
 

Copenhagen, Helsinki, Oslo, Stockholm, 20 July 2016 

 

 
Second Quarter Results 2016 

CEO Casper von Koskullôs comments on the results 
 

ñDespite low growth and turbulent financial markets, revenues are holding up well. Ancillary income is un-

changed compared to a year ago. Margin pressure in Net Interest Income is levelling off and we now be-

lieve in an inflection point with an improving trend from the second half of 2016. Costs are in line with the 

plans and credit quality remains solid.  

 

An important milestone was reached in the beginning of June when the first product on our core banking 

platform successfully went live, less than six months after installing the model bank. Although there are 

many challenges remaining we can start to report progress in our simplification program and compliance 

procedures and we continue to deliver on our AML remediation efforts. The transformation of the bank is all 

about becoming the bank our customers want us to be.ò 

 (For further viewpoints, see CEO comments on page 2)  

Second quarter 2016 vs. First quarter 2016 (Second quarter 
2016 vs. Second quarter 2015)1 

 

¶ Total operating income
1
 5% (-5%, -3% in local currencies)  

¶ Total expenses 2% (2%, 3% in local currencies) 

¶ Operating profit
1
 7% (-13%, -12% in local currencies) 

¶ Common Equity Tier 1 capital ratio 16.8% up from 16.7% (up 80 bps from 16.0%)   

¶ Cost/income ratio
1
 50%, down from 51% (up 3%-points from 47%) 

¶ Loan loss ratio of 15 bps, up from 13 bps (up 3 bps from 12 bps) 

¶ Return on equity
1
 11.4%, up from 10.3% (down 1.7%-points from 13.1%) 

¶ Diluted EPS EUR 0.25 vs. EUR 0.19 (EUR 0.25 vs. EUR 0.24) 

 

 
 

For further information: 

Casper von Koskull, President and Group CEO, +46 10 157 1020 Torsten Hagen Jørgensen, Group COO, +45 5547 2200 

Rodney Alfvén, Head of Investor Relations, +46 72 235 05 15     Emma Rheborg, Head of Group External Communications, +46 73 380 22 63 

  

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 
 

Second quarter 2016 Results 

The business environment was relatively stable most part 

of the quarter, but it ended in turbulence due to the out-

come of the British EU referendum. Growth remains sub-

dued in our home markets except for Sweden.  

 

Net interest income has been under severe pressure for 

many years due to lower interest rates and low volume 

growth. NII declined 8% compared to the same quarter in 

2015. However, it improved somewhat sequentially and for 

the second half of 2016 we expect an inflection point with 

an improving trend, for the first time since 2012.  

 

Ancillary income is holding up well and is largely un-

changed compared to second quarter of 2015. Total assets 

under management reached a record high level at EUR 

300.2bn. Customer activity on financial markets held up 

well in the quarter and net result from items at fair value in-

creased by 5% despite the fact that falling interest rates 

and increased spreads lead to a negative fair value ad-

justment effect of EUR 54m, compared to a positive effect 

of EUR 44m the same period in 2015. 

 

Costs are under strict control and increased by 3% in local 

currencies compared to the second quarter of 2015. The 

cost-to-income ratio increased to 50%, compared to 47% in 

the second quarter of 2015. We expect costs to increase 

by 3% in local currencies in 2016 and to remain on a large-

ly unchanged level in 2018 compared to 2016. 

 

Loan losses are EUR 127m or 15bps. As expected we 

have seen an increased provisioning within the Oil and Off-

shore segment while credit quality is stable or improving 

elsewhere. For the second half of 2016 we expect a 

somewhat higher level of loan loss provisions than the first 

half, so for the full year we expect to be at approximately 

the 10-year average level of 16bps. 

 

The Common Equity Tier (CET) 1 ratio increased 10 bps to 

16.8% compared to the previous quarter. The preliminary 

outcome of the Supervisory Review and Evaluation Pro-

cess (SREP) for 2016 is a forward-looking CET 1 require-

ment by the end of 2016 of approximately 17% excluding a 

management buffer. It is Nordeaôs assessment that we will 

meet this requirement including a management buffer of 

50-150 bps. 

 

Effective July 1 the Retail Banking was split into two new 

business areas Personal Banking and Commercial & Busi-

ness Banking, heighten focus on services to our custom-

ers.  

 

Business and operational trends 

Nordea piloted its first Start-up Accelerator last fall. This 

year, we will expand the concept and run the largest Nordic 

Fintech Accelerator together with one of the worldôs largest 

global IT services brands ï Tata Consultancy Services. 

