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Nordea Bank Finland Plc is part of the Nordea Group.
Nordea is among the ten largest universal banks in Europe
in terms of total market capitalization and has around 11
million customers, 31,500 employees and approxi mately
600 branch office locations. The Nordea share islisted 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 insurance.
In Nordea we build trusted relationships through our

strong engagement with both customers and society.
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Nordea Bank Finland Group

Five-year overview of the Directors’ Report

Income statement

EURmM 2016 2015 2014 2013 2012
Net interest income 865 1,052 1,189 1,183 1,258
Net fee and commission income 131 105 75 -113 295
Net result from items at fair value 1,142 1,257 970 1,114 1,217
Profit from associated undertakings accounted falen
the equity method 13 5 3 8 18
Other operating income 94 66 41 32 36
Total operating income 2,245 2,485 2,278 2,224 2,824
General administrative expenses:

Staff costs -515 -547 -559 -553 -574

Other expenses -451 -413 -433 -466 -447
Depreciation, amortisation and impairment chardes o
tangible and intangible assets -28 -31 -92 -40 -50
Total operating expenses -994 -991 -1,084 -1,059 -1,071
Profit before loan losses 1,251 1,494 1,194 1,165 1,753
Net loan losses -57 -92 -60 -53 -144
Impairment of securities held as financial non-eatr
assets - - - 1 -
Operating profit 1,194 1,402 1,134 1,113 1,609
Income tax expense -232 -347 -232 -285 -428
Net profit for the year 962 1,055 902 828 1,181
' The comparative figures for 2015 have been restated
Balance sheet
EURmM 2016 2015 2014 2013 2012
Loans to central banks and credit institutions 28,6 32,417 35,351 35,767 36,827
Loans to the public 64,611 101,447 113,748 113,779 100,765
Interest-bearing securities and pledged instruments 31,507 34,770 45,701 34,246 37,896
Derivatives 68,563 80,557 105,254 70,234 117,213
Other assets 47,451 52,399 46,144 50,735 42,760
Total assets 238,775 301,590 346,198 304,761 335,461
Deposits by credit institutions 63,918 78,162 87,368 79,426 74,666
Deposits and borrowings from the public 55,352 62,153 76,879 80,909 70,212
Debt securities in issue 18,507 43,407 48,472 47,130 48,999
Derivatives 70,864 83,538 102,876 67,109 115,836
Subordinated liabilities 632 628 620 429 514
Other liabilities 18,092 21,406 20,365 20,244 16,017
Equity 11,410 12,296 9,618 9,514 9,217
Total liabilities and equity 238,775 301,590 346,198 304,761 335,461
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Ratios and key figures

Group

2016 2015 2014 2013 2012
Return on equity, % 8.1 9.6 9.4 8.8 11.3
Return on total assets, % 0.4 0.3 0.3 0.3 0.3
Cost/income ratio, % 44 40 48 48 38
Loan loss ratio, basis points 9 9 5 5 14
Common Equity Tier 1 capital ratio, incl. Basel |
floor" % % 22.2 19.3 14.2 15.0 18.0
Tier 1 capital ratio, incl. Basel | flodr? % 23.4 20.2 15.1 15.0 18.0
Total capital ratio, incl. Basel | flodr? % 235 20.3 15.2 15.8 18.8
Common Equity Tier 1 capital, incl. Basel | flédy
EURm 10,203 10,998 8,454 8,430 8,246
Tier 1 capitat 2 EURm 10,753 11,548 9,004 8,430 8,246
Risk exposure amount, incl. Basel | flb&URm 46,476 58,188 61,328 56,077 45,733
Number of employees (full-time equivalerits) 6,575 6,595 6,653 7,981 8,252
Average number of employees 7,326 7,285 7,802 8,937 9,269
Salaries and remuneration, EURm -397 -413 -420 -426 -434
Equity to total assets, % 4.8 4.1 2.8 3.1 2.7

' End of the year

2 Since 2014 ratios are reported using the Basel Il (CRR/CRDIV) framework.

3 For more information regarding ratios and key figures and key figures defined as Alternative performance measures, see http:/Awww.nordea.com/en/investor-relations/.
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Business definitions and exchange rates

These definitions apply to the descriptions inAmaual Report.

Cost/income ratio
Total operating expenses divided by total operating
income.

Equity to total assets
Total shareholders’ equity including minority
interests as a percentage of total assets at yelar-e

Own funds

Own funds include the sum of the Tier 1 capital and
the supplementary capital consisting of
subordinated loans, after the potential deduction f
expected shortfall.

Loan loss ratio

Net loan losses (annualised) divided by the closing
balance of loans to the public (lending), basis
points.

RAROCAR, %
(Risk-adjusted return on capital at risk), Risk-
adjusted profit relative to Economic capital.

Return on equity (ROE)

Net profit for the year excluding non-controlling
interests as a percentage of average equity for the
year. Average equity including net profit for the
year and dividend until paid, non-controlling
interests excluded.

Return on total assets (ROA)

Operating profit less taxes as a percentage of
average total assets. Average total assets are
calculated as the mean of total assets at the
beginning and end of the year.

Risk exposure amount

Total assets and off-balance-sheet items valued on
the basis of the credit and market risks, as veell a

the operational risks of the Group’s undertakirigs,
accordance with regulations governing capital
adequacy, excluding carrying amount of shares
which have been deducted from the capital base and
intangible assets.

Tier 1 capital

The Tier 1 capital of an institution consists o th
sum of the Common Equity Tier 1 capital and
Additional Tier 1 capital of the institution.
Common Equity Tier 1 capital includes
consolidated shareholders” equity excluding
proposed dividend, deferred tax assets, intangible
assets in the banking operations, the full expected
shortfall deduction (the negative difference betwee
expected losses and provisions) and finally other
deductions such as cash flow hedges.

Tier 1 capital ratio

Tier 1 capital as a percentage of risk exposure
amount. The Common equity Tier 1 capital ratio is
calculated as Common equity Tier 1 capital as a
percentage of risk exposure amount.

Total capital ratio
Own funds as a percentage of risk exposure
amount.

Exchange rates appliedend of year rates as at 31 December 2016)

EUR 1.0000 uUsD 1.0541
GBP 0.85618 CHF 1.0739
NOK 9.0863 PLN 4.4103
Rating, Nordea Bank Finland

31 Dec 2016 Short Long
Moody's P-1 Aa3
Standard & Poor’s A-1+ AA-
Fitch Fl+ AA-
DBRS R-1 (mid) AA (low)

: Negative outlook
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Nordea Bank Finland

Directors’ Report

Throughout this report the terms “Nordea Bank
Finland”, “NBF” and “Bank Group” refer to Nordea
Bank Finland Plc and its subsidiaries. Nordea Bank
Finland Plc is a wholly-owned subsidiary of Nordea
Bank AB (publ), the parent company in the Nordea
Group. The Nordea Group is referred to as
“Nordea”.

Nordea Bank Finland Plc is domiciled in Helsinki
and its business identity code is 1680235-8.

As part of the Nordea Group, NBF operates in the
banking business. All the operations of NBF are
integrated into the operations of the Nordea Greup’
annual report, with activities and earnings repbrte
by the business areas, encompasses the operations
of NBF in their entirety.

This report covers the operations of Nordea Bank
Finland Plc and its subsidiaries in Finland and
abroad. The Finnish Mortgage Bank operations as
well as Asset Management & Life operations are
included in the Annual Report of the Nordea Group.

Subsidiaries and foreign branches

NBF has subsidiaries in Finland and abroad. The
most significant subsidiary is Nordea Finance
Finland Ltd, which is responsible for the Group’s
finance company operations in Finland. The Nordea
Finance Finland Group comprises one Finnish
financial institution and several real estate
companies, four associated companies as well as
three subsidiaries operating in the Baltic market:
Nordea Finance Estonia Ltd, Nordea Finance Latvia
Ltd and Nordea Finance Lithuania Ltd.

NBF has foreign branches in New York and
Singapore. NBF has no foreign representative
offices.

Simplifying the legal structure

In February 2016, the Board of Directors of Nordea
Bank Danmark A/S, Nordea Bank Finland Plc and
Nordea Bank Norge ASA signed merger plans with
the purpose to change the Norwegian, Danish and
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Finnish subsidiary banks to branches of the Swedish
parent company, Nordea Bank AB (publ), by means
of cross-border mergers. The Annual General
Meeting of Nordea Bank AB (publ) resolved to
approve the merger plans on 17 March 2016.

The remaining approvals needed in order to execute
the mergers between Nordea Bank AB (publ) and
Nordea Bank Danmark A/S, Nordea Bank Finland
Plc and Nordea Bank Norge ASA, respectively,
were obtained during 2016.

As part of the merger process a new Mortgage
Credit Institution (Nordea Mortgage Bank Plc) was
established in Finland on 1 October 2016 in order t
continue the covered bonds operations performed by
Nordea Bank Finland Plc.

The cross border mergers between Nordea Bank AB
(publ) and its subsidiary banks in Denmark, Finland
and Norway were executed on 2 January 2017. As a
result, all assets and liabilities of the subsigiar

banks were transferred to Nordea Bank AB (publ)
and each of Nordea Bank Danmark A/S, Nordea
Bank Finland Plc and Nordea Bank Norge ASA
were dissolved. The banking business in Denmark,
Finland and Norway is now carried out in branches
of Nordea Bank AB (publ).

The new simplified legal structure supports the
work to increase agility, efficiency and benefifs o
scale and it strengthens governance.

Changes in NBF Group’s structure

In addition to the partial demerger mentioned above
Nordea Bank Finland PlIc dissolved its wholly-
owned subsidiary, Nordea Securities Holding

(U.K.) Ltd, during 2016. The dissolution had no
material impact on the Group’s result.

Additionally, three small subsidiaries were sold
during the year.

Nordea Bank Finland Plc’s associated company
Realia Holding Oy was sold during 2016. The sale
resulted in a loss of EUR 7m.



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.

The transaction is conditional upon regulatory
approvals and conditions and is expected to close i
the second quarter of 2017. The banks will remain
competitors and operate independently until all
necessary approvals have been obtained and the
transaction has closed.

NBF’s finance company operations in Estonia,
Latvia and Lithuania are included in the agreement.
The impact on the 2016 income statement is
disclosed in Note 47 for comparison purposes.
Impact on the balance sheet was EUR 1.7bn.

Business development in 2016

2016 was probably the most eventful year in the
history of Nordea. Continued negative rates,
regulatory uncertainty and digital transformation
have been in focus for the sector. The unexpected
outcome on the referendum in the UK and the US
presidential elections both created short term
turmoil on the financial markets, however it seems
like investors have been used to deal with
geopolitical uncertainties.

The Nordic economies were characterised by
divergence. In Sweden the economic picture was
strong. In Denmark, the economy initially grew
firmly, but then slowed somewhat in the second half
of 2016. The full-year picture remained robust,
continuing the gradual improving trend. In Norway
growth also initially held up, but as the deteriama

in oil prices accelerated the economy was gradually
impacted, weighing also on forward looking
expectations. In Finland, the economic picture
remained more muted, with growth swaying
between positive and negative territory over the
quarters.

Result summary

Both the 2016 income statement and balance sheet
of NBF were affected by the partial demerger.
NBF's total operating income decreased 10%. Profit
before loan losses was 16% and operating profit
15% lower than in the previous year. Loan los®rati
remained at a moderate level being 9 basis points.
Profit before tax totalled EUR 1,194m (2015:

1,402), and return on equity was 8.1% (9.6).

Comments on the income statement

Operating income

Total operating income decreased to EUR 2,245m
(2,485), mainly explained by the lower net interest
income as well as lower result from items at fair
value.
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Net interest income decreased 18% to EUR 865m
(1,053). The resolution fee decreased net interest
income EUR 66m and the partial demerger
approximately EUR 55m. Lending volumes
decreased 36% and deposit volumes 11%. Lending
was stable when excluding the reverse repurchase
agreements and the impact of the partial demerger.
Average lending margins were slightly higher than
in the previous year. The negative trend in deposit
margins has turned to a slight improvement.

Net fee and commission income increased 25% to
EUR 131m (105). Fee and commission income was
2% lower and totalled EUR 741m (759). Fee and
commission expenses decreased EUR 44m and
totalled EUR 610m (654). The guarantee fee paid to
Nordea Bank AB (publ) was significantly lower

than in 2015.

Net result fromitems at fair value decreased to EUR
1,142m (1,257) from the exceptionally high level in
2015.

Other operating income including profit from
associated undertakings accounted for under the
equity method increased to EUR 107m (71). A gain
of EUR 58m related to Visa Inc’s proposed
acquisition of Visa Europe. The total gain is split
“Profit from companies accounted for under the
equity method” (EUR 9m) and “Other operating
income” (EUR 49m).

Operating expenses

Total operating expenses were nearly at the same
level as in the previous year and totalled EUR 994m
(991).

Saff costs decreased 6% to EUR 515m (547).
Investments in the compliance issues increased
fixed salaries whereas profit related salariestard
reservation for the profit sharing scheme were
lower. The number of employees, measured by full-
time equivalents, was stable and amounted to 6,575
at the end of the year.

Other expenses were up 9% and amounted to EUR
451m (413). Most significant increases were seen in
IT and consulting expenses.

Depreciations and impairment charges were
slightly lower than in the previous year and
amounted to EUR 28m (31).

Loan losses

Net loan losses amounted to EUR 57m (92) and the
loan loss ratio was 9 (9) basis points. Provisfons
individually assessed loans totalled EUR 19m and
provisions for collectively assessed loans EUR 38m.



Individual loan losses amounted to 3 basis poifits o
loans to the public in 2016 compared to 9 basis
points in 2015. Collective provisions net amounted
to 6 basis points in 2015 compared to 0 basis point
in 2015.

Nordea Bank AB (publ) has guaranteed part of
NBF’s corporate exposures and based on the
agreement NBF’s loan losses decreased EUR 24m
in 2016 and EUR 22m in 2015.

Taxes
Income tax expenses were EUR 232m (347). The
effective tax rate amounted to 19% (25).

Net profit
Net profit for the year amounted to EUR 962m
(1,055). Return on equity was 8.1% (9.6).

Comments on the balance sheet

Assets

Consolidatedotal assets amounted to EUR 239bn

at year-end, showing a decrease of EUR 63bn
compared to the previous year-end. The partial
demerger decreased total assets approximately EUR
26bn.

Cash and balances with central banks decreased to
29bn (33).

Loans to central banks and credit institutions
decreased to EUR 27bn (32).

Loansto the public decreased tEUR 65bn (101).
Volumes of reverse repurchase agreements
decreased EUR 13bn, and the impact of the
demerger was approximately EUR 24bn. Excluding
reverse repurchase agreements and the demerger,
loans to the public was stable.

Mainly due to the partial demerger, mortgage
lending decreased 75% and totalled EUR 7bn (29).
Corporate lending decreased 25% compared to the
previous year totalling EUR 48bn (63). Excluding
repurchase agreements, the decrease was 9%.
Consumer lending to households was slightly higher
than in the previous year and amounted to EUR
9bn.

Interest-bearing securities and financial
instruments pledged as collateral decreased to EUR
32bn (35).

Positive market values ofrivatives decreased
EUR 12bn to EUR 69bn (81) due to increased
central counterparty clearing and increase in @ster
rates.

Other assets decreased approximately EUR 2bn.
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Liabilities
Total liabilities amounted to EUR 227bn (289),
showing a decrease of EUR 62bn.

Deposits by credit institutions and central banks
decreased EUR 14bn to EUR 64bn (78).

Deposits and borrowings from the public decreased
EUR 7bn to EUR 55bn (62). Volumes of repurchase
agreements decreased EUR 5bn. Excluding
repurchase agreements, deposits decreased 1bn.

Debt securitiesin issue decreased to EUR 19bn

(43). After the demerger covered bonds were issued
by Nordea Mortgage Bank. Other issued securities
mainly comprised short-term debt instruments with
a maturity less than one year.

Negative market values dérivatives decreased
EUR 13bn to EUR 71bn (84).

Other liabilities were approximately EUR 3bn
lower compared to the previous year-end.

Equity

Shareholders’ equity amounted to EUR 12,296m at
the beginning of 2016. EUR 780m was paid as
dividend to Nordea Bank AB (publ). The partial
demerger decreased equity EUR 1,052m. Net profit
for the year was EUR 962m. At the end of 2016
total equity amounted to EUR 11,410m.

Appropriation of distributable funds

The parent company'’s distributable funds on 31
December 2016 were 7,687m of which the profit for
the year is EUR 851m. It is proposed that the profi
for the year will be transferred to retained eaggin

Off-balance sheet commitments

The bank’s business operations include a
considerable proportion of off-balance sheet items,
such as guarantees, documentary credits and credit
commitments. Credit commitments and unutilised
credit lines amounted to EUR 15.0bn (13.6), while
guarantees and granted but not utilised documentary
credits as well as other off-balance sheet
commitments, excluding the nominal values of
derivative contracts, totalled EUR 27.6bn (12.8).
The increase is mainly due to the guarantee given
by NBF in favour of the holders of Nordea
Mortgage Bank’s covered bonds.

The nominal values of derivatives decreased to
EUR 7,448bn (7,620).

Capital adequacy

At year-end, the Group'’s total capital ratio was
23.5% (20.3) and the Tier 1 ratio 23.4% (20.2)kRis
exposure amount totalled EUR 46bn (58).



Risk, Liquidity and Capital management

Management of risk, liquidity and capital is a leiccess factor in the financial services industry.

Maintaining risk awareness in the organisation is
ingrained in the business strategies. Nordea has
defined clear risk, liquidity and capital managemen
frameworks, including policies and instructions for
different risk types, capital adequacy and capital
structure.

Management principles and control

Board of Directors and Board Risk Committee
The Board of Directors has the ultimate
responsibility for limiting and monitoring the
Group’s risk exposure as well as for setting the
targets for the capital ratios. Risk is measuretl an
reported according to common principles and
policies approved by the Board of Directors, which
also decides on Group Directives for credit risk,
counterparty credit risk, market risk, liquidityski
business risk, life insurance risk, operationd,ris
model risk, compliance risk as well as the Internal
Capital Adequacy Assessment Process (ICAAP)
and the Internal Liquidity Adequacy Assessment
Process (ILAAP).

In the credit instructions, the Board of Directors
decides on powers-to-act for major credit
committees at different levels within the Business
Areas These authorisations vary for different
decision-making levels, mainly in terms of the size
of limits but also depending on the internal risk
categorisation of customers. The Board of Directors
furthermore decides on the limits for market and
liquidity risk in the Group.

The Board Risk Committee (BRIC) assists the
Board of Directors in fulfilling its oversight
responsibilities concerning management and control
of risk, risk frameworks as well as controls and
processes associated with the Nordea’s operations.

Responsibility of CEO and GEM

The Chief Executive Officer (CEO) has the overall
responsibility for developing and maintaining
effective risk, liquidity and capital management
principles and control of Nordea.

The CEO and Group Executive Management
(GEM) regularly review reports on risk exposure
and have established a number of committees for
risk, liquidity and capital management.

e The Asset and Liability Committee (ALCO),
chaired by the Chief Operating Officer (COQ),
prepares issues of major importance concerning
the Group’s financial operations and balance
sheet risks either for decision by the CEO in
GEM or for recommendation by the CEO in
GEM and for decision by the Group Board.

« Financial Management Committee (FMC) has
been established next to ALCO and Risk
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Committee. FMC governs performance
management and financial reporting related
issues (e.g. Group Valuation Committee).

* The Risk Committee, chaired by the Chief Risk
Officer (CRO), oversees the management and
control of the Group’s risks on aggregate level
and evaluates the sufficiency of the risk
frameworks, controls and processes associated
with these risks. Furthermore, the Risk
Committee decides, within the scope of
resolutions adopted by the Board of Directors,
on the allocation of credit risk limits, market
risk limits as well as the liquidity risk limits to
the risk taking units. The heads of the units
allocate the respective limits within the unit and
may introduce more detailed limits and other
risk-mitigating techniques such as stop-loss
rules. The Risk Committee has established sub-
committees for its work and decision-making
within specific risk areas.

» The Group Executive Management Credit
Committee is chaired by the CEO. As of
January 2017, the Executive Credit Committee
is chaired by the Head of Group Credit Risk
Management (GCRM), while the Group Credit
Committee Commercial and Business Banking
and the Group Credit Committee Wholesale
Banking are chaired by the Chief Credit Officer
(CCO). These credit committees approve major
internal credit risk limits constituting the
maximum credit risk appetite on the customer
in question. Individual credit decisions within
approved internal credit risk limits are taken
within the customer responsible units (CRUS).
Internal credit risk limits are granted as
individual limits for customers or consolidated
customer groups as well as industry limits for
certain defined industries.

Governance of Risk Management and
Compliance

Group Risk Management & Control and Group
Compliance are the 2nd line of defence. The flow of
risk related information from the Business Areas
and the Group Functions to the Board of Directors
passes through Risk Committee and Board Risk
Committee (BRIC). Reporting from Group
Compliance is presented directly to the Board of
Directors as well as discussed in the Board Audit
Committee (BAC).

As of January 2017, Group Risk Management &
Control is organised in the following divisions
covering all risk types except compliance risk:
Group Credit Risk & Control, Group Market and
Counterparty Credit Risk, Group Operational Risk,



Balance Sheet Risk Controls, Chief Operational
Officer Function, and CRO Office, The flow of
information starts with the divisions that monitor
and analyse information on the respective risk type
The risks are presented and discussed in the Risk
Committee and sub committees. Information on risk
is then brought to BRIC, where risk issues aredpein
discussed and prepared before presented to the
Board of Directors.

The other second line function, Group Compliance,
consists of central units as well as business area
specific divisions, facilitating and overseeing the
effectiveness and integrity of the Group’s
compliance risk management. Group Compliance
adds value to the Group and its stakeholders by
providing an independent view on compliance with
applicable rules and regulations, based to a great
extent on conducted monitoring activities.
Furthermore, Group Compliance advises and
supports the 1st line of defence on ways to
effectively and efficiently manage compliance
obligations.

Risk appetite

Risk appetite within Nordea is defined as the level
and nature of risk that the bank is willing to take
order to pursue the articulated strategy on bedfalf
shareholders, and is defined by constraints
reflecting the views of shareholders, debt holders,
regulators and other stakeholders.

The Board of Directors is ultimately responsible fo
the Group's overall risk appetite and for deciding
principles for how risk appetite should be managed.
The Board Risk Committee assists the Board of
Directors in fulfilling these responsibilities by
reviewing the development of the risk profile in
relation to risk appetite and making
recommendations for changes to Nordea’s risk
appetite.

Nordea'’s risk appetite framework is based on
explicit topdown risk appetite statements covering
all key risks faced by Nordea. These statements,
approved by the Board of Directors, collectively
define the boundaries for Nordea'’s risk-taking
activities help identify areas with scope for
additional risk-taking. and set the basis for k& r
reporting structure. Moreover, the framework
supports management decision processes such as
planning and target setting. This is achieved tghou
a limit scale with three levels:

* Green: Risk level is well within the defined risk
appetite

« Amber: A threshold set as a trigger level for
further monitoring, investigation, or analysis

¢ Red: The limit of the bank’s risk appetite.

The starting point for defining Nordea'’s Risk

Appetite is the available own funds and overall
business strategy. The Risk Appetite framework
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considers key risks relevant to Nordea’s business
activities and is at an aggregate level represanted
terms of credit risk, market risk, liquidity risk,
operational risk, solvency and compliance/non-
negotiable risks. The Risk Appetite framework is
further presented in the Capital and Risk
Management Report.

Monitoring and reporting

The “Policy for Internal Control in the Nordea
Group” states the components of the internal contro
framework as: Control environment, risk
assessment, control activities, information and
communication, and monitoring (including
reporting of finding and deficiencies). It creatks
necessary preconditions for the whole organisation
to contribute to the effectiveness and the high
quality of internal control. It is based on clear
definitions, assignments of roles and
responsibilities, common tools and procedures and
is expressed in a common language.

Management of risks includes all activities aiming

at identifying, measuring, assessing, monitoring an
controlling risks as well as measures to limit and
mitigate the consequences of the risks. Management
of risk is proactive, emphasising training and risk
awareness. Nordea maintains a high standard of risk
management by means of applying available
techniques and methodology to its needs. In oer t
support all employees in managing risks, Nordea
has gathered relevant e-learnings, policies and
guidelines internally defined as Licence to work.
Licence to Work is a set of stepwise requirements
for learning about risk and compliance and shall be
renewed every year.

The control environment is, among other things,
based on the principles for segregation of duties a
independence. Monitoring and reporting of risk is
conducted on a daily basis for market risk
counterparty credit risk, liquidity risk and on a
monthly and quarterly basis for credit risk,
operational risk, IT risk and overall capital
adequacy. Detailed risk information, covering all
risks as well as capital adequacy is regularly
reported to the Risk Committee, GEM and the
Board of Directors. In addition to this Nordea’'s
compliance with regulatory requirements is reported
to GEM and Board of Directors. The Board of
Directors and CEO in each legal entity regularly
receives local risk reporting.

Disclosure requirements of the CRR — Capital
and Risk Management Report 2016

Additional information on risk and capital
management is presented in the Capital and Risk
Management Report 2016, in accordance with the
Capital Requirements Regulation (CRR), which is
based on the Basel Il framework issued by the
Basel Committee on Banking Supervision. The
report is available at www.nordea.com.
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Risk management

Credit Risk management

Credit Risk Management in 1st line of defence is
responsible for the credit process framework and
Group Risk Management and Control (2nd line of
defence) is responsible for the credit risk
management framework, consisting of policies,
instructions and guidelines for the Group. Group
Risk Management and Control is also responsible
for controlling and monitoring the quality of the
credit portfolio and the credit process. Each
division/unit is primarily responsible for managing
the credit risks in its operations within the
applicable framework and limits, including
identification, control and reporting.

Within the powers to act granted by the Board of
Directors, internal credit risk limits are approvad
decision-making authorities on different levels in
the organisation constituting the maximum risk
appetite on the customer in question. Individual
credit decisions within the approved internal credi
risk limit are taken within the customer responsibl
unit (CRU). The risk categorization of the customer
and the exposure decide the level at which the
decision will be made. Responsibility for a credit
exposure lies with the relevant customer respoasibl
unit. Customers are risk categorized by a rating or
score in accordance with the Nordea’s rating and
scoring guidelines. From 1.1.2017 representatives
from 1st line of defence credit organisation
independently approve the rating.

Credit Committee Structure

Credit risk definition and identification

Credit risk is defined as the potential for losg do
failure of a borrower(s) to meet its obligations to
clear a debt in accordance with agreed terms and
conditions. The potential for loss is lowered by
credit risk mitigation techniques. It stems mainly
from various forms of lending, but also from issued
guarantees and documentary credits. Credit risk
includes counterparty credit risk, transfer risklan
settlement risk. Credits granted within Nordealshal
conform to a common framework. For monitoring
the distribution of a portfolio, improving the risk
management and defining a common strategy
towards specific industries there are specific
industry credit principles and policies in place
establishing requirements and caps.

Credit risk mitigation

Credit risk mitigation is an inherent part of the
credit decision process. In every credit decisiot a
review, the valuation of collaterals is consideasd
well as the adequacy of covenants and other risk
mitigations. Pledging of collateral is the maindite
risk mitigation technique. In corporate exposures,
the main collateral types are real estate mortgages
floating charges and leasing objects. Collateral
coverage is higher for exposures to financially
weaker customers than for those who are financially
strong. Limit decisions are taken independent from
collateral coverage.

Board of Directors / Board Risk Committee

Group Executive Management Credit Committee / Executive Credit Committee

) Commercial Shipping,
P""’ﬂ_tE Personal & Business Leverage Buyout Credit Committee Corporate Int. Banks Offshore
Banking Banking Bankin & Invest. & 4 ol Financial
Global Nordic ot J Banking  Countries and Oi Inst. Russia
Credit Credit Crediltv Real Estate Management Industry Credit Credit SE:':;:;S Group
Committee Committee Committees Credit Committee Committee  Committee Committee

Personal Banking and Private Banking Country Credit Committees
Local Credit Committees Commercial & Business Banking

Local Credit Committees Wholesale Banking

Four-eyes principle

Personal powers to act
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Regarding large exposures, syndication of loans is
the primary tool for managing concentration risk,
while credit risk mitigation by the use of credit
default swaps is applied to a limited extent.
Covenants in credit agreements are an important
complement to both secured and unsecured
exposures. Most exposures of substantial size and
complexity include appropriate covenants. Financial
covenants are designed to react to early warning
signs and are carefully monitored.

Individual and collective assessment of
impairment

Throughout the process of identifying and
mitigating credit impairments, Nordea continuously
reviews the quality of the credit exposures. Weak
and impaired exposures are closely and
continuously monitored and reviewed at least on a
quarterly basis in terms of current performance,
business outlook, future debt service capacity and
the possible need for provisions.

A provision is recognised if there is objective
evidence based on loss events and observable data
that the customer’s future cash flow is weakened to
the extent that full repayment is unlikely, pledged
collateral included. Exposures with individual
provisions are considered as impaired. The size of
the provision is equal to the estimated loss b#ieg
difference between the book value of the
outstanding exposure and the discounted value of
the future cash flow, including the value of pledge
collateral. Impaired exposures can be either
servicing or non-servicing. Exposures that have
been past due more than 90 days are by definition
regarded as defaulted and non-servicing, and
reported as impaired or not impaired depending on
the deemed loss potential.

Forbearance is negotiated terms or restructurirg du
to the borrower experiencing or about to experience
financial difficulties.

Credit risk exposure and loans

The intention with granting forbearance for a

limited period of time is to ensure full repaymeit
the outstanding debt. Examples of negotiated terms
are changes in amortization profile, repayment
schedule, customer margin as well as ease of
financial covenants. Forbearance is undertaken on a
selective and individual basis and followed by
impairment testing. Loan loss provisions are
recognized if necessary. Forborne rated customers
without impairment charges are fully covered by
either collateral and/or the net present value of
future cash flows.

