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Executive summary

Sparebanken Sgr

Norwegian
economy

Southern region
economy

The sixth largest savings bank in Norway with a strong market position in Southern Norway

High capitalization; Core Tier 1 ratio of 14.9 %, and leverage ratio of 9.2% at 31 December 2017

Rated Al (negative outlook) by Moody’s

Strong asset quality — 65 % of loan book to retail customers

Very low direct exposure to oil and oil service industry

Positive development in net interest income in 2017

Interest margin trend — Flat development in the corporate market while increasing in the retail market
Loan growth of 7.2 percent during 2017

Deposit growth of 7.8 percent during 2017

Economic growth in Norway has picked up and unemployment is falling

Oil investment is set to increase again after the sharp drop that followed the oil price collapse, and a weak
NOK and strong growth abroad support exports. An improving labour market supports private
consumption. Mainland business investments are also on the rise

Only drag to growth is housing investment which will drop from a high level

Still large surplus on the current account and government budgets despite the drop in oil price

The Southern region is clearly less exposed to oil production than Western Norway

Registered unemployment in the Southern region remains below 4 % and has decreased at a higher pace
than the national average

House price development over the past years has been more moderate than average in Norway
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Sparebanken S¢r — A leading financial institution in Southern Norway

Established in 1824, 175 000 retail
525 employees customers
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Financial group with 23 000 corporate
banking, securities and customers

real estate brokerage
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MANDAL

: gm/RM A market with 470 000 inhabitants. No other bank covers this area as widely as

@ Consulting office Sparebanken Sgr. The bank has approximately 175 000 retail customers and
- By appointrrient 23 000 corporate customers.

In the first quarter of 2017, Sparebanken Sa@r opened a new office at Bryne in

Rogaland. This opens up a market with approx. 60 000 people.
*CM = Corporate Market, RM = Retail Market



Historical milestones
190 years of development and renewal

Arendal Sparebank
was founded in 1825
as one of the first
savings banks in
Norway.

The bank’s history
dates back to 1824
when Christianssand
Sparebank was
established as one of
the first savings
banks in Norway.

1973

The bank merged with 4
other savings banks in
Aust-Agder, and formed
Aust-Agder Sparebank.

Sparebanken Sgr was
established in 1984 after a
merger between Aust-
Agder Sparebank, 2 other
savings banks in Aust-Agder
and 9 from Vest-Agder.

1985 The bank entered for
the first time Telemark,
through a merger with
Nissedal Sparebank and totals
today 7 branches in the
county, where the latest was
the opening of an office in
Skien in the fall of 2012.

2014 Merger between
Sparebanken Pluss and

The banks more recent

history starts in 1984 when
Sparebanken Agder was

established through a merger

between Christianssands
Sparebank, Halse and
Harkmark Sparebank,

Iveland Sparebank, Oddernes

Sparebank, Vennesla
Sparebank

and @vrebg and Haegeland
Sparebank.

Four savings banks in
Telemark and
Sparebanken Agder
joined forces in 1987.
Through the merger the
bank was named
Sparebanken Agder and
Telemark. In 1988 the
name was changed to
Sparebanken Pluss.

L Sparebanken Sgr and the
new bank is named
Sparebanken Sgr.

In January 1997 Sparebanken
Pluss and Sparebanken NOR
agreed that Sparebanken

NOR was to take over
Sparebanken Pluss’ branches
in Telemark while Sparebanken
Pluss was to take over
Sparebanken NOR's office in
Kristiansand. Through this deal
the banks business again was
concentrated in the Agder
counties.

///.//
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Sparebanken Sgr

Sparebanken Sgr is an independent financial group with activities within
banking, securities and real estate
The sixth largest Norwegian bank with total assets above NOK 114 billion
Balance
Emolovees 432 employees in branch offices across the counties of Aust-Agder, Vest-
ploy Agder, Telemark and Rogaland

General banking services and products, supplemented by real-estate
brokerage, life- and non-life insurance, stock brokerage and leasing
through wholly and partially owned subsidiaries and companies

Summar As one of the largest regional banks, Sparebanken Sg@r is committed to
¥ further growth and development in the region S
SPAREBANKEN S@R

Products and
services

1
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Company structure

Sparebanken Sgr

(Parent bank)
Rated Al by Moody’s

Subsidiaries
| |

Sparebanken Sgr
Boligkreditt

(Covered bond company)
Ownership 100 %

Sgrmegleren

(Real estate broker)
Frende
(Insurance)

H [V
Ownership 90.1% Ownership 10 %

Affiliates
““““ fmmm e e qmmm e
1 1 b
1 1 H
o Norne (Moble payment
(Leasing) (Brokerage) [P

services)

Ownership 15 % '
Ownership 22.4 %

Ownership 17 %
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A complete provider of financial services
Considerable product range — still potential for increased product sales

Subsidiaries

A

=

SPAREBANKEN S@R
BOLIGKREDITT AS

Sparebanken Sgr Boligkreditt is a wholly
owned subsidiary of Sparebanken Sgr

The subsidiary is licensed as a financial
enterprise with the right to issue covered
bonds, in which investors receive
preferential coverage in home mortgages
granted by the bank (covered bonds)

Through the issuance of covered bonds, the

Sparebanken Sgr Group can offer mortgages

with competitive terms to its customers

W

SORMEGLEREN

Sparebanken Sgr is a 90.1%-owner in
Sgrmegleren Holding AS, which is the
parent company of the real estate agency
Sgrmegleren AS