Wholesale Banking had the number one position in Equity 

Capital Markets following a number of large IPOs and 

transactions, among others the rights issue in SSAB and 

the IPO of Dong Energy, the largest IPO globally in 2016. 

 

The net inflow to Nordea funds was the highest in Europe 

for the first five months of 2016. In the second quarter the 

net inflow was EUR 5.8bn or 8% annualised of Assets un-

der Management. 

Progress on the simplification programme and compli-

ance procedures 

Nordeaôs top priorities are to be best in class in compliance 

and to simplify the bank. 

In early June the first product successfully went live on our 

core banking platform. This was achieved less than six 

months after installing the model bank. The product is a 

fixed term deposit, accessible 24/7, fully digitised and of-

fered to Nordea employees in Finland. 

In June, all in- and outbound SEPA Interbank payments for 

the Baltics and Nordic non-Euro countries were successful-

ly added to our Global Payment Engine. The next step will 

be SEPA Interbank payments in Finland. 

At May 17, the Swedish Financial Authority approved the 

plans for the mergers of the Norwegian, Danish and Finn-

ish banking subsidiaries with NBAB. Our intention is to ex-

ecute on the merger plan in early January 2017. The 

changes to the legal structure are subject to among other 

regulatory approvals and satisfactory outcome of discus-

sions with the local authorities. 

We have committed considerable resources to improve our 

capabilities within compliance and prevention of financial 

crimes. We have recruited world-class people to key posi-

tions to drive the change, built group-wide operations for 

critical processes and established a separate Financial 

Crime Change Programme (FCCP). We have 850 full-time 

employees focusing on activities related to know your cus-

tomer, sanctions screening and transaction monitoring with 

the aim to be approximately 1,150 by the end of the year. 

In mid-April the CEO initiated an internal investigation to 
assess whether the business activities in our Private Bank-
ing operations are in line with internal policies as well as 
external tax rules and anti-money laundering regulations. 
The investigation covered Panama-related offshore struc-
tures in Nordea Bank S.A. in Luxembourg (NBSA) as well 
as Nordic Private Banking. The main conclusions from the 
investigation are presented in a separate press release that 
Nordea issued today.  

Although many challenges remain we can start to report 

progress in our simplification program and compliance pro-

cedures and we continue to deliver on our AML-

remediation efforts. The transformation of the bank is all 

about becoming the bank our customers want us to be. 

 

Casper von Koskull  President and Group CEO  
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Macroeconomy and financial  
Markets  
 

With the passing of the second quarter of 2016, the global 

economy entered into a less benign environment for eco-

nomic growth. In the advanced economies, the recovering 

growth has been under pressure from weakening labour 

markets, while emerging markets have continued to suffer 

from a contraction in world trade, manufacturing and in-

vestments. Although growth in Europe continued its stable 

recovery, confidence suffered following the UKôs EU refer-

endum. Financial markets reacted adversely to the UKôs 

vote to leave the EU, resulting in a flight to quality assets 

and a sharp decrease in bond yields. In Q2, the ECB initi-

ated its expanded quantitative easing program, including 

long term refinancing operations and a corporate sector 

debt purchase programme. In the US, while household 

consumption remained stable, the economy showed signs 

of a slowdown with low growth and a weakening labour 

market. The increasing global risks to growth led the Fed-

eral Reserve to leave policy rates unchanged in Q2. In 

China, manufacturing PMIs deteriorated alongside a slow-

ing of investment growth. In financial markets, Q2 began 

on a strong note with performance in equity and credit 

markets, but by mid-April sentiment turned in favour of saf-

er fixed income assets. European equity markets ended 

the quarter 4.7% lower, whereas US equity markets were 

1.9% higher. German and US 10y yields both dropped just 

below 30bp during the quarter, notably pushing 10y Ger-

man government bond yields to an all-time low level in 

negative territory. The EURUSD exchange rate dropped by 

2.4% to 1.11.  

 

Denmark 

The Danish economy expanded by 0.7% q/q during the first 

quarter of 2016. However, the relatively strong growth in 

Q1 came after the revised data for the National Account 

that revealed a technical recession in the second half of 

2015. Leading indicators for Q2 point to a slowdown in 

growth. House prices began to move higher after a slow-

down towards the end of last year. Consequently, the pric-

es of single-family homes are now at their highest level 

since the late summer of 2008, while the prices of owner-

occupied flats are about 5% above the 2006 peak. The 

Danish central bank kept the leading interest rate un-

changed in Q2. Both in May and June the central bank in-

tervened in the FX-market to prevent the krone from ap-

preciating. Danish equities increased 1.0% during the quar-

ter while 10-year government bond yields dropped 35bps 

to 0.07%. The spread to the German 10-year rate fell by 

6bps during Q2. 