In addition to individual impairment testing of all
individually significant customers, collective
impairment testing is performed for groups of
customers that have not been found to be impaired
on individual level. The purpose of collective loan
loss reserves is to account for value reductions in
the performing credit portfolio due to loss events
that have occurred. Nordea’s model for collective
provisions uses a statistical model as a basddmne
assessing the amount of provisions needed for the
parts of Nordea'’s portfolios that are not individya
assessed. The Collective provisioning model is
based on migration of rated and scored customers in
the credit portfolio. The assessment of collective
impairment is built on an incurred loss concept,
where the credit quality of each exposure is rdlate
to its initial credit quality. If the credit quajithas
deteriorated, collective provisions correspondimg t
a true and fair assessment of the expected loss is
calculated by the model. Moreover, defaulted
customers without individual provisions are also
collectively assessed. The output of the model is
complemented with an expert based analysis
process to ensure adequate provisioning. The model
is executed quarterly and the output is a resudt of
bottom-up calculation from sub-exposure level,
taking the latest portfolio development into acdoun

(excluding cash and balances at central banksettidreent risk exposure)

Group Parent company

EURmM 31 Dec 2016 31 Dec 2015 31 Dec 2016 31 Dec 2015
Loans to central banks and credit institutions 26,83 32,417 31,856 38,636
Loans to the public 64,611 101,447 56,754 94,063
- of which corporate 47,687 63,179 42,913 58,818
- of which household 15,844 36,998 12,761 33,975
- of which public sector 1,080 1,270 1,080 1,270
Total loans 91,254 133,864 88,610 132,699
Off-balance credit exposure 42,459 26,025 39,558 23,344
Counterparty risk exposure 27,648 29,561 27,648 29,561
Interest-bearing securities 31,507 34,770 31,507 34,770
Total credit risk exposure in the banking operatiors 192,868 224,220 187,323 220,374
! Also includes interest-bearing securities pledged as collateral in repurchase agreements
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Collective impairment is assessed quarterly foheac
legal unit. The rationale for this two-step procedu
with both individual and collective assessmenbis t
ensure that all incurred losses are accountedpfor u
to and including each balance sheet day.

Further information on credit risk is presented in
Note 43 to the financial statements.

Credit portfolio

Credit risk is measured, monitored and segmented
in different ways. On-balance lending constitutes
the major part of the credit portfolio and the lsasi
for impaired loans and loan losses. Credit risk in
lending is measured and presented as the principal
amount of on-balance sheet claims, i.e. loans to
central banks and credit institutions, loans to the
public and off-balance sheet potential claims on
customers and counterparts, net after allowances.
Credit risk exposure also includes the risk related
derivative contracts and securities financing.

NBF's total lending decreased to EUR 65bn (101)
during 2016. It is attributable to decrease of 26%
the corporate portfolio and a decrease of 57%aén th
household portfolio. Part of the corporate portfoli

is guaranteed by NBF’'s parent company Nordea
Bank AB (publ). Including off-balance sheet
exposures, the total credit risk exposure at yedr-e
was EUR 193bn (224). Out of lending to the public,
corporate customers accounted for 74% (62) and
household customers 25% (36). Loans to credit
institutions mainly in the form of inter-bank
deposits, decreased to EUR 27bn (32) at the end of
2016.

Rating distribution, IRB Corporate
customers

6+6 6-5+5 5-4+4 4-3+3 3-2+2 2-1+1 1-
Rating

16,0% -
14,0% -
12,0% -
10,0%
8,0% -
6,0% -
4,0% -
2,0% -
0,0%

EAD (%)
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Loans to corporate customers

Loans to corporate customers at the end of 2016
amounted to EUR 48bn (63), down 32%. Real
estate remains the largest sector in NBF's lending
portfolio at EUR 6.0bn (8.1). The real estate
portfolio predominantly consists of relatively larg
and financially strong companies.

Loans to household customers

In 2016 lending to household customers decreased
57% to EUR 16bn (37). Mortgage loans decreased
75% to EUR 7bn while consumer loans increased
slightly to EUR 8.5bn. The proportion of mortgage
loans of total household loans decreased to 46%
(78).

Geographical distribution

Lending to the public distributed by borrower
domicile shows that the Nordic market accounts for
90% (60). USA and Asia countries represent the
main part of the lending outside the Nordic and
Baltic countries.

Rating and scoring distribution

One way of assessing credit quality is through an
analysis of the distribution across rating grades f
rated corporate customers and institutions asagell
across risk grades for scored household and small
business customers, i.e. retail exposures. About
85% (87) of the corporate exposure is rated 4- or
higher and the portion of institutional exposure
rated 5- or higher is 91% (93). About 84% (83) of
the retail exposures are scored C- or higher.

Rating grade distribution, IRB retail
customers
12,0% -

10,0% -
8,0% -
6,0% -
4,0% -

EAD (%)

2,0% -

0,0% -
A+A A-B+B B-C+C C-D+D D-E+E E-F+ F F-

Risk grade
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Loans to the public and to credit institutions, bycountry and industry

Group

31 Dec 2016, EURm Finland Baltic Total 2016 Total 2015
Energy (oil, gas etc.) 82 4 85 3
Metals and mining materials 187 14 200 192
Paper and forest materials 804 28 832 778
Other materials (building materials etc.) 1,455 174 1,629 1,576
Industrial capital goods 759 15 774 770
Industrial commercial services etc. 1,267 196 1,463 1,527
Construction and engineering 779 73 851 767
Shipping and offshore 2,923 0 2,923 3,265
Transportation 960 342 1,302 1,149
Consumer durables (cars, appliances etc.) 358 17 375 384
Media and leisure 497 23 520 553
Retail trade 1,839 270 2,109 2,011
Consumer staples (food, agriculture, etc.) 1,042 264 1,306 1,332
Health care and pharmaceuticals 312 16 328 358
Financial institutions 1,511 7 1,518 981
Real estate 5,952 21 5,972 8,062
IT software, hardware and services 345 14 359 325
Telecommunication equipment 56 7 63 64
Telecommunication operators 339 342 545
Utilities (distribution and productions) 1,315 1,324 1,808
Other, public and organisations 1,300 56 1,356 1,851
Total excl. reverse repurchase agreements 24,083 1,552 25,635 28,301
Reverse repurchase agreements 22,052 - 22,052 34,878
Total corporate loans 46,135 1,552 47,687 63,179
Household mortgage loans 7,333 - 7,333 28,906
Household consumer loans 8,320 191 8,511 8,092
Public sector 1,080 - 1,080 1,270
Total loans to the public 62,868 1,743 64,611 101,447
Loans to central banks and credit institutions 28,6 - 26,643 32,417
Total loans 89,511 1,743 91,254 133,864
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Loans to the public and to credit institutions, bycountry and industry

Parent company

31 Dec 2016, EURm Finland Baltic Total 2016 Total 2015
Energy (oil, gas etc.) 80 80 1
Metals and mining materials 121 121 132
Paper and forest materials 529 529 511
Other materials (building materials etc.) 1,027 1,027 1,172
Industrial capital goods 609 609 627
Industrial commercial services etc. 956 956 1,030
Construction and engineering 523 523 506
Shipping and offshore 2,921 2,921 3,264
Transportation 345 345 323
Consumer durables (cars, appliances etc.) 305 305 319
Media and leisure 422 422 457
Retail trade 1,544 1,544 1,549
Consumer staples (food, agriculture, etc.) 804 804 874
Health care and pharmaceuticals 240 240 270
Financial institutions 1,498 1,498 962
Real estate 5,931 5,931 8,020
IT software, hardware and services 198 198 197
Telecommunication equipment 54 54 60
Telecommunication operators 337 337 540
Utilities (distribution and productions) 1,265 1,265 1,746
Other, public and organisations 1,151 1,151 1,379
Total excl. reverse repurchase agreements 20,860 - 20,860 23,940
Reverse repurchase agreements 22,052 22,052 34,878
Total corporate loans 42,913 - 42,913 58,818
Household mortgage loans 7,333 7,333 28,906
Household consumer loans 5,428 5,428 5,069
Public sector 1,080 1,080 1,270
Total loans to the public 56,754 - 56,754 94,063
Loans to central banks and credit institutions 31,856 31,856 38,636
Total loans 88,610 - 88,610 132,699
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Impaired loans

Impaired loans gross decreased 12% to EUR
1,320m from EUR 1,501m, corresponding to 144bp
(112) of total loans. 35% (43) of impaired loans
gross are servicing and 65% (57) are non-servicing.
Impaired loans net, after allowances for individial
assessed impaired loans, amounted to EUR 848m
(978), corresponding to 79bp (73). Allowances for
individually assessed loans increased to EUR 472m
from EUR 523m. Allowances for collectively
assessed loans increased to EUR 122m from EUR
104m. The provisioning ratio was 45% (42). The
industry with the largest increase in impaired ban
was Other materials (building materials).

Past due loans (6 days or more) to corporate
customers that are not considered impaired
increased to EUR 297m (245). The volume of past
due loans to household customers decreased to EUR
288m (565) in 2016.

Net loan losses

Net loan losses decreased to EUR 57m (92) in 2016.
This corresponded to a loan loss ratio of 9bp (9).
EUR 33m (50) relates to corporate customers and
EUR 24m (42) relates to household customers. main
losses were in the corporate sector Shipping and
Offshore.

Impaired loans and ratios'

Group Parent company
EURmM 2016 2015 2016 2015
Impaired loans
gross 1,320 1,501 1,090 1,330
- of which serving 459 646 419 619
- of which non-
serving 861 855 671 711
Impaired loans
ratio, basis poinfs 144 112 122 100
Total allowance
ratio, basis points 65 47 56 40
Provisioning ratio,
%3 45 42 46 40

: Excluding off-balance sheet items
2 Total allowances in relation to total loans before allowances
3 Total allowances in relation to impaired loans
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Counterparty credit risk

Counterparty credit risk is the risk that Nordea’s
counterpart in a FX, interest, commodity, equity or
credit derivative contract defaults prior to mattyri

of the contract and that Nordea at that time has a
claim on the counterpart. Counterparty credit risk
can also exist in repurchasing agreements and other
securities financing transactions. The exposure at
the end of 2016 was EUR 27.6bn (29.6), of which
the current exposure net (after close-out and
collateral reduction) represents EUR 13.3bn. 48% of
the exposure and 34% of the current exposure net
was towards financial institutions.

For information about financial instruments subject
to master netting agreement, see Note 39.

Market risk

Market risk is defined as the risk of loss in Nade
holdings and transactions as a result of changes in
market rates and parameters that affect the market
value, for example, changes in interest rates,jtcred
spreads, FX rates, equity prices, commodity prices
and option volatilities.

Nordea Markets, Group Treasury and Asset and
Liability Management (TALM) are the key
contributors to market risk in the Nordea Group.
Nordea Markets is responsible for the customer-
driven trading activities; Group TALM is
responsible for funding activities and investments
for Nordea’'s own account, asset and liability
management, liquidity portfolios and
pledge/collateral account portfolios. For all other
banking activities, market risks are managed by
Group TALM.

Net loan losses and loan loss ratios

Group Parent company
Basis points of loans 2016 2015 2016 2015
Net loan losses, EURmM 57 92 41 42
Loan loss ratib 9 9 7 4
- of which individual 3 9 1 7
- of which collective 6 0 6 -3
! Net loan losses divided by the closing balance of loans to the public
16



Impaired loans gross and allowances by country anishdustry (to the public and to credit institutions)

Group

Provisioning
31 Dec 2016, EURmM Finland Baltic Total Allowances ratio
Energy (oil, gas etc) 1 1 3
Metals and mining materials 30 30 23 77%
Paper and forest materials 1 1 1 68%
Other materials (building materials etc.) 162 162 80 50%
Industrial capital goods 16 16 16
Industrial commercial services etc. 98 98 72 73%
Construction and engineering 23 23 20 91%
Shipping and offshore 70 70 48 69%
Transportation 11 11 7 62%
Consumer durables (cars, appliances etc.) 14 14 10 72%
Media and leisure 20 20 14 71%
Retail trade 80 80 57 71%
Consumer staples (food, agriculture etc.) 56 56 26 46%
Health care and pharmaceuticals 6 6 3 50%
Financial institutions 27 27 23 84%
Real estate 56 56 27 49%
IT software, hardware and services 36 36 28 78%
Telecommunication equipment 1 1 1 79%
Telecommunication operators 11 11 4 31%
Utilities (distribution and productions) 1 1 0 51%
Other, public and organisations 2 15 17 30
Total corporate impaired loans 722 15 737 493 67%
Household mortgage loans 278 278 13 5%
Household consumer loans 296 296 88 30%
Public sector 0 0
Credit institutions 9 9
Total impaired loans gross 1,305 15 1,320
Total allowances 582 12 594
Provisioning ratio 45% 82% 45%
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Impaired loans gross and allowances by country anishdustry (to the public and to credit institutions)

Parent company

Provisioning
31 Dec 2016, EURm Finland Baltic Total Allowances ratio
Energy (oil, gas etc.) 1 1 3
Metals and mining materials 28 28 23 82%
Paper and forest materials 1 1 0 41%
Other materials (building materials etc.) 126 126 76 60%
Industrial capital goods 14 14 16
Industrial commercial services etc. 94 94 71 75%
Construction and engineering 20 20 19 97%
Shipping and offshore 70 70 48 69%
Transportation 6 6 4 56%
Consumer durables (cars, appliances etc.) 12 12 9 74%
Media and leisure 17 17 12 72%
Retail trade 75 75 55 73%
Consumer staples (food, agriculture etc.) 49 49 24 48%
Health care and pharmaceuticals 4 4 2 53%
Financial institutions 27 27 23 84%
Real estate 55 55 27 49%
IT software, hardware and services 36 36 28 78%
Telecommunication equipment 1 1 1 79%
Telecommunication operators 11 11 4 31%
Utilities (distribution and productions) 1 1 0 51%
Other, public and organisations 0 0 10
Total corporate impaired loans 649 - 649 454 70%
Household mortgage loans 278 278 13 5%
Household consumer loans 154 154 35 23%
Public sector - - -
Credit institutions 9 9 0
Total impaired loans gross 1,090 - 1,090
Total allowances 502 502
Provisioning ratio 46% 46%
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Measurement of market risk

Nordea calculates value-at-risk (VaR) using
historical simulation. The current portfolio is
revaluated using the daily changes in market prices
and parameters observed during the last 500 trading
days, thus generating a distribution of 499 returns
based on empirical data. From this distributioe, th
expected shortfall method is used to calculate a
VaR figure, meaning that the VaR figure is based
on the average of the worst outcomes from the
distribution. The one-day VaR figure is
subsequently scaled to a 10-day figure. The 10-day
VaR figure is used to limit and measure market risk
both in the trading book and in the banking book.

Separate VaR figures are calculated for interest
rate, credit spread, foreign exchange rate andyequi
risks. The total VaR includes all these risk
categories and allows for diversification among
them. The VaR figures include both linear positions
and options. The model has been calibrated to
generate a 99% VaR figure. This means that the 10-
day VaR figure can be interpreted as the loss that
will be exceeded in one out of a hundred 10-day
trading periods.

It is important to note that while every effort is
made to make the VaR model as realistic as
possible, all VaR models are based on assumptions
and approximations that have significant effect on
the risk figures produced. While historical
simulation has the advantage of not being
dependent on a specific assumption regarding the
distribution of returns, it should be noted tha th
historical observations of the market variables tha
are used as input may not give an adequate
description of the behaviour of these variables in
the future. The choice of the time period used is
also important. While using a longer time period

Market risk figures for the trading book, VaR*

may enhance the model’s predictive properties and
lead to reduced cyclicality, using a shorter time
period increases the model’s responsiveness to
sudden changes in the volatility of financial

markets. Nordea’s choice to use the last 500 days o
historical data has thus been made with the aim to
strike a balance between the pros and cons of using
longer or shorter time series in the calculation of
VaR.

Market risk analysis

Market risk for the trading book as measured by
total VaR was EUR 21m (33) at the end of 2016.
The main contributor to total VaR were equity risk
and interest rate risk which were EUR 13m (7) and
EUR 12m (32) respectively.

The fair value of investments in private equity
funds reported as fair value option was EUR Om (2)
at the end of 2016.

Foreign exchange rate positions in FX VaR

Group

EURmM 2016 2015
DKK -766 714
SEK 124 -1
usD 58 78
NOK 38 -10
BRL -29 -28
Other 4

* The disclosed FX positions relate to positions in financial instruments

in the banking book and trading book. Financial derivatives are included
with their delta equivalent. Structural FX risk e.g. related to investments
in subsidiaries and associated companies or related to earnings and cost
streams denominated in foreign currencies, are not included.

2 Aggregate net position for foreign exchange positions with an individual
absolute value below EUR 21m

Group

EURmM Measure 31 Dec 201€ 2016 high 2016 low 2016 average 31 Dec 2015
Total Risk VaR 20.6 57.2 13.6 29.3 33.0

- Interest Rate Risk VaR 11.7 51.0 9.5 25.5 324

- Equity Risk VaR 13.4 18.1 2.0 5.4 7.0

- Credit Spread Risk VaR 6.2 12.5 3.2 6.6 5.6

- Foreign Exchange Risk VaR 5.3 13.3 4.5 7.6 5.2
Diversification effect VaR 44% 55% 18% 36% 34%

* For a description of Nordea's VaR model, see “Measurement of market risk”
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Structural Interest Income Risk (SIIR)

SIIR is the amount by which Nordea’s accumulated
net interest income would change during the next 12
months if all interest rates were to change by one
percentage point.

SIIR reflects the mismatches in the balance sheet
items and the off-balance sheet items when the
interest rate repricing periods, volumes or refeeen
rates of assets, liabilities and derivatives do not
correspond exactly.

Nordea’s SIIR management is based on policy
statements resulting in different SIIR measures and
organisational procedures.

Policy statements focus on optimising financial
structure, balanced risk taking and reliable egin
growth, identification of all significant sourcet o
SIIR, measurement under stressful market
conditions and adequate public information.

SIIR measurement methods

Nordea’s SIIR is measured through dynamic
simulations by calculating several net interest
income scenarios and comparing the difference
between these scenarios. Several interest rate
scenarios are applied, but the basic measures for
SIIR are the two scenarios (increasing rates and
decreasing rates) measuring the effect on Nordea’s
net interest income for a 12-month period of a one
percentage point increase, respectively decrease, i
all interest rates. The balance sheet is assumeel to
constant over time, however main elements of
customer behaviour and Nordea'’s decision-making
process concerning Nordea’s own rates are taken
into account.

SIIR analysis

At the end of 2016, SIIR for increasing rates was
EUR 276m (+48) and SIIR for decreasing market
rates was EUR -128m (+105).

Operational risk

Operational risk means the risk of direct or indire
loss, or damaged reputation, resulting from
inadequate or failed internal processes, or from
people, systems or external events. Regarding own
funds requirements for operational risk also covers
legal risk and compliance risk. Operational risk is
inherent in all activities within the organisation,
outsourced activities and in all interactions with
external parties.

The key principle for the management of
Operational risks is the three lines of defencea Th
1st line of defence is represented by the Business
Areas and Group Functions who are responsible for
their own daily risk management and for operating
their business within limits for risk exposure and
accordance with decided framework for internal
control and risk management at 1st line of defence.
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The control function Group Operational Risk
(GOR), part of Group Risk Management is, in the
2nd line of defence is responsible for developing
and maintaining the framework for managing
operational risks and for supporting, challenging
and controlling the line organisation in their
implementation of the framework. GOR establishes
and maintains adequate policies and procedures for
operational risk. The Nordea Operational Risk
Policy forms part of the risk management and
internal control framework and sets out the general
principles for operational risk management.
Management of operational risks is proactive,
emphasising training and risk awareness. Group
Internal Audit performs audits and provides
assurance to stakeholders on internal controls and
risk management processes in 3rd line of defence.

The key process for management of operational
risks is the annual Operational Risk Assessment
process. The process includes the risk and control
self-assessment (RCSA), scenario analysis and
Group level controls, and puts focus on both the
risks on a divisional and unit level threatenirg it
daily activities and the risks which could cause
extreme financial losses or other significant intpac
to Nordea as well as assessing and ensuring
fulfilment of requirements specified in Group
directives. The risks are identified both througp-t
down and through bottom-up analysis of results
obtained from control questions as well as existing
information from processes, such as incident
reporting, scenario analysis, quality and risk
analyses as well as product approvals. Upon
identification of risks, the estimated impact akri
materialisation is assessed and mitigating actions
are identified. The timing of this process is
synchronised with the annual planning process to be
able to ensure adequate input to the Group’s dveral
prioritisations.

The reporting of the outcomes is done to Group
Risk Management (GRM), Group Executive
Management (GEM) and the Board of Directors
(BOD) or relevant Board committee.

Compliance risk

Nordea defines compliance risk as the risk totéail
comply with laws, regulations, rules and prescribed
practises and ethical standards, governing Nordea’s
activities in any jurisdiction, which could resiit
material financial or reputational loss to the Grpu
regulatory remarks or sanctions.

The key principle for the management of
Compliance risk is the three lines of defence. The
1st line of defence represented by the Business
Areas and Group Functions are risk owners, and are
responsible for their own daily risk management

and control of compliance risks. Management on all
levels are responsible for operating their business
within defined limits for risk exposure and in
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accordance with decided directives, instructiorgs an
risk management processes, and for implementing
and executing Group level and Business Area level
instructions and guidelines.

Group Compliance is a 2nd line of defence risk
control function in the Group, coordinating,
facilitating and overseeing the effectiveness and
integrity of the Group’s compliance risk
management. Group Compliance provides an
independent view on compliance to relevant rules
and regulations, through monitoring and other
activities. Furthermore, Group Compliance also
advises and supports first line on ways to effetyiv
and efficiently handle compliance obligations.
Group Internal Audit performs audits and provides
assurance to stakeholders on internal controls and
risk management processes in the 3rd line of
defence.

In April 2016 the CEO initiated an internal
investigation 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 offshore
structures in Nordea Bank S.A. in Luxembourg
(NBSA) as well as Nordic Private Banking. The
investigation did not find evidence that employees
have initiated the establishment of offshore
structures, nor that they have proactively
contributed to customers’ potential tax evasiore Th
investigation however found that many of the
reviewed KYC files fall clearly below the standards
set forth in the Group’s policy. This is mainly
related to the so-called enhanced due diligence
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(EDD) required for high-risk customers. A number
of initiatives have been initiated to address the
deficiencies.

The bank established a Financial Crime Change
Programme in 2015 with the goal of ensuring robust
group wide frameworks, policies, standards and
processes. The Group has invested in a significant
increase in resources to improve its financial erim
risk management capability since then and is
making good progress in progressively embedding
the revised approach.

The Business Ethics and Values Committee were
established at the end of 2015 to oversee that
Nordea runs its business in a responsible manner
and in line with our values and ethical standalmls.
order to strengthen the corporate culture witha th
Group, a culture transformation programme has
been initiated in Q3 2016 involving all the
employees of the Group.

The supervisory authorities have during 2016
conducted ongoing investigations with regards to
Nordea’s compliance in several areas, e.g.
investment advice, AML and governance and
control. The outcome of some investigations is
pending and it cannot be excluded that these
investigations could lead to criticism or sanctions

In addition to the Financial Crime Change
programme, the bank is investing more generally in
enhanced compliance standards, processes and
resources. Nordea has developed a revised
compliance operating model, accelerated
recruitment and introduced dedicated first line
compliance and operational risk support units.
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Liquidity management

Management principles and control

Group Treasury & ALM (TALM) is responsible for
pursuing Nordea'’s liquidity strategy, managing the
liquidity in Nordea and for compliance with the
group-wide limits set by the Board of Directors and
the Risk Committee. TALM, as the 1st line of
defence, develops the liquidity management and
risk frameworks, which consist of policies,
instructions and guidelines as well as defines the
principles for pricing liquidity risk. GMCCR, as an
independent 2nd line of defence, reviews the
policies and frameworks and executes control over
the liquidity management.

The Board of Directors defines the liquidity risk
appetite by setting limits for applied liquidityski
measures. The most central measure is Survival
horizon, which defines the risk appetite by setting
the minimum survival of three months under
institution-specific and market-wide stress scearsari
with limited mitigation actions.

Liquidity risk management

Liquidity risk is the risk of being able to meet
liquidity commitments only at increased cost or,
ultimately, being unable to meet obligations aythe
fall due. Nordea’s liquidity management and
strategy is based on policy statements resulting in
various liquidity risk measures, limits and
organisational procedures.

Policy statements stipulate that Nordea'’s liquidity
management reflects a conservative attitude towards
liquidity risk. Nordea strives to diversify the

Group’s sources of funding and seeks to establish
and maintain relationships with investors in oraer
ensure market access. A broad and diversified
funding structure is reflected by the strong presen
in the Group’s four domestic markets in the form of
a strong and stable retail customer base and a
variety of funding programmes. Funding
programmes are both short-term (US Commercial
Papers, European Commercial Papers, Commercial
Papers, Certificates of Deposits) and long-term
(Covered Bonds, European Medium Term Notes,
Medium Term Notes) and cover a range of
currencies.

Nordea'’s liquidity risk management includes stress
testing and a business continuity plan for liqyidit
management. Stress testing is defined as the
evaluation of potential effects on a bank’s liqtydi
situation under a set of exceptional but plausible
events. Stress testing framework also includes the
survival horizon metric, which represents a
combined liquidity risk scenario (idiosyncratic and
market-wide stress).
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Liquidity risk measurement methods

The liquidity risk management focuses on both
short-term liquidity risk and long-term structural
liquidity risk. In order to manage short-term fumgli
positions, Nordea measures the funding gap risk,
which expresses the expected maximum
accumulated need for raising liquidity in the caurs
of the next 30 days. Cash flows from both on
balance sheet and off-balance sheet items are
included. Funding gap risk is measured and limited
for each currency and as a total figure for all
currencies combined. The total figure for all
currencies combined is limited by the Board of
Directors.

To ensure funding in situations where Nordea is in
urgent need of cash and the normal funding sources
do not suffice, Nordea holds a liquidity buffer.erh
buffer minimum level is set by the Board of
Directors. The liquidity buffer consists of central
bank eligible high-grade liquid securities held by
Group Treasury & ALM that can be readily sold or
used as collateral in funding operations.

During 2011, the survival horizon metric was
introduced. It is conceptually similar to the Basel
and EU Liquidity Coverage Ratio. The metric is
composed of a liquidity buffer and funding gap risk
cash flows, and includes expected behavioural cash
flows from contingent liquidity drivers. Survival
horizon defines the short-term liquidity risk apfeet
of the Group and until March 2016 expressed the
excess liquidity after a 30-day period without asce
to market funding. In April 2016 the period was
prolonged to 90 days. The Board of Directors has
set a limit for minimum survival without access to
market funding during 90 days.

The structural liquidity risk of Nordea is measured
and limited by the Board of Directors through the
Net Balance of Stable Funding (NBSF), which is
defined as the difference between stable liakslitie
and stable assets. These liabilities primarily
comprise retail deposits, bank deposits and bonds
with a remaining term to maturity of more than 12
months as well as shareholders’ equity, while stabl
assets primarily comprise retail loans, other loans
with a remaining term to maturity longer than 12
months and committed facilities. The CEO in GEM
has set it as a target that the NBSF should be
positive, which means that stable assets must be
funded by stable liabilities.
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Liquidity risk analysis

The short-term liquidity risk remained at moderate
levels throughout 2016. The average funding gap
risk, i.e. the average expected need for raising
liquidity in the course of the next 30 days, wasfEU
+5.2bn (+6.5).

NBF’s liquidity buffer range was EUR13.0-21.7bn
(13.7-18.9) throughout 2016 with an average buffer
size of EUR 16.6bn (16.1). NBF's liquidity buffex i
highly liquid, consisting of only central bank

eligible securities held by Group Treasury & ALM.
Survival horizon was in the range EUR +0.2 —
10.7bn (+1.5 — 18.9) throughout 2016 with an
average of EUR 5.3bn (11.6). The aim of always
maintaining a positive NBSF was comfortably
achieved throughout 2016. The yearly average for
the NBSF was EUR 41.2bn (32.7). The Liquidity
Coverage Ratio (LCR) according to EBA Delegated
Act was 155% at the end of the year.

Summary of items included in own funds

Capital management

Nordea strives to be efficient in its use of cdpita
and therefore actively manages its balance sheet
with respect to assets, liabilities and risks. ghal

is to enhance returns to shareholders while
maintaining a prudent capital structure.

Capital governance

The Board of Directors decides ultimately on the
targets for capital ratios and the capital polity i
Nordea, while the CEO in GEM decides on the
overall framework of capital management. The
ability to meet targets and to maintain minimum
capital requirements is reviewed regularly within
the Asset and Liability Committee (ALCO) and the
Risk Committee.

The capital requirement and the capital base
described in this section follow the CRD rules and
not accounting standards, see Note 36 for details.

Group

31 Ded 31 Ded
EURmM 2016 2015
Calculation of own funds
Equity in the consolidated situation 11,397 12,296
Proposed/actual dividend -650 -780
Common Equity Tier 1 capital before regulatory atijuents 10,747 11,516
Deferred tax assets
Intangible assets -42 -44
IRB provisions shortfall (-) -111 -207
Deduction for investments in credit institution9%s)
Pension assets in excess of related liabilities -62 -72
Other items, net -329 -196
Total regulatory adjustments to Common Equity Tieapital -544 -518
Common Equity Tier 1 capital (net after deduction) 10,203 10,998
Additional Tier 1 capital before regulatory adjustms 550 550
Total regulatory adjustments to Additional Tierdpital
Additional Tier 1 capital 550 550
Tier 1 capital (net after deduction) 10,753 11,548
Tier 2 capital before regulatory adjustments 81 76
IRB provisions excess (+)/shortfall (-)
Deduction for investments in credit institution9%s)
Deductions for investments in insurance companies
Pension assets in excess of related liabilities
Other items, net
Total regulatory adjustments to Tier 2 capital - -
Tier 2 capital 81 76
Own funds (net after deduction} 10,834 11,624
" Including profit of the period
2 own funds adjusted for IRB provision, i.e. adjusted own funds equal EUR 10,945m by 31 Dec 2016
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Minimum capital requirements

Risk exposure amount (REA) is calculated in
accordance with the requirements in the CRD. NBF
had 70.7 % of its credit risk REA covered by
internal rating based (IRB) approaches by the énd o
2016. Nordea uses the advanced IRB approach for
corporate exposures in the Nordic region and the
retail IRB approach for the majority of the retail
exposures in Finland.