Sgrmegleren is represented with a total of
14 offices, with its headquarters in
Kristiansand

Conveys about 2.200 homes a year, and is
the regions largest real estate agency

Business partners

<= FrendeFforsikring

* Sparebanken Sgr entered in 2008 as
a 10%-owner in Frende Holding and
is one of 15 independent savings
banks with holdings

*  Frende has 175 000 customers and
offers insurance, both life and
general, to corporate and retail
customers

D=
BRAGE

FINANE

e Brage Finans is a financing company

owned by 12 independent savings
banks, and Sparebanken Sgr is a
15%-owner

*  The distribution of the company's

products is handled through the
ownerbanks through its own sales
organization

SECURITIES

* Sparebanken Sgris a 17% co-owner
in Norne Sec. and is one of 14
independent savings banks with
holdings

* Norneis a full service investment
firm with corporate finance —
services, analysis, and stock and
bond brokerage

V_pPps

e Together with 14 other savings
banks within the Frende
collaboration group, Sparebanken
S¢r has entered Vipps, through the
newly established company, Balder
Betaling AS

e Sparebanken Sgr is a 22.4%-owner
of Balder Betaling AS, which is a
12%-owner of Vipps AS

Suppliers
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Three strategic pillars

One of the most cost effective
financial institutions,,

Strong customer relations

The bank is customer relation oriented, known
for fast decisions based on local knowledge
through closeness to customers and market

Optimal channel interaction and
digitalization

=
o

1

Digital

&

=9 =
===
Call center m
peer 1 peer 2 peer 3 Sor peer 4 \_/'
o
=
1) Costs as a percentage of total assets, Q4 2017, Norwegian regional 3
) p 8 g g SPAREBANKEN S@R
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Payment services — The new frontier

VISA Klarna .
MasterGard
' PayPal

Better payment solutions

e

bumbora

vy,

payr

Driven by PSD2 and new services
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MobﬂePay Lo
SWIsS

By Dancke Bank'

Multiple mobile payment solutions

REMA cOOp AN

Tl]. NorgesGruppen

Shared payment technology

4

Consumer

T

®Pay & ) 253
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Google wallet
a@;on pay

pay

Digital wallets
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Strategic moves

Changes in distribution structure Better tools for consumers

80 percent increase in sales of BSU
after launch of new digital solutions

Improvements in mobile banking

2016 2017
H Manual 1 Digital

Dec. 2016

Dec. 2017

@ Number of logins in mobile banking app

CRM - a valuable tool for channel
interaction

Aquiring expertise in new fields

c)))
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Digitale flater
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Building relations through multiple channels

Large following from customers in social media

—7

May 13 May1l4 May1l5 May16 May 17
Instagram —Twitter
e | inkedIn e SnapChat
———
=

SPAREBANKEN S@R
11



Table of contents

Sparebanken Sgr

I I Financial key figures

Capital strategy and development

Funding structure

Planned transaction

Norwegian economy

Appendix

/////

SPAREBANKEN S@R

N ’.

12



Balance sheet items — Quarterly development

NOK billion
Total assets Equity
o Equity including hybrid capital prm—
11,1
10,1 9,9 104 108
110,9 114,3
’ 9,3
+8,3 %,
Q4 2016 Q12017 Q2 2017 Q3 2017 Q4 2017 Q4 2016 Q12017 Q2 2017 Q32017 Q4 2017
1) Changes from the same accounting period in 2016 s
=

SPAREBANKEN S@R

13



Balance sheet items — Quarterly development

NOK billion

Loans Deposits

975 55,6
I I
Q4 2016 Q1 2017 Q22017 Q32017 Q4 2017 Q4 2016 Q12017 Q2 2017 Q3 2017 Q4 2017
1) Changes from the same accounting period in 2016 -
2) Loan growth in 2017 amounted to NOK 6.6 billion, equivalent to 7.2 percent, of which retail §

customers accounted for 6.7 percent and corporate customers 8.1 percent

SPAREBANKEN S@R
14



A well diversified loan portfolio
High RM share and geographical diversification contribute to a balanced portfolio

Geographical distribution of loans Distribution Retail (RM) / Corporate Market (CM)

Gross loans, year end 2017 Gross loans, year end 2017

2% 15%

m 46 %

m Vest-Agder m Aust-Agder = Telemark Rogaland Others ECM HERM

* # 1 position in Vest-Agder and Aust-Agder, # 3 position in Telemark. Positive development in Rogaland.

Close and long term cooperation with major firms/organizations in the region. The KNIF* segment amounts to NOK 8.1 billion in loans to

customers and NOK 4.6 billion in customer deposits. KNIF corporates constitute the biggest share with NOK 4.9 billion in loans and NOK 4
billion in deposits

¢ Loans to customers are concentrated in the banks market area
* High RM share is risk reducing.

|

SPAREBANKEN S@R
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Note(*): KNIF = Kristen-Norges interessefellesskap (Norwegian Christian interest organization) -> Consists of more than 70 national organizations



Sparebanken Sgr — Mortgages

The loan portfolio in Sparebanken Sgr

Gross loans, year end 2017

4

m Mortages m Other RM uCM

* Mortgages constitute a large part of the RM portfolio

Loan to Value (Group)

Mortgages, year end 2017

14,0 %

<40% 41-50% 51-60%
m61-70% m71-75% = 76-100 %

* Loans with LTV (Loan to Value) below 75 percent constitute 80.4 percent

g
The LTV distribution is based on a distribution, of which the whole commitment is rated as the last part of the commitment. §
As a consequence the actual LTV-distribution will be lower than what is displayed in the table. SPAREBANKEN S@OR
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A well diversified loan portfolio

Distribution Corporate Market (CM): Tenant distribution,:
B Property management- 49,7 % M Rental - Merchandising - 20,1 %
B Social services - 13,3 % M Rental - Offices-13,4%

u Real estate development - 10,5 % B Development - Real estate - 9,8 %

- i - 0
Financial/commerdal services-6,7 % Development - Residents - 8,3 %

Rental - Hotel - 8,0 %
Building and construction industry -4,3 % ?