 

Finland 

Finnish economic data in recent quarters was stronger than 

anticipated.  The starting point for Q2 and the rest of 2016 

is therefore more positive than expected. The economic 

outlook, however, remains cloudy weaker-than-expected 

data in terms of foreign trade, manufacturing and new or-

der flow, indicating that challenges persist on the road to a 

broad-based recovery.  

 

 

 

 

The domestic demand side looked better, with robust pri-

vate consumption. Especially the demand for services and 

durable goods, notably cars, was strong. However, slow 

improvement in purchasing power, challenges in the labour 

market and low confidence keep consumption projections 

under pressure. Positively, the housing market has shown 

clear signs of recovery as new mortgages and house pric-

es have been increasing moderately again. Finnish equities 

fell by 1.2% during the second quarter while the 10-year 

government yield dropped 30bps to 0.14%. 

 

Norway 

The Norwegian National Accounts continued to show close 

to zero growth in the mainland economy for Q1, in line with 

the picture from the second half of 2015. Business surveysô 

figures and labour market data showed that the weakness 

mainly was due to the continued downward pressure in oil- 

related industries. Meanwhile, the overall unemployment 

level came down during Q2 after stabilising in Q1. Retail 

sales data was generally weak, but showed some strength 

towards the end of Q2. House prices overall continued to 

increase in Q2 but the picture was mixed with Oslo and 

surrounding areas rising strongly while areas closer related 

to the oil sector showed weakness. Core inflation came 

down by 0.2% during the quarter but was still at elevated 

levels of around 3% y/y, predominantly driven by a histori-

cally weak NOK. Norges Bank kept key rates unchanged at 

0.5%, but signalled that more easing could come later this 

year. Norwegian equities increased 4.7% during the sec-

ond quarter while the oil price came up by about 25%. The 

10-year government bond yield dropped 20bps to 0.99%.  

NOK strengthened by 2% in trade-weighted terms. 

 

Sweden 

The Swedish economy continued to show strength in Q2. 

GDP increased by 4.2% in Q1 2016 and underlying details 

revealed that domestic demand grew at a robust pace 

while the export sector has remained challenged. These 

trends appear to have continued in the second quarter of 

2016. The labour market continued to improve, with declin-

ing unemployment. Consumer price inflation remained be-

low the 2%-target, but inflation expectations rose towards 

the target. The Riksbank left the policy rate unchanged at -

0.50% in April but prolonged the purchase programme of 

government bonds to the second half of 2016. Further-

more, the purchase programme was expanded to include 

index-linked bonds. Swedish equities were down by 3% 

while the 10-year government bond yield dropped 54bps to 

0.25%. The Swedish trade weighted exchange rate weak-

ened somewhat during the second quarter.  
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Group results and performance    
 
Second quarter 2016 
 

 
 

 

Net interest income 
Net interest income was up 1% in local currencies adjust-

ed for resolution fees which increased EUR 19m from the 

previous quarter. It increased by 1% in the three business 

areas, while it came down from a high level on previous 

quarter in Group Corporate Centre. Lending margins im-

proved while deposit margin was somewhat lower. 

 

Net interest income for Retail Banking was up 1% in local 

currencies, mainly due to growth in Norway (7%) and Bal-

tics (6%) as well as Sweden (2%).  

 

Net interest income in Wholesale Banking was down -5% 

in local currencies driven by lower lending volumes in 

Shipping, Offshore & Oil Services (-5%) as well as Bank-

ing Russia (-6%). 

 

Net interest income in Wealth Management was up EUR 

2m in the quarter to EUR 28m. 

 

 

Net interest income in Group Corporate Centre was down 

4% to EUR 125m compared to the high level of EUR 131m 

from the previous quarter.  

 
Lending volumes 

Loans to the public in local currencies, excluding repos, in-

creased 1% from the previous quarter and 2% from the 

same quarter in 2015. Average lending volumes in local 

currencies in business areas were largely unchanged from 

the previous quarter and up 2% from second quarter 2015, 

with marginally higher growth in Sweden and Norway. 