NBF is approved to use its own internal Value-at-
Risk (VaR) models to calculate capital requirements
for the major share of the market risk in the tngdi
book. For operational risk the standardised approac
is applied.

Internal capital requirement

Nordea bases its internal capital requirementsmunde
the Internal Capital Adequacy Assessment Process
(ICAAP) on risks defined by the CRD and risks
internally defined under Pillar 1l. The following
major risk types are included in the internal calpit
requirement: credit risk, market risk and operadlon
risk. Additionally, interest rate risk in the bangji
book, risk in Nordea’s sponsored defined benefit
pension plans, real estate risk and concentraistn r
are explicitly accounted for.

In addition to calculating risk capital for its v@us

risk types, Nordea conducts a comprehensive capital
adequacy stress test to analyse the effects ofes se
of global and local shock scenarios. The results of
the stress tests are considered, along with patenti
management interventions, in Nordea’s internal
capital requirements as buffers for economic stress
The internal capital requirement is a key component
of Nordea’s capital ratio target setting.

The ICAAP also describes Nordea's management,
mitigation and measurement of material risks and
assesses the adequacy of internal capital by dgfini
internal capital requirements reflecting the ri§k o
the institution. Regulatory buffers were introduced
with the implementation of CRD IV.

Economic Profit (EP)

Nordea uses EP as one of its financial performance
indicators. EP is calculated as risk-adjusted profi
less the cost of equity. The risk-adjusted prafi a

EP are measures to support performance
management and shareholder value creation. In
investment decisions and customer relationships, EP
drives and supports the operational decision-making
process in Nordea. The EP model also captures both
growth and return. EC and expected losses (EL) are
inputs in the EP framework.

Expected losses (EL)

EL reflects the normalised loss level of an
individual credit exposure over a business cycle as
well as various portfolios. During 2016 there were
no changes to the EL framework apart from the
regular update of parameters based on the latest
validations.

EL is a more stable measure than actual losses, but
it will vary with the business cycle as a conseaqaen
of shifts in the repayment capacity (PD dimension)
and collateral coverage (LGD dimension)
distributions.

Own funds

Own funds is the sum of Tier 1 and Tier 2 capital.
Tier 1 capital consists of both Common Equity Tier
1 (CET1) and Additional Tier 1 capital. CET1
capital is considered to be capital of the highest
quality with ultimate loss-absorbance charactessti
and consists predominately of paid in capital and
retained earnings. Profit may only be includedrafte
permission from the financial supervisory authority
and after deduction of proposed dividend.

Additional Tier 1 and Tier 2 capital consist mostly
of undated and dated subordinated loans,
respectively. Holdings of other financial sector
entities’ subordinated loans are deducted from the
corresponding tier.

Further information - Note 36 Capital adequacy
and the Capital and Risk Management Report
Further information on capital adequacy is
presented in Note 36 Capital adequacy. Additional
and more detailed information on risk and capital
management is presented in the Pillar IlI disclesur
in line with the requirements of the CRD in the
Basel Ill framework. The Pillar 11l disclosure is
publicly available atvww.nordea.com

Capital adequacy ratios Groug Parent compar

31 Dec 31 Dec 31 Dec 31 Dec

2016 2015 2016 2015

Excl. Basel | floor
CET1 capital ratio, % 24.8 24.8 26.2 26.3
Tier 1 capital ratio, % 26.1 26.0 27.7 27.6
Total capital ratio, % 26.3 26.2 27.9 27.8
Capital adeqguacy quotient (own funds / capital iegoent) 3.3 3.3 3.5 3.5
Incl. Basel | floor
CET1 capital ratio, % 22.2 19.3 23.6 20.5
Tier 1 capital ratio, % 23.4 20.2 25.0 21.5
Total capital ratio, % 235 20.3 25.2 21.7
Capital adequacy guotient (own funds / capital iregoent) 2.9 25 3.1 2.7
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New regulations

The Capital Requirement Directive IV (CRD V)
and Capital Requirement Regulation (CRR) entered
into force 1 January 2014 followed by the Bank
Recovery and Resolution Directive (BRRD) on 15
May 2014. The CRR became applicable in all EU
countries from 1 January 2014 while the CRD IV
and BRRD was implemented through national law
within all EU member states during 2014. In
Finland the law implementing CRD IV entered into
force on 15 August 2014.

The CRD IV is implemented in the Credit

Institution Act where buffer requirements, in
addition to the minimum requirements, are defined.
The buffer requirements are to be met with
Common equity tier 1 capital. The capital
conservation buffer (CCoB) requirement is set to
2.5% from 2015. The buffer requirement for so-
called other systemically important institutions (O
Slis), may be set at 0-2% and Nordea Bank Finland
Plc has been defined as an O-SII with a requirement
of 2% set from 7 January 2016. The Board of the
Financial Supervisory Authority (FSA) has the
power to impose binding macroprudential policy
requirements. The countercyclical capital buffer
(CCyB) is currently set to 0 %. Discussions related
to implementation of the systemic risk buffer (SRB)
in Finnish legislation are ongoing.

The Finnish FSA implemented loan to collateral
(LTC) as a macroprudential instrument effective
from 1 July 2016. The maximum loan-to-value
(LTV) ratio is 95% for first-home purchases and
90% for the other residential mortgages granted by
the Finnish credit institutions according to the
Consumer Protection Act.

In June 2016 the Finnish FSA decided to introduce
a risk weight floor of 10% for the residential
mortgage portfolio. The FSA is continuing
preparations and the risk weight floor is expedted
be implemented by 1 July 2017 at the latest.

Since November 2014, Nordea Bank Finland Plc
has been under the direct supervision of the
European Central Bank (ECB) within the
framework of the Single Supervisory Mechanism
(SSM). As of beginning of 2016, also the second
pillar of the Banking Union started its operations.
The Single Resolution Board (SRB) is responsible
for the resolution of the significant banks dirgctl
supervised by the ECB. The SRB has, in close
cooperation with the national resolution authority,
the Financial Stability Authority, outlined the
resolution plan for Nordea Bank Finland and also
sets the minimum requirement for own funds and
eligible liabilities (MREL) to be held by the bank.
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On 2 January 2017, the cross-border mergers
between Nordea Bank AB (publ) and its subsidiary
banks in Denmark, Finland and Norway was
executed. The banking business in these countries
will, going forward, be carried out in branches of
Nordea Bank AB (publ) and the remaining local
subsidiaries (e.g. mortgage companies) are now
subsidiaries to Nordea Bank AB (publ). As a result
all assets and liabilities of the subsidiary bank i
transferred to Nordea Bank AB (publ) and Nordea
Bank Finland Plc has been dissolved.

Proposal on amended CRR, CRD IV and BRRD

In November 2016 the European Commission (EC)
published a proposal amending the BRRD, the CRD
IV and the CRR. The amendments to the CRR,
being a regulation, will be directly applicableaith

EU countries once implemented whereas the
amendments to the CRD IV and BRRD, being
directives, needs to be implemented into national
legislation before being applicable. The time for
implementation is uncertain but it is stated that t
amendments will start entering into force in 2019 a
the earliest, with some parts being implemented
later and subject to phase-in. Some of the main
amendments include:

TLAC / MREL

The EC proposes to implement the Total Loss
Absorbing Capacity (TLAC) standard, issued by the
Financial Stability Board, building on the existing
framework of the BRRD which includes the
Minimum Requirement for own funds and Eligible
Liabilities (MREL). TLAC requires Global
Systemically Important Banks (G-SIBs), referred to
as G-Slls in EU legislation, to have a sufficient
amount of highly loss absorbing ("bailinable")
liabilities to ensure smooth and fast absorption of
losses and recapitalisation in resolution. The
purpose of MREL is to achieve the same objective
as for the TLAC standard, although it is technigall
different from the TLAC standard and is applied for
both G-SllIs and non G-SlI institutions in EU.

According to the EC proposal amending the BRRD,
both G-SllIs and non G-SllI should meet the so-
called firm specific MREL requirement decided by
the resolution authorities. The requirement should
not exceed the sum of loss absorption amount and
recapitalisation amount, both of which are
determined by the minimum capital requirement of
8% and Pillar 1 capital requirement. In order to
make it possible for banks to issue eligible
instruments in a cost efficient and harmonised way,
the EC proposes to introduce a new insolvency
hierarchy for non-preferred senior debt.
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Pillar 11

The proposal introduces a split of Pillar Il addson
into Pillar Il Requirements (P2R) and Pillar Il
Guidance (P2G), where the P2R will increase the
Maximum Distributable Amount (MDA) level

while the P2G is a soft measure that does nottaffec
the MDA level.

NSFR

The EC proposes to introduce a binding Net Stable
Funding Ratio (NSFR) that requires institutions to
finance their long-term activities (assets and off-
balance sheet items) with stable funding. The NSFR
proposal aligns NSFR governance, compliance and
supervisory actions with the EU Liquidity Coverage
Ratio (LCR) requirement.

Leverage ratio

The proposal introduces a binding leverage ratio
requirement of 3 % of tier 1, harmonised with the
international Basel Committee on Banking
Supervision (BCBS) standard. A possible higher
requirement for G-SllI is postponed until a decision
is taken by the BCBS.

Market risk

In January 2016, the BCBS concluded its work on
the Fundamental Review of the Trading Book
(FRTB) and published a new standard on the
treatment of market risk. The amendments to the
CRR incorporates the FRTB rules into EU
regulation with some adjustments, such as
postponing the implementation to 2021 and
including a three year phase-in period. The key
features of the framework includes a revised
boundary for trading book and non-trading book
(banking book) exposures, a revised internal model
approach and a revised standardised approach.

SME supporting factor

The EC proposal includes an extended Small and
medium-sized enterprices (SME) supporting factor.
The current SME supporting factor provides a
capital reduction of 23.81% for exposures up to
EUR 1.5 million towards SMEs. The proposal
extends this discount with an additional 15%
reduction for the part above the EUR 1.5 million
threshold, intended to further stimulate the legdin
to SMEs.
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Revisions to the Basel Il capital framework
(“Basel IV")

Basel Il is a global, regulatory framework on bank
capital adequacy, stress testing, and liquidity. fiis
was agreed upon by the members of the BCBS in
2010 and 2011, however some parts are currently
under revision.

The revisions include proposals on the IRB
approach imposing restrictions to the use of IRB
approach for certain exposures, such as exposures
towards institutions and large corporates, as agl|
introducing model-parameter floors. The revisions
also include a revised standardised approach (SA)
which base the risk weights on risk drivers and
external ratings. The BCBS also proposes a revised
operational risk framework that will be based on a
single non-model-based method. Moreover, the
BCBS proposal is to introduce a capital floor that
should be based on the revised standardised
approaches for credit-, market- and operational
risks. There are also ongoing discussions in the
BCBS regarding a potential leverage ratio buffer fo
G-SIBs.

In January 2017, the BCBS announced that they are
working to finalise its reforms and expect to
complete its work in the near future.

Regulatory treatment of IFRS 9

In October 2016, the BCBS published a discussion
paper and a consultative document on the policy
considerations associated to the regulatory traatme
of accounting provisions related to IFRS 9 under th
Basel Ill regulatory capital framework. The
discussion paper presents proposals on a revised
long-term regulatory treatment of provisions to be
applied once the revisions to the SA and IRB
approach become applicable. IFRS 9 enters into
force in 2018 and the proposal is, during an interi
period, to retain the current regulatory treatnant
provisions as applied under both the SA and IRB
approach to allow thorough consideration of the
longer-term options for the regulatory treatment of
provisions.

26



Human resources

Our people have an opportunity to transform the
industry

Our industry is undergoing a significant
transformation. We are working proactively to
ensure that we meet our customers’ changing
demands in the digital era as well as the incrgasin
regulatory demands affecting our industry.

As the leading bank in the Nordics, we have a huge
opportunity to shape the industry and our people
can all be leaders of the transformation. Suppgrtin
our people to focus on performing whilst
transforming is HR’s main priority and we are
embarking on a major cultural change to enable this
opportunity.

Organisations do not change — people do

For us to change and meet the demands of the
transformation, we first need to look at who we are
and what we are good at. We are proud of our
peoples’ expertise and professional skills as al|
being able to deliver. Our ability to build futufie-
competencies fast will determine our ability to fxee
us ahead of the curve.

Embracing risk management and compliance

The complex risk-management landscape of today
requires future-fit competencies with a deep
understanding of long-term risk factors. Through
collaboration with Group Compliance, Group Risk
Management and Business Risk Implementation
Support we have developed training for all
employees, addressing the responsibility of being a
risk manager. We have a compliance awareness
programme for senior management to keep
accountability and competencies at the necessary
level.

Diversity and inclusion — a factor for success

We are confident that an inclusive workplace
culture benefits everyone. For us, diversity conser
gender, age, ethnicity, religion, social status,
background, experience, perspectives, approaches
and all the other factors shaping one’s identity.
During 2016 we recruited people from 27 different
countries with differing backgrounds including for
example compliance and IT.

Our Cultural Journey

We want our people to come to work every day
united by a strong culture, with strong desire and
the freedom to perform at their best. We call this
our Cultural Journey. Our “People Agenda” plays a
significant role in this journey, aiming at
strengthening capacity and creating a positive,
inclusive work culture across our entire
organisation.
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We will make sure we build a fit for purpose
organisation where there is clarity between thesol
throughout the organisation and that our business
gets the full support from HR to achieve their
business goals. We will drive a strategic workforce
to ensure that we have the right competencies place
in the right roles and with high capacity in thghi
impact areas where resources are demanded.

Sustainability

Towards a proactive approach

In our 2016 sustainability report, we present our
embankment on a new journey towards enhanced
compliance and sharper focus on sustainability. The
development of this new, proactive sustainability
framework, is in process. Our aim with the
integrated sustainability framework is to consdida
and embed sustainability processes in all our
business areas to enhance compliance, resilience
and transparency in all areas.

Integrating sustainability in our core business

In the development of the new Nordea sustainability
framework, Nordea has carried out a number of
concrete actions in the past year. They include the
establishment of a Financial Crime Change
Programme, the appointment of a new Head of
Compliance and the Business Ethics and Values
Committee chaired by our CEO. In addition to this
the Tax Board has been established on Group Level.

Communicating with our stakeholders

Banking and financial transactions are built on
trusting relationships. We believe that trust is
something that must be earned through ethical
business practices, responsible partnerships and
compliance with rules and regulations.

Creating and managing wealth responsibly

As a financial institution, our entire business mlod
is built on creating value. For a sustainable bessn
model to succeed, value cannot only include
monetary means, but must naturally include
environmental, ethical and social aspects. Our
efforts are recognised and appreciated on the
international agenda through our strong position on
sustainability

Meeting tomorrows demands in lending

We know and appreciate that sustainability is not
only a key issue for us as an investor, but equally
important in the engagement we have with our
credit customers. Therefore we have during the year
addressed how we can embed and calibrate a fair
and valuable Environmental, Social and Governance
(ESG) process in the credit approval process that
entails development, awareness and monitoring on
our credits
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Climate change and sustainable finance at

Nordea

Nordea has signed the Paris Pledge launched at the
COP21, with the objective to keep global
temperature rise well below 2°C. We acknowledge
the importance of internalising environmental and
climate aspects in our business and it must be
considered in everything from investments to
lending and supply chain management.

For more information on sustainability, please see
Nordea’s Sustainability Report 2016, available on
www.nordea.com/responsibility.

Legal proceedings

Within the framework of the normal business
operations, NBF faces a number of claims in civil
lawsuits and disputes, most of which involve
relatively limited amounts. Presently, none of thes
disputes is considered likely to have any signiftca
adverse effect on the Group or its financial poaiti

Nordea shares

Nordea Bank Finland Plc does not possess its own
shares. The information regarding bought and sold
shares in the parent company Nordea Bank AB
(publ) is presented in Note 46.
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Subsequent events

Nordea Bank Finland Plc was merged to its parent
company Nordea Bank AB (publ) on 2 January
2017. As aresult, all assets and liabilities of
Nordea Bank Finland Plc were transferred to
Nordea Bank AB (publ) and Nordea Bank Finland
Plc was dissolved. The banking business in Finland
is now carried out in the Finnish branch of Nordea
Bank AB (publ).

Outlook 2017

For 2017 NBF expects another challenging year.
We will operate in an economic environment with
great insecurity, with low growth and low interest
rates.

However, we have good progress in building the
bank our customers want us to be. We are
continuing doing large investments in transforming
the bank. Our number one priority the coming years
will be on improving customer satisfaction.
Generating value for our customers is the key to
creating value for Nordea and its shareholders. To
continue to deliver stable results to our sharedrsld
we will be committed to build more resilience and
stronger ability to continuously renew the way we
are operating the bank.
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Nordea Bank Finland Group and Nordea Bank Finland P Ic

Income statement

Group Parent company

EURmM Note 2016 2015 2016 2015
Operating income
Interest income 3 1,320 1,532 1,042 1,268
Interest expense 3 -455 -480 -444 -478
Net interest income 3 865 1,052 598 790
Fee and commission income 4 741 759 707 726
Fee and commission expense 4 -610 -654 -598 -648
Net fee and commission income 4 131 105 109 78
Net result from items at fair value 5 1,142 1,257 1,141 1,254
Profit from associated undertakings accounted fialen the equity
method 19 13 5 - -
Dividends 6 - - 72 101
Other operating income 7 94 66 94 65
Total operating income 2,245 2,485 2,014 2,288
Operating expenses
General administrative expenses:

Staff costs 8 -515 -547 -484 -516

Other expenses 9 -451 -413 -423 -389
Depreciation, amortisation and impairment chardeargible and
intangible assets 10, 20 -28 -31 -26 -28
Total operating expenses -994 -991 -933 -933
Profit before loan losses 1,251 1,494 1,081 1,355
Net loan losses 11 -57 -92 -41 -42
Operating profit 1,194 1,402 1,040 1,313
Income tax expense 12 -232 -347 -189 -311
Net profit for the year 962 1,055 851 1,002
Attributable to:
Shareholders of Nordea Bank Finland Plc 962 1,055 851 1,002
Non-controlling interests - - - -
Total 962 1,055 851 1,002
Net profit for the period from Baltic operations to be
transferred 47 22 22 - -
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Statement of comprehensive income

Group Parent company
EURM 2016 2015 2016 2015
Net profit for the year 962 1,055 851 1,002
Items that may be reclassified subsequently to tHacome statement
Currency translation differences during the year -1 0 - -
Available-for-sale investmerits
- Valuation gains/losses during the year 38 12 38 11
- Tax on valuation gains/losses during the year -8 -2 -8 -2
- Transferred to the income statement during tlee ye -38 -30 -38 -30
- Tax on transfers to the income statement duhiegyear 8 6 8 6
Cash flow hedges:
- Valuation gains/losses during the year -24 210 -25 210
- Tax on valuation gains/losses during the year 5 -42 5 -42
- Transferred to the income statement during tlee ye 15 -190 15 -190
- Tax on transfers to the income statement duhiegyear -3 38 -3 38
Items that may be reclassified subsequently to tHacome statement
Defined benefit plans:
- Remeasurement of defined benefit plans durinyéae -13 89 -11 87
- Tax on remeasurement of defined benefit planmduhe year 3 -18 2 -17
Other comprehensive income, net of tax -18 73 -17 71
Total comprehensive income 944 1,128 834 1,073
Attributable to:
Shareholders of Nordea Bank Finland Plc 944 1,128 834 1,073
Non-controlling interests - - - -
Total 944 1,128 834 1,073
Valuation gains/losses related to hedged risks under fair value hedge accounting are accounted for directly in the income statement.
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Balance sheet

Group Parent company
EURM Note 31 Dec 2016 31 Dec 2015 31 Dec 2016 31 Dec 2015
Assets
Cash and balances with central banks 29,367 32,613 29,367 32,613
Loans to central banks 13 299 5,328 100 5,129
Loans to credit institutions 13 26,344 27,089 31,756 33,507
Loans to the public 13 64,611 101,447 56,754 94,063
Interest-bearing securities 14 27,368 30,143 27,368 30,143
Financial instruments pledged as collateral 15 4,139 4,627 4,139 4,627
Shares 16 1,262 2,020 1,262 2,019
Derivatives 17 68,563 80,557 68,563 80,557
Fair value changes of the hedged items in portfodidge of
interest rate risk 21 51 21 51
Investments in group undertakings 18 - - 306 309
Investments in associated undertakings 19 34 42 8 28
Intangible assets 20 42 44 26 31
Properties and equipment 84 76 80 69
Investment properties 1 1 1 1
Deferred tax assets 12 3 14 0 12
Current tax assets 12 5 1 - -
Retirement benefit assets 30 78 90 78 90
Other assets 22 16,238 17,015 16,205 16,970
Prepaid expenses and accrued income 23 316 432 222 263
Total assets 238,775 301,590 236,256 300,482
Liabilities
Deposits by credit institutions 24 63,918 78,162 62,545 78,172
Deposits and borrowings from the public 25 55,352 62,153 55,351 62,150
Debt securities in issue 26 18,507 43,407 18,507 43,407
Derivatives 17 70,864 83,538 70,864 83,538
Fair value changes of the hedged items in portfodidge of
interest rate risk 25 557 25 557
Current tax liabilities 12 65 77 65 77
Other liabilities 27 17,487 20,066 17,296 19,856
Accrued expenses and prepaid income 28 386 567 268 382
Deferred tax liabilities 12 60 54 - -
Provisions 29 63 81 62 78
Retirement benefit liabilities 30 6 4 4 4
Subordinated liabilities 31 632 628 632 628
Total liabilities 227,365 289,294 225,619 288,849
Equity
Share capital 2,319 2,319 2,319 2,319
Share premium reserve 599 599 599 599
Other reserves 4,880 4,897 4,880 4,897
Retained earnings 3,612 4,481 2,839 3,818
Total equity 11,410 12,296 10,637 11,633
Total liabilities and equity 238,775 301,590 236,256 300,482
Assets pledged as security for own liabilities 32 19,172 40,932 19,172 40,931
Other assets pledged 33 4,105 4,811 4,105 4,811
Contingent liabilities 34 27,436 12,432 27,586 12,599
Credit commitments 35 15,043 13,613 11,992 10,765
Other commitments 35 142 359 2 2

Other notes

Note 1 Accounting policies

Note 2 Segment reporting

Note 36 Capital adequacy

Note 37 Classification of financial instruments
Note 38 Assets and liabilities at fair value

Note 40 Transferred assets and obtained collateral
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Note 41 Maturity bysés for assets and liabilities
Note 42 Related-party transactions

Note 43 Credit risk disclosures
Note 44 Interests in structured

entities

&ldb Country by country reporting
Note 39 Financial instruments set off on balancgubject to netting agreements  Note 46 Nordesesh
Note 47 Operations to be transferred
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Statement of changes in equity

Group
Attributable to the shareholders of Nordea Bank Firiand Plc
Other reserves
Share Cash Available- Defined
Share premium flow for-sale Other benefit Retained Total
EURmM capitat reserve hedges investments reserves plans earnings equity
Balance at 1 Jan 2016 2,319 599 14 29 4,848 6 4,481 12,296
Net profit for the year - - - - - - 962 962
Items that may be reclassified
subsequently to the income
statement
Currency translation differences
during the year - - - - 0 - -1 -1
Available-for-sale investments:
- Valuation gains/losses during
the year - - - 38 - - - 38
- Tax on valuation gains/losses
during the year - - - -8 - - - -8
- Transferred to the income
statement during the year - - - -38 - - - -38
- Tax on transfers to the income
statement during the year - - - 8 - - - 8
Cash flow hedges:
- Valuation gains/losses during
the year - - -24 - - - - 24
- Tax on valuation gains/losses
during the year - - 5 - - - - 5
- Transferred to the income
statement during the year - - 15 - - - - 15
- Tax on transfers to the income
statement during the year - - -3 - - - - -3
Items that may not be
reclassified subsequently to
the income statement
Defined benefit plans:
- Remeasurement of defined
benefit plans during the year - - - - - -13 - -13
- Tax on remeasurement of
defined benefit plans during
the year - - - - - 3 - 3
Other comprehensive income,
net of tax - - -7 -10 -1 -18
Total comprehensive income - - -7 0 0 -10 961 944
Partial demerger - - - - - - -1,050 -1,050
Dividend for 2015 - - - - - - -780 -780
Other changes - - - - - - 0 0
Balance at 31 Dec 2016 2,319 599 7 29 4,848 -4 3,612 11,410

* Total shares registered were 1,030.8 million (31 Dec 2015: 1,030.8 million). All the shares in Nordea Bank Finland Plc are held by Nordea Bank AB (publ). The carrying amount of
the shares corresponds to EUR 2.25 per share. Pursuant to the Articles of Association the Bank's minimum share capital is EUR 850m and maximum share capital EUR 3,400m.
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Statement of changes in equity, cont.

Group
Attributable to the shareholders of Nordea Bank Firiand Plc
Other reserves
Share Cash Available- Defined

Share premium flow for-sale Other benefit Retained Total
EURmM capitat reserve hedges investments reserves plans earnings equity
Balance at 1 Jan 2015 2,319 599 -2 43 2,848 -65 3,876 9,618
Net profit for the year - - - - - - 1,055 1,055
Items that may be reclassified
subsequently to the income
statement
Currency translation differences
during the year - - - - 0 - 0 0
Available-for-sale investments:
- Valuation gains/losses during
the year - - - 12 - - - 12
- Tax on valuation gains/losses
during the year - - - -2 - - - -2
- Transferred to the income
statement during the year - - - -30 - - - -30

- Tax on transfers to the income
statement during the year - - - 6 - - - 6

Cash flow hedges:

- Valuation gains/losses during
the year - - 210 - - - - 210

- Tax on valuation gains/losses
during the year - - -42 - - - - 42

- Transferred to the income
statement during the year - - -190 - - - - -190

- Tax on transfers to the income
statement during the year - - 38 - - - - 38

Items that may not be
reclassified subsequently to
the income statement

Defined benefit plans:

- Remeasurement of defined
benefit plans during the year - - - - - 89 - 89

- Tax on remeasurement of
defined benefit plans during

the year - - - - - -18 - -18
Other comprehensive income,

net of tax - - 16 -14 0 71 0 73
Total comprehensive income - - 16 -14 0 71 1,055 1,128
Share-based payments - - - - - - 0 0
Dividend for 2014 - - - - - - -450 -450
Other changes - - - - 2,000 - 0 2,000
Balance at 31 Dec 2015 2,319 599 14 29 4,848 6 4,481 12,296

* Total shares registered were 1,030.8 million (31 Dec 2014: 1,030.8 million). All the shares in Nordea Bank Finland Plc are held by Nordea Bank AB (publ). The carrying amount of
the shares corresponds to EUR 2.25 per share. Pursuant to the Articles of Association the Bank's minimum share capital is EUR 850m and maximum share capital EUR 3,400m.

2 Capital injection paid by Nordea Bank AB (publ)
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Statement of changes in equity, cont.

Parent company

Attributable to the shareholders of Nordea Bank Firtland Plc

Other reserves

Share Cash Available- Defined

Share  premium flow for-sale Other benefit Retained Total
EURmM capital reserve hedges investments reserves plans earnings equity
Balance at 1 Jan 2016 2,319 599 14 29 4,848 6 3,818 11,633
Net profit for the year - - - - - - 851 851
Items that may be reclassified
subsequently to theincome
statement
Available-for-sale investments:
- Valuation gains/losses during
the year - - - 38 - - - 38
- Tax on valuation gains/losses
during the year - - - -8 - - - -8
- Transferred to the income
statement during the year - - - -38 - - - -38
- Tax on transfers to the income
statement during the year - - - 8 - - - 8
Cash flow hedges:
- Valuation gains/losses during
the year - - -25 - - - - -25
- Tax on valuation gains/losses
during the year - - 5 - - - - 5
- Transferred to the income
statement during the year - - 15 - - - - 15
- Tax on transfers to the income
statement during the year - - -3 - - - - -3
Items that may not be
reclassified subsequently to
the income statement
Defined benefit plans:
- Remeasurement of defined
benefit plans during the year - - - - - -11 - -11
- Tax on remeasurement of
defined benefit plans during
the year - - - - - 2 - 2
Other comprehensive income,
net of tax - -8 - -9 - -17
Total comprehensive income 0 -8 - -9 851 834
Share-based payments - - - - - - -1,050 -1,050
Dividend for 2015 - - - - - - -780 -780
Other changes - - - - - - - -
Balance at 31 Dec 2016 2,319 599 6 29 4,848 -3 2,839 10,637

* Total shares registered were 1,030.8 million (31 Dec 2015: 1,030.8 million). All the shares in Nordea Bank Finland Plc are held by Nordea Bank AB (publ). The carrying amount of
the shares corresponds to EUR 2.25 per share. Pursuant to the Articles of Association the Bank's minimum share capital is EUR 850m and maximum share capital EUR 3,400m.
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Statement of changes in equity, cont.