B Housi ) 339 Rental - Public services - 6,2 %
ousing cooperatives - 3,3 %

= B Rental - Residents - 4,9 %
B Retail trade - 3,0 %
™ Housing cooperatives - 4,2 %
® Manufacturing industry - 2,6 %
anuiactiring fustry 0 B Development - Merchandising - 3,4 %
Primary industry- 2,5 %
v v ’ B Rental - Other industries - 2,6 %

Transport-1,9%

® Rental - Private health services - 2,3 %
Public sector - 1,2 %

= Offshore industry- 1,5 %
Hotel and restaurants - 1,0 % Others - 16,8 %

The CM loan portfolio reflects the business activity in the region with two major exceptions:
Sparebanken Sgr has a very low direct exposure to the oil industry (incl. oil service) and shipping industry.

|

1) Property management, real estate development, housing cooperatives and building and construction

(Loan commitment > NOK 10 million). Q3 2017, yearly update. Loan commitments (> NOK 10 million) for the
respective industry groups amounted to NOK 17.7 billion. SPAREBANKEN S@R
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Losses and non-performing loans — Quarterly development

Losses

Q4 Q1 Q2 Q3
2016 2017 2017 2017

Q4
2017

All graphs in NOK million and as a percentage of gross loans

Non-performing loans Loss provisions

r— e ——

Q4 Ql Q2 Q3 Q4 Q4 Q1 Q2 Q3 Q4
2016 2017 2017 2017 2017 2016 2017 2017 2017 2017
=

SPAREBANKEN S@R
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Profit and loss — Quarterly development

NOK million
Net commission income

Net interest income

Net interest income, adjusted for the fee to the Norwegian Banks’
Guarantee Fund and interest on hybrid capital

412 427

402

83 78
+11,4 %,
Q4 2016 Q12017 Q2 2017 Q32017 Q42017 Q4 2016 Q12017 Q2 2017 Q32017 Q42017
\
1) Changes from the same period in 2016. §
SPAREBANKEN S@R
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Profit and loss — Quarterly development

Net interest income to total assets

Cost Income Ratio

Net interest income to total assets, adjusted for the fee to the —
Norwegian Banks’ Guarantee Fund

Cost income ratio excl. financial instruments

1,47% 1,50% 1,49%

41,8% 41,4%
39,9% ’ 39,9%
1,47% 1 50% T 38,5%
1,54%
Q4 2016 Q12017 Q2 2017 Q32017 Q4 2017 Q4 2016 Q12017 Q2 2017 Q32017 Q42017
\
\\,

SPAREBANKEN S@R
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Interest margin - Quarterly development

Loans (%)

2,40 2,42 2,43 2,44 2,39
/1,81 1,85 1,94 1,91
1,65
Q42016 Q12017 Q22017 Q32017 Q42017

=—Retail market (RM) ===Corporate market (CM)

Loans: Average interest rates minus 3 month weighted average of 3 month NIBOR.
Deposits: 3 month weighted average of 3 month NIBOR minus average interest rates.

All numbers in % per annum.

Deposits (%)
0,26
0,20 0,10
-0,01 0,00
-0,03 -0,08 -0,11
-0,14 0,23 ,

Q4 2016 Q1 2017 Q2 2017 Q3 2017 Q4 2017
= Retail market (RM) == Corporate market (CM)

1

SPAREBANKEN S@R
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Profit and loss - Quarterly development

I

NOK million

Operating expenses

Profit from ordinary operations,,

Q42016 Q12017 Q22017 Q32017

1)

2)
3)

210 279 296

£ Gy +20,8 %,
I

Q42017 Q42016 Q12017 Q22017 Q32017 Q42017

Net interest income, adjusted for accounting changes + Net commision income + Other operating

income — Operating costs, adjusted for the conversion of the pension scheme §
Changes from the same accounting period in 2016 =
Q4 2017 numbers are extraordinarily low because of the net accounting effect of NOK 28 million SPAREBANKEN S@OR

after the conversion of the pension scheme

22



Restructuring and cost focus

Total assets in NOK million per
employee

Number of employees Number of offices

OB 2013 Status OB 2013 Status 0B 2013 Status

Considerable potential has been realized — further efficiency improvements will take place as part of ongoing operations.
The Group opened a new office in Bryne on 27 April 2017.

r////

SPAREBANKEN S@R
23



Key developments in 2017

* Good results from ordinary operations

* Positive development in net interest income

* Increased commission income

+ Efficient operations and low costs

* Very low loan losses

* Loan growth of 7.2 percent during the last 12 months

» Deposit growth of 7.8 percent during the last 12 months
* Successful opening of a new branch in Rogaland