 
Deposit volumes 

Total deposits from the public in local currencies, excluding 

repos, increased 4% from the previous quarter and de-

creased 5% from the same quarter in 2015. Average de-

posit volumes in local currencies in business areas were 

down 1% from the previous quarter but up 2% from second 

quarter 2015. 
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Net fee and commission income 
Net fee and commission income increased 4% in local cur-

rencies from the previous quarter.  

 

Savings and investments commissions 

Net fee and commission income from savings and invest-

ments increased 7% in local currencies from the previous 

quarter to EUR 489m. Assets under Management (AuM) 

increased to EUR 300.2bn from EUR 290.9bn in the previ-

ous period. Net inflow amounted to EUR 5.8bn in the quar-

ter, or 8% of assets under management, annualised.  

Performance-related asset management fees were EUR 

0m compared to EUR 13m in the previous quarter. Broker-

age and corporate finance fees improved in the quarter fol-

lowing a strong trend within Equity and Debt Capital Mar-

kets. 
 
Payments and cards and lending-related commissions 

Lending-related net fee and commission income decreased 

2% in local currencies to EUR 175m from the previous 

quarter. Payments and cards net fee and commission in-

come was 2% higher compared to previous quarter.

 

 

Net result from items at fair value 
The net result from items at fair value increased from EUR 

332m in the previous quarter to EUR 405m (+22%). Lower 

interest rates and higher spreads lead to a negative impact 

on Fair value adjustments of EUR 54m, compared to a 

negative impact of EUR 93m in previous quarter. 
 
Capital Markets income for customers in Wholesale Bank-
ing, Retail Banking and Private Banking 

The customer-driven capital markets activities improved 

15% from previous quarter to EUR 221m. 

 
Life & Pensions 

The net result from items at fair value within Nordea Life & 

Pensions decreased by EUR 26m to EUR 60m. Previous 

quarter was positively impacted by EUR 18m from a full re-

lease of the fee reservation account in Denmark.  
 
Wholesale Banking other 

The net fair value result for Wholesale Banking other, i.e. 

income from managing the risks inherent in customer 

transactions improved EUR 44m to EUR 80m. Fair Value 

Adjustments had a negative impact of EUR 50m, compared 

to a negative impact of EUR 86m in previous quarter. 

 
Group Functions and Other and eliminations 

The net fair value result in Group Corporate Centre in-

creased to EUR 46m from EUR 25m in the first quarter, 

mainly due to strong performance in the liquidity buffer.  
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Equity method 
Income from companies accounted for under the equity 

method was EUR 101m, compared to EUR 9m in the pre-

vious quarter. The gain related to VISA Inc.'s acquisition of 

VISA Europe amounted to EUR 93m, net of tax. 

 

Total operating income 
Total income increased 4% in local currencies and 5% in 

EUR excluding non-recurring items from the previous quar-

ter to EUR 2,405m. 

 
Other operating income 
Other operating income was EUR 74m compared to EUR 
14m in the previous quarter. The gain related to VISA Inc.'s 
acquisition of VISA Europe amounted to EUR 58m, net of 
tax deducted by intermediaries.  
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Total expenses  
Total operating expenses in the second quarter amounted 

to EUR 1,206m, up 2% from the previous quarter and up 

3% from the second quarter 2015 in local currencies. 

 

Staff costs were up 2% from previous quarter in local cur-

rencies. Provisions for performance-related salaries in the 

second quarter were EUR 85m, compared to EUR 58m in 

the previous quarter. 

 

Other expenses were up 2% in local currencies, and de-

preciations were up 3% from the previous quarter. 

 

The number of employees (FTEs) at the end of the second 

quarter was 30,996, an increase by 597 compared to pre-

vious quarter and 1,277 (4%) from the same quarter in 

2015. The increase compared to the second quarter in 

2015 relates mainly to increase in compliance and insourc-

ing of IT.  

 

Expenses that impacted the P&L related to the Group pro-

jects were EUR 62m, compared to EUR 29m in the previ-

ous quarter. In addition EUR 56m was capitalised com-

pared to EUR 33m in the previous quarter.  

 

The cost-to-income ratio, excluding non-recurring items, 

was 50% in the second quarter, down from 51% in the pre-

vious quarter.  
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Net loan losses 
Credit quality remains solid and net loan losses totalled to 

EUR 127m or 15 bps for the second quarter in 2016, com-

pared to EUR 111m or 13 bps in the previous quarter. Indi-

vidual losses on few, mainly oil and offshore related cus-

tomers as well as increased collective provisions related to 

the Oil and Offshore sector are the main drivers behind the 

net loan loss this quarter. 