Parent company

Attributable to the shareholders of Nordea Bank Firtland Plc
Other reserves

Share Cash Available- Defined

Share  premium flow for-sale Other benefit Retained Total
EURmM capital reserve hedges investments reserves plans earnings equity
Balance at 1 Jan 2015 2,319 599 -2 44 2,848 -64 3,266 9,010
Net profit for the year - - - - - - 1,002 1,002
Items that may be reclassified
subsequently to theincome
statement
Available-for-sale investments:
- Valuation gains/losses during
the year - - - 11 - - - 11
- Tax on valuation gains/losses
during the year - - - -2 - - - -2
- Transferred to the income
statement during the year - - - -30 - - - -30

- Tax on transfers to the income
statement during the year - - - 6 - - - 6

Cash flow hedges:
- Valuation gains/losses during

the year - - 210 - - - - 210
- Tax on valuation gains/losses

during the year - - -42 - - - _ 42
- Transferred to the income

statement during the year - - -190 - - - - -190
- Tax on transfers to the income

statement during the year - - 38 - - - - 38

Items that may not be
reclassified subsequently to
the income statement

Defined benefit plans:

- Remeasurement of defined
benefit plans during the year - - - - - 87 - 87

- Tax on remeasurement of
defined benefit plans during

the year - - - - - -17 - -17
Other comprehensive income,

net of tax - - 16 -15 - 70 - 71
Total comprehensive income - - 16 -15 - 70 1,002 1,073
Share-based payments - - - - - - 0 0
Dividend for 2014 - - - - - - -450 -450
Other changes - - - - 2,000 - 0 2,000
Balance at 31 Dec 2015 2,319 599 14 29 4,848 6 3,818 11,633

* Total shares registered were 1,030.8 million (31 Dec 2014: 1,030.8 million). All the shares in Nordea Bank Finland Plc are held by Nordea Bank AB (publ). The carrying amount of
the shares corresponds to EUR 2.25 per share. Pursuant to the Articles of Association the Bank's minimum share capital is EUR 850m and maximum share capital EUR 3,400m.

2 Capital injection paid by Nordea Bank AB (publ)

No decision was made during the financial yeassoié equity warrants or convertible bonds entitlimgubscription of shares in the NBF. At the end
of 2016, NBF held no authorisations given by the&al Meeting for issuance or buybacks of shaepgtyewarrants or convertible bonds.
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Cash flow statement

Group Parent company
EURM 2016 2015 2016 2015
Operating activities
Operating profit 1,194 1,402 1,040 1,313
Adjustments for items not included in cash flow 504 738 480 675
Income taxes paid -241 -304 -200 -261
Cash flow from operating activities before changem operating assets
and liabilities 1,457 1,836 1,320 1,727
Changes in operating assets
Change in loans to central banks 6,365 -5,046 6,364 -4,844
Change in loans to credit institutions -1,598 14,368 -584 13,679
Change in loans to the public 12,400 12,196 12,898 12,530
Change in interest-bearing securities 1,470 5,170 1,471 5,171
Change in financial assets pledged as collateral 488 6,431 488 6,431
Change in shares 560 -102 561 -102
Change in derivatives, net -1,561 3,583 -1,561 3,583
Change in investment properties 0 1 0 1
Change in other assets 776 -2,392 766 -2,386
Changes in operating liabilities
Change in deposits by credit institutions -6,122 -9,209 -7,504 -8,957
Change in deposits and borrowings from the public 7,021 -14,726 -7,020 -14,723
Change in debt securities in issue -9,877 -5,065 -9,877 -5,065
Change in other liabilities -2,466 1,491 -2,447 1,487
Cash flow from operating activities -5,129 8,536 -5,125 8,532
Investing activities
Acquisition of business operations - 0 - -
Sale ofbusiness operations 0 - 2 0
Dividends from associated companies 2 1 0 -
Acquisition of associated undertakings - 0 - -
Sale of associated undertakings 13 - 13 -
Acquisition of property and equipment -64 -38 -65 -40
Sale of properties and equipment 3 8 3 4
Acquisition of intangible assets -5 -9 -1 -5
Sale of intangible assets - 2 - 2
Purchase/sale of other financial fixed assets -11 25 -11 25
Cash flow from investing activities -62 -11 -59 -14
Financing activities
Issued subordinated liabilities 5 8 5 8
Amortised subordinated liabilities - - - -
Dividend paid -780 -450 -780 -450
Other changes -14 2,073 -14 2,070
Cash flow from financing activities -789 1,631 -790 1,628
Cash flow for the year -5,980 10,156 -5,973 10,146
Cash and cash equivalents at the beginning of year 39,870 29,714 39,857 29,711
Translation difference -783 - -783 -
Cash and cash equivalents transferred in demerger 91 3 - 391 -
Cash and cash equivalents at the end of year 34,282 39,870 34,276 39,857
Change -5,980 10,156 -5,973 10,146
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Cash flow statement, cont.

Comments on the cash flow statement

The cash flow statement shows inflows and outflofwsash and cash equivalents during the year fat tperations. Nordea Bank Finland's cash
flow has been prepared in accordance with theeatlimethod, whereby operating profit is adjusteceftects of non-cash transactions such as
depreciation and loan losses. The cash flows assified by operating, investing and financing\atiis.

Operating activities

Operating activities are the principal revenue-pigidg activities and cash flows are mainly derifretin the operating profit for the year with
adjustment for items not included in cash flow armbme taxes paid. Adjustment for items not inctidethe cash flow includes:

Group Parent company
EURmM 2016 2015 2016 2015
Depreciation 28 28 25 25
Impairment charges 0 3 0 3
Loan losses 68 106 43 46
Unrealised gains/losses 124 1,079 125 1,080
Capital gains/losses (net) 6 -4 6 -3
Change in accruals and provisions -37 -200 -44 -219
Translation differences -3 -1 - -
Other 318 -273 325 -257
Total 504 738 480 675

Changes in operating assets and liabilities con§@ssets and liabilities that are part of normadiness activities, such as loans, deposits did de
securities in issue. Changes in derivatives arerteg net.

Cash flow from operating activities includes instnpayments received and interest expenses pdidhétfollowing amounts:

Group Parent company
EURM 2016 2015 2016 2015
Interest payments received 1,330 1,558 1,056 1,295
Interest expenses paid -452 -488 -442 -488

Investing activities
Investing activities include acquisitions and disgle of non-current assets, like property and eneig, intangible and financial assets.

Financing activities
Financing activities are activities that resultiranges in equity and subordinated liabilitieshsas new issues of shares, dividends and
issued/amortised subordinated liabilities.

Cash and cash equivalents
The following items are included in Cash and caghivalents assets:

Group Parent company

31 Dec 31 Dec 31 Dec 31 Dec

EURmM 2016 2015 2016 2015
Cash and balances with central banks 29,367 32,613 29,367 32,613
Loans to credit institutions, payable on demand 18,9 7,257 4,909 7,244
34,282 39,870 34,276 39,857

Cash comprises legal tender and bank notes irgfoirrencies. Balances with central banks con$idéeposits in accounts with central banks and
postal giro systems under government authority reviiee following conditions are fulfilled;

- the central bank or the postal giro system isidibed in the country where the institution is dsished

- the balance on the account is readily availabég time.

Loans to credit institutions, payable on demantuite liquid assets not represented by bonds or atterest-bearing securities. Loans to central
banks, payable on demand includes instruments wihengea has the right to resell immediately.
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Notes to the financial statements

Note 1 Accounting policies

Content for Note 1
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1. Basis for presentation

NBF'’s consolidated financial statements are prapare
in accordance with International Financial Repartin
Standards (IFRS) as endorsed by the EU Commission.
In addition, certain complementary rules in thenigh
Accounting Act, the Finnish Credit Institutions Atte
Financial Supervision Authority’s Regulations and
Guidelines and the Decision of the Ministry of Fina

on the financial statements and consolidated statésm

of credit institutions have also been applied.

The disclosures, required in the standards,
recommendations and legislation above, have been
included in the notes, the Risk, Liquidity and Gabi
management section or in other parts of the “Firsnc
statements”.

On 28 February 2017 the Board of Directors approved
the financial statements, subject to final appr@fahe
Final Shareholders’ Meeting on 28 February 2017.

2. Changed accounting policies and presentation

The accounting policies, basis for calculations and
presentation are, in all material aspects, unchéimge
comparison with the 2015 Annual Report. The new
accounting requirements implemented during 2016 and

Restatements resolution fees

their effects on Nordea’s financial statements are
described below.

The following new and amended standards and
interpretations were implemented by Nordea 1 Januar
2016 but have not had any significant impact on the
financial statements of Nordea:

* Amendments to IFRS 10, IFRS 12 and IAS 28
“Investment entities — Applying the Consolidation
Exception”

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

* Amendments to IAS 1"Disclosures Initiative”

* Amendments to IAS 16 and IAS 38 “Clarification
of Acceptable Methods of Depreciation and
Amortisation”

e Annual Improvements to IFRSs, 2012-2014 Cycle.

Changed presentation of resolution fees

Nordea has, in order to align with local market
practice, reclassified resolution fees from “Net éand
commission income” to “Net interest income”. The
comparable figures have been restated and the tmpac
on the current and comparative periods can be fagund
the below table. The change in presentation hakambt
any impact on the balance sheet or equity.

Income statement Group Parent company
Full year 2016 Full year 2015 Full year 2016 Felby 2015
New New New New
EURmM policy  Old policy policy  Old policy policy  Old policy policy  Old policy
Net interest income 865 931 1,052 1,053 598 663 790 790
- of which resolution fees -66 -1 -65
Net fee and commission income 131 65 105 104 109 44 78 45
- of which resolution fees -66 -1 -65
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Changed presentation of "Net fee and commission
income”

The presentation within Note 4 “Net fee and
commission income” has, in addition to the changes
described above, been changed. The main change is
that income and expenses have been set off ta bette
reflect the net return from different business\atigis.
Commission expenses have been split more granularly
to better match the related commission income. The
gross impact on income and expense is also prowded
Note 4.

Commission income in connection with initial public
offerings (IPOs) have in addition been reclassified
from "Custody and issuer services” to "Brokerage,
securities issues and corporate finance” (impdktt fu
year 2015 EUR 4m). This reclassification has been
made to better reflect the purpose of services
performed/received.

3. Changes in IFRSs not yet applied

IFRS 9 “Financial Instruments”

IASB has completed the new standard for financial
instruments, IFRS 9 “Financial instruments”. IFRS 9
covers classification and measurement, impairmeat a
general hedge accounting and replaces the current
requirements covering these areas in IAS 39. IFRS 9
effective as from annual periods beginning on teraf
January 2018. The standard is endorsed by the EU-
commission. Earlier application is permitted, but
Nordea does not intend to early adopt the standard.
Nordea does not either intend to restate the
comparative figures for 2017 in the Annual Report
2018 due to IFRS 9.

Classification and measurement

The classification and measurement requirements in
IFRS 9 states that financial assets should beifiabs
as and measured at amortised cost, fair value ghrou
profit and loss or fair value through other
comprehensive income. The classification of a
financial instrument is dependent on the business
model for the portfolio where the instrument is
included and on whether the cash flows are solely
payments of principal and interest (SPPI).

In order to assess the business model, Nordea has
divided its financial assets into portfolios andéab-
portfolios based on how groups of financial asaets
managed together to achieve a particular business
objective. To derive the right level on which polibs
are determined, Nordea has taken the current kassine
area structure into account. When determining the
business model for each portfolio Nordea has ardlys
the objective with the financial assets as wefoas
instance past sales behaviour and management
compensation.
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Nordea has analysed whether the cash flows from the
financial assets held as of 31 December 2015 aPé SP
compliant. This has been performed by grouping
contracts which are homogenous from a cash flow
perspective and conclusions have been drawn for all
contracts within that group.

The analysis of the business model and the SPPI
review described above have not resulted in any
significant changes compared to how the financial
instruments are measured under IAS 39. No sigmifica
impact is thus expected on Nordea’s financial jparsit
financial performance or equity in the period dfia
application. No significant impact on the capital
adequacy, large exposures, risk management or
alternative performance measures are expecte@in th
period of initial application. These tentative
conclusions are naturally dependent on the findncia
instruments on Nordea'’s balance sheet at transition

I mpairment

The impairment requirements in IFRS 9 are based on
an expected loss model as opposed to the current
incurred loss model in IAS 39. The scope of IFRS 9
impairment requirements is also broader than IAS 39
IFRS 9 requires all assets measured at amortisgd co
and fair value through other comprehensive incase,
well as off-balance commitments including guarasitee
and loan commitments, to be included in the
impairment test. Currently Nordea does not caleulat
collective provisions for off balance sheet expesuor
the financial instruments classified into the
measurement category AFS.

The assets to test for impairment will be dividetbi
three groups depending on the stage of credit
deterioration. Stage 1 includes assets where tiese
been no significant increase in credit risk, stage
includes assets where there has been a significant
increase in credit risk and stage 3 includes defdul
assets. Significant assets in stage 3 are tested fo
impairment on an individual basis, while for
insignificant assets a collective assessment is
performed. In stage 1, the provisions should etheal
12 month expected loss. In stage 2 and 3, the
provisions should equal the lifetime expected Issse

One important driver for size of provisions undeR5
9 is the trigger for transferring an asset frongesta to
stage 2. Nordea has to decide what parametergto us
for identifying the increase in credit risk and howch
these parameters need to change in order to adesdit
“significant increase”. For assets held at traasiti
Nordea has tentatively decided to use the change in
internal rating and scoring data to determine wéeth
there has been a significant increase in creditais
not. For assets to be recognised going forwarchgds
to the lifetime Probability of Default (PD) will hesed
as the trigger. Nordea has concluded it is notiptess
to calculate the lifetime PDs without undue cost or
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effort and without the use of hindsight for assets
already recognised on the balance sheet at tramsiti
For assets evaluated based on lifetime PDs, Ndrdga
tentatively decided to use a mix of absolute atative
changes in PD as the transfer criterion. In addljtio
customers with forbearance measures and customers
with payments more than thirty days past due vsiba
be transferred to stage 2. Nordea has not yet
determined the threshold for the change in rating,
scoring and PDs when assessing whether it is
significant or not.

Nordea’s current model for calculating collective
provisions is based on a deterioration in ratingyisg),
but it is not expected that the loss trigger in¢heent
model will equal the triggering event for movingrits
from stage 1 to stage 2 under IFRS 9.

The provisions under IFRS 9 will be calculatedrees t
exposure at default times the probability of defaul
times the loss given default. For assets in stapés1
calculation will only be based on the coming 12
months, while it for assets in stage 2 will be loase
the expected lifetime of the asset.

For assets where there has been a significantasere
in credit risk, Nordea currently holds provisioresbkd
on a 12 month expected loss, while IFRS 9 will regju
provisions equal to the lifetime expected loss.

When calculating lifetime losses under IFRS 9,
including the staging assessment, the calculation
should be based on probability weighted forward
looking information. Nordea has tentatively decided
apply three macro-economic scenarios to address the
non-linearity in expected credit losses. The défer
scenarios will be used to adjust the relevant patera
for calculating expected losses and a probability
weighted average of the expected losses under each
scenario will be recognised as provisions.

It is expected the new requirements will increasal|
loss provisions and decrease equity in the period o
initial application. It is not expected to have any
material impact on large exposures. The impact on
capital adequacy is not possible to determine ias it
expected the Basel committee will issue new rubes f
the transition to IFRS 9, but these are not yetlfiit is
furthermore expected that the long term effectsgon
the transitional rules become obsolete, will beatieg
on capital adequacy, as the reduction in equity is
expected to reduce CET 1 capital. It is however not
expected the full increase in provisions will dese
CET 1 capital as there are mitigating effects, for
instance the current shortfall deduction that are
expected to be reduced when provisions are caémllat
under IFRS 9.
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Impairment calculations under IFRS 9 will require
more experienced credit judgements by the reporting
entities than is required by IAS 39 today and déig
subjectivity is thus introduced. The inclusion of
forward looking information adds complexity and
makes provisions more dependent on management'’s
view of the future economic outlook. It is expecthdt
the impairment calculations under IFRS 9 will bereno
volatile and pro-cyclical than under IAS 39, maidlye
to the significant subjectivity applied in the faamd
looking scenarios.

Hedge accounting

The main change to the general hedge accounting
requirements is that the standard aligns hedge
accounting more closely with the risk management
activities. As Nordea generally uses macro (pddjol
hedge accounting Nordea’'s assessment is that the ne
requirements will not have any significant impact o
Nordea’s financial statements, capital adequacgela
exposures, risk management or alternative perfocean
measures in the period of initial application.

Nordea’s tentative conclusion is to continue ughneg
IAS 39 hedge accounting requirements also afte6SIFR
9 has been implemented, but that remains to be
confirmed.

IFRS 15 “Revenue from Contracts with Customers”
The IASB published the new standard, IFRS 15
“Revenue from Contracts with Customers” in 2014.
Clarifications to the standard were published imilAp
2016. The new standard outlines a single
comprehensive model of accounting for revenue
arising from contracts with customers and supersede
current revenue recognition standards and
interpretations within IFRS, such as IAS 18
“Revenue”. The new standard is effective for annual
periods beginning on or after 1 January 2018, with
earlier application permitted. The standard was
endorsed by the EU-commission in 2016 and the
clarifications are expected to be endorsed in 2017.
Nordea does not currently intend to early adopt the
standard. The standard does not apply to financial
instruments, insurance contracts or lease contracts
Nordea has not finalised the investigation of thpact
on the financial statements but the current assassm
is that the new standard will not have any sigaiiic
impact on Nordea'’s financial statements, capital
adequacy, or large exposures in the period ofiniti
application.
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Amendments to IFRS 10 and IAS 28 “Sale or
Contribution of Assets between an Investor and its
Associate or Joint Venture”

The IASB has amended the requirements in IFRS 10
and IAS 28 regarding sales and contribution oftasse
between an investor and its associated undertaking
joint venture due to inconsistent treatment of gaind
losses of such transactions in those standards. The
IASB has thereafter proposed to defer indefinitbly
effective date and permit earlier application. The
amendments are not yet endorsed by the EU
commission. Nordea does not currently intend ttyear
adopt the amendments. The new requirements are not
expected to have any effect on Nordea’s financial
statements, capital adequacy, or large exposutbe in
period of initial application as the new requiretisen
are in line with Nordea’s current accounting p@gi

IFRS 16 * Leases”

The IASB has published the new standard, IFRS 16
“Leases”. The new standard changes the accounting
requirements for lessees. All leases (except fortsh
term- and small ticket leases) should be accouted
on the balance sheet of the lessee as a righetthas
asset and a corresponding liability, and the lease
payments should be recognised as amortisation and
interest expense. The accounting requirements for
lessors are unchanged. Additional disclosureslace a
required. The new standard is effective for annual
periods beginning on or after 1 January 2019 and
earlier application is permitted. The amendmergs ar
expected to be endorsed by the EU-commission in
2017. Nordea does not currently intend to earlypado
the amendments. Nordea’s current assessment is that
the new standard will change the accounting of
property leases which mainly affects Nordea’s bedan
sheet.

Other changes in IFRS

The IASB has published the following new or amended
standards that are assessed to have no significant
impact on Nordea'’s financial statement, capital
adequacy or large exposures in the period of Initia
application:

* Amendments to IFRS 4 “Applying IFRS 9
Financial Instruments with IFRS 4 Insurance
Contracts”,

 Amendment to IAS 12 “Recognition of Deferred
Tax Assets for Unrealised Losses”,

« Amendments to IAS 7: "Disclosure Initiative”,

« Amendments to IFRS 2: “Classification and
Measurement of Share based Payment
Transactions.
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4. Critical judgements and estimation
uncertainty

The preparation of financial statements in accozdan
with generally accepted accounting principles respji

in some cases, the use of judgements and estilmates
management. Actual outcome can later, to some gxten
differ from the estimates and the assumptions made.
this section a description is made of:

e the sources of estimation uncertainty at the end of
the reporting period, that have a significant ok
resulting in a material adjustment to the carrying
amount of assets and liabilities within the next
financial year, and

« the judgements made when applying accounting
policies (apart from those involving estimations)
that have the most significant effect on the
amounts recognised in the financial statements.

Critical judgements and estimates are in particular
associated with:

e the fair value measurement of certain financial
instruments

« the impairment testing of loans to the public/credi
institutions

» the effectiveness testing of cash flow hedges

» the actuarial calculations of pension liabilitiesla
plan assets related to employees

» the classification of leases

» the classification of additional tier 1 instruments

e assessing control for consolidation purposes

» the translations of assets and liabilities
denominated in foreign currencies

» the valuation of deferred tax assets

e claims in civil lawsuits.

Fair value measurement of certain financial
instruments

Nordea’s accounting policy for determining the fair
value of financial instruments is described in igeci0
“Determination of fair value of financial instruntsh
and Note 38 “Assets and liabilities at fair value”.
Critical judgements that have a significant imparct
the recognised amounts for financial instrumengs ar
exercised when determining fair value of OTC
derivatives and other financial instruments thek la
guoted prices or recently observed market prices.
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Those judgements relate to the following areas:

» The choice of valuation techniques

* The determination of when quoted prices fail to
represent fair value (including the judgement of
whether markets are active)

* The construction of fair value adjustments in order
to incorporate relevant risk factors such as credit
risk, model risk and liquidity risk

* The judgement of which market parameters are
observable.

The critical judgements required when determinaig f
value of financial instruments that lack quoteagsi or

recently observed market prices also introducegh hi

degree of estimation uncertainty.

In all of these instances, decisions are based upon
professional judgement in accordance with Nordea’s
accounting and valuation policies The valuatiorigyol

is governed by the Group Valuation Committee, which
is chaired by the Group CFO.

Sensitivity analysis disclosures covering fair e of
financial instruments with significant unobservable
inputs can be found in Note 38 “Assets and liab#itat
fair value”.

Estimation uncertainty also arises at initial razitign
of financial instruments that are part of largeustural
transactions. Although subsequently not necessarily
held at fair value such instruments are initially
recognised at fair value and as there is normally n
separate transaction price or active market foh suc
individual instruments the fair value has to be
estimated.

Impairment testing of loans to the public/credit
institutions

Nordea’s accounting policy for impairment testirfg o
loans is described in section 13 “Loans to the
public/credit institutions”.

Management is required to exercise critical judgeine
and estimates when calculating loan impairment
allowances on both individually assessed and
collectively assessed loans. For more informatese,
Note 13 “Loans and impairment”.

The most judgemental area is the calculation of
collective impairment allowances. When testing a
group of loans collectively for impairment, judgerhe
has to be exercised when identifying the eventgaand
the observable data that indicate that losses beep
incurred in the group of loans. Nordea monitors its
portfolio through rating migrations and a loss enisn
an event resulting in a negative rating migration.
Assessing the net present value of the cash flows
generated by the customers in the group of loasts al
includes estimation uncertainty. This includesuke
of historical data on probability of default and$o
given default supplemented by acquired experience
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when adjusting the assumptions based on historical
data to reflect the current situation.

Effectiveness testing of cash flow hedges
Nordea’s accounting policies for cash flow hedges a
described in section 9 “Hedge accounting”.

One important judgement in connection to cash flow
hedge accounting is the choice of method used for
effectiveness testing.

Where Nordea applies cash flow hedge accounting the
hedging instruments used are predominantly cross
currency interest rate swaps, which are always aeld
fair value. The currency component is designatea as
cash flow hedge of currency risk and the interest
component as a fair value hedge of interest rake ri
The hypothetical derivative method is used when
measuring the effectiveness of these cash flowdwdg
meaning that the change in a perfect hypothetigaps
is used as proxy for the present value of the cativel
change in expected future cash flows on the hedged
transaction (the currency component). Critical
judgement has to be exercised when defining the
characteristics of the perfect hypothetical swap.

Actuarial calculations of pension liabilities and pan
assets related to employees

Nordea’s accounting policy for post-employment
benefits is described in section 18 “Employee
benefits”.

The defined benefit obligation for major pensioand
is calculated by external actuaries using demoggcaph
assumptions based on the current population. As a
basis for these calculations a number of actuaridl
financial parameters are used.

The estimation of the discount rate is subject to
uncertainty around whether corporate bond markets a
deep enough, of high quality and also in connedtion
the extrapolation of yield curves to relevant mitigs.

In Finland the discount rate is determined with
reference to high-quality corporate bonds. Other
parameters, like assumptions about salary increasgs
inflation, are based on the expected long-term
development of these parameters and also subject to
estimation uncertainty. The main parameters used at
year-end are disclosed in Note 30 “Retirement benef
obligations” together with a description of the
sensitivity to changes in assumptions.

Classification of leases
Nordea'’s accounting policies for leases are desdrib
section 14 “Leasing”.

Critical judgement has to be exercised when clgisgjf
lease contracts. A lease is classified as a finbrase
if it transfers substantially all the risks and ezds
related to ownership. A lease is classified as an
operating lease if it does not transfer substdntil
the risks and rewards related to ownership.
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The central district properties in Finland that tkem
has divested are leased back. The duration okdse|
agreements was initially 3-25 years with renewal
options. The lease agreements include no transfers
ownerships of the assets by the end of the leasg te
nor any economic benefit from appreciation in vadfie
the leased properties. In addition, the lease temot
for the major part of the assets’ economic life.aAs
result, Nordea has classified these leases astojpera
leases. This judgement is a critical judgement lilaata
significant impact on the carrying amounts in the
financial statement.

More information on lease contracts can be found in
Note21 “Leasing”.

Classification of additional tier 1 instruments

NBF has issued perpetual subordinated instruments
where the interest payments to the holders afgeat t
discretion of NBF and non-accumulating. These
instruments also include a requirement for NBFag p
interest if the instruments are no longer alloweté
included in tier 1 capital. If there is a requirerho

pay interest based on the occurrence or non-ogumere
of an uncertain future event that is beyond therobn
of both the issuer and the holder of the instrumiet
instrument shall be classified as a financial ligbi
The inclusion of the subordinated loan in tier pits

is decided by the regulators and is thus beyond the
control of NBF and the holders of the instrumerBAN
classifies the instruments as financial liabilities

Assessing control for consolidation purposes

One decisive variable when assessing if Nordea
controls another entity is whether Nordea is exddee
variability in returns from the investment. For
structured entities where voting rights are not the
dominant factor when determining control, critical
judgement has to be exercised when defining when
Nordea is exposed to significant variability inunets.
Nordea’s critical judgement is that Nordea is ndiyna
exposed to variability in returns when Nordea ree®i
more than 30% of the return produced by the stradtu
entity. This is only relevant for structured erm#i
where Nordea also is the investment manager argd thu
have influence over the return produced by the
structured entity.

Another judgement relating to control is whether
Nordea acts as an agent or as a principal. For unit
linked and other contracts where the
policyholder/depositor decides both the amount and
which assets to invest in, Nordea is considerextt@s
an agent and thus does not have control.
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Judgement also has to be exercised when assefaing i
holding of a significant, but less than majoritigase of
voting rights constitute a so called de facto carand

to what extent potential voting rights need to be
considered in the control assessment. Nordea’s
assessment is that Nordea does currently not dontro
any entities where the share of voting rights iswe
50%.

Translation of assets and liabilities denominatechi
foreign currencies

Nordea'’s accounting policies covering the transfati
of assets and liabilities denominated in foreign
currencies is described in sectiofit8anslation of
assets and liabilities denominated in foreign
currencies”.

Claims in civil lawsuits

Within the framework of the normal business
operations, Nordea faces a humber of claims in civi
lawsuits and disputes, most of which involve rekslty
limited amounts. Presently, none of the currerputiss
are considered likely to have any significant adeer
effect on Nordea or its financial position. Seeadiote
29 “Provisions” and Note 34 “Contingent liabilities

5.  Principles of consolidation

Consolidated entities

The consolidated financial statements include the
accounts of the parent company Nordea Bank Finland
Plc, and those entities that the parent company
controls. Control exists when NBF is exposed to
variability in returns from its investments in ahet
entity and has the ability to affect those retuhmsugh
its power over the other entity. Control is genlgral
achieved when the parent company owns, directly or
indirectly through group undertakings, more than 50
per cent of the voting rights. For entities wheoting
rights does not decide control, see section “Stinect
entities” below.

All group undertakings are consolidated using the
acquisition method. Under the acquisition methbd, t
acquisition is regarded as a transaction whereby th
parent company indirectly acquires the group
undertaking’s assets and assumes its liabilitiels an
contingent liabilities. The group’s acquisition tas
established in a purchase price allocation analirsis
such analysis, the cost of the business combination
the aggregate of the fair values, at the date dfiaxge,
of assets given, liabilities incurred or assumed an
equity instruments issued by the acquirer, in ergha
for the identifiable net assets acquired. Cosisctly
attributable to the business combination are exgukns
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As at the acquisition date NBF recognises the
identifiable assets acquired and the liabilitiesuased
at their acquisition date fair values.

For each business combination NBF measures the non-

controlling interest in the acquired business eitte
fair value or at their proportionate share of thquared
identifiable net assets.

When the aggregate of the consideration transfenred
a business combination and the amount recognised fo
non-controlling interest exceeds the net fair valtie

the identifiable assets, liabilities and contingent
liabilities, the excess is reported as goodwilth
difference is negative, such difference is recogphis
immediately in the income statement.

Equity and net income attributable to non-contngjli
interests are separately disclosed on the baldrest,s
income statement and statement of comprehensive
income.

Intra-group transactions and balances between the
consolidated group undertakings are eliminated.

The group undertakings are included in the
consolidated accounts as from the date on which
control is transferred to NBF and are no longer
consolidated as from the date on which controlegas

In the consolidation process the reporting from the
group undertakings is adjusted to ensure consigtenc
with the IFRS principles applied by Nordea.

Note 18 “Investments in group undertakings” lists t
major group undertakings in the NBF Group.

Investments in associated undertakings

The equity method of accounting is used for assedia
undertakings where the share of voting rights is
between 20 and 50 per cent and/or where NBF has
significant influence. Significant influence is thewer
to participate in the financial and operating decis of
the investee but is not control over those policies
Investments within Nordea’s investment activities,
which are classified as a venture capital orgaioisat
within Nordea, are measured at fair value in
accordance with the rules set out in IAS 28 and 38S
Further information on the equity method is disebbs
in section 6 “Recognition of operating income and
impairment”.

Profits from companies accounted for under thetgqui
method are reported post-taxes in the income
statement. Consequently, the tax expense related to
these profits is not included in the income taxenge
for NBF.

Nordea does generally not have any sales or
contribution of assets to or from associated

undertakings. Other transactions between Nordea and

its associated undertakings are not eliminated.
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Note 19 “Investments in associated undertakingss li
the major associated undertakings in the NBF Group.