* Return on equity after tax of 9.7 percent

+ Common equity tier 1 capital ratio of 14.9 percent and
leverage ratio of 9.2 percent

* The Board of Directors will propose a dividend for 2017 of
NOK 6 per equity certificate to the Board of Trustees

NOK million
Net interest income

Net commission
income

Net income from
financial instruments

Other operating
income

Total income
Total expenses

Profit before losses on
loans

Losses on loans,
guarantees

Profit before taxes
Tax expenses

Profit for the period

= o]
0o

31.12.2017

1679

312

(+]

31.12.2016

1565

293

224

28

2110

787

1323

50

1273

284

989

Change

114

19

-136

24



Change in profit before taxes, 2016 — 2017

NOK million

19
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Key figures — quarterly development

Return on equity after tax; Return on equity after tax
excl. financial instruments,,

Q4 2016 Q12017 Q2 2017 Q3 2017 Q4 2017 Q4 2016 Q12017 Q2 2017 Q32017 Q4 2017

,/////

Profit after tax— interest on hybrid capital
1) ROE after tax = - - -
Equity — hybrid capital
. L p . Profit after tax, excl. financial instruments and accounting events
2) ROE after tax excl. Financial instruments and accouning events= S p A R E B A N KE N sz R

Equity —hybrid capital

26



Status as of 31 December 2017

Capital

Balance

Summary

Improved profit from ordinary operations, through positive growth, stable net
interest income, combined with low costs and losses on loans

Positive net income from financial instruments due to positive changes in the market
value of bonds and strategic equity stakes in subsidiaries

Common equity tier 1 capital ratio amounts to 14.9 percent and the leverage ratio
amounts to 9.2 percent

Loan growth of NOK 6.6 billion the last 12 months, corresponding to a 7.2 percent
annual growth. Deposit growth of NOK 4.0 billion, corresponding to a 7.8 percent
annual growth.

Sound operations contribute to a pre-tax result of NOK 1 266 million in 2017

SPAREBANKEN S@R
27
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Financial key variables and ambitions

Common equity tier 1 capital

Return on equity (Group)
1)2)

Loan growth;,,

2017 2018 2017 2018 2017 2018

Cost development Dividend ratio

2017 2018 2017 2018

/r////

1) Incl. share of profit
2)  Will be determined with regard to market expectations, the Financial Supervisory Authority recommendations and ICAAP SPAREBANKEN sg R
3) Credit growth + 1 percentage point 28
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Solid financial base — High capital ratios

Common equity tier 1 capital ratio

Leverage ratio

Common equity tier 1 capital ratio with Brage partially I
consolidated

Common equity tier 1 capital ratio with Brage partially

consolidated
9,2%
8,7% 83% >
14,7% 14,4% 14,4% 14,5% 14,9% :
Q4 2016 Q12017 Q2 2017 Q32017 Q42017 Q42016 Q12017 Q2 2017 Q32017 Q4 2017
\
§,

SPAREBANKEN S@R
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Capital ratio — Leverage ratio

31.12.2017 Lever.age
Ratio
Ser Standard 14,9 9,2
Peer 1 IRB 15,0 7.3
Peer 2 IRB 14,9 7,2
Peer 3 IRB 14,9 7,2
Peer 4 IRB 14,9 7,2
Peer 5 IRB 16,8 7,1

Peer group is Norwegian regional savings banks

Sparebanken Segr is very solid, has high CET1
capital and a very high Leverage ratio.

Sparebanken Sgr is the only large regional bank
that use the standard method in the capital
adequacy calculations.

In November 2017, the board decided to put in
process an application to the Norwegian FSA to
be approved for IRB. The application is
scheduled to be sent to the Norwegian FSA by
the end of 2019.

r////
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Regulatory considerations

SREP — CET1 Capital Requirements and Generation
SREP includes Pillar 2 requirements

14,7 % 15,1 %

Q4 2016 Q4 2017 Regulatory

Target

Common equity tier 1 capital (CET1) ™ Pilar 1 minimum requirement

m Buffer M Systemic risk buffer

B Countercyclical buffer M SREP

W Target CET1

IFRS 9 / MREL / Basel IV

Sparebanken Sgr is well positioned for future regulatory
requirements

IFRS 9

The implementation of IFRS 9 will have a positive effect
on the Group’s equity and subordinated capital, and the

Group has no need for the transitional rule for calculating
capital adequacy

MREL will be implemented in Norway, but the timeline is
not yet public

Potential issuance needs to be decided when
requirements and structure is clear for Norway

Basel IV

Se¢r is well positioned for Basel IV
o Se¢r uses standard models and has 9.2 percent in
leverage ratio
Norway still has Basel | floors

/////
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Solid financial base - Deposits

Distribution Retail /C orporate Market (31.12.17)

Deposit to net loans

Deposits to net loans (parent bank)

85,7 %
82,0% 80,8 %

81,9% 83,5%

ECM ERM

Q4 2016

Q12017 Q2 2017 Q3 2017

Deposits as a percentage of net loans have increased over the last 12 months,
with a deposit growth of 7.8 percent

Q4 2017

/r////
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Solid financial base — Well diversified funding profile

Maturity of outstanding wholesale funding

8% 20% 22 24 2% L o * Total funding for the Group
o amounted to NOK 44.3 bn,
VO A 10.769 with NOK 26,5 bn issued as
covered bonds, as of 31
December 2017