The risk level has increased in oil and offshore related 

credit portfolios and it will not improve in the second half of 

this year. The full year loan losses are however expected 

to remain at around the long term average level of 16bps. 

The impaired loans were up by 4%, mainly related to few 

large new impaired customers. 

 

 

 
Credit portfolio  
Total lending to the public, excluding reversed repurchase 

agreements, amounted to EUR 309bn, unchanged from the 

previous quarter in local currencies. Overall, the credit 

quality of the loan portfolio remained solid, with a positive 

effect from migration in the household portfolio and close to 

zero migration for the corporate portfolio. 

 

The impaired loans ratio increased to 172bps of total loans 

(165bps in previous quarter). Total impaired loans gross 

increased by 4% compared to the previous quarter. The 

non-performing part of impaired loans has decreased to 

40% of impaired loans (42% in previous quarter). 

The provisioning ratio decreased to 42% (43% in previous 

quarter). 
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Profit 

 

Operating profit 

Operating profit excluding non-recurring items increased 

6% in local currencies (+7% in EUR), to EUR 1,072m. 

 

Taxes 

Income tax expense was EUR 227m. The effective tax rate 

was 18.6%.  

 

 

Net profit 

Net profit increased 26% in local currencies (+27% in EUR) 

from the previous quarter to EUR 996m. Return on equity 

excluding non-recurring items was 11.4%, up 1.1%-points 

from the previous quarter.  

 

Diluted earnings per share were EUR 0.25 for the total op-

erations (EUR 0.19 in the previous quarter).

 

 

 
 
First half year 2016 compared to first half 
year 2015 

Total income was down 9% in local currencies (-10% in 

EUR) from last year and operating profit was down 20% in 

local currencies (-21% in EUR) from last year excluding 

non-recurring items.   

 

Income 

Net interest income was down 4% in local currencies 

(down 7% in EUR) from last year. Average lending vol-

umes in local currencies in business areas up 2% from the 

first half year 2015. Average deposit volumes in local cur-

rencies in business areas up 5% from the first half year 

2015. Both Lending margins and deposit margins are down 

(EUR -5m and -89m respectively) compared to one year 

ago.  

 

Net fee and commission income decreased 3% in local cur-

rencies (-4% in EUR) and the net result from items at fair 

value decreased by 28% in local currencies (-27% in EUR) 

from last year. 

 

Expenses 

Total expenses were up 2% in local currencies (unchanged 

in EUR) from the previous year excluding non-recurring 

items and amounted to EUR 2,384m, in line with the cost 

target communicated in connection with the 2016 plan. 

Staff costs were down 2% in local currencies.  

 

Net loan losses 

Net loan loss provisions increased to EUR 238m, corre-

sponding to a loan loss ratio of 14bps (13bps for the first 

half year 2015). 

 

 

Currency fluctuation impact 

Currency fluctuations had a reducing effect of 2 %-points 

on income and 1%-point on expenses and -2%-points ef-

fect on loan and deposit volumes compared to a year ago. 

 

Net profit 

Net profit decreased 11% in local currencies (-13% in EUR) 

to EUR 1,778m.  
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Other information 
 

Capital position and risk exposure amount, REA 
Nordea Groupôs Basel III Common equity tier 1 (CET1) 
capital ratio increased 10 bps in the quarter to 16.8% at the 
end of the second quarter 2016. The increase to the CET1 
capital ratio was due to an increase in common equity tier 1 
capital due to FX movements as well as a decrease in REA 
of EUR 0.1bn. 
  
The tier 1 capital ratio increased to 18.9%, up 20bps com-
pared to previous quarter and the total capital ratio in-
creased from 21.8% to 22.1%. 
 
REA was EUR 142.9bn, a decrease of EUR 0.1bn com-
pared to the previous quarter. The decrease is mainly driv-
en by an improved credit quality in the corporate portfolio 
as well as decreased market risk. The decrease in Article 3 
buffer is offset by an increase in IRB models due to yearly 
parameter validations. 
 
The CET1 capital was EUR 24.0bn, the Tier 1 capital was 
EUR 27.0bn and the Own Funds were EUR 31.5bn. The 
capital requirement based on Basel 1 transitional rules was 
EUR 17.7bn and the adjusted own funds were EUR 
31.7bn. 
 