Structured entities

A structured entity is an entity created to accashph
narrow and well defined objective where voting tgh
are not the dominant factor in determining control.
Often legal arrangements impose strict limits an th
decision making powers of the management over the
on-going activities of a structured entity. The sam
consolidation requirements apply to these entibes,
as voting rights do not decide whether controltexis
other factors are used to determine control.

Power can exist due to agreements or other types of
influence over a structured entity. Nordea normbig
power over entities sponsored or established by
Nordea. Nordea has created a number of structured
entities to allow clients to invest in assets itedsn

by the structured entity. Some structured entitigsst
in tradable financial instruments, such as shamnds a
bonds (mutual funds). Structured entities can also
invest in structured credit products or acquiretsss
from customers of Nordea, although only one such
structured entity currently exists. Nordea is gatgr
the investment manager and has sole discretiontabou
investments and other administrative decisions and
thus has power over these entities.

Typically, Nordea will receive service and comnigsi
fees in connection with the creation of the strrexdu
entity, or because it acts as investment manager,
custodian or in some other function. Such income is
normally not significant enough to expose Nordea to
variability in returns and will thus not trigger
consolidation. In some structured entities Nordes h
also supplied substantial parts of the fundindin t
form of fund units, loans or credit commitments. In
these structured entities Nordea is exposed to
variability in returns and as the power over these
entities affects the return, these structuredientére
consolidated. Nordea normally considers a share of
more than 30% of the return produced by a strudture
entity to give rise to variability and thus giventiml.
Variability is measured as the sum of fees receavsdl
revaluation of assets held. For unit linked andpth
contracts where the policyholder/depositor decioth b
the amount and which assets to invest in, Nordea is
considered to act as an agent and does thus net hav
control.

Further information about consolidated and
unconsolidated structured entities is discloseuabite
44 “Interests in structured entities”.
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Currency translation of foreign entities

The consolidated financial statements are prepared
euro (EUR), the presentation currency of the parent
company Nordea Bank Finland Plc. The current
method is used when translating the financial
statements of foreign entities into EUR from their
functional currency. The assets and liabilities of
foreign entities have been translated at the afpsin
rates, while items in the income statement and
statement of comprehensive income are translated at
the average exchange rate for the year. The average
exchange rates are calculated based on daily egehan
rates divided by the number of banking days in the
period. Translation differences are accountedrfor i
other comprehensive income and are accumulated in
the translation reserve in equity.

Fair value adjustments arising from the acquisitibn
group undertakings are treated as items in the same
functional currency as the cash generating unit to
which they belong and are also translated at th&irg
rate.

6. Recognition of operating income and
impairment

Net interest income

Interest income and expense are calculated and
recognised based on the effective interest ratbadet
or, if considered appropriate, based on a methaid th
results in an interest income or interest expenaeis
a reasonable approximation of using the effective
interest rate method as basis for the calculafibe.
effective interest includes fees considered torbe a
integral part of the effective interest rate ofrafhcial
instrument (generally fees received as compensation
for risk). The effective interest rate equals thie ithat
discounts the contractual future cash flows to the
carrying amount of the financial asset or financial
liability.

Interest income and expenses from financial
instruments are, with the exceptions describedvinelo
classified as “Net interest income”.

Interest income and interest expense related to all
balance sheet items held at fair value in Markegs a
classified as “Net result from items at fair valie’'the
income statement. Also the interest on the netifighd
of the operations in Markets is recognised onlthes

The interest component in FX swaps, and the interes
paid and received in interest rate swaps plus @iy
accrued interest, is classified as “Net result fitams

at fair value”, apart for derivatives used for hiedg
including economical hedges of Nordea'’s funding,
where such components are classified as “Net isttere
income”.
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Net fee and commission income

Nordea earns commission income from different
services provided to its customers. The recognition
commission income depends on the purpose for which
the fees are received. Fees are either recognésed a
revenue when services are provided or in connetbion
the execution of a significant act. Fees received i
connection to performed services are recognised as
income in the period these services are provided. A
loan syndication fee received as payment for airgng
a loan, as well as other fees received as paynfents
certain acts, are recognised as revenue when thasc
been completed, i.e. when the syndication has been
finalised.

Commission expenses are normally transaction based
and recognised in the period when the services are
received.

Income from issued financial guarantees and exgense
from bought financial guarantees, are amortised ove
the duration of the instruments and classifiedrese"

and commission income” and “Fee and commission
expense” respectively.

Net result from items at fair value

Realised and unrealised gains and losses on fianci
instruments measured at fair value through profit o
loss are recognised in the item “Net result frosmis

at fair value”.

Realised and unrealised gains and losses deriue fro

» Shares/participations and other share-related
instruments

* Interest-bearing securities and other interest-
related instruments

» Other financial instruments, including credit
derivatives as well as commodity
instruments/derivatives

» Foreign exchange gains/losses

* Investment properties, which include realised and
unrealised income, for instance revaluation gains
and losses. This line also includes realised result
from disposals as well as the running property
yield stemming from the holding of investment
properties.

Interest income and interest expense related to all
balance sheet items held at fair value in Markeds a
classified as “Net result from items at fair value’the
income statement. Also the interest on the netifighd
of the operations in Markets is recognised onlthes

Also the ineffective portion of cash flow hedgesnssd|
as recycled gains and losses on financial instrtsnen
classified into the category Available for sale are
recognised in “Net result from items at fair value”
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This item also includes realised gains and losses f
financial instruments measured at amortised cast) s
as interest compensation received and realised
gains/losses on buy-backs of issued own debt.

“Net result from items at fair value” includes also
losses from counterparty risk on instruments clieski
into the category Financial assets at fair valuettgh
profit or loss as well as impairment on instruments
classified into the category Available for sale.
Impairment losses from instruments within other
categories are recognised in the items "Net loasds”
or “Impairment of securities held as financial non-
current assets” (see also the sub-sections "Nat loa
losses” and “Impairment of securities held as faiain
non-current assets” below).

Dividends received are recognised in the income
statement as “Net result from items at fair valaat|
classified as “Shares/participations and othereshar
related instruments” in the note. Income is recegahi
in the period in which the right to receive paymisnt
established.

Profit from companies accounted for under the
equity method

The profit from companies accounted for under the
equity method is defined as the post-acquisiticamgie
in NBF's share of net assets in the associated
undertakings. NBF’s share of items accounted for in
other comprehensive income in the associated
undertakings is accounted for in other comprehensiv
income in NBF. Profits from companies accounted for
under the equity method are, as stated in section 5
“Principles of consolidation”, reported in the ime
statement post-taxes. Consequently the tax expense
related to these profits is excluded from the inedax
expense for NBF.

Fair values are, at acquisition, allocated to the
associated undertaking’s identifiable assets, litads

and contingent liabilities. Any difference between
NBF's share of the fair values of the acquired
identifiable net assets and the purchase price is
goodwill or negative goodwill. Goodwill is included
the carrying amount of the associated undertaking.
Subsequently the investment in the associated
undertaking increases/decreases with NBF’s share of
the post-acquisition change in net assets in the
associated undertaking and decreases through eeceiv
dividends and impairment. An impairment charge can
be reversed in a subsequent period.

Other operating income

Net gains from divestments of shares in group
undertakings and associated undertakings and et ga
on sale of tangible assets as well as other opgrati
income, not related to any other income line, are
generally recognised when it is probable that the
benefits associated with the transaction will fimw
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Nordea and if the significant risks and rewardsehav
been transferred to the buyer (generally when the
transactions are finalised).

Net loan losses

Impairment losses from financial assets classifi¢al
the category Loans and receivables (see section 12
“Financial instruments”), in the items “Loans total
banks”, “Loans to credit institutions” and “Loarsthe
public” on the balance sheet, are reported as ldést
losses” together with losses from financial guazast
Losses are reported net of any collateral and other
credit enhancements. Nordea’s accounting polices f
the calculation of impairment losses on loans @n b
found in section 13 “Loans to the public/credit
institutions”.

Counterparty losses on instruments classifiedtimo
category Financial assets at fair value througffitpmo
loss, including credit derivatives but excludinghs
held at fair value as described above, as well as
impairment on financial assets classified into the
category Available for sale are reported under “Net
result from items at fair value”.

Impairment of securities held as financial non-
current assets

Impairment on investments in interest-bearings
securities, classified into the categories Loars an
receivables or Held to maturity, and on investméants
associated undertakings are classified as “Impaitme
of securities held as financial non-current assetstie
income statement. The policies covering impairnaént
financial assets classified into the categoriesnksaand
receivables and Held to maturity are disclosed in
section 12 “Financial instruments” and section 13
“Loans to the public/credit institutions”.

If observable indicators (loss events) indicaté #m
associated undertaking is impaired, an impairmesit t
is performed to assess whether there is objective
evidence of impairment. The carrying amount of the
investment in the associated undertaking is conapare
with the recoverable amount (higher of value in use
and fair value less cost to sell) and the carrgingpunt
is written down to the recoverable amount if regdir

Impairment losses are reversed if the recoverable
amount increases. The carrying amount is then
increased to the recoverable amount, but canneteeixc
the carrying amount that would have been determined
had no impairment loss been recognised.

7. Recognition and derecognition of financial
instruments on the balance sheet

Derivative instruments, quoted securities and tprei
exchange spot transactions are recognised on and
derecognised (reclassified to the items “Othertasse
or "Other liabilities” on the balance sheet between
trade date and settlement date) from the balareet sh
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on the trade date. Other financial instruments are
recognised on the balance sheet on settlement date.

Financial assets, other than those for which tdade
accounting is applied, are derecognised from the
balance sheet when the contractual rights to thlke ca
flows from the financial asset expire or are transfd
to another party. The rights to the cash flows radlyn
expire or are transferred when the counterpart has
performed by e.g. repaying a loan to Nordea, ie. o
settlement date.

In some cases, Nordea enters into transactionsewher
transfers assets that are recognised on the balance
sheet, but retains either all or a portion of riaksl
rewards from the transferred assets. If all or
substantially all risks and rewards are retainleg, t
transferred assets are not derecognised from the
balance sheet. If Nordea’s counterpart can sell or
repledge the transferred assets, the assets are
reclassified to the item “Financial instrumentsdgjed
as collateral” on the balance sheet. Transferssdta
with retention of all or substantially all riskscan
rewards include e.g. securities lending agreensamds
repurchase agreements.

Financial liabilities are derecognised from theabak
sheet when the liability is extinguished. Normahis
occurs when Nordea performs, for example when
Nordea repays a deposit to the counterpart, i.e. on
settlement date. Financial liabilities under tradée
accounting are generally reclassified to “Other
liabilities” on the balance sheet on trade date.

For further information, see sections “Securities
borrowing and lending agreements” and “Repurchase
and reverse repurchase agreements” within secflon 1
“Financial instruments”, as well as Note 40
“Transferred assets and obtained collaterals”.

8. Translation of assets and liabilities
denominated in foreign currencies

The functional currency of each entity (subsidiary
branch) is decided based upon the primary economic
environment in which the entity operates. The
functional currency of NBF is euro (EUR).

Foreign currency is defined as any currency othan t
the functional currency of the entity. Foreign emgy
transactions are recorded at the exchange rateeon t
date of the transaction. Monetary assets and iliaisil
including foreign exchange trades, currency
denominated cash balances and derivatives are
translated at the exchange rate on the balancé shee
date.

Exchange differences arising on the settlement of
transactions at rates different from those at tite df
the transaction, and unrealised translation diffees
on unsettled foreign currency monetary assets and
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liabilities, are recognised in the income statenietihe
item “Net result from items at fair value”.

9. Hedge accounting

Nordea applies the EU carve out version of IAS@&9 f
portfolio hedges of both assets and liabilitiese HU
carve out macro hedging enables a group of deviegti
(or proportions thereof) to be viewed in combinatio
and be designated as the hedging instrument.dt als
removes some of the limitations in fair value hedge
accounting relating to hedging core deposits arttbrn
hedging strategies.

Nordea uses hedge accounting in order to have a
symmetrical accounting treatment of the changdaiin
value of the hedged item and changes in fair vafue
the hedging instruments as well as to hedge the
exposure to variability in future cash flows and th
exposure to net investments in foreign operations.

There are three forms of hedge accounting:

e Fair value hedge accounting
e Cash flow hedge accounting
e Hedges of net investments

NBF currently applies fair value hedge accounting a
cash flow hedge accounting.

Fair value hedge accounting

Fair value hedge accounting is used when derivative
are hedging changes in fair value of a recognissdta
or liability attributable to a specific risk. Thisk of
changes in fair value of assets and liabilities in
Nordea'’s financial statements originates mainlyrfro
loans, securities and deposits with a fixed intergt®,
causing interest rate risk. Changes in fair vatoenf
derivatives as well as changes in fair value of the
hedged item attributable to the risks being hedged
recognised separately in the income statementin th
item “Net result from items at fair value”. Given a
effective hedge, the two changes in fair value miire
or less balance, meaning the net result is clogerm.
The changes in fair value of the hedged item
attributable to the risks hedged with the derivativ
instrument are reflected in an adjustment to the
carrying amount of the hedged item, which is also
recognised in the income statement. The fair value
change of the hedged items held at amortised o@st i
portfolio hedge of interest rate risks is reported
separately from the portfolio in the item “Fair wal
changes of the hedged items in portfolio hedge of
interest rate risk” on the balance sheet.

Fair value hedge accounting in Nordea is performed
mainly on a portfolio basis. Any ineffectiveness is
recognised in the income statement under the itdat “
result from items at fair value”.
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Hedged items

A hedged item in a fair value hedge can be a
recognised single asset or liability, an unrecagphis
firm commitment, or a portion thereof. The hedged
item can also be a group of assets, liabilitiefiror
commitments with similar risk characteristics. Hedg
items in Nordea consist of both individual assets o
liabilities and portfolios of assets and/or liaties.

Hedging instruments

The hedging instruments used in Nordea are
predominantly interest rate swaps and cross cuyrenc
interest rate swaps, which are always held at/ire.
Cash instruments are only used as hedging instrismen
when hedging currency risk.

Cash flow hedge accounting

Cash flow hedge accounting can be used for the
hedging of exposure to variations in future interes
payments on instruments with variable interestsrate
and for the hedging of currency exposures. Thagort
of the gain or loss on the hedging instrument, ithat
determined to be an effective hedge, is recognised
other comprehensive income and accumulated in the
cash flow hedge reserve in equity. The ineffective
portion of the gain or loss on the hedging instronig
recycled to the item “Net result from items at fair
value” in the income statement.

Gains or losses on hedging instruments recognised i
the cash flow hedge reserve in equity through other
comprehensive income are recycled and recognised in
the income statement in the same period as theededg
item affects profit or loss, normally in the perithcht
interest income or interest expense is recognised.

Hedged items

A hedged item in a cash flow hedge can be highly
probable floating interest rate cash flows from
recognised assets or liabilities or from futurectssr
liabilities. Nordea uses cash flow hedges when imedg
currency risk in future payments of interest and
principal in foreign currency.

Hedging instruments

The hedging instruments used in Nordea are
predominantly cross currency interest rate swaps,
which are always held at fair value, where theenty
component is designated as a cash flow hedge of
currency risk and the interest component as asédire
hedge of interest rate risk.

Hedge effectiveness

The application of hedge accounting requires tligbe
to be highly effective. A hedge is regarded as lgigh
effective if at inception and throughout its litecan be
expected that changes in fair value of the hediged i
as regards the hedged risk can be essentiallyt tffse
changes in fair value of the hedging instrument Th
result should be within a range of 80-125 per cent.
When assessing hedge effectiveness retrospectively
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Nordea measures the fair value of the hedging
instruments and compares the change in fair vdlue o
the hedging instrument to the change in fair value
the hedged item. The effectiveness measurement is
made on a cumulative basis. The hypothetical
derivative method is used when measuring the
effectiveness of cash flow hedges, meaning that the
change in a perfect hypothetical swap is used @sypr
for the present value of the cumulative change in
expected future cash flows from the hedged traisact
(the currency component).

If the hedge relationship does not fulfil the
requirements, hedge accounting is terminated. &or f
value hedges the hedging instrument is reclassified
trading derivative and the change in the fair valtie
the hedged item, up to the point when the hedge
relationship is terminated, is amortised to theine
statement on a straight-line basis over the remgini
maturity of the hedged item.

In cash flow hedges, changes in the unrealisecevafiu
the hedging instrument will prospectively from thet
time it was proven effective be accounted for im th
income statement. The cumulative gain or loss en th
hedging instrument that has been recognised in the
cash flow hedge reserve in equity through other
comprehensive income from the period when the hedge
was effective is reclassified from equity to “Nesult
from items at fair value” in the income statemdmhée
expected transaction no longer is expected to otfcur
the expected transaction no longer is highly prédab
but is still expected to occur, the cumulative gain
loss on the hedging instrument that has been
recognised in other comprehensive income from the
period when the hedge was effective remains inrothe
comprehensive income until the transaction occuis o
no longer expected to occur.

10. Determination of fair value of financial
instruments

Financial assets and liabilities classified inte th
categories Financial assets/liabilities at faitueal
through profit or loss (including derivative
instruments) are recorded at fair value on therfzala
sheet with changes in fair value recognised in the
income statement in the item “Net result from iteahs
fair value”.

Fair value is defined as the price that at the
measurement date would be received to sell an asset
paid to transfer a liability in an orderly transant
between market participants under current market
conditions in the principal market for the asset or
liability or, in the absence of a principal markietthe
most advantageous market for the asset or liability

The existence of published price quotations in@iva
market is the best evidence of fair value and wheg
exist they are used to measure financial assets and

48



financial liabilities. An active market for the as®r
liability is a market in which transactions for thsset
or liability occur with sufficient frequency and haone
to provide pricing information on an on-going basis
The absolute level for liquidity and volume reqdire
for a market to be considered active vary with the
instrument classes. For some classes low price
volatility is seen, also for those instruments vitthe
class where the trade frequency is high. For
instruments in such a class the liquidity requiratee
are lower and, correspondingly, the age limit far t
prices used for establishing fair value is higher.

The trade frequency and volume are monitored
regularly in order to assess if markets are aaiveon-
active.

Nordea is predominantly using published price
guotations to establish fair value for items diseld
under the following balance sheet items:

* Interest-bearing securities
» Shares (listed)
» Derivatives (listed).

If quoted prices for a financial instrument fail to
represent actual and regularly occurring market
transactions or if quoted prices are not availdile,
value is established by using an appropriate viaat
technique. The adequacy of the valuation technique,
including an assessment of whether to use quoted
prices or theoretical prices, is monitored on ailag
basis.

Valuation techniques can range from simple disoedint
cash flow analysis to complex option pricing models
Valuation models are designed to apply observable
market prices and rates as input whenever possibte,
can also make use of unobservable model parameters.
The adequacy of the valuation model is assessed by
measuring its capability to hit market prices. Tikis
done by comparison of calculated prices to relevant
benchmark data, e.g. quoted prices from exchatiges,
counterparty’s valuations, price data from consgnsu
services etc.

Nordea is predominantly using valuation technicioes
establish fair value for items disclosed under the
following balance sheet items:

» Interest-bearing securities (when quoted prices in
an active market are not available)

e Shares (when quoted prices in an active market are

not available)
e Derivatives (OTC-derivatives).
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For financial instruments, where fair value is restied
by a valuation technique, it is investigated whethe
variables used in the valuation model are
predominantly based on data from observable markets
By data from observable markets, Nordea considers
data that can be collected from generally available
external sources and where this data is judged to
represent realistic market prices. If non-observalaita
has a significant impact on the valuation, the
instrument cannot be recognised initially at the fa
value estimated by the valuation technique and any
upfront gains are thereby deferred and amortised
through the income statement over the contracifieal |
of the instrument. The deferred upfront gains are
subsequently released to income if the non-obs&rvab
data becomes observable.

Note 38 “Assets and liabilities at fair value” pides a
breakdown of fair values of financial instruments
measured on the basis of:

» quoted prices in active markets for the same
instrument (level 1),

» valuation technique using observable data (level 2)
and

» valuation technigue using non-observable data
(level 3).

The valuation models applied by Nordea are consiste
with accepted economic methodologies for pricing
financial instruments and incorporate the factbad t
market participants consider when setting a price.

New valuation models are subject to approval by the
Model Risk Committee and all models are reviewed on
a regular basis.

For further information, see Note 38 “Assets and
liabilities at fair value”.

11. Cash and balances with central banks

Cash comprises legal tender and bank notes irgforei
currencies. Balances with central banks consist of
deposits in accounts with central banks and pgatal
systems under government authority, where the
following conditions are fulfilled:

* The central bank or the postal giro system is
domiciled in the country where the institutions is
established

» The balance is readily available at any time.
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12. Financial instruments

Classification of financial instruments
Each financial instrument has been classified ame
of the following categories:

Financial assets:

» Financial assets at fair value through profit @sto
— Held for trading
— Designated at fair value through profit or loss
(fair value option)

* Loans and receivables

e Held to maturity

* Available for sale

Financial liabilities:

» Financial liabilities at fair value through proéit
loss:
— Held for trading
— Designated at fair value through profit or loss
(fair value option)

»  Other financial liabilities

All financial assets and liabilities are initialtyeasured
at fair value. The classification of financial inghents
into different categories forms the basis for haete
instrument is subsequently measured on the balance
sheet and how changes in its value are recognised.
classification of the financial instruments on Neats
balance sheet into different categories is presente
note37 “Classification of financial instruments”.

Financial assets and financial liabilities at fair value
through profit or loss

Financial assets and financial liabilities at fztue
through profit or loss are measured at fair value,
excluding transaction costs. All changes in faiuea
are recognised directly in the income statemettién
item “Net result from items at fair value”.

The category consists of two sub-categories; Haid f
trading and Designated at fair value through piafit
loss (fair value option).

The sub-category Held for trading mainly contains
derivative instruments that are held for trading
purposes, interest-bearing securities and shatbsmwi
Markets and Treasury. It also contains trading
liabilities such as short-selling positions anddieg in
reverse repurchase agreements.

The major parts of the financial assets/liabilities
classified into the category Designated at faiugal
through profit or loss are credit support annexes.
Nordea also applies the fair value option on certai
financial assets and financial liabilities related
Markets. The classification stems from that Marksts
managing and measuring its financial assets and
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liabilities at fair value. Consequently, the matpof
financial assets and financial liabilities in Matkare
classified into the categories Financial assetafttial
liabilities at fair value through profit or loss.

Loans and receivables

Loans and receivables are non-derivative financial
assets, with fixed or determinable payments, thet a
not quoted in an active market. These assets a&d th
impairment are further described in the separatgose
13“Loans to the public/credit institutions”.

Held to maturity

Financial assets that Nordea has chosen to clasgify
the category Held to maturity are non-derivative
financial assets with fixed or determinable payreent
and fixed maturity that Nordea has the positivernnt
and ability to hold to maturity. Financial assets
classified into the category Held to maturity are
initially recognised on the balance sheet at the
acquisition price, including transaction costs.
Subsequent to initial recognition, the instruments
within this category are measured at amortised tost
an amortised cost measurement, the difference betwe
acquisition cost and redemption value is amortised
the income statement over the remaining term usiag
effective interest rate method.

If more than an insignificant amount of the Held to
maturity portfolio is sold or transferred the Hétd
maturity category is tainted, except for if theesat
transfer either occur close to maturity, after
substantially all of the original principal is adicty
collected, or due to an isolated non-recurring even
beyond the control of Nordea.

Nordea assesses at each reporting date whetherisher
any objective evidence that the asset is impalfed.
there is such evidence, an impairment loss is detbr
The loss is calculated as the difference between th
carrying amount and the present value of estimated
future cash flows and is recognised as “Impairnoént
securities held as financial non-current assetshién
income statement. See section 13 “Loans to the
public/credit institutions” for more information dghe
identification and measurement of objective evidenc
of impairment, which is applicable also for intdres
bearings securities classified into the categoriy ke
maturity.

Available for sale

Financial instruments classified into the category
Available for sale are measured at fair value. @ean

in fair values, except for interest, foreign exajp@an
effects and impairment losses, are recognisedeiffitin
value reserve in equity through other comprehensive
income. Interest is recognised in the item “Interes
income” and foreign exchange effects and impairment
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losses in the item “Net result from items at faaftue”
in the income statement.

When an instrument classified into the category
Available for sale is disposed of, the fair valiraeges
that previously have been accumulated in the faliney
reserve (related to Available for sale investmeints)
other comprehensive income are removed from equity
and recognised in the income statement in the item
“Net result from items at fair value”.

Financial assets classified into the category Axdéd
for sale are assessed in order to determine sty foe
impairment losses. If there is objective evidente o
impairment, the accumulated loss that has been
recognised in other comprehensive income is removed
from equity and recognised as “Net result from geah
fair value” in the income statement. The amourthef
accumulated loss that is recycled from equity és th
difference between the asset’s acquisition cost and
current fair value. For equity investments a prgkeh
or significant decline in the fair value, compatedhe
acquisition cost, is considered to be objectivelence
of impairment. Objective evidence of impairment dor
debt instrument is rather connected to a loss event
such as an issuer’s financial difficulty.

Other financial liabilities

Financial liabilities, other than those classifieth the
category Financial liabilities at fair value thrdugrofit
or loss, are measured at amortised cost. Interest o
Other financial liabilities is recognised in therit
“Interest expense” in the income statement.

Hybrid (combined) financial instruments

Hybrid (combined) financial instruments are corisac
containing a host contract and an embedded derévati
instrument. Such combinations arise predominantly
from the issuance of structured debt instrumeintsh s
as issued index-linked bonds.

Index-linked bonds issued by Group Treasury are
considered to be part of the funding activitiese Tlero
coupon bond, is measured at amortised cost. The
embedded derivatives in those instruments are
separated from the host contract and accounteasfor
stand-alone derivatives at fair value, if the ecuiwo
characteristics and risks of the embedded derigatie
not closely related to the economic characteristius
risks of the host contract, and the embedded daréva
meets the definition of a derivative instrument.
Changes in fair values, of the embedded derivatives
are recognised in the income statement in the ‘itden
result from items at fair value”.

Index-linked bonds issued by Markets as part of the
trading portfolio are classified into the categbigid
for trading, and the entire combined instrumengtho
contract together with the embedded derivative, is
measured at fair value through profit or loss. Cjesn
in fair values are recognised in the income staterime
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the item “Net result from items at fair value”. Fra
presentation perspective the host contract is en th
balance sheet presented as “Debt securities in"issu
and the embedded derivative as “Derivatives”.

Securities borrowing and lending agreements
Generally, securities borrowing and securities ilegd
transactions are entered into on a collateralisesisb
Unless the risks and rewards of ownership are
transferred, the securities are not recognised on o
derecognised from the balance sheet. In the cases
where the counterpart is entitled to resell oredge
the securities, the securities are reclassifieti¢o
balance sheet item “Financial instruments pledged a
collateral”.

Securities in securities lending transactions &e a
disclosed in the item “Assets pledged as secunity f
own liabilities”.

Cash collateral advanced (securities borrowingh¢o
counterparts is recognised on the balance sheet as
“Loans to central banks”, “Loans to credit instious”
or as “Loans to the public”. Cash collateral reeéiv
(securities lending) from the counterparts is reneed
on the balance sheet as “Deposits by credit inistiig”
or as “Deposits and borrowings from the public”.

Repurchase and reverse repurchase agreements
Securities delivered under repurchase agreemedts an
securities received under reverse repurchase
agreements are not derecognised from or recogoised
the balance sheet. In the cases where the courtterpa
has the right to resell or repledge the securithes,
securities are reclassified to the balance sheet li
“Financial instruments pledged as collateral”.

Securities delivered under repurchase agreemests ar
also disclosed in the item “Assets pledged as #gcur
for own liabilities”.

Cash received under repurchase agreements is
recognised on the balance sheet as “Deposits bijt cre
institutions” or as “Deposits and borrowings frome t
public”. Cash delivered under reverse repurchase
agreements is recognised on the balance sheet as
“Loans to central banks”, “Loans to credit instious”
or as “Loans to the public”.

Additionally, the sale of securities received inaese
repurchase agreements trigger the recognition of a
trading liability (short sale).

Derivatives

All derivatives are recognised on the balance saeét
measured at fair value. Derivatives with total gosi
fair values, including any accrued interest, are
recognised as assets in the item “Derivatives™en t
asset side. Derivatives with total negative falues,
including any accrued interest, are recognised as
liabilities in the item “Derivatives” on the lialiiy side.
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Realised and unrealised gains and losses from
derivatives are recognised in the income stateinent
the item “Net result from items at fair value”.

Offsetting of financial assets and liabilities

Nordea offsets financial assets and liabilitiegon
balance sheet if there is a legal right to offsethe
ordinary course of business and in case of bankyupt
and if the intent is to settle the items net ofiseahe
asset and settle the liability simultaneously. T$is
generally achieved through the central counterparty
clearing houses that Nordea has agreements with.

Exchanged traded derivatives are generally accdunte
for as settled on a daily basis when cash is paid o
received and the instrument is reset to marketgerm
Derivative assets and liabilities against central
counterparty clearing houses are, as mentionedeabov
generally set off on the balance sheet, but ndt cas
collateral received or paid is generally accourfited
separately as cash collateral paid (asset) orvedei
(liability), which is also the case for cash cadiat

paid or received in bilateral OTC derivative
transactions. Cash collateral paid or received in
bilateral OTC derivative transactions are consetjpen
not offset against the fair value of the derivagive

Issued debt and equity instruments

A financial instrument issued by Nordea is either
classified as a financial liability or equity. &l
financial instruments are classified as a financial
liability if the contractual arrangement results in
Nordea having a present obligation to either delive
cash or another financial asset, or a variable murab
equity instruments to the holder of the instrumént.
this is not the case, the instrument is generally a
equity instrument and classified as equity, net of
transaction costs. Where issued financial instrusmen
contain both liability and equity components, thase
accounted for separately.

13. Loans to the public/credit institutions

Financial instruments classified as “Loans to the
public/credit institutions’lincluding loans to central
banks) on the balance sheet and into the category

Loans and receivables are measured at amortiséd cos

(see also the separate section 7 “Recognition and
derecognition of financial instruments on the batan
sheet” as well as Note 37"Classification of finaci
instruments”).