* The bank has a well
diversified maturity profile

* Funding with maturities after
2018 amounts to 92% of the
portfolio

* Liquidity indicator 1 at 109%

* Average maturity at 3 years

2018 2019 2020 2021 2022 2023 >2024 -
E——
W Sparebanken S@r Senior Bonds M Sparebanken Sgr Boligkreditt Covered Bonds =

~—

SPAREBANKEN S@R
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Solid financial base — High liquidity buffers to handle liquidity stress

Category Rating

Norwegian government

Others; 0,7 % bonds; 3,0 %

0% weighted bonds / gov.
Guarantees / owned
AAA/AA; 22,7 %

AA; 10,6 %

Norwegian
covered bonds /
nordic /
municipal;
73,6 %

AAA; 88,3 %

*  Total liquidity portfolio of NOK 13.4 bn

* 100 % investment grade and 100 % liquid instruments (LCR eligible)

r////

* Liquidity reserve (LCR) of 139 % for the Group S
SPAREBANKEN S@R
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Credit opinion from Moody’s updated by 9 January 2018

Mooby’s

INVESTORS SERVICE

CREDIT QPINION
% January 2012

Update

Rate this Research

Floaie sas 14a Elagy SElon 2t T and of MG sopack
oz 2rca tafeomtlin, T catlags 2 xtleck S
ATIect SATETION 38 B 118 pALICSRICG ST,

CLIERT EEEVICES

Sparebanken Sor
Update to Credit Analysis

Summary

Sparshanken Sor's bazl BCR reflects its strong asset quality metrics, with ratios of non-
performing lisans (RFLe} to grasa loans of 0.93% and Lean Loss Reserves [LIRs) to MPLs of
#5423 of September 2017, The bank's baal BCR alsg captures the increzse in Sperebanken
sor's cepital buffers which reached 14.7% ag of Seprember 2017 from 13.6% in Septenber
2016. Finally the bank’s baal BCR i its moderate profitability with a 0.8% retum
on assets and its high reliance oo market funding, a common attribute of Norwegian backs,
with narket finds adjusted to exclode 50% of covered bonds sccounting for 27.34 of
tangible assets as of Septenber 2017.

The back's Al deposit and issmer ratings teke into account our Loss Given Failure (LGE)
analysis of the bask's lizhility structore. Sparsbanken Sor besefits £rom & large volune of
depesits and sthetantial layers of mbardinatice, resulting in very lww LGF and providiog
twn notches of rating uplift frea its BCE. In addition, the bank's Al rating also incorporates
one catch of rating wplift due to gavernmest supprt, althmugh this is likely to be revised

ds following tha impl of EFAD in Yorway (plezss cee press relsass for
nore details).

Exhibt 1
Batisg Scaecazd- Fey Finencial Baties

‘Spaubaskon Sor (BCA by ~ Narwoppen ke Saviags Bk

e R
L — — e
e,
oo - E
S e g
el — -
i o §
"
: A s o e s :
Pk ol Tanghonmon W eont | | i fends "'\'.;'h""'m‘“
G Lowrs  CquiyTiok Wogied  TangbleAsoss | Tangbie Danking sl
s Earhing feszuh:

Sohwncy Fadons (LHS) Wity Factors (AHS)

BTz Aricigs f 1Char MOO8r'S TAS BIwgLar Sivlips MIOKS LN PSS 02 JAWNT 3llibld CiRial it
Sozstc Mordy's Sirking Fizametal Matcles

Summary

Sparebanken Sor's baal BCA reflects its strong asset quality
metrics

The bank’s baal BCA also captures the increase in Sparebanken
Sor’s capital buffers which reached 14.7% as of September 2017
from 13.6% in September 2016

Sparebanken Sor benefits from a large volume of deposits and
substantial layers of subordination, resulting in very low LGF and
providing two notches of rating uplift from its BCA

In addition, the bank's Al rating also incorporates one notch of
rating uplift due to government support, although this is likely to
be revised downwards following the implementation of BRRD in
Norway

Click here for credit opinion in pdf

v

SPAREBANKE

SOR


https://www.sor.no/globalassets/rating/sparebanken_sor/2018-01-09-sparebanken-sor-credit-opinion.pdf
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Euro Medium Term Note Pro

gramme

W 4

SPAREBANKEN
S@R
SPAREBANKEN SOR

(mcorporated as a savings bank with fimited liabilisy in Norway)
€3,000,000,000
Euro Medium Term Note Programme

Under the €3,000.000,000 Euro Madium Term Nate Programne (i described in this (the Biase Prospectus), Sparsbanien Se (the
Tsswer, Sparcbanken Sar or the Bank] may fom tine to time fssne notes (the Notes waich termshall inclade, so f & the comtcst permts, UPS Notes (&=
defined below) i a1y comrency Desler (a5 defined below).

‘The Nutes may be issued in bearer Brmor in unceniScated book extry S (the VIS Notes) settled through the Norweg) ities Depositary, th

Verdipapirsentralen 434 (tha VPS).
The meximum aggregate nominal amount ofsll Notes fom time to tixe outstanding under the Programme will not excesd €3,000,000,000 (or its equivalent in
other currencies calculated as described in the Prozranme Agreement described herein), subject to increase as described herein.