The CRR leverage ratio remained stable at 4.4% compared 
to the first quarter and including profit at 4.5%. The lever-
age ratio is calculated in accordance with the delegated 
regulation 2015\62. 
  
Economic Capital (EC) was at the end of the second quar-
ter EUR 27.3bn, which is an increase by 0.3bn compared 
to first quarter. The increase is mainly due to the capital 
deductions, which increased economic capital by EUR 
0.2bn driven by increases in intangibles and prudent valua-
tion. Further, the increase in Pillar I credit risk had an effect 
of EUR 0.1bn on EC. 
 
The Group´s Internal Capital Requirement (ICR) was at the 
end of the second quarter EUR 15,307m, a decrease of 
EUR 37m compared to the previous quarter. The ICR 
should be compared to the own funds, which was EUR 
31,530m at the end of the fourth quarter. The ICR is calcu-
lated based on a Pillar I plus Pillar II approach. For more  
detailed information about the ICR methodology see the 
Capital and Risk Management Report. 

 

The Common Equity Tier (CET) 1 ratio increased 10 bps to 

16.8% compared to the previous quarter. The preliminary 

outcome of the Supervisory Review and Evaluation Pro-

cess (SREP) for 2016 is a forward-looking CET 1 require-

ment by the end of 2016 of approximately17% excluding a 

management buffer. It is Nordeaôs assessment that we will 

meet this requirement including a management buffer of 

50-150 bps. We expect the final outcome in Septem-

ber/October. 
 
Regulatory developments 

On 24 May the Swedish Financial Authority, SFA, pub-
lished the formally adopted supervisory methods and the 
maturity floor that both will raise the capital requirements 
primarily for exposures to corporates for banks that use the 
IRB approach. The increase is the result of a more con-
servative calculation of probability of default (PD) and the 
introduction of a maturity floor. The maturity floor will be 
applied in the 2016 supervisory review and evaluation pro-
cess (SREP) and the changes to PD are expected to be 
applied during 2016.  
 

 
Risk exposure amount, REA (EURbn),  

quarterly development 

   

 
     

 

Common equity tier 1 (CET1) capital ratio, changes in the quarter 

 

 

 

*Implementation of CRD IV

162 160
155

159
152 153

145
152 150 147

143 143 143
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Balance sheet 
Total assets in the balance sheet decreased EUR 5bn in 

the quarter. Loans to the public increased EUR 2bn in the 

quarter to EUR 345bn. 

 

 
Nordeaôs funding and liquidity operations 

Nordea issued approx. EUR 6.2bn in long-term funding in 

the second quarter excluding Danish covered bonds and 

subordinated notes, of which approx. EUR 2.5bn repre-

sented the issuance of Swedish and Norwegian covered 

bonds in domestic and international markets. A notable 

benchmark transaction in the quarter was a USD 1.5bn du-

al tranche senior unsecured issuance out of NBAB in May, 

split by a USD 1.25bn 5Y fixed and a USD 250m 5Y FRN 

bond. 

 

Nordeaôs long-term funding portion of total funding was, at 

the end of the second 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 

FSAôs LCR definition, 159% at the end of the second quar-

ter. The LCR in EUR was 270% and in USD 189% at the 

end of the second quarter. LCR for the Nordea Group ac-

cording to CRR LCR definitions was 155% at the end of the 

second quarter. The liquidity buffer is composed of highly 

liquid central bank eligible securities with characteristics 

similar to Basel III/CRD IV liquid assets and amounted to 

EUR 59bn at the end of the second quarter (EUR 60bn at 

the end of the first quarter). 

 

 
Market risk  

VaR numbers decreased in both banking book and trading 

book in the last quarter. 

Banking book has driven the decrease at Group Level, 

primarily due to reduced holding positions in EUR and USD 

long term Government Bonds in Liquidity Buffer. 

 

 
Nordea share 

In the second quarter, Nordeaôs share price on the Nasdaq 

Stockholm Exchange depreciated from SEK 78.0 to SEK 

70.9. 

 

Delivering on the Simplification Programme 

At May 17, the Swedish Financial Authority approved the 

plans for the mergers of the Norwegian, Danish and Finn-

ish banking subsidiaries with NBAB.  We intend to execute 

on the merger plan in early January 2017. The changes to 

the legal structure are subject to regulatory approvals and 

a satisfactory outcome of discussions with the local authori-

ties. 