Nordea monitors loans as described in the separate
section on Risk, Liquidity and Capital management.
Loans attached to individual customers or groups of
customers are identified as impaired if the impaintn
tests indicate an objective evidence of impairment.
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Also interest-bearings securities classified it t
categories Loans and receivables and Held to niyaturi
are held at amortised cost and the descriptiorvbedo
valid also for the identification and measuremdnt o
impairment on these assets. Possible impairmesg$os
on interest-bearing securities classified into the
categories Loans and receivables and Held to nyaturi
are recognised as “Impairment of securities held as
non-current financial assets” in the income statgme

Impairment test of individually assessed loans
Nordea tests all loans for impairment on an indieid
basis. The purpose of the impairment tests isn diut
if the loans have become impaired. As a first gtethe
identification process for impaired loans, Nordea
monitors whether there are indicators of impairment
(loss event) and whether these loss events refiresen
objective evidence of impairment. More informatimm
the identification of loss events can be founchia t
Risk, Liquidity and Capital management section.

Loans that are not individually impaired will be
transferred to a group of loans with similar risk
characteristics for a collective impairment test.

Impairment test of collectively assessed loans
Loans not impaired on an individual basis are
collectively tested for impairment.

These loans are grouped on the basis of similaitcre
risk characteristics that are indicative of thetde®
ability to pay all amounts due according to the
contractual terms. Nordea monitors its portfolio
through rating migrations, the credit decision and
annual review process supplemented by quarteity ris
reviews. Through these processes Nordea identifies
loss events indicating incurred losses in a gréuipss
event is an event resulting in a deterioratiorhef t
expected future cash flows. Only loss events irgzlrr
up to the reporting date are included when perfogmi
the assessment of the group.

The objective for the group assessment process is t
evaluate if there is a need to make a provisiontdue
the fact that a loss event has occurred, whicmbas
yet been identified on an individual basis. Thisiq
between the date when the loss event occurredhend t
date when it is identified on an individual basis i
called “Emergence period”. The impairment remains
related to the group of loans until the losses Hmen
identified on an individual basis. The identificatiof
the loss is made through a default of the engagearen
by other indicators.
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For corporate customers and bank counterparts,edord
uses the existing rating system as a basis when
assessing the credit risk. Nordea uses historaial dn
probability of default to estimate the risk for efault

in a rating class. These loans are rated and gdoupe
mostly based on type of industry and/or sensititaty
certain macro parameters, e.g. dependency toio#@gr
etc.

Personal customers and small corporate customers ar
monitored through scoring models. These are based
mostly on historical data, as default rates and tages
given a default, and experienced judgement perfdrme
by management. Rating and scoring models are
described in more detail in the separate section on
Risk, Liquidity and Capital management.

Impairment loss

If the carrying amount of the loans is higher thiz
sum of the net present value of estimated cashsflow
(discounted with the original effective interedieda
including the fair value of the collaterals andesth
credit enhancements, the difference is the impaitme
loss.

For significant loans that have been individually
identified as impaired the measurement of the
impairment loss is made on an individual basis.

For insignificant loans that have been individually
identified as impaired and for loans not identifad
impaired on an individual basis the measuremettief
impairment loss is measured using a portfolio based
expectation of the future cash flows.

If the impairment loss is not regarded as finad, th
impairment loss is accounted for on an allowance
account representing the accumulated impairment
losses. Changes in the credit risk and accumulated
impairment losses are accounted for as changégin t
allowance account and as "Net loan losses” in the
income statement (see also section 6 “Recognition o
operating income and impairment”).

If the impairment loss is regarded as final, itaported
as a realised loss and the value of the loan and th
related allowance for impairment loss are
derecognised. An impairment loss is regarded as fin
when the obligor is filed for bankruptcy and the
administrator has declared the economic outcome of
the bankruptcy procedure, or when Nordea forgitees i
claims either through a legal based or voluntary
reconstruction or when Nordea, for other reasoasird
it unlikely that the claim will be recovered.

Discount rate

The discount rate used to measure impairment is the
original effective interest rate for loans attachedn
individual customer or, if applicable, to a group o
loans. If considered appropriate, the discountcate
be based on a method that results in an impairthant
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is a reasonable approximation of using the effectiv
interest rate method as basis for the calculation.

Restructured loans

In this context a restructured loan is defined kma
where Nordea has granted concessions to the obligor
due to its deteriorated financial situation and rett@is
concession has resulted in an impairment loss for
Nordea. After a reconstruction the loan is normally
regarded as not impaired if it performs accordmthe
new conditions. Concessions made in reconstructions
are regarded as loan losses unless Nordea retains t
possibility to regain the loan losses incurredthie

event of a recovery the payment is reported as a
recovery of loan losses.

Assets taken over for protection of claims

In a financial reconstruction the creditor may cee
loans to the obligor and in exchange for this cerimn
acquire an asset pledged for the conceded loaaesh
issued by the obligor or other assets. Assets taken
for protection of claims are reported on the same
balance sheet line as similar assets already lyeld b
Nordea. For example a property taken over, not held
for Nordea’s own use, is reported together witheoth
investment properties.

At initial recognition, all assets taken over for
protection of claims are recognised at fair valne the
possible difference between the carrying amouthef
loan and the fair value of the assets taken over is
recognised as “Net loan losses”. The fair valuthef
asset on the date of recognition becomes its ¢ost o
amortised cost value, as applicable. In subsequent
periods, assets taken over for protection of claines
valued in accordance with the valuation princigtas
the appropriate type of asset. Investment proysestie
then measured at fair value. Financial assetsatieat
foreclosed are generally classified into the catiego
Available for sale or Designated at fair value tigb
profit or loss (fair value option) (see section 12
“Financial instruments”) and measured at fair value
Changes in fair values are recognised in other
comprehensive income for assets classified into the
category Available for sale. For assets classifital
the category Designated at fair value through pofi
loss, changes in fair value are recognised inrtberne
statement under the line “Net result from itemfaat
value”.

Any change in value, after the initial recognitiointhe
asset taken over, is presented in the income statem
in line with the Group’s presentation policies fbe
appropriate asset. "Net loan losses” in the income
statement is, after the initial recognition of dsset
taken over, consequently not affected by any
subsequent remeasurement of the asset.
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14. Leasing

NBF as lessor

Finance leases

Nordea’s leasing operations mainly comprise finance
leases. A finance lease is reported as a receifraote
the lessee in the balance sheet item “Loans to the
public” at an amount equal to the net investmenhén
lease. The lease payment, excluding cost of sexvise
recorded as repayment of principal and interesirme
The income allocation is based on a pattern refigct
constant periodic return on the net investment
outstanding in respect of the finance lease.

Operating leases

Assets subject to operating leases on the baldmest s
are reported in accordance with the nature of sisets,
in general as properties and equipment. Leasing
income is recognised as income on a straight-lassb
over the lease term and classified as “Net interest
income”. The depreciation of the leased assets is
calculated on the basis of Nordea’s depreciatidityo
for similar assets and reported as “Depreciation,
amortisation and impairment charges of tangible and
intangible assets” in the income statement.

NBF as lessee

Finance leases

No leases in NBF have been classified as finance
leases.

Operating leases

Operating leases are not recognised on Nordea's
balance sheet. For operating leases the lease p&gyme
are recognised as expenses in the income statement
a straight-line basis over the lease term unlesthan
systematic way better reflects the time pattern of
Nordea’s benefit. The original lease terms normally
range between 3 to 25 years.

Operating leasing is mainly related to office pressi
contracts and office equipment contracts norm#hé¢o
business.

The central district properties in Finland that tkea
has divested are leased back. The duration ofteel
agreements was initially 3-25 years with renewal
options. The lease agreements include no transfers
ownerships of the asset by the end of the leasg ter
nor any economic benefits from appreciation in galu
of the leased properties. In addition, the leasa te
not for the major part of the assets’ economic life
These leases are thus classified as operatingsleHse
rental expense for these premises is recogniséideon
basis of the time-pattern of Nordea’'s economic bene
which differs from the straight-line basis and bett
resembles an ordinary rental arrangement.

Embedded |leases
Agreements can contain a right to use an assetunrr
for a payment, or a series of payments, although th
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agreement is not in the legal form of a leasing rean.
If applicable, these assets are separated from the
contract and accounted for as leased assets.

15. Intangible assets

Intangible assets are identifiable, non-monetasg&s
without physical substance. The assets are under
Nordea'’s control, which means that Nordea has the
power and rights to obtain the future economic bene
flowing from the underlying resource. The intangibl
assets in NBF mainly consist of IT-
development/computer software and customer related
intangible assets.

IT-development/Computer software

Costs associated with maintaining computer software
programs are expensed as incurred. Costs directly
associated with major software development
investments, with the ability to generate future
economic benefits, are recognised as intangibletass
These costs include software development stafécost
and overhead expenditures directly attributable to
preparing the asset for use. Computer softwareded
also acquired software licenses not related to the
function of a tangible asset.

Amortisation is calculated on a straight-line bamsisr
the useful life of the software, generally a perid@®
to 10 years.

Impairment

At each balance sheet date, all intangible asséts w
definite useful lives, including IT-development ¢ak
into use, are reviewed for indications of impairméh
such indications exist, an analysis is performed to
assess whether the carrying amount of the intamgibl
asset is fully recoverable.

The recoverable amount is the higher of fair vééss
costs to disposal and the value in use of the asshe
cash-generating unit, which is defined as the ssall
identifiable group of assets that generates largely
independent cash flows in relation to other asJdts.
value in use is the present value of the cash flows
expected to be realised from the asset or the cash-
generating unit. The cash flows are assessed loaised
the asset or cash-generating unit in its currendlition
and discounted at a rate based on the long-tekm ris
free interest rate plus a risk premium (post tiéxthe
recoverable amount is less than the carrying amaunt
impairment loss is recognised. See Note 20 “Intalegi
assets” for more information on the impairmentibest

16. Properties and equipment

Properties and equipment includes own-used
properties, leasehold improvements, IT equipment,
furniture and other equipment. Items of propertied
equipment are measured at cost less accumulated
depreciation and accumulated impairment losses. The
cost of an item of properties and equipment corapris
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its purchase price, as well as any directly attable
costs of bringing the asset to the working condifior
its intended use. When parts of an item of propanty
equipment have different useful lives, they are
accounted for as separate items.

Properties and equipment is depreciated on a Btraig
line basis over the estimated useful life of theets
The estimates of the useful life of different assee
reassessed on a yearly basis. Below follows thecur
estimates:

* Buildings: 30-75 years

* Equipment: 3-5 years

» Leasehold improvements: Changes within
buildings the shorter of 10 years and the remaining
leasing term. Fixtures installed in leased properti
are depreciated over the shorter of 10—20 years and
the remaining leasing term.

At each balance sheet date, Nordea assesses whether
there is any indication that an item of propertg an
equipment may be impaired. If any such indication
exists, the recoverable amount of the asset imattd

and any impairment loss is recognised.

Impairment losses are reversed if the recoverable
amount increases. The carrying amount is then
increased to the recoverable amount, but canneteeixc
the carrying amount that would have been determined
had no impairment loss been recognised.

17. Taxes

The item “Income tax expense” in the income
statement comprises current- and deferred incorme ta
The income tax expense is recognised in the income
statement, except to the extent the tax effectesl®
items recognised in other comprehensive income or
directly in equity, in which case the tax effect is
recognised in other comprehensive income or intgqui
respectively.

Current tax is the tax expense on the taxable iecom
for the year, using tax rates enacted or subselgtiv
enacted at the reporting date, and any adjustrogakt
payable in respect of previous years.

Deferred tax assets and liabilities are recognissithg
the balance sheet method, for temporary differences
between the carrying amounts of assets and ligisilit
for financial reporting purposes and the amounésius
for taxation purposes. Deferred tax assets are
recognised for the carry forward of unused taxdsss
and unused tax credits. Deferred tax is not recaghi
for temporary differences arising on initial recdgm
of assets or liabilities in a transaction thatas a
business combination and that affects neither
accounting nor taxable profit, nor for differences
relating to investments in group undertakings and
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associated undertakings to the extent that itdbgiole
that they will not reverse in the foreseeable feitur

Deferred tax is measured at the tax rates that are
expected to be applied to the temporary differences
when they reverse, based on the laws that have been
enacted or substantively enacted at the reportg d
Deferred tax assets and liabilities are not distedinA
deferred tax asset is recognised only to the extentt
is probable that future taxable profits will be #afale
against which the temporary differences, tax losses
carry forward and unused tax credits can be utilise
Deferred tax assets are reviewed at each repatéitey
and are reduced to the extent that it is no longer
probable that the related tax benefit will be i

Current tax assets and current tax liabilitiesaifget
when the legal right to offset exists and Nordearids
to either settle the tax asset and the tax ligtilét or
to recover the asset and settle the liability
simultaneously.

Deferred tax assets and deferred tax liabilitiesodfset
if there is a legally enforceable right to offsatrent
tax assets and current tax liabilities

18. Employee benefits

All forms of consideration given by Nordea to its
employees as compensation for services performed ar
employee benefits. Short-term benefits are to bkede
within twelve months after the reporting period whe
the services have been performed. Post-employment
benefits are benefits payable after the termination

the employment. Post-employment benefits in Nordea
consist only of pensions. Termination benefits
normally arise if an employment is terminated befor
the normal retirement date, or if an employee aiscep
an offer of voluntary redundancy.

Short-term benefits

Short term benefits consist mainly of fixed andiatale
salary. Both fixed and variable salaries are expemns
the period when the employees have performed
services to Nordea. Nordea has also issued shaegtba
payment programmes, which are further described in
section 21 “Share-based payment”.

More information can be found in Note 8“Staff cdsts

Post-employment benefits

Pension plans

The companies within Nordea have various pension
plans, consisting of both defined benefit pensiamp
and defined contribution pension plans, reflecting
national practices and conditions in the countwbsre
Nordea operates. The major defined benefit pension
plans are funded schemes covered by assets iropensi
funds/foundations. If the fair value of plan assets
associated with a specific pension plan, is lowant
the gross present value of the defined benefigakibn
determined using the projected unit credit methiogl,
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net amount is recognised as a liability (“Retireten
benefit liabilities”). If not, the net amount isc@gnised
as an asset (“Retirement benefit assets”). Nonddnd
pension plans are recognised as “Retirement benefit
liabilities”.

Most pensions are based on defined contribution
arrangements that hold no pension liability for d&a.
All defined benefit pension plans are closed fowne
employees. Nordea also contributes to public pensio
systems.

Pension costs

Obligations for defined contribution pension plams
recognised as an expense as the employee renders
services to the entity and the contribution payatle
exchange for that service becomes due. Nordea’s net
obligation for defined benefit pension plans is
calculated separately for each plan by estimatieg t
amount of future benefit that employees have earned
for their service in the current and prior periotisat
benefit is discounted to determine its presente/alu
Actuarial calculations including the projected unit
credit method are applied to assess the preseare vél
defined benefit obligations and related costs, thase
several actuarial and financial assumptions (as
disclosed in Note 30“Retirement benefit obligatijns

When establishing the present value of the oblbgati

and the fair value of any plan assets, remeasurtemen
effects may arise as a result of changes in aetuari
assumptions and experience effects (actual outcome
compared to assumptions). The remeasurement effects
are recognised immediately in equity through other
comprehensive income.

When the calculation results in a benefit the redsen
asset is limited to the present value of any future
refunds from the plan or reductions in future
contributions to the plan.

Discount rate in defined benefit pension plans

The discount rate is determined by reference tb hig
quality corporate bonds, where a deep enough market
for such bonds exists. In countries where no such
market exists the discount rate is determined by
reference to government bond yields. In Finland the
discount rate is determined with reference to cateo
bonds.

Termination benefits

As mentioned above termination benefits normally
arise if an employment is terminated before themadr
retirement date, or if an employee accepts an offer
voluntary redundancy. Termination benefits do not
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arise if the employees have to continue performing
services and the termination benefits can be cersidi
to be normal compensation for those services.

Termination benefits are expensed when Nordearas a
obligation to make the payment. An obligation agise
when there is a formal plan committed to on the
appropriate organisational level and when Nordea is
without realistic possibility of withdrawal, which
normally occurs when the plan has been communicated
to the group affected or to their representatives.

Termination benefits can include both short-term
benefits, for instance a number of months’ salang
post-employment benefits, normally in the form of
early retirement. Short-term benefits are classifie
“Salaries and remuneration” and post-employment
benefits as “Pension costs” in Note 8 “Staff costs”

19. Equity

Non-controlling interests

Non-controlling interests comprise the portion ef n
assets of group undertakings not owned directly or
indirectly by Nordea Bank Finland Plc.

For each business combination, NBF measures the
non-controlling interests in the acquiree eithéefiaat
value or at their proportionate share of the aegs
identifiable net assets.

Share premium reserve

The share premium reserve consists of the differenc
between the subscription price and the quota vaflue
the shares in NBF's rights issue. Transaction dosts
connection to the rights issue have been deducted.

Other reserves

In addition to non-restricted reserves, other neser
comprise income and expenses, net after tax effects
which are reported in equity through other
comprehensive income. These reserves include fair
value reserves for cash flow hedges, financialtasse
classified into the category Available for sale and
accumulated remeasurements of defined benefit
pension plans, as well as a reserve for translation
differences.

Retained earnings

Apart from undistributed profits from previous ysar
retained earnings include the equity portion obxet
reserves. Untaxed reserves according to natioted ru
are accounted for as equity net of deferred tax at
prevailing tax rates in the respective country.
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In addition, NBF’s share of the earnings in asdeda
undertakings, after the acquisition date, that hate
been distributed is included in retained earnings.

20. Financial guarantee contracts and credit
commitments

Upon initial recognition, premiums received in isdu
financial guarantee contracts and credit commitsient
are recognised as prepaid income on the balaneg. she
The guarantees and irrevocable credit commitments a
subsequently measured, and recognised as a piovisio
on the balance sheet, at the higher of eitherabeived
fee less amortisation, or an amount calculatetias t
discounted best estimate of the expenditure redudae
settle the present obligation. Changes in proviseme
recognised in the income statement in the item "Net
loan losses”.

Premiums received for financial guarantees are, as
stated in section 6 “Recognition of operating ineom
and impairment”, amortised over the guarantee gderio
and recognised as "Fee and commission income”an th
income statement. Premiums received on credit
commitments are generally amortised over the loan
commitment period. The contractual amounts are
recognised off-balance sheet, financial guararitees
the item “Contingent liabilities” and irrevocabledit
commitments in the item “Commitments”.

21. Share-based payment

Equity-settled programmes

Nordea has annually issued Long Term Incentive
Programmes from 2007 through 2012. Employees
participating in these programmes are granted share
based equity-settled rights, i.e. rights to recesivares
for free or to acquire shares in Nordea at a dicanit
discount compared to the share price at grant daee.
value of such rights is expensed. The expensesiscba
on the estimated fair value of each right at goate.
The total fair value of these rights is determibaded
on the group’s estimate of the number of rights$ tha
will eventually vest, which is reassessed at each
reporting date. The fair value is expensed onaggit-
line basis over the vesting period. The vestingogeis
the period that the employees have to remain wiceer
in Nordea in order for their rights to vest. Market
performance conditions in Performance Share Il are
reflected as a probability adjustment to the ihitia
estimate of fair value at grant date. There is no
adjustment (true-up) for differences between esticha
and actual vesting due to market conditions.
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Social security costs are also allocated over #sting
period. The provision for social security costs is
reassessed on each reporting date to ensure ¢hat th
provision is based on the rights’ fair value at the
reporting date.

For more information see Note 8 “Staff costs”.

Cash-settled programmes

Nordea has to defer payment of variable salarieeun
Nordic FSA’s regulations and general guidelinessas
also the case with the Executive Incentive Programm
(EIP). The deferred amounts are to some extent
indexed using Nordea’s TSR (Total Shareholders’
Return) and these “programmes” are cash-settlagsha
based programmes. These programmes are fully vested
when the payments of variable salaries are injtiall
deferred and the fair value of the obligation is
remeasured on a continuous basis. The remeasuiement
are, together with the related social charges,grised

in the income statement in the item “Net resultrfro

items at fair value”.

For more information see Note 8 “Staff costs”.

22. Related party transactions
NBF defines related parties as:

» Shareholders with significant influence
e Group undertakings

e Associated undertakings

« Key management personnel

e Other related parties.

All transactions with related parties are madeon a
arm’s length basis,apart from loans granted to
employees, see Note 8“Staff costs”.

Shareholders with significant influence
Shareholder with significant influence is the sole
shareholder of NBF that has the power to partieijirat
the financial and operating decisions of NBF buhdb
control those policies. Nordea Bank AB (publ) is
considered having such a power.

Group undertakings

For the definition of group undertakings see seckio
“Principles of consolidation”. Further informatiam

the undertakings included in the NBF Group is found
in Note 18 “Investments in group undertakings”.

Group internal transactions between legal entéres
performed according to arm’s length principles in
conformity with OECD requirements on transfer
pricing. These transactions are eliminated in the
consolidated accounts.
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Associated undertakings
For the definition of Associated undertakings see
section 5 “Principles of consolidation”.

Further information on the associated undertakings
included in the NBF Group is found in Note 19
“Investments in associated undertakings”.

Key management personnel

Key management personnel include the following

positions:

» The Board of Directors of Nordea Bank Finland
Plc and Nordea Bank AB (publ)

» The President of Nordea Bank Finland Plc and the
deputy to the President

» The Group Executive Management (GEM).

For information about compensation, pensions and

other transactions with key management personeel, s
Note 8 “Staff costs”.
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Other related parties

Other related parties comprise close family memteers
individuals in key management personnel. Other
related parties also include companies signifigant!
influenced by key management personnel in the NBF
Group as well as companies significantly influenbgd
close family members to these key management
personnel. Other related parties also include Norde
Pension Foundation.

Information concerning transactions between NBF and
other related parties is found in Note 42 “Relapadity
transactions”.
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Note 2 Segment reporting
Operating segments

Group

Measurement of Operating segments' performance
The measurement principles and allocation betwgenating segments follow the information reportethie Chief Operating Decision Maker
(CODM), as required by IFRS 8. In NBF the CODM basgn defined as Group Executive Management.

Changes in the basis of segmentation

Changes were made to the basis of segmentatiomgdiiné latter part of the year following the demisto divide Retail Banking into two
business areas: Personal Banking and CommercialstnBss Banking. The business area Personal Baimdlugles the household customers
formerly included in Retail Banking and the bussasea Commercial & Business Banking includes tiparate customers formerly included
in Retail Banking. As from the fourth quarter tr@anbusiness areas are included in the reportitiget@€hief Operating Decision Maker
(CODM) and are consequently part of the segmertrtieyg in Note 2. The new business areas are fubtfteken down on operating segments.
Comparative figures have been restated accordingly.

Basis of segmentation

Financial results are presented for the three tmasiness areas Personal Banking, Commercial & BasiBanking and Wholesale Banking,
with further breakdown on operating segments, andhfe operating segment Group Corporate Centteer@iperating segments below the
quantitative thresholds in IFRS 8 are included theD operating segments. Group functions (and eétions) as well as the result that is not
fully allocated to any of the operating segments,shhown separately as reconciling items.

Reportable Operating segments

Personal Banking conducts a full service bankingraipon and offers a wide range of products. Mésdea's largest customer area and serves
household customers in the Nordic markets (Perd8aaking Nordic) as well as the Baltic countriesré®dnal Banking Baltic). Wholesale
Banking provides banking and other financial solusi to large Nordic and international corporatstitational and public companies. The
division Corporate & Institutional Banking is a tmisier oriented organisation serving the largeshaly operating corporates. This division is
also responsible for Nordea's customers withirfitt@ncial sector, and offers single products suefuads and equity products as well as
consulting services within asset allocation andifsales. The division Shipping, & Oil Servicesasponsible for Nordea's customers within the
shipping, offshore and oil services industries pravides tailormade solutions and syndicated loamsctions. Capital Markets unallocated
includes the result in Capital Markets which is allbcated to the main business areas. Group Catg@@entre's main objective is to manage
the Group's funding and to support the managenmehtantrol of the NBF Group. The main income in @r&orporate Centre originates from
Group Treasury.

Commercial & Group Corporate

Personal Banking Business Banking Wholesale Banking Centre
Income statement, EURm 2016 2015 2016 2015 2016 2015 2016 2015
Net interest income 382 454 308 358 117 219 55 32
Net fee and commission income 532 525 205 206 -278 277 -7 -8
Net result from items at fair value 30 38 96 104 198 1,005 36 18
Profit from associated undertakings
accounted for under the equity method 2 2 2 2 - - 9 -
Other income 14 4 9 9 0 0 63 12
Total operating income 960 1,023 620 679 820 947 615 54
Staff costs -205 -202 -122 -128 -113 -118 -71 -60
Other expenses -321 -316 -109 -99 -93 -98 31 69
Depreciation, amortisation and
impairment charges of tangible and
intangible assets -10 -11 -5 -6 -3 -2 -8 -9
Total operating expenses -536 -529 -236 -233 -209 -218 8 -4 0
Profit before loan losses 424 494 384 446 611 729 081 54
Net loan losses -19 -52 -38 -50 -24 -11 - -
Operating profit 405 442 346 396 587 718 108 54
Income tax expense - - - - - - - -
Net profit for the year 405 442 346 396 587 718 108 54
Balance sheet, EURm
Loans to the public 10,905 31,053 20,934 23,853 652, 46,465 21 20
Deposits and borrowings from the
public 23,558 23,291 11,081 10,955 14,782 22,874 518, 4,462
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Note 2 Segment reporting, cont.
Operating segments

Group

Total operating

segments Reconciliation Total Group
Income statement, EURm 2016 2015 2016 2015 2016 2015
Net interest income 862 1,063 3 -10 865 1,053
Net fee and commission income 452 446 -321 -342 131 104
Net result from items at fair value 1,143 1,165 -1 92 1,142 1,257
Profit from associated undertakings
accounted for under the equity method 13 4 0 1 13 5
Other income 86 25 8 41 94 66
Total operating income 2,556 2,703 -311 -218 2,245 2,485
Staff costs -511 -508 -4 -39 -515 -547
Other expenses -492 -444 41 31 -451 -413
Depreciation, amortisation and
impairment charges of tangible and
intangible assets -26 -28 -2 -3 -28 -31
Total operating expenses -1,029 -980 35 -11 -994 -991
Profit before loan losses 1,527 1,723 -276 -229 1,251 1,494
Net loan losses -81 -113 24 21 -57 -92
Operating profit 1,446 1,610 -252 -208 1,194 1,402
Income tax expense - - -232 -347 -232 -347
Net profit for the year 1,446 1,610 -484 -555 69 1,055
Balance sheet, EURmM
Loans to the public 64,513 101,391 98 55 64,611101,447
Deposits and borrowings from the
public 54,939 61,582 414 571 55,352 62,153
Break-down of Personal Banking
Personal Banking Personal Banking Personal Banking Total
Nordic Baltic Othet Personal Banking
Income statement, EURm 2016 2015 2016 2015 2016 2015 2016 2015
Net interest income 364 445 0 2 17 7 382 454
Net fee and commission income 532 524 0 0 0 2 532 25 5
Net result from items at fair value 32 39 - - -2 -1 30 38
Profit from associated undertakings
accounted for under the equity method - - - - 2 1 2 2
Other income 2 2 -2 - 14 2 14 4
Total operating income 930 1,010 -2 2 31 11 960 20
Staff costs -171 -176 0 0 -34 -26 -205 -202
Other expenses -356 -344 0 -1 36 29 -321 -316
Depreciation, amortisation and
impairment charges of tangible and
intangible assets -9 -9 - - -1 -3 -10 -11
Total operating expenses -536 -529 0 -1 1 0 -536 -529
Profit before loan losses 394 481 -2 1 32 11 424 449
Net loan losses -13 -22 1 0 -7 -30 -19 -52
Operating profit 381 459 -1 1 25 -19 405 442
Income tax expense - - - - - - - -
Net profit for the year 381 459 -1 1 25 -19 405 442
Balance sheet, EURmM
Loans to the public 10,898 31,117 6 11 0 -76 10,905 31,053
Deposits and borrowings from the
public 23,557 23,291 - - 0 0 23,558 23,291

* Personal Banking Other includes the areas COO, Products and HR.
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Note 2 Segment reporting, cont.
Break-down of Commercial & Business Banking

Commercial &

Business Banking Total Commercial &

Commercial Banking Business Banking Othet Business Banking
Income statement, EURm 2016 2015 2016 2015 2016 2015 2016 2015
Net interest income 113 130 152 178 43 50 308 358
Net fee and commission income 58 59 133 128 14 20 05 2 206
Net result from items at fair value 64 66 32 38 1 0 96 104
Profit from associated undertakings
accounted for under the equity method - - - - 2 1 2 2
Other income 2 1 0 0 7 8 9 9
Total operating income 237 256 317 344 67 79 620 967
Staff costs -16 -16 -49 -53 -57 -59 -122 -128
Other expenses -47 -54 -101 -102 39 57 -109 -99
Depreciation, amortisation and
impairment charges of tangible and
intangible assets 0 0 -2 -2 -3 -5 -5 -6
Total operating expenses -63 -70 -152 -157 -21 -7 -236 332
Profit before loan losses 174 186 165 187 46 72 384 446
Net loan losses -23 -27 -12 -14 -2 -10 -38 -50
Operating profit 151 159 153 173 44 62 346 396
Income tax expense - - - - - - - -
Net profit for the year 151 159 153 173 44 62 346 298
Balance sheet, EURm
Loans to the public 7,222 7,385 5,715 8,925 7,998 544 20,934 23,853
Deposits and borrowings from the
public 3,501 3,665 7,577 7,287 2 3 11,081 10,955

* Commercial & Business Banking Other includes the areas COO, Transaction Banking, Digital Banking and HR.
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Note 2 Segment reporting, cont.
Break-down of Wholesale Banking

Corporate & Institutional Shipping, Offshore &
Banking Qil Services
Income statement, EURm 2016 2015 2016 2015
Net interest income 102 140 65 82
Net fee and commission income 120 112 12 14
Net result from items at fair value 52 62 14 9
Profit from associated undertakings accounted
for under the equity method - - - -
Other income 0 0 - -
Total operating income 274 314 91 105
Staff costs -6 -7 -4 -4
Other expenses -107 -105 -17 -17
Depreciation, amortisation and impairment
charges of tangible and intangible assets 0 0 0 0
Total operating expenses -113 -112 -21 -21
Profit before loan losses 161 202 70 84
Net loan losses 4 -21 -27 1
Operating profit 165 181 43 85
Income tax expense - - - -
Net profit for the year 165 181 43 85
Balance sheet, EURm
Loans to the public 7,639 8,315 2,870 3,180
Deposits and borrowings from the public 9,708 2,590 796 822
Capital Markets Wholesale Banking Total

unallocated Othef Wholesale Banking
Income statement, EURmM 2016 2015 2016 2015 2016 2015
Net interest income -48 -5 -3 2 117 219
Net fee and commission income -424 -420 14 16 -278 -277
Net result from items at fair value 890 898 25 36 819 1,005
Profit from associated undertakings accounted
for under the equity method - - - - - -
Other income 0 0 0 0 0 0
Total operating income 418 473 36 54 820 947
Staff costs -48 -50 -55 -56 -113 -118
Other expenses 7 6 23 19 -93 -98
Depreciation, amortisation and impairment
charges of tangible and intangible assets 0 0 -3 -2 -3 -2
Total operating expenses -41 -44 -35 -39 -209 -218
Profit before loan losses 377 429 1 15 611 729
Net loan losses - - 0 8 -24 -11
Operating profit 377 429 1 23 587 718
Income tax expense - - - - - -
Net profit for the year 377 429 1 23 587 718
Balance sheet, EURmM
Loans to the public 22,052 34,878 91 93 32,653 68,4
Deposits and borrowings from the public 3,998 9,462 280 0 14,782 22,874
* Allocation on Nordea Group level
2 Wholesale Banking Other includes the areas International Divisions, COO and HR.
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Note 2 Segment reporting, cont.
Reconciliation between total operating segments arfthancial statements

Deposits and

Total operating borrowings from
income Operating profit Loans to the public the public
EURmM 2016 2015 2016 2015 2016 2015 2016 2015
Total Operating segments 2,556 2,703 1,446 1,610 ,5184 101,391 54,939 61,582
Group function’ -311 -218 -252 -208 103 63 415 573
Eliminations - - - - -5 -7 -2 -2
Total 2,245 2,485 1,194 1,402 64,611 101,447 55,352 62,153

* Consists of Group Risk Management, Group Internal Audit, Group Identity & Communications, Group Human Resources, Board of Directors and Group Executive
Management.

