 
Casper von Koskull, President and Group CEO +46 10 157 10 20  
Torsten Hagen Jørgensen, Deputy CEO and Group COO  +45 55 47 22 00  
Rodney Alfvén, Head of Investor Relations +46 72 235 05 15  
Helga Baagøe, Acting Head of Group Communications                           +46 72 141 18 07  

 
Financial calendar 
26 January 2017 – Fourth quarter results 2016 (silent period starts 12 January 2016)  
27 April 2017 – First Quarter Report 2017 (silent period starts 7 April 2017) 
20 July 2017 – Second Quarter Report 2017 (silent period starts 7 July 2017) 
26 October 2017 – Third Quarter Report 2017 (silent period starts 7 October 2017) 
 

Stockholm 26 October 2016 

Casper von Koskull 
President and Group CEO 
 

This Interim Management Statement has been prepared in accordance with the Nasdaq guidelines for preparing interim 
management statements. 
 
This Interim Management Statement has not been subject to review by the Auditors. 
 
This Interim Management Statement is published in one additional language version, in Swedish. In the event of any in-
consistencies 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 Fi-
nancial Instruments Trading Act (1991:980) and/or the Swedish Securities Markets Act (2007:528). 
 
This Interim Management Statement contains forward-looking statements that reflect management’s current views with re-
spect to certain future events and potential financial performance. Although Nordea believes that the expectations reflect-
ed in such forward-looking 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 re-
sult 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 Interim Management Statement 
does not imply that Nordea has undertaken to revise these forward-looking statements, beyond what is required by appli-
cable 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 