In early June our first product successfully went live on our 

core banking platform. This was achieved less than six 

months after installing the model bank. The product is a 

fixed term deposit, accessible 24/7, fully digitised and of-

fered to Nordea employees in Finland. 

In June, all in- and outbound SEPA Interbank payments for 

Baltics and Nordic non Euro countries were successfully 

added to our Global Payment Engine. The next step will be 

SEPA Interbank payments in Finland. 

Compliance risk 

Nordea is subject to various legal regimes relating to anti-

money laundering (AML) and economic sanctions, includ-

ing those of the European Union and the United States. 

Governmental authorities that administer and enforce those 

regimes are regularly conducting investigations with re-

gards to Nordeaôs regulatory compliance. The outcome of 

certain investigations is pending, and criticism and sanc-

tions cannot be ruled out. This includes the investigation 

and related report from the Danish FSA regarding Anti-

Money Laundering procedures in Nordea Bank A/S. The 

report was published in June, but the final outcome is still 

pending. Similarly, Nordea is also responding to inquiries 

from U.S. governmental authorities regarding historical 
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compliance with U.S. financial sanctions, as well as inquir-

ies from U.S. and other governmental authorities related to 

the law firm Mossack Fonseca and the ñPanama Papersò 

documents. 

 

Nordea is addressing the identified deficiencies within the 

area of Financial Crime (including AML) through the Finan-

cial Crime Change Program which was launched in June 

2015, and significantly ramped up during 2016. 

 
In addition, in mid-April the CEO initiated an internal inves-
tigation to assess whether the business activities in our 
Private Banking operations are in line with internal policies 
as well as external tax rules and anti-money laundering 
regulations. The investigation covered Panama-related off-
shore structures in Nordea Bank S.A. in Luxembourg 
(NBSA) as well as Nordic Private Banking. The main con-
clusions from the investigation are presented in a separate 
press release that Nordea issued today.  

 

Important events after end of second quarter 

Nordea is finalising an agreement with a limited number of 

investors to enter into a synthetic risk transfer covering 

EUR 8.4bn of Nordeaôs loan portfolio.  

The risk transfer is performed through a collateralised CDS 

structure, and no assets will be derecognised from 

Nordea's balance sheet. The transaction will be reported 

as a derivative as from the third quarter 2016. 

  

Nordea considers the Nordic macro indicators to be stable 

and the risk transfer increases available capital. The trans-

action includes a broad selection of assets from Nordea´s 

core corporate loan book and does not target any specific 

sectors/geographies. 

  

The transaction is priced at an attractive cost of capital for 

Nordea, and reflects Nordea's historically very strong asset 

quality. The transaction will improve Nordeaôs CET1 capital 

ratio with approx. 30bps. 
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Business areas 
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Retail Banking 
 

The business area consists of the retail banking business 

in the Nordic region and the Baltic countries and includes 

all parts of the value chain except the Nordic Private Bank-

ing segment. Approx. 10 million household customers and 

0.5 million corporate customers are offered a wide range of 

products. Besides 582 branch locations, customers are 

served by contact centres as well as through the online 

banking channels.  

 

On July 1
st
 the business area was split into two new busi-

ness areas Personal Banking and Commercial & Business 

Banking, to enhance our customer services. The change 

will be implemented during the second half year of 2016. 

 

Business development 

The digital services for household customers continue to 

expand. Since the beginning of the year, iPhone users 

have been able to get access to an adviser in Nordea with 

just one click in the Mobile Banking app. Now, Android us-

ers can also chat with Nordea and easily place calls to 

Nordea directly in the app as well as use the fun features of 

logging in with TouchID and shaking the phone to log out. 

In Finland, customers can now see the balances of their 

funds and insurance savings in the Mobile Banking app. 

And in Norway customers can now access an overview of 

their funds in Nordea Life & Pension, get an insurance 

quote and apply for a loan promise. 

 

This year, we have made it possible to send documents 

and agreements digitally to our customers. In Denmark, 

Norway and soon Sweden, customers can now sign the 

documents digitally, thus shortening loan procedures im-

mensely. 

 

Nordea piloted its first Start-up Accelerator last November 

which was fruitful for both the start-ups and Nordea. This 

year, we will expand the concept and run the largest Nordic 

Fintech Accelerator together with one of the worldôs largest 

global IT services brands ï Tata Consultancy Services 

(TCS). The programme will start with a Training and Selec-

tion week in Oslo in August and then continue with a 12 

week onsite in Nordea HQ in Helsinki and Stockholm from 

September. 