Total operating income split on product groups

Group

EURmM 2016 2015
Banking products 1,535 1,605
Capital Markets products 652 829
Savings Products & Asset Management 51 1

Life & Pensions 7 50

Other 0 0

Total 2,245 2,485

Banking products consists of three different pradygees. Account products include account-basedymts, such as lending, deposits, cards
and Netbank services. Transaction products corafistash management as well as trade and projeide services. Financing products
include asset-based financing through leasing,fhirehase and factoring as well as sales to finpadmers such as dealers, vendors and
retailers. Capital Markets products contains finanostruments, or arrangements for financialrimstents, that are available in the financial
market place, including currencies, commoditiesglst and bonds. Savings products & Asset Manageimeoties Investment funds,
Discretionary Management, Portfolio Advice, Equitading and Pension Accounts. Investment Funddisaled product where the fund
company invests in stocks, bonds, derivatives loerostandardised products on behalf of the furidisebiolders. Discretionary Management is a
service providing the management of an investmertfgio on behalf of the customer and Portfolioviak is a service provided to support the
customers' investment decisions. Life & Pensioghidtes life insurance and pension products andcgesrv

Geographical information

Group
Total

operating income Assets
EURM 2016 2015 2016 2015
Sweden 120 152 18,460 21,139
Finland 1,540 1,700 77,864 100,414
Norway 82 108 6,529 7,322
Denmark 246 281 87,381 118,254
Baltic countries 54 54 1,783 1,608
Singapore 45 50 2,498 2,649
United States 142 140 44,260 50,204
Other 16 - - -
Total 2,245 2,485 238,775 301,590

NBF's main geographical market comprises the Nardimtries. Revenues and assets are distribuigebigraphical areas based on the location
of customer operations.
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Note 3 Net interest income

Group Parent company

EURmM 2016 2015 2016 2015
Interest income

Loans to credit institutions 46 81 54 96
Loans to the public 1,117 1,268 829 984
Interest-bearing securities 108 125 108 125
Other interest income 49 58 51 63
Interest income* 1,320 1,532 1,042 1,268

* Of which contingent leasing income amounts to EUR 25m (26). Contingent leasing income in Nordea consists of variable interest rates, excluding the fixed margin. If the
contingent leasing income decreases, there will be an offsetting impact from lower funding expenses.

Interest expense

Deposits by credit institutions -194 -233 -186 -232
Deposits and borrowings from the public -74 -82 -74 -82
Debt securities in issue -331 -381 -331 -381
Subordinated liabilities -27 -28 -27 -28
Other interest expende 171 244 174 245
Interest expense -455 -480 -444 -478
Net interest income 865 1,052 598 790

2The net interest income from derivatives, measured at fair value, related to Nordea Bank Finland's funding. This can have both a positive and negative impact on other interest
expense, for further information see Note 1.

Interest income from financial instruments not nueed at fair value through profit and loss amototSUR 1,212m (1,407) for the Group and
EUR 934m (1,142) for the parent company. Interegerses from financial instruments not measuréaiatalue through profit and loss
amounts to EUR -704m (-725) for the Group and EB®4m (-724) for the parent company.

Interest on impaired loans amounted to an insicguifi portion of interest income.
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Note 4 Net fee and commission income

Group Parent company
EURM 2016 2015 2016 2015
Asset Management commissions 83 85 83 85
- of which income 83 85 83 85
- of which expense - - - -
Life & Pension 7 10 7 10
- of which income 7 10 7 10
- of which expense - - - -
Deposit Products 1 1 1 1
- of which income 1 1 1 1
- of which expense - - - -
Brokerage, securities issues and corporate finance -309 -301 -309 -301
- of which income 82 81 82 81
- of which expense -391 -382 -391 -382
Custody and issuer services 19 20 19 20
- of which income 20 20 20 20
- of which expense -1 0 -1 0
Payments 187 185 193 190
- of which income 204 199 207 200
- of which expense -17 -14 -14 -10
Cards 64 69 35 36
- of which income 103 128 70 94
- of which expense -39 -59 -35 -58
Lending Products 104 96 103 95
- of which income 107 96 103 95
- of which expense -3 0 0 0
Guarantees -16 -53 -13 -51
- of which income 99 105 100 106
- of which expense -115 -158 -113 -157
Other -9 -7 -10 -7
- of which income 35 34 34 34
- of which expense -44 -41 -44 41
Total 131 105 109 78

: Mainly consists of guarantee commission fee paid to Nordea Bank AB (publ)

Fee income, not included in determining the effectinterest rate, from financial assets and liabdinot measured at fair value through profit
or loss amounts to EUR 108m (97) for the GroupBB& 105m (97) for the parent company.

Fee income, not included in determining the effectnterest rate, from fiduciary activities thasu# in the holding or investing of assets on
behalf of customers amounted to EUR 172m (176)HeiGroup and EUR 172m (176) for the parent company
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Note 5 Net result from items at fair value

Group Parent company
EURM 2016 2015 2016 2015
Equity-related instruments 142 163 142 163
Interest-related instruments and foreign exchargesfosses 1,245 1,039 1,244 1,036
Other financial instruments (including credit ararenodities) -243 57 -243 57
Investment properties -2 -2 -2 -2
Total 1,142 1,257 1,141 1,254
Net result from categories of financial instruments
Group Parent company

EURmM 2016 2015 2016 2015
Available for sale assets, realised 39 29 39 29
Financial instruments designated at fair valueubhoprofit or loss 98 85 97 85
Financial instruments held for tradihg 391 336 391 336
Financial instruments under fair value hedge actiogn 3 -6 3 -6
- of which net result on hedging instruments 267 -142 267 -142
- of which net result on hedged items -264 136 -264 136
Financial assets measured at amortised cost 3 2 3 2
Financial liabilities measured at amortised cost 0 - 0 -
Foreign exchange gains/losses excl. currency hedges 610 815 610 812
Other -2 -4 -2 -4
Total 1,142 1,257 1,141 1,254

* Of which amortised deferred day one profits amounted to EUR 11m for 2016 (0) both for the Group and the parent company.

2 Oof which EUR 3m (2) related to instruments classified into the category "Loans and receivables". There was no result related to instruments classified into the category "Held

to maturity” (0).

Note 6 Dividends

Group Parent company
EURM 2016 2015 2016 2015
Investments in group undertakings - - 70 100
Investments in associated undertakings - - 2 1
Total - - 72 101
Note 7 Other operating income

Group Parent company
EURM 2016 2015 2016 2015
Divestment of shares 0 0 -
Income from real estate 1 1 1 1
Sale of tangible and intangible assets 2 4 2
Othet 91 61 91 61
Total 94 66 94 65

* Gain related to Visa Inc.'s acquisition of Visa Europe amounting to EUR 48m in 2016 in the parent company. Additionally EUR 9m is presented on the row "Profit from

associated undertakings accounted for under equity method" in the Group, see note 19.
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Note 8 Staff costs

Group Parent company
EURM 2016 2015 2016 2015
Salaries and remuneration -397 -413 -372 -391
Pension costs (specification below) -63 -67 -60 -64
Social security contributions -25 -25 -23 -23
Allocation to profit-sharing foundation -6 -20 -6 -18
Other staff costs -24 -22 -22 -20
Total -515 -547 -483 -516

* Allocation to profit-sharing 2016 EUR 6m (20) in the Group and EUR 6m (18) in the parent company consisting of a new allocation of EUR 6m (19) in the Group and EUR 6m
(18) in the parent company and an adjustment related to prior years of EUR Om (1) in the Group and EUR Om (0) in the parent company.

Group Parent company
2016 2015 2016 2015
Pension costs:
Defined benefit plans (Note 30) 1 -2 1 -1
Defined contribution plans -64 -65 -61 -63
Total -63 -67 -60 -64

Additional disclosures on remuneration under NordicFSAs' regulation and general guidelines

The qualitative disclosures under these regulatbamsbe found in the separate section on remupsritithe Board of Director's Report of
Nordea, while the quantitative disclosures willdublished in a separate report on Nordea's homegpage.nordea.com) no later than one
week before the Annual General Meeting of Norded®March 2017.

Compensation etc. to the Board of Directors and Psident

As at 31 December 2016, one member of the BoaRirettors was employed by Nordea Bank AB (publ)#sh Branch, one member by
Nordea Bank Danmark A/S, one member by Nordea Bdéhkpubl) and one was external. The monthly feetlfier external Board member,
Carl-Johan Granvik, was 1,250 euros, totalling @6,8uros in 2016 (15,000). The monthly fee for cattem work for Carl-Johan Granvik was
1,000 euros, totalling 12,000 euros in 2016 (12)08@laries, fees, pensions and other staff rektpénses paid to the President in 2016 are
presented below.

Remuneration to the President of Nordea Bank Finlad Plc

GEM
Executive Long Term
Incentive Incentive
Fixed salary Programme Programme Benefits Total
EUR 2016 2016 2016 2016 2016
President of NBF:
Topi Manner 520,016 106,587 56,736 13,740 697,079

There was no pension obligation for the Presidéhtordea Bank Finland Plc at the yearend. The pensbligation for Carl-Johan Granvik
amounted to EUR 4,030,440. The pension obligatorChrl-Johan Granvik is included in the pensiofigaltions of Nordea Bank AB (publ).

Pension obligation for the former Presidents ameditd EUR 9,094,449. The whole amount is incluaetthé pension obligations of Nordea
Bank AB (publ).

Loans granted to the President of Nordea Bank Finkad Plc and members of the Board of Directors of Natea Bank Finland Plc

Loans granted Loans granted
by NBF Paid interest by NBF Paid interest
EUR 2016 2016 2015 2015
President of NBF:
Topi Mannet 267,830 2,089 284,883 2,208
To members of the Board of Directors of NBF 357,762 8,376 372,876 8,524
Total 657,952 10,465 657,759 10,732

* Loans in the balance sheet of Nordea Mortgage Bank Plc
2 Loans in the balance sheet of Nordea Mortgage Bank Plc amounted to EUR 347,868 and interest paid Nordea Mortgage Bank Plc EUR 8,376.
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Note 8 Staff costs, cont.
Loans granted to the President of Nordea Bank Finkad Plc and members of the Board of Directors of Natea Bank Finland Plc

Loans granted Loans granted

by NBF Group Paid interest by NBF Group Paid interest
EUR 2016 2016 2015 2015
President of NBF:
Topi Mannet 267,830 2,089 285,390 2,208
To members of the Board of Directors of NBF 357,762 8,376 375,969 8,524
Total 657,952 10,465 661,359 10,732

* Loans in the balance sheet of Nordea Mortgage Bank Plc
2 Loans in the balance sheet of Nordea Mortgage Bank Plc amounted to EUR 347,868 and interest paid Nordea Mortgage Bank Plc EUR 8,376.

Loans to key management personnel as defined ia Neection 22 amounted to EUR 1,745,930 (2,028 ,@#e Group and EUR 1,745,930
(2,010,080) in the parent company of which 1,713 i#&he balance sheet of Nordea Mortgage BanlafPear-end 2016. Interest income on
these loans amounted to EUR 18,083 (20,974) iGtbep and EUR 18,083 (20,974) in the parent compémyhich EUR 17,973 was interest
paid to Nordea Mortgage Bank Plc.

Loans to other related parties amounted to EUR1I94R (1,473,647) of which EUR 1,398,507 in theahak sheet of Nordea Mortgage Bank
Plc at year-end 2016. Interest on these loans Wi&s 1,333 (10,000). Whole amount was paid to Nofdeetgage Bank Plc.

Terms and conditions regarding loans for key mamege personnel employed by Nordea are decidedciordance with instructions issued by
the Board of Directors of NBF. In Finland the emyae interest rate for loans granted before 1 Sdpte2014 corresponds to Nordea's funding
cost with a margin of 10 basis points up to EUR,800, and 30 basis points on the part that exdeelds400,000. Interest rate for loans
granted as from 1 September 2014 corresponds teldsrfunding cost with a margin of 40 basis paiptso EUR 400,000, and 60 basis points
on the part that exceeds EUR 400,000.

Loans to family members of key management persameefranted on normal market terms, as well asléakey management personnel who
are not employed by Nordea.

Guarantees and other off-balance-sheet commitments
The Group has not pledged any assets or otheterallaor committed to contingent liabilities on bétof any key management personnel or
auditors.

The members of the administrative and controllingrds have no holdings of shares, equity warrantemvertible bonds issued by Nordea
Bank Finland Plc.

Long Term Incentive Programmes

Group
2016 2015

Matching Performance  Performance Matching Performance  Performance
Conditional Rights LTIP 2012 Share Share | Share Il Share Share | Share Il
Outstanding at the beginning of year 37,374 112,122 37,374 205,120 492,358 205,120
Granted 2,712 8,136 2,712 10,527 25,305 10,527
Transfer during the year - - - -5,854 -11,708 -8,85
Forfeited - - - -12,181 -36,012 -12,181
Allotted -10,834 -32,502 -10,834 -160,239 -357,821  -160,239
Outstanding at end of yeaf 29,252 87,756 29,252 37,374 112,122 37,374

- of which currently exercisable - - - - - B

* Granted rights are compensation for dividend on the underlying Nordea share during the year.
2 Allotment of rights have been deferred following retention requirements by the Nordic FSAs. There is no exercise price for the deferred rights.

Parent company

2016 2015

Matching Performance  Performance Matching Performance  Performance
Conditional Rights LTIP 2012 Share Share | Share Il Share Share | Share Il
Outstanding at the beginning of year 35,446 106,339 35,446 199,606 477,925 199,606
Granted 2,572 7,716 2,572 10,231 24,531 10,231
Transfer during the year - - -5,854 -11,708 -5,854
Forfeited - - - -11,799 -34,873 -11,799
Allotted -10,420 -31,260 -10,42( -156,739 -349,536 -156,739
Outstanding at end of yeaf 27,598 82,795 27,598 35,446 106,339 35,446

- of which currently exercisable -

* Granted rights are compensation for dividend on the underlying Nordea share during the year.
2 Allotment of rights have been deferred following retention requirements by the Nordic FSAs. There is no exercise price for the deferred rights.
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Note 8 Staff costs, cont.
Long Term Incentive Programmes

Group
2016 2015
Matching  Performance  Performance Matching  Performance Performance
Rights LTIP 2011 Share Share | Share Il Share Share | Share I
Outstanding at the beginning of year 20,629 34,470 9,282 26,823 44,818 12,070
Granted 1,497 2,501 673 1,443 2,412 649
Allotted -8,191 -13,686 -3,686 -7,637 -12,760 -3,43
Outstanding at end of yeaf 13,935 23,285 6,269 20,629 34,470 9,282
- of which currently exercisable - - - - - -
Parent company
2016 2015
Matching  Performance  Performance Matching ~ Performance Performance
Rights LTIP 2011 Share Share | Share Il Share Share | Share Il
Outstanding at the beginning of year 19,404 32,421 8,731 25,370 42,388 11,416
Granted 1,408 2,352 633 1,365 2,281 614
Allotted -7,862 -13,137 -3,538 -7,331 -12,248 -3,29
Outstanding at end of yeaf 12,950 21,636 5,826 19,404 32,421 8,731
- of which currently exercisable - - - - - -
* Granted rights are compensation for dividend on the underlying Nordea share during the year.
2 Allotment of rights have been deferred following retention requirements by the Nordic FSAs. There is no exercise price for the deferred rights.
Group
2016 2015
Matching  Performance Performance Matching  Performance Performance
Rights LTIP 2010 Share Share | Share Il Share Share | Share I
Outstanding at the beginning of year 9,865 10,424 440 15,345 16,213 6,905
Allotted -5,481 -5,790 -2,465 -5,480 -5,789 -2,465
Outstanding at end of yeat 4,384 4,634 1,975 9,865 10,424 4,440
- of which currently exercisable - - - - - -
Parent company
2016 2015
Matching Performance  Performance Matching Performance Performance
Rights LTIP 2010 Share Share | Share Il Share Share | Share I
Outstanding at the beginning of year 9,865 10,424 440 15,345 16,213 6,905
Allotted -5,481 -5,790 -2,465 -5,480 -5,789 -2,465
Outstanding at end of yeat 4,384 4,634 1,975 9,865 10,424 4,440

- of which currently exercisable - - -

* Allotment of rights have been deferred following retention requirements by the Nordic FSAs. There is no exercise price for the deferred rights.

Participation in the Long-Term Incentive Programr{ieBlPs) requires that the participants take dimehership by investing in Nordea shares.

LTIP 2012
Performance
Matching Share Performance Share Share Il
Ordinary share per right 1.00 1.00 1.00
Exercise price, EUR - - -
Grant date 13 May 2012 13 May 2012 13 May 2012
Vesting period, months 36 36 36
Contractual life, months 36 36 36
Allotment April/May 2015 April/May 2015 April/May 2015
Fair value at grant date, EUR 5,44 5,43 1,97

! The fair value has been recalculated due to dividend during the vesting period which the participants are compensated for through additional Matching and Performance

Shares.
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Note 8 Staff costs, cont.

Conditions and requirements

For each ordinary share the participants lock ithéoLTIPs, they are granted a conditional MatctBhgre to receive ordinary shares based on
continued employment, with certain exemptions, tuedconditional Performance Share | and Il to reeeidditional ordinary shares also based
on fulfilment of certain performance conditions.€ljperformance conditions for Performance Sharenjxize a target growth in risk adjusted
profit per share (RAPPS) or a target in risk-adjdseturn on capital at risk (RAROCAR). Should teported earnings per share (EPS) be
lower than a predetermined level, the participantsnot entitled to exercise any Performance Shaiee performance conditions for
Performance Share Il are market related and comgriswth in total shareholder return (TSR) in corigmn with a peer group's TSR or a
target in RAROCAR and in P/B-ranking compared fiear group. Furthermore the profit for each rightapped.

When the performance conditions are not fulfilledtill, the rights that are no longer exercisaleshown as forfeited in the previous tables,
together with shares forfeited due to participdeasing the Nordea Group. LTIP 2012/2011/2010 ateatiotted in full due to deferral and
retention requirements by the Nordic FSAs.

LTIP 2012
Service condition, Matching Share Employed, with certain exemptions, within the Nad&roup during the three year
/ Performance Share | and Il vesting period.
Performance condition, Average RAROCAR during the period 2012 up to amdliding 2014. Full allotment will
Performance Share | be obtained if the RAROCAR amounts to 17%.

EPS knock out, Performance Share | -

Performance condition, Performance Share I RAROCAR during the period 2012 up to and includ2®j 4 and P/B-ranking year-end
2014 compared to a peer group. Full allotment beéllobtained if the RAROCAR
amounts to 14% and if Nordea's P/B-ranking is 1-5.

Cap The market value of the allotted shares is cappehlet participants' annual salary for
year-end 2011.

Dividend compensation The number of Matching Shares and Performance Shalide adjusted for dividends
on the underlying Nordea share during the vesteripd, as if assuming that each
dividend was used to immediately invest in adddiddordea shares.

Fair value calculations
The fair value is measured through the use of gdigexccepted valuation models with the followingut factors:

LTIP 2012
Weighted average share price, EUR 6.70
Right life, years 3.0
Deduction of expected dividends No
Risk free rate, % Not applicable
Expected volatility, % Not applicable

As the exercise price is zero for LTIP 2012, thiugdnas a limited sensitivity to expected volatibind risk-free interest.

The value of the Performance Share Il is basedarkehrelated conditions and fulfilment of the TSRYROCAR and P/B targets have been
taken into consideration when calculating the tigfatir value at grant. When calculating the imgeat the market conditions it has been
assumed that all possible outcomes have equalgildis. Also the caps in each programme have lialeen into consideration when
calculating the rights’ fair value at grant. Théuastiment to fair value is approximately 2-3% of theighted average share price.
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Note 8 Staff costs, cont.
Expenses for equity-settled share-based payment griammes-

Group  Parent company

EURmM LTIP 2012 LTIP 2012
Total expense during 2016 0.0 0.0
Total expense during 2015 -0.5 -0.4

* All amounts excluding social security contribution.

Cash-settled share-based payment transactions

Nordea operates share-linked deferrals on pasaridble compensation for certain employee categpmdexed with Nordea Total
Shareholder Returns (TSR) and either transferried thfree years or transferred in equal instalmews a three to five year period. Since 2011
Nordea also operates TSR-linked retention on garaidable compensation for certain employee categoDue to that the allocation of
variable compensation is not finally decided durting current year, the deferred amount during #z& in the table below relates to variable
compensation earned the previous year.

In addition Nordea introduced in 2013 the Executhaentive Programme (“EIP”) which aims to strerggtiNordea’s capability to retain and
recruit the best talents. The aim is further tmatate the managers and key employees whose dffawvtsa direct impact on Nordea’s result,
profitability and long term value growth. EIP rewarperformance meeting agreed predetermined tawgeBsoup, business unit and individual
level. The effect on the long term result is tacbasidered when determining the targets. The Edift sbt exceed the fixed salary. EIP shall be
paid in the form of cash and be subject to TSRsatlen, deferral, forfeiture clauses and retentisiper relevant remuneration regulations. The
main part of EIP 2016 is paid no earlier than aut@®20. Participation in the programme is offer@dp to 400 managers and key employees,
except GEM who are instead offered a GEM EIP (frthformation about the GEM EIP can be found & Amnual Report of Nordea Bank

AB (publ)), within the Nordea Group. EIP is offeriedtead of Nordea’s LTIP and VSP for the invitedpdoyees. The allocation of the EIP

2016 is decided during spring 2017, and a resenvati EUR 7m excl. social costs was made in 20186 liothe Group and parent company.
80% of the allocated amount will be subject to TiB&exation.

The table below only includes deferred amountsxadavith Nordea TSR. EIP has been included as 204, when deferred. Further
information regarding all deferred amounts candumél in the separate report on remuneration pudglisim Nordea’s homepage
(www.nordea.com).

Share linked deferrals

Group &arcompany
EURmM 2016 2015 2016 2015
Opening balance 11 4 11 4
Reclassifications 7 3 3
Deferred/earned during the year 3 9 8
TSR indexation during the year -4 0 -4 0
Payments during the yéar 0 -4 0 -4
Translation differences 0 0 0 0
Closing balance 17 11 17 11
* Relates to a reclassification from deferred amounts that are indexed with a fixed rate.
2There have been no adjustments due to forfeitures.
Average number of employees
Group Parent company

2016 2015 2016 2015
Full-time employees 6,813 6,760 6,265 6,227
Part-time employees 513 525 475 487
Total 7,326 7,285 6,740 6,714
Total number of employees (FTEs), end of period 675 6,595 6,025 6,088
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Note 9 Other expenses

Group Parent company
EURM 2016 2015 2016 2015
Information technology -194 -183 -185 -179
Marketing and representation -17 -17 -15 -15
Postage, transportation, telephone and office esgsen -33 -33 -28 -27
Rents, premises and real estate -68 -74 -68 -74
Other -139 -106 -127 -94
Total -451 -413 -423 -389
Auditors' fees

Group Parent company
EURM 2016 2015 2016 2015
PricewaterhouseCoopers
Auditing assignments -1 -1 -1 0
Audit-related services 0 0 0 0
Tax advisory services 0 0 0 0
Other assignments 0 0 0 0
Total -1 -1 -1 -1
Note 10 Depreciation, amortisation and impairment charges of tangible and intangible assets

Group Parent company
EURM 2016 2015 2016 2015
Depreciation/amortisation
Properties and equipment -21 -22 -20 -21
Intangible assets -6 -6 -5 -4
Total -27 -28 -25 -25
Impairment charges
Intangible assets -1 -3 -1 -3
Total -1 -3 -1 -3
Total -28 -31 -26 -28
Nordea Bank Finland Plc - Annual Report 2016 72



Note 11 Net loan losses

Group Parent company
EURmM 2016 2015 2016 2015
Loan losses divided by class
Recoveries on previous realised loan losses - 0 - 0
Provisions 0 - 0
Reversals of previous provisions - -
Loans to credit institutions* 0 0
Realised loan losses -109 -129 -82 -96
Allowances to cover realised loan losses 78 96 75 90
Recoveries on previous realised loan losses 11 14 1 4
Provisions -164 -184 -148 -141
Reversals of previous provisions 128 95 114 85
Loans to the public¢ -56 -108 -40 -58
Provisions -3 3 -3 3
Reversals of previous provisions 2 13 2 13
Off-balance sheet item$ -1 16 -1 16
Net loan losses -57 -92 -41 -42
' See Note 13 Loans and impairment
ZIncluded in Note 29 Provisions in "Guarantees/ commitments".
Key ratios
Group Parent company

2016 2015 2016 2015
Loan loss ratio, basis poifts 9 9 7 4
- of which individual 3 9 1 7
- of which collective 6 0 6 -3

% Net loan losses (annualised) divided by the closing balance of loans to the public (lending).

Nordea Bank AB (publ) has guaranteed part of NEBBiporate exposures and based on the agreemens N losses decreased EUR 24m

in 2016 and EUR 22m in 2015.
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Note 12 Taxes
Income tax expense

Group Parent company
EURmM 2016 2015 2016 2015
Current tax -225 -339 -188 -300
Deferred tax -7 -8 -1 -11
Total -232 -347 -189 -311

For current and deferred tax recognised in Othemprehensive income, see Statement of compreheinsiome.

The tax on the Group’s operating profit differsrfréhe theoretical amount that would arise usingaleate of Finland as follows:

Group Parent company

EURM 2016 2015 2016 2015
Profit before tax 1194 1402 1038 1313
Tax calculated at a tax rate of 20% -239 -281 -208 -262
Other direct taxes 0 0 - -
Tax-exempt income 3 2 14 19
Non-deductible expenses -3 -1 -2 -1
Adjustments relating to prior years 12 -24 12 -24
Not creditable foreign taxes in foreign operations -5 43 - -5 -43
Tax charge -232 -347 -189 -311
Average effective tax rate 19% 25 % 18 % 24 %
Group

Deferred tax assets Deferred tax liabilities
EURM 2016 2015 2016 2015
Deferred tax related to:
Loans to the public 10 22 60 54
Financial instruments - - 9 11
Properties and equipment 1 2 - -
Retirement benefit assets/obligations - - 12 12
Liabilities/provisions 13 13 - -
Netting between deferred tax assets and liabilities -21 -23 -21 -23
Total 3 14 60 54

Parent company

Deferred tax assets

Deferred tax liabilities

EURmM 2016 2015 2016 2015
Deferred tax related to:

Loans to the public 7 19 - -
Financial instruments - - 9 11
Properties and equipment 1 2 - -
Retirement benefit assets/obligations - - 12 11
Liabilities/provisions 13 13 - -
Netting between deferred tax assets and liabilities -21 -22 -21 -22
Total 0 12 - -

There were no unrecognised deferred tax assete iGitoup or in the parent company in 2016 or 2015.

There was no deferred tax relating to temporarfeihces associated with investments in group tizkiags, associated undertakings and joint

ventures.