‘The Notes nmy be issusd on 2 comti B0 Daal “ Cverview of the Programme” zd zny sdditional Dealer appoimad
under the Programe fom time to time by the Issuer (sach 3 Dealer and together the Dealers), which appointment nay be Br a specific issue or on 22 ongoing
basis. Refrances in this Base Prospectus 1o the relevant Dealer shall, in the case of an issue of Notas being (or intended to be) subscribed by morethan ome
Deales, be to all Dealers azxeeing to subscribe such Notes.

in Notes i Programme i in risks For ion of these risks see * Risk Factors™

This Base Prospectus has been spproved by the Central Bank offreland, as under Directiv ‘). The Central
Bask of land ouly spproves this Base Prospecims as neeting the requiements inposed underIrish amd Suxopem Union (EU) Law pursmant to the Prospecrus
Dirsative. Such approval relres only to the Notes Waich are 1o be adnitted 1o wading on theregulaved mariet (the Main Securities Market) ofthe Irish Stock
Exchange plc the Irish Stock Exchange) or another regulaied marker £r the purposes of Directive 200438 EC (the Markets in Fimancisl Instruments
Directive or NGFID) and or which are to be ofred to the public in any Merber State of the Europesn Economic Arez (the FEA)

Application has besn mmde to the Irish Stock Exchange frMotes Bsusdundzthzl)mgmtu be admitted to the oficial list ofthe Irish Sﬂn:tEn:hmz:(!.be
o List) and to trading on the Main Securities Market. The send to the’ =

Supervisory Autharity (Fingustlsymer) (dhe NFSA) in its capacity as the competent awhority mNnm‘l\ ()2 copy oftiis Base Prospectus amd (i) 3 cenificate of
approval pursuast 0 Anicle 10 ofthe Prospecius Direcive rssting that the Base Prospectus s besn drawa up i ccordance with aional v inglenentizg

Directive, fr| e O:lo Stock Exchanss’s Rezulared Matker

Each ofthe Main Securities Market and the Oslo Stock Exchange's Regulated Marker is & resulated FMGFID. Refrences in this Base
Prospactus to Notes being listed (and have been either admitted (i) to the Oficial List and to trading on the M
Securities Mask: trading on. Mokt as mmy be Issuerand 2 tothe

rellvant Series (as defined below).
Notice ofthe azgrezate nominal snount of Notes, interest (if any) payable in respect of Notes, the issue price ofiNotes and cenain other inrmrion which is
applicable to each Tranche (as defined in * Terms and Canditions of the Notes other than VPS Notes™ or * Terms and Condirians of the VFS Not
ey be) of Mates will be set out in a fnal tems document (the Final Terms) which will be delivered to the Centrel Bank offreland and the Irish Stock Exchange
(iflisted on the Irish Stock Exchange). Copies ofthe Final Tens in relation to the Notes to be listed on th e will slso

websits ofthe Iiish Stock Exchange.

The Progranme is spected to be aszigned an * A1 rating by Moody” s Investors Service Linited (Moody’s). Moody” s is stablished in the EU amd is registared
under Regulation (EC) No. 1060/2009 (as amended) (the CRA Regulation) and is included in the list of credit rating agencies registersd under the CRA

5, as thecase

Regulation,  which s evailble on  the Ewopem  Seuities  and  Makes  Awhority  (ESMA)  website
(hiprt 20 March 2017).
Where o Tianche of Notes is rated, such ating will be disclosed in the applicsble Final Teom. A security safing is 2ot a ecommendation to buy. sell oxbold
 reducrion or wit any tine by the z agency.
Arranger
Swedbank
Dealers
‘Commerzbank Danske Bank
Landesbank Baden-Wiirttemberg Natixis
Société Générale Corporate & Banking Swedbank

TniCredit Bank
The date of this Base Prospectus is 30 June 2017

» Sparebanken Sgr established a €3,000,000,000
Euro Medium Term Note Program (EMTN) in the
second quarter of 2017

e This is the first issuance of senior bonds in EUR
for Sparebanken Sgr

* Click here for EMTN programme in pdf
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https://www.sor.no/globalassets/obligasjonslan/sparebanken-sor/sparebanken_sor_emtn_2017.pdf

Planned inaugural EUR Senior Unsecured transaction

Type
Expected Issue Rating

Maturity

Coupon

Documentation

Law
Listing

Lead Managers

Sparebanken Sgr

Senior unsecured, unsubordinated
Al (Moody’s)

[3 years expected]

EUR Sub-benchmark

[Floating]

The Issuer’s EMTN programme dated 30 June 2017 and
supplemented 11 April 2018

English law
Irish Stock Exchange

LBBW, Natixis, Nordea, Swedbank

1
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Key indicators for the Norwegian economy
Healthy growth

| Key policyrate (Average) | 10 | 06 | 05 | 06 | 11
Housepricegrowth | | | 59 | 07 | 20
| Currentaccountsurplus/GDP_ | 87 | 49 | 51 | 66 | 63
_-__

Economic growth in Norway has picked up and unemployment is falling

* Growth is self-sustained and no longer in need of fiscal support, interest rates are on their way up

* Qil investment is set to increase again after the sharp drop that followed the oil price collapse

* Weak NOK and strong growth abroad support exports, mainland business investments also on the rise
* Improving labour market supports private consumption

* Only drag to growth is housing investment, which will drop from a high level

r///f/

* Still large surplus on the current account and government budgets despite the drop in oil price
SPAREBANKEN SOR

Source: Estimates from Norges Bank’s March Monetary Policy report and Statistics Norway (Current account) 42