 

Another area where the interest for our online solutions 

continues to increase is when it comes to getting advice 

online. Still more customers prefer an online meeting and 

today one out of six of all customer meetings are online 

meetings. The need for online meetings is also met via our 

new e-branches. Here, customers get access to the same 

advice as in the physical branch, but with more flexible 

opening hours and through a team of advisers.  Across the 

Nordics we now have 29 eBranches with so far 250 advis-

ers available to serve customers. 

 

The online on boarding solutions mean better customer 

experiences and enhanced compliance. In Sweden 97% of 

our new Business Banking customers coming through 

Business Banking Direct are now on boarded online. That 

is a good achievement. In Denmark we opened the first 

Business Banking Direct e-branch during the quarter. 

 

Result 

Total income increased 2% from the first quarter as net in-

terest income increased for the first time since 2014 and 

net result from items at fair value continued to grow.  

 

Net interest income increased 1% from the previous quar-

ter as initiatives to increase margins gradually took effect 

on both corporate and household lending, mitigating the 

worsening of the macroeconomic environment where inter-

est rates have continued to drop. 

 

In local currencies, lending volumes continued up from the 

previous quarter and increased by 1% from the same quar-

ter last year. Deposit volumes improved from the previous 

quarter and ended at a high level. 

 

Net fee and commission income decreased from the previ-

ous quarter coming primarily from the development in 

Banking Denmark. Net result from items at fair value 

picked up and ended at the highest level since the begin-

ning of 2015, coming primarily from customer activity in the 

risk management area.  

 

In local currencies expenses were unchanged from the 

previous quarter, but down 1% compared to the same peri-

od last year as the continued focus on efficiency and 

branch network transformation more than mitigated infla-

tion and increased compliance investments. 

 

Economic capital (EC) and Risk exposure amount (REA) 

increased from last quarter. ROCAR ended at 10%, slightly 

down compared to the previous quarter. 

 

Credit quality 

Net loan losses increased from a very low Q1, but re-

mained at a low level. The loan loss ratio was 12bps com-

pared to 9bps in the first quarter. Compared to the first half 

of 2015, net loan losses decreased 23%. Credit quality re-

mained solid. 

 

Banking Denmark 

Total income decreased from the previous quarter following 

a lower level of mortgage refinancing. Further Q1 included 

a yearly effect from general insurance sales. Demand for 

consumer lending remained low while tax returns and divi-

dend payments increased the deposit volumes.  Demand 

for online services was high. The number of Household re-

lationship customers serviced in e-branches increased 

38% compared to the previous quarter. With the establish-

ment of Business Banking Direct online service is now of-

fered to small and midsized corporate customers. 

 

Banking Finland 

Total income increased in the second quarter driven by 

markets income. The development of net interest income 

and commission income was stable despite an uncertain 
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macroeconomic environment.  Lending volumes increased 

from household mortgage lending, while the increase in 

deposits came mainly from the corporate segment. Costs 

have remained stable despite investments in the Remote 

and Premium concept. Loan losses remained at a low level 

in the second quarter. 

 

Banking Norway 

Total income increased 10% from the previous quarter. In 

local currency corporate lending volumes decreased on 

business selection and internal customer movements with 

a corresponding increase in lending margin. Household 

lending volumes increased with close to market growth and 

the underlying lending margin improved. Deposit volumes  

increased significantly. Net fee and commission income 

showed a high growth especially from savings- and lending 

commission income. The number of online meetings in-

creased further, and 22% of Household meetings were re-

mote meetings. Loan losses increased on single corporate 

customers and collective provisions. 

 

Banking Sweden 

In local currency business volumes increased compared to 

the previous quarter, a combination of growing lending vol-

umes and stable deposit volumes. Continued volatile stock 

markets and capital markets limited the development for 

commission income. A 35% increase in net result from 

items at fair value was the main driver behind the 4% 

growth in total income. The number of FTEs increased fol-

lowing investments in online units and contact centres as 

well as in compliance processes. Net loan losses remained 

low. 

 

Banking Baltic countries 

Total income increased 8% from the previous quarter com-

ing primarily from the high sales of risk management prod-

ucts, improving lending margins and increased customer 

activity in daily banking. 

 

Expenses increased following temporary fluctuations and 

investments in compliance processes. After the unusually 

low loan losses in the first half of 2015, provisions have in-

creased but have been on an average stable level during 

the last four quarters. 
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