Growth has picked up

Growth in both production and employment

5] . - 5
% Growth y-o-y in employment and %
4 - mainland GDP L 4
3 - 3
2 - 2
1+ -1
0 - 0
1 = Employment =— GDP Mainland 1
-2 A - -2
-3+ - -3

08 09 10 11 12 13 14 15 16 17

Source: Statistics Norway
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Unemployment is falling sharply and sentiment improving

Especially in counties hit by the oil downturn

5.0 1 5.0
% Registered unemployment rate* %

4.5 4.5
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3.5 - — Whole country L35

3.0 1 3.0

2.5+ 2.5

2.0 2.0

1.5 1.5

1.0 - 1.0
*incl. people on labour market measures
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Source: NAV
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Source: Finance Norway
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Oil investments growing again
Counteracting the negative effect from lower house building

250 A - 250 3.0 A . . - 3.0
bn Petroleum investments bn % points Contribution to
225 - - 225 95 mainland growth L 55
200 200 50- - 2.0
4 HAi
175 175 15 - m Oil investment L 15
=4 150 @ Housing investment
1.0 - 1.0
125 ~ 125
0.5 A - 0.5
100 A 100 l .
0.0 - 0.0
75 75 -
-0.5 4 --0.5
50 50
-1.0 A --1.0
25 25
-1.5 - --1.
O O 5 T T T T T T T 5
96 98 00 02 04 06 08 10 12 14 16 18 12 13 14 15 16 17 18 19
Source: Macrobond and Norges Bank Source: Macrobond and Norges Bank
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Cost cutting has made oil companies more profitable
Graph shows break-even price on new fields brought down
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NOK, oil price and competitiveness

Norway has benefited from the weak NOK and increased competitiveness

75

80

Index

Importweighted NOK (1-44)
and oil price

— Importweighted NOK, left
= Qil price, right
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Strong public finances
Fiscal policy has supported the economy

* The Government Pension Fund currently
amounts to close to NOK 8,000bn (approx. EUR 151
850bn) which is near three times the size of 1
Mainland GDP and equals six annual national
budgets

% of Structural, oil corrected budget deficit % of
1 Mainland Mainland 11

GDP

[y
o
1
T
[y
o

* The Fund and large petroleum revenues give the
Norwegian government substantial economic
leeway

* The fiscal rule: 3% (previously 4%) of the fund’s
value can be used in the national budget
(expected real return on the fund)

* The ruleis to ensure that the fund itself would
not be tapped. Thus the fiscal break even oil
price is zero

O P N W B~ U1 o NN 0o W
1 1 1 1 1 1 1 1
T
O P N W B~ U1 o NN 0o W

00 02 04 06 08 10 12 14 16 18 20 22 24 26 28 30 32 34 36 38 4
* Inresponse to lower oil price public spending

was increased, i.e. the deficit increased as a share
of GDP. For 2018, fiscal policy is estimated to be Source: Macrobond and Norges Bank
close to neutral

— 3% rule — 4% rule § Deficit

y
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Debt and income
Rich countries have higher debt relative to income

GDP per capita, 2010 prices and PPP, Index
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Household debt, percent of net disposable income Source: OECD
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Norwegian housing market
House prices have increased alongside income growth

275 . 275 80000 - 80000
House prices Average square
2003=100 meter price
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150 7 - 150 30000 A - 30000
$258] ~125 50000 - - 20000
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Source: Eiendom Norge and Statistics Norway Source: Eiendom Norge
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Norwegian housing market
The downturn is over, house prices are levelling out
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How expensive is housing?

House prices have increased, but cost of servicing has not

4000 000 -
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The model assumes that a constant share of income (equal to its average from 2000) is allocated to serve
interest rate and downpayments from buying the average home for a family. 25 years’ downpayment
period and loan to value of 85%.

Sources: Statistics Norway, Real Estate Norway and Macrobond
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Income and living expenses
Income has increased and households spend less on living expenses

kr Living expens;zs E{“d income, % Living expenses as share of median income
current prices
900 000 - 10 % -
H Median income post tax, nuclear family
800 000 - m Living expences 60% |
700 000 -
50% A
600 000 -
500 000 40 % 1
400 000 + 30 % -
300 000 -
20 % A
200 000 -
10 % -
100 000 - ’
0 4 0% -+
1990 1993 1996 1999 2002 2005 2008 2011 2014 1990 1993 1996 1999 2002 2005 2008 2011 2014 2017
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Norwegian housing market
Key characteristics

High home ownership * Around 80% of Norwegian households own their home which is among the highest home
ownership ratios in the world. Hence, buy-to-let market is limited in Norway

Key features of residential * Residential mortgage loans are predominantly granted by banks and mortgage credit institutions
mortgage loans in Norway

(97% as of January 2015)

* Lenders have access to wide range of information about borrowers before granting the mortgage
(e.g. tax records for the last three years, any debt collection outstanding, any bankruptcies)

* Properties are registered in a central register to which banks have direct access
* Typical maturity of a new loan is 25 to 30 years

* The majority of residential mortgage loans have a floating interest rate meaning that banks are
allowed to increase the interest rate with a six weeks’ notice

* Borrowers are personally liable for their debt also after foreclosure or forced sale

Good tax incentives and * Borrowing costs on mortgages are tax deductible (the tax rate applied is 24%)

supportive social security  Tax valuation of dwellings is favourably treated in the wealth tax system

system * If adwelling is occupied by the owner for a minimum of one year, capital gain is tax free when the

dwelling is sold

* Unemployment benefit equals approximately 62% of the previous calendar year’s gross income
and is paid for up to 104 weeks

/r////
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IFRS 9 — Transitional effects

Changes in classification and measurement of financial instruments

The Group
NoKmiion | sz | sy | |
Financial assets Measurement Book value Measurement Book value Change
Net loans to customers 97 518 97 520 2
- Fixed rate Fair value option 6 316 Fair value option 6 316 0
- Others Amortised cost 91202 Amortised cost 91 204 2

Parent bank

Nokmiion | sz | gmso |

Financial assets Measurement Book value Measurement Book value Change
Net loans to customers 66 595 66 602 7

- Residential mortgages Amortised cost 24 991 Fair value through OCI 25 002 11

(1)

- Fixed rate Fair value option 6 316 Fair value option 6 316 0

- Others Amortised cost 35 288 Amortised cost 35284 -4

All changes are due to the new measurement model. Additionally, mortgages in the parent bank have been reclassified
from amortised cost to fair value through other comprehensive income (OCI).

r////
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There are no changes related to classification and measurement of financial liabilities.
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IFRS 9 — Transitional effects

Changes in equity

The Group

NOK million _I_Equny Premium Equalization Hyb_rld Prlmgry Gift fund| Other equity| _Mlnorlty TOTAL
certificates fund fund capital capital interests

Balance 31 Dec. 2017 783 451 341 1075 7 165 61 1230
Changes as a result of

IFRS 9 2
Effect on taxes as a

result of IFRS 9 -1
Balance 1 Jan. 2018 783 451 341 1075 7 165 61 1232

Parent bank

2 11 108
2

-1

2 11 109

NOK million ‘I_Equny Premium Equalization Hyb_rld Prlmf'ar Gift fund| Other equity _Mlnonty TOTAL
certificates fund fund capital capital interests

Balance 31 Dec. 2017 783 451 341 1075 7 165 61 94
Changes as a result of

IFRS 9 7
Effect on taxes as a

result of IFRS 9 -2
Balance 1 Jan. 2018 783 451 341 1075 7 165 61 99

The implementation of IFRS 9 will have a positive effect on the Group’s equity and subordinated capital, and the
Group has no need for the transitional rule for calculating capital adequacy.

0 9970
7
-2
0 9975
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Development of tools important for the customer relation

GSsas

‘ l Microsoft
Dynamics

ARPSIS

Data Warehouse
CRM
Marketing tools

Robots

Automation

Tools that are important for achieving the
Group’s strategic goals:

Better customer overview

Targeted advertising with relevant and
customized messages

Automation and streamlining of work-
processes

Better scoring and portfolio
management

Compliance with legal requirements
(GDPR)
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Contact details
and website

Geir Bergskaug — CEO Sparebanken Sgr
Phone, mobile +479012 72 06

E-mail geir.bergskaug@sor.no

Marianne Lofthus — Director Capital Market, Sparebanken Sgr/CEO Sparebanken Sgr Boligkreditt AS

Phone, mobile +47 9051 41 83

E-mail marianne.lofthus@sor.no

Bjorn Erik Kittelsen — Head of Treasury, Sparebanken Sgr
Phone, mobile +47 9092 86 63

E-mail bjorn.kittelsen@sor.no

Steinar Vigsnes — Head of accounting and reporting, Sparebanken Sgr

Phone, mobile +47 9061 31 35
E-mail steinar.vigsnes@sor.no
WWW.S0I.NOo SPAREBANKEN S@R
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This presentation has been prepared solely for use at this presentation. By attending the meeting where this presentation is made, or by
reading the presentation slides, you agree to be bound by the following limitations.

This presentation does not constitute or form part of and should not be construed as, an offer to sell or issue or the solicitation of an offer to
buy or acquire securities of Sparebanken Sgr (the “Company”), in any jurisdiction or an inducement to enter into investment activity. No part
of this presentation, nor the fact of its distribution, should form the basis of, or be relied on in connection with, any contract or commitment
or investment decision whatsoever.

This presentation has been prepared solely for use in connection with the presentation of the Company. The information contained in this
document is strictly confidential and is being provided to you solely for your information and cannot be distributed to any other person or
published, in whole or in part, for any purpose. It may not be reproduced, redistributed, passed on or published, in whole or in part, to any
other person for any purpose. Failure to comply with this and the following restrictions may constitute a violation of applicable securities
laws. No representation, warranty or undertaking, express or implied, is made as to, and no reliance should be placed on, the fairness,
accuracy, completeness or correctness of the information or the opinions contained herein. None of the Company or any of their respective
affiliates, advisors or representatives shall have any liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any
use of this presentation or its contents or otherwise arising in connection with the presentation.

This presentation is only for persons having professional experience in matters relating to investments and must not be acted or relied on by
persons who are not Relevant Persons (as defined below). Solicitations resulting from this presentation will only be responded to if the
person concerned is a Relevant Person.

This presentation is not an offer of securities for sale in the United States. Neither the presentation nor any copy of it may be taken or
transmitted into United States, its territories or possessions or distributed, directly or indirectly, in the United States, its territories or
possessions, except to qualified institutional buyers as defined in Rule 144A under the U.S. Securities Act of 1933, as amended (the
“Securities Act”) or outside the United States in reliance on Regulation S under the Securities Act. Any failure to comply with this restriction
may constitute a violation of the United States securities laws.
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