Deferred income tax assets and liabilities arecoffghen there is a legally enforceable right te@fficurrent tax assets against current tax

liabilities, when the deferred tax income relateshie same fiscal authority.
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Note 13 Loans and impairment

Total
Group Parent company

31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
Loans, not impaired 90,528 132,990 88,022 131,902
Impaired loans 1,320 1,501 1,090 1,330
- servicing 459 646 419 619
- non-servicing 861 855 671 711
Loans before allowances 91,848 134,491 89,112 133,232
Allowances for individually assessed impaired loans -473 -523 -424 -471
- servicing -225 =277 -224 -275
- non-servicing -248 -246 -200 -196
Allowances for collectively assessed impaired loans -122 -104 -78 -62
Allowances -594 -627 -502 -533
Loans, carrying amount 91,254 133,864 88,610 132,699

Central banks and credit institutions

Group Parent company

31 Dec 31 Dec 31 Dec 31 Dec
EURM 2016 2015 2016 2015
Loans, not impaired 26,634 32,417 31,847 38,636
Impaired loans 9 - 9 -
- servicing 9 - 9 -
- hon-servicing - - - -
Loans before allowances 26,643 32,417 31,856 38,636
Allowances for individually assessed impaired loans 0 - 0 -
- servicing 0 - 0 -
- non-servicing - - - -
Allowances for collectively assessed impaired loans - - - -
Allowances - - - -
Loans, carrying amount 26,643 32,417 31,856 38,636

The publi¢
Group Parent company

31 Dec 31 Dec 31 Dec 31 Dec
EURM 2016 2015 2016 2015
Loans, not impaired 63,894 100,573 56,175 93,266
Impaired loans 1,311 1,501 1,081 1,330
- servicing 450 646 410 619
- non-servicing 861 855 671 711
Loans before allowances 65,205 102,074 57,256 94,596
Allowances for individually assessed impaired loans -472 -523 -424 -471
- servicing -225 =277 -224 -275
- non-servicing -248 -246 -201 -196
Allowances for collectively assessed impaired loans -122 -104 -78 -62
Allowances -594 -627 -502 -533
Loans, carrying amount 64,611 101,447 56,754 94,063

! Finance leases, where the Nordea Group is a lessor, are included in Loans to the public, see Note 21 Leasing.
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Note 13 Loans and impairment, cont.

Movements of allowance accounts for impaired loaRs

Total
Group Parent company
Individually  Collectively Individually ~ Collectively
EURmM assessed assessed Total assessed assessed Total
Opening balance at 1 Jan 2016 -523 -104 -627 -471 62- -533
Provisions -83 -81 -164 -75 -73 -148
Reversals of previous provisions 85 43 128 77 37 4 11
Changes through the income statement 2 -38 -36 2 6-3 -34
Allowances used to cover realised loan losses 78 78 75 - 75
Translation differences -29 20 -9 -30 20 -10
Closing balance at 31 Dec 2016 -472 -122 -594 -424 -78 -502
Opening balance at 1 Jan 2015 -516 -119 -635 -464 101 -565
Provisions -116 -68 -184 -102 -39 -141
Reversals of previous provisions 33 62 95 28 57 85
Changes through the income statement -83 -6 -89 -74 18 -56
Allowances used to cover realised loan losses 96 96 89 - 89
Translation differences -20 21 1 -22 21 -1
Closing balance at 31 Dec 2015 -523 -104 -627 -471 -62 -533
Central banks and credit institutions
Group Parent company
Individually ~ Collectively Individually ~ Collectively
EURmM assessed assessed Total assessed assessed Total
Opening balance at 1 Jan 2016 - - - - - -
Provisions 0 - 0 0 - 0
Reversals of previous provisions - - - - - -
Changes through the income statement 0 - 0 0 - 0
Allowances used to cover realised loan losses - - - - - -
Translation differences - 3 3 3 - -
Closing balance at 31 Dec 2016 0 3 0 0 - 0
Opening balance at 1 Jan 2015 - 0 0 - 0 0
Provisions - - - - - -
Reversals of previous provisions - 0 0 - 0 0
Changes through the income statement - 0 0 - 0 0
Allowances used to cover realised loan losses - - - - - -
Translation differences - - -
Closing balance at 31 Dec 2015 - - B - -
The public
Group Parent company
Individually ~ Collectively Individually ~ Collectively
EURmM assessed assessed Total assessed assessed Total
Opening balance at 1 Jan 2016 -523 -104 -627 -471 62- -533
Provisions -83 -81 -164 -75 -73 -148
Reversals of previous provisions 85 43 128 77 37 4 11
Changes through the income statement 2 -38 -36 2 6-3 -34
Allowances used to cover realised loan losses 78 78 75 - 75
Translation differences -29 20 -9 -30 20 -10
Closing balance at 31 Dec 2016 -472 -122 -594 -424 -78 -502
Opening balance at 1 Jan 2015 -516 -119 -635 -464 101 -565
Provisions -116 -68 -184 -102 -39 -141
Reversals of previous provisions 33 62 95 28 57 85
Changes through the income statement -83 -6 -89 -74 18 -56
Allowances used to cover realised loan losses 96 96 89 - 89
Translation differences -20 21 1 -22 21 -1
Closing balance at 31 Dec 2015 -523 -104 -627 -471 -62 -533
2 See Note 11 Net loan losses
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Note 13 Loans and impairment, cont.
Allowances and provisions

Total
Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
Allowances for items in the balance sheet -594 -627 -502 -533
Provisions for off balance sheet itédms -16 -15 -16 -15
Total allowances and provisions -610 -642 -518 -548

Central banks and credit institutions

Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
Allowances for items in the balance sheet 0 - 0 -
Provisions for off balance sheet itéms - - - -
Total allowances and provisions 0 - 0 -
The public
31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
Allowances for items in the balance sheet -594 -627 -502 -533
Provisions for off balance sheet itédms -16 -15 -16 -15
Total allowances and provisions -610 -642 -518 -548
" Included in Note 29 "Provisions" as “Guarantees/commitments”.
Key ratios
Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
2016 2015 2016 2015
Impairment rate, gro4shasis points 144 112 122 100
Impairment rate, n&tbasis points 92 73 75 64
Total allowance rafgbasis points 65 a7 56 40
Allowances in relation to impaired logn&b 36 35 39 35
Total allowances in relation to impaired lo&ri% 45 42 46 40
Non-servicing loans, not impairedEURmM 83 95 58 57
2 Individually assessed impaired loans before allowances divided by total loans before allowances.
3 Individually assessed impaired loans after allowances divided by total loans before allowances.
“ Total allowances divided by total loans before allowances.
® Allowances for individually assessed impaired loans divided by individually assessed impaired loans before allowances.
® Total allowances divided by total impaired loans before allowances.
" Past due loans, not impaired due to future cash flows (included in Loans, not impaired).
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Note 14 Interest-bearing securities

Group Parent company

31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
State and sovereigns 9,780 9,237 9,780 9,237
Municipalities and other public bodies 262 188 262 188
Mortgage institutions 5,407 8,939 5,407 8,939
Other credit institutions 10,580 10,054 10,580 10,054
Corporates 778 1,111 778 1,111
Corporates, sub-investment grade 561 614 561 614
Other 0 0 0 0
Total 27,368 30,143 27,368 30,143

Note 15 Financial instuments pledged as collateral
Financial instruments pledged as collateral

In repurchase transactions and in securities lgnamsactions, non-cash assets are transferregllateral. When the counterpart receiving the
collateral has the right to sell or repledge theetss the assets are reclassified on the balaee¢ tshthe item Financial instruments pledged as

collateral.
Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURM 2016 2015 2016 2015
Interest-bearing securities 4,139 4,627 4,139 4,627
Total 4,139 4,627 4,139 4,627
For information on transferred assets and reveses; see Note 40.
Note 16 Shares
Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURM 2016 2015 2016 2015
Shares 1,017 1,426 1,017 1,425
Shares taken over for protection of claims 0 0 0 0
Fund units, equity related 243 591 243 5901
Fund units, interest related 2 3 2 3
Total 1,262 2,020 1,262 2,019
- of which Financial instruments pledged as cotidtéNote 15) - - - -
Total 1,262 2,020 1,262 2,019
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Note 17 Derivatives and hedge accounting

Group Parent company
Fair valué Total Fair valué Total
nominal nominal
31 Dec 2016, EURm Positive Negative amount Positive Negati amount
Derivatives held for trading
Interest rate derivatives
Interest rate swaps 38,230 35,359 4,904,761 38,230 35,359 4,904,761
FRAs 69 90 761,487 69 90 761,487
Futures and forwards 20 11 117,386 20 11 117,386
Options 10,479 10,351 458,819 10,479 10,351 458,819
Total 48,798 45,811 6,242,453 48,798 45,811 6,242,453
Equity derivatives
Equity swaps 67 68 10,208 67 68 10,208
Futures and forwards 5 2 937 5 2 937
Options 300 609 17,244 300 609 17,244
Total 372 679 28,389 372 679 28,389
Foreign exchange derivatives
Currency and interest rate swaps 16,322 21,586 0068, 16,322 21,586 968,001
Currency forwards 951 659 68,855 951 659 68,855
Options 419 316 41,225 419 316 41,225
Other 10 9 4,281 10 9 4,281
Total 17,702 22,570 1,082,362 17,702 22,570 1,082,362
Credit derivatives
Credit default swaps (CDS) 1,593 1,640 74,476 1,593 1,640 74,476
Total 1,593 1,640 74,476 1,593 1,640 74,476
Commodity derivatives
Swaps 5 5 47 5 5 47
Futures and forwards 0 - 30 0 - 30
Options 2 0 236 2 0 236
Other - - - - - 0
Total 7 5 313 7 5 313
Other derivatives
Swaps - 1 63 0 1 63
Options 19 15 605 19 15 605
Other 4 9 13 4 9 13
Total 23 25 681 23 25 681
Total derivatives held for trading 68,495 70,730 428,674 68,495 70,730 7,428,674
Derivatives used for hedge accounting
Interest rate derivatives 37 132 19,043 37 132 43,0
Foreign exchange derivatives 31 2 230 31 2 230
Total derivatives used for hedge accounting 68 134 19,273 68 134 19,273
- of which cash flow hedges 31 2 230 31 2 230
- of which fair value hedges 37 132 19,043 37 132 9,043
Total derivatives 68,563 70,864 7,447,947 68,563 ,38% 7,447,947
* As at 31 Dec 2016 the netting effect to positive and negative market values of derivatives was EUR 151,796m.
Periods when hedged cash flows are expected to ocand when they are expected to affect the incomé¢agement
Group
Over
31 Dec 2016, EURmM <1 year 1-3 years 3-5 years 5-10 years 10 years
Cash inflows (assets) - - - - -
Cash outflows (liabilities) 4 8 8 23 12,439
Net cash outflows 4 8 8 23 12,439
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Note 17 Derivatives and hedge accounting, cont.

Group Parent company
Fair valué Total Fair valué Total
nominal nominal

31 Dec 2015, EURm Positive Negative amount Positive Negati amount
Derivatives held for trading
Interest rate derivatives
Interest rate swaps 48,585 46,118 4,456,279 48,585 46,118 4,456,279
Futures and forwards 226 291 1,541,648 226 201 11688
Options 10,937 10,333 433,045 10,937 10,333 433,045
Other 12 52 5,349 12 52 5,349
Total 59,760 56,794 6,436,321 59,760 56,794 6,436,321
Equity derivatives
Equity swaps 238 255 13,063 238 255 13,063
Futures and forwards 11 9 865 11 9 865
Options 461 739 23,804 461 739 23,804
Total 710 1,003 37,732 710 1,003 37,732
Foreign exchange derivatives
Currency and interest rate swaps 15,233 22,134 8909, 15,233 22,134 909,849
Currency forwards 1,434 813 83,379 1,434 813 83,379
Options 266 208 28,000 266 208 28,000
Total 16,933 23,155 1,021,228 16,933 23,155 1,021,228
Credit derivatives
Credit default swaps (CDS) 2,305 2,293 92,726 2,305 2,293 92,726
Total 2,305 2,293 92,726 2,305 2,293 92,726
Commodity derivatives
Swaps 16 13 159 16 13 159
Futures and forwards 0 - 25 0 - 25
Options 1 0 303 1 0 303
Total 17 13 487 17 13 487
Other derivatives
Options 15 14 1,379 15 14 1,379
Other 5 10 15 5 10 15
Total 20 24 1,394 20 24 1,394
Total derivatives held for trading 79,745 83,282 389,888 79,745 83,282 7,589,888
Derivatives used for hedge accounting
Interest rate derivatives 733 250 29,920 733 250 9229
Foreign exchange derivatives 79 6 400 79 6 400
Total derivatives used for hedge accounting 812 256 30,320 812 256 30,320
- of which cash flow hedges 30 6 400 30 6 400
- of which fair value hedges 782 250 29,920 782 250 29,920
Total derivatives 80,557 83,538 7,620,208 80,557 , BB 7,620,208

 As at 31 Dec 2015 the netting effect to positive and negative market values of derivatives was EUR 127,466m.

Periods when hedged cash flows are expected to ocend when they are expected to affect the incomeéagement

Group

Over
31 Dec 2015, EURm <1 year 1-3 years 3-5 years 5-10 years 10 years
Cash inflows (assets) - - - - -
Cash outflows (liabilities) - 8 - 116 276
Net cash outflows - 8 - 116 276
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Note 18 Investments in group undertakings
Parent company

31 Dec 31 Dec
EURM 2016 2015
Acquisition value at beginning of year 325 324
Sales during the year -2 -
Translation differences -1 1
Acquisition value at end of year 322 325
Accumulated impairment charges at beginning of year -16 -16
Accumulated impairment charges at end of year -16 -16
Total 306 309

Specification
This specification includes all directly owned gpaundertakings and major group undertakings talitestly owned companies.

Group
Carrying Carrying
amount amount Voting

Number of 2016 2015 power of
31 Dec 2016 shares EURmM EURm holding, % Domicile Business ID
Domestic
Credit institutions
- Nordea Finance Finland Ltd 1,000,000 306 306 @.00.Helsinki 0112305-3
Financial institutions
- Tukirahoitus Oy 672 7 7 100.0  Helsinki 0677131-6
Real estate companies
- Kiinteisté Oy Tampereen Kirkkokatu 7 280 50 50 100.0 Tampere 0819781-3
- Kiinteistd Oy Levytie 6 67 4 4 100.0  Helsinki 2557073-9
- Kiinteisté Oy Tulppatie ¥ 80 6 6 100.0  Helsinki 2557075-5
International
Financial institutions
- Nordea Finance Estonia ['td 60,000 6 6 100.0 Tallinn EE10237140
- Nordea Finance Latvia Ltd 1,100 4 4 100.0 Riga LV40003348054
- Nordea Finance Lithuania Ltd 6,540 4 4 100.0 Vilnius LT111667277
- Nordea Securities Holding (U.K.) 1&d - - 2 - London 01803666
Other subsidiaries included in the consolidated Carrying
financial statements; total assets of less than Number of amount of Total assets
EUR 10m companies shares, EURm EURmM
Real estate companies 4 8 13
Other companies 4 0 65

*Indirect holding through Nordea Finance Finland Ltd, a subsidiary of Nordea Bank Finland Plc.
?Dissolved in 2016.

The parent company of Nordea Bank Finland Plc islsa Bank AB (publ) domiciled in Stockholm, regigiton number 516406-0120. The
Annual Report 2016 of Nordea Bank AB (publ) maydiogn-loaded on the Internet at www.nordea.com arabailable from Nordea Group
Investor Relations, SE 105 71 Stockholm, Sweder.Afmual Report 2016 of the Nordea Group is alsilabie at branches of Nordea Bank
Finland Plc.

No subsidiaries were acquired or merged in 2016edBubsidiaries were sold in 2016.
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Note 19 Investments in associated undertakings

Group Parent company

EURmM 31 Dec 2016 31 Dec 2015 31 Dec 2016 31 Dec 2015
Acquisition value at beginning of year 44 41 37 37
Acquisitions during the year 0 0 - -
Sales during the year -20 - -20 -
Share in earnings 13 4 - -
Dividend received -1 -1 - -
Reclassifications - 0 -9 -
Acquisition value at end of year 36 44 8 37
Accumulated impairment charges at beginning of year -2 -2 -9 -9
Reclassifications - - 9 -
Translation differences 0 0 - -
Accumulated impairment charges at end of year -2 -2 0 -9
Total 34 42 8 28

Group
EURmM 31 Dec 2016
Profit from companies accounted for under the gquigthod 13

* Of which the gain related to VISA Inc's acquisition of VISA Europe amounted to EUR 9m.

Nordea Bank Finland Plc's and Nordea Bank Finlar@i@s associated undertakings' aggregated batfweets and income statements can be
summarised as follows:

EURM 31 Dec 2016 31 Dec 2015
Total assets 138 174
Net profit 13 4
Other comprehensive income - -
Total comprehensive income 13 4

Nordea Bank Finland Plc's and Nordea Bank Finlar@li@s share of contingent liabilities and commitisen favour of associated
undertakings of Nordea Bank Finland Group amounm&UR 35m (23), of which the unused portion of appd overdraft facilities is 20m (3).

Group
Voting

Carrying amount Carrying amount power of
31 Dec 2016 Business ID Domicile 2016, EURmM 2015, EURm holding %
Automatia Pankkiautomaatit Oy 0974651-1 Helsinki 9 9 33.3
NF Fleet Oy 2006935-5 Espoo 8 6 20.0
UAB ALD Automotive, Lithuania 300156575 Vilnius 2 2 25.0
ALD Automotive Eesti AS, Estonia 11094435 Tallin 1 1 25.0
ALD Automotive SIA, Latvia 50003825931 Riga 1 1 @s.
Realia Holding Oy 2106796-8 Helsinki - 20 -
Securus Oy 0742429-5 Helsinki 0 0 35.2
Suomen Luotto-osuuskunta 0201646-0 Helsinki 13 3 .327
Total 34 42
* Realia Holding Oy was sold in 2016.
Parent company

Voting

Carrying amount Carrying amount power of
31 Dec 2016 Business ID Domicile 2016, EURmM 2015, EURm holding %
Automatia Pankkiautomaatit Oy 0974651-1 Helsinki 5 5 33.3
Realia Holding OY 2106796-8 Helsinki - 20 -
Securus Oy 0742429-5 Helsinki 0 0 35.2
Suomen Luotto-osuuskunta 0201646-0 Helsinki 3 3 327.
Total 8 28
! Realia Holding Oy was sold in 2016.
No associated companies were acqulidessolved or merged in 2016.
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Note 20 Intangible assets

Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURM 2016 2015 2016 2015
Computer software 36 36 24 28
Other intangible assets, total 6 8 2 3
Total intangible assets 42 44 26 31
Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec

2016 2015 2016 2015
Movements in computer software
Acquisition value at beginning of year 74 186 68 182
Acquisitions during the year 6 4 2 2
Sales/disposals during the year 0 -116 - -116
Reclassifications 0 - - -
Acquisition value at end of year 80 74 70 68
Accumulated amortisation at beginning of year -35 -79 -37 -82
Amortisation according to plan for the year -5 -4 -5 -4
Accumulated amortisation on sales/disposals duhiag/ear 0 49 - 49
Reclassifications 0 - 0 -
Translation differences 0 -1 - -
Accumulated amortisation at end of year -40 -35 -42 -37
Accumulated impairment charges at beginning of year -3 -65 -3 -65
Accumulated impairment charges on disposals duhiagyear - 65 - 65
Impairment charges during the year -1 -3 -1 -3
Accumulated impairment charges at end of year -4 -3 -4 -3
Total 36 36 24 28

Note 21 Leasing
NBF as a lessor

Finance leases
Nordea Bank Finland Group owns assets leased torness under finance lease agreements. Finanaedgasements are reported as
receivables from the lessee included in "Loansi¢opublic” (see Note 13) at an amount equal tom#ténvestment in the lease. The leased

assets mainly comprise vehicles, machinery and etipgipment.

Reconciliation of gross investments and presentevaf future minimum lease payments:

Group

31 Dec 31 Dec
EURmM 2016 2015
Gross investments 2,819 2,557
Less unearned finance income -90 -106
Net investments in finance leases 2,729 2,451
Less unguaranteed residual values accruing toghefi of the lessor -16 -21
Present value of future minimum lease payments res@ble 2,713 2,430
Accumulated allowance for uncollectible minimumdeaayments receivable 7 8
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Note 21 Leasing, cont.

As of 31 December 2016, the gross investment aadéhinvestment by remaining maturity were distiéld as follows:

Group

31 Dec 2016 31 Dec 2016
EURmM Gross investment  Net investment
2017 948 924
2018 551 533
2019 533 516
2020 396 382
2021 328 315
Later years 63 59
Total 2,819 2,729

Operating leases
Assets subject to operating leases mainly compekeles and other equipment. On the balance shegtare reported as tangible assets.

Under non-cancellable operating leases, the futinémum lease payments receivables are distribasellows:

Group
EURM 31 Dec 2016
2017 1
2018 0
2019 0
2020 0
2021 0
Later years 0
Total 1
NBF as a lessee
Finance leases
Nordea Bank Finland Group has only to a minor exé¢atered into finance lease agreements.
Operating leases
Nordea Bank Finland Group has entered into opeyétiase agreements for premises and office equipmen
Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
Leasing expenses during the year, EURm 2016 2015 16 20 2015
Leasing expenses during the year -53 -57 -53 -57
- of which minimum lease payments -53 -57 -53 -57
- of which contingent rents 0 0 - -
Leasing income during the year regarding subleagmpnts - - - -
Future minimum lease payments under non-canceligi#eating leases amounted to and are distribtéollaws:
Group Parent company
EURM 31 Dec 2016 31 Dec 2016
2017 41 41
2018 21 22
2019 20 20
2020 17 17
2021 11 11
Later years 68 67
Total 178 178
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Note 22 Other assets

Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURM 2016 2015 2016 2015
Claims on securities settlement proceeds 1,136 941 1,136 940
Cash/ margin receivables 14,580 15,285 14,581 15,285
Other 522 789 488 745
Total 16,238 17,015 16,205 16,970
Note 23 Prepaid expenses and accrued income
Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
Accrued interest income 77 87 63 77
Other accrued income 226 330 146 171
Prepaid expenses 13 15 13 15
Total 316 432 222 263
Note 24 Deposits by credit institutions
Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURM 2016 2015 2016 2015
Central banks 7,275 8,680 7,275 8,680
Banks 44,612 60,137 43,100 59,848
Other credit institutions 12,031 9,345 12,170 9,644
Total 63,918 78,162 62,545 78,172
Note 25 Deposits and borrowings from the public
Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
Deposits 51,354 52,690 51,353 52,688
Repurchase agreements 3,998 9,463 3,998 9,462
Total 55,352 62,153 55,351 62,150
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Note 26 Debt securities in issue

Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURM 2016 2015 2016 2015
Certificates of deposit 11,841 18,558 11,841 18,558
Covered bonds - 17,377 - 17,377
Other bonds 6,666 7,472 6,666 7,472
Total 18,507 43,407 18,507 43,407
Note 27 Other liabilities
Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
Liabilities on securities settlement proceeds 931 837 931 837
Sold, not held, securities 7,561 8,519 7,561 8,519
Accounts payable 9 19 10 16
Cash/margin payables 7,578 8,832 7,578 8,831
Other 1,408 1,859 1,216 1,653
Total 17,487 20,066 17,296 19,856
Note 28 Accrued expenses and prepaid income
Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
Accrued interest 3 2 3 1
Other accrued expenses 288 390 247 287
Prepaid income 95 175 18 94
Total 386 567 268 382
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Note 29 Provisions

Group Parent company

31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
Restructuring 43 60 42 59
Guarantees/commitments 16 15 16 15
Tax 0 0 - -
Other 4 6 4 4
Total 63 81 62 78
Group

Guarantees/

EURmM Restructuring commitments Tax Other Total
At the beginning of year 60 15 0 6 81
New provisions made 0 3 - 5
Provisions utilised -11 - - -1 -12
Reversals -6 -2 - -1 -9
Reclassifications - - - -2 -2
Translation differences - - - 0 0
At the end of year 43 16 0 4 63

Provision for restructuring costs amounts to EUR480). Provisions for restructuring costs havenbadised by EUR 11m during 2016. The
majority of the remaining restructuring provisioasvmade in the latter part of 2015 and is reladettie transformational change to a truly
digital bank. Provisions are mainly expected taibed during 2017. As with any other provision theran uncertainty around timing and
amount, which is expected to be decreased asahdgbeing executed

Loan loss provisions for guarantees/commitmentsienteal to EUR 16m.
Other provisions, 4m, refer to the following prawiss: provision for environmental and property-tethobligations of EUR 2m and other

statutory provisions 2m. Other provisions are elgueto be settled in 2017.

Parent company

Guarantees/
EURmM Restructuring commitments Other Total
At beginning of year 59 15 4 78
New provisions made 0 3 2 5
Provisions utilised -11 0 -1 -12
Reversals -6 -2 -1 -9
Translation differences - - 0 0
At the end of year 42 16 4 62

Provision for restructuring costs amounts to EUR429). Provisions for restructuring costs havenbadised by EUR 11m during 2016. The
majority of the remaining restructuring provisioasumade in the latter part of 2015 and is relaigte transformational change to a truly
digital bank. Provisions are mainly expected taibed during 2017. As with any other provision theran uncertainty around timing and
amount, which is expected to be decreased asahdgbeing executed

Loan loss provisions for guarantees and other comenits amounted to EUR 16m.

Other provisions, 4m, refer to the following prawiss: provision for environmental and property-tethobligations of EUR 2m and other
statutory provisions 2m. Other provisions are eigueto be settled in 2017.

Nordea Bank Finland Plc - Annual Report 2016 87



Note 30 Retirement benefit obligations

Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
Defined benefit plans, net 72 86 74 86
Total 72 86 74 86

NBF has various pension plans, which are classif@t as defined benefit plans as well as defimedribution plans. IAS 19 secures that the
pension obligations net of plan assets backingetbbsigations is reflected on the Group's balahees The defined benefit plans in Finland
are closed to new employees and instead, pengiongfv employees are based on defined contribBaP) arrangements. The plans for the
foreign branches are also mainly defined contridsupilans. The existing defined benefit plans irifgm branches are closed to new employees.
Defined contribution plans are not reflected onlibkance sheet except when earned pension rightsrnm yet been paid for.

The plans are structured in accordance with legllations, legislations and local practice andrevagplicable, collective agreements. Plan
assets are generally held in a separate pensidrofuioundation. Minimum funding requirements diffestween plans but generally the

pension obligation measured using local requiremghall be covered in full or with a predetermisacplus.

Characteristics of the Nordea Pension Foundation

The most significant of the Finnish plans is thedéa Pension Foundation. Nordea Pension Foundaitioris a final salary and service based
pension plan providing pension benefits on tophefdtatutory systems. The employer has promisedtaire level of benefit after retirement to

a certain group of employees within the plan. Rlageration is managed by the Board of Membersbbaed consists of both employers’ and
employees’ representatives. The Board of Membesshmed a managing director to take care of regiplarations in the foundation.

The plan exposes the employer to certain riskbelfreturn of foundation’s assets is not enougtot@r the increment of liability and benefit
payments over the financial year then the emplaymds the deficit with contributions. The presealue of the defined benefit liability is
calculated using a discount rate determined byeafe to high quality bond yields. A decrease endbrporate bond yields increases the
liabilities along with increment of plan’s benefibligation calculated according to IAS 19. Howegit of increment of obligation is offset by
asset increment along with the increment of plaoisd holdings. Asset volatility may also impact N&Ehough basically the distribution of
assets to different asset classes is strictly @idthy authorities so significant concentratiok dannot be borne. The plan’s benefits in payment
are tied to the TyEL-index which depends on inflat{80 %) and common salary index (20 %). High#afion increases the TyEL-index

which leads to an increase in liabilities. Highwidtion causes extra challenges to investmentitie§ from which the employer in the last
resort is responsible. The present value of thmeéfbenefit plan liability is calculated by refeece to the best estimate of the mortality of plan
participants both during and after their employmémt increase in life expectancy of the plan pgtiats will increase the plan’s liability.

No significant plan amendments, curtailments atileseents have been made during the year.

IAS 19 pension calculations and assumptions

Calculations on major plans are performed by eztdiability calculators and are based on the a@bassumptions.

Assumption$ Finland
2016

Discount raté 1.56%
Salary increase 1.75%
Inflation 1.25%
Mortality New TyEL mortality
Increase in income base amount 1.70%
2015

Discount raté 2.14%
Salary increase 1.75%
Inflation 1.25%
Mortality New TyEL mortality
Increase in income base amount 1.70%

' The assumptions disclosed for 2016 have an impact on the liability calculation by year-end 2016, while the assumptions disclosed for 2015 are used for calculating the

pension expense in 2016.

2 More information on the discount rate can be found in Note 1, section 18. The sensitivities to changes in the discount rate can be found in the table on the next page.
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Note 30 Retirement benefit obligation, cont.

Group Parent company

Sensitivities - Impact on Defined Benefit Obligatio

(DBO) 2016 2015 2016 2015
Discount rate - Increase 50bps -6.9% -6.8% -6.8% -6.7%
Discount rate - Decrease 50bps 7.6 % 7.6 % 7.6 % 7.6%
Salary increase - Increase 50bps 0.4% 0.4% 0.4% 0.4%
Salary increase - Decrease 50bps -0.4% -0.4% -0.4% -0.4%
Inflation - Increase 50bps 4.6% 4.2% 4.6% 4.2%
Inflation - Decrease 50bps -4.3% -3.9% -4.3% -3.9%
Mortality - Increase 1 year 2.9% 2.6% 2.9% 2.7%
Mortality - Decrease 1 year -2.7% -2.6% -2.8% -2.6%

The sensitivity analyses are prepared by changirgastuarial assumption while keeping the otharraptions unchanged. This is a simplified
approach since the actuarial assumptions usualg@related. However, it enables the reader tatsone effect from another. The method
used for calculating the impact on the obligat®thie same as when calculating the obligation ateduor in the financial statements.
Compared with the 2015 Annual Report there have beechanges in the methods used when preparirggtisitivity analyses.

Net retirement benefit liabilities/assets

Group Parent company
EURM 2016 2015 2016 2015
Obligations 889 871 874 857
Plan assets 961 957 948 943
Net liability(-)/asset (+) 72 86 74 86
- of which retirement benefit liabilities 6 4 4
- of which retirement benefit assets 78 90 78 90
Movements in the obligation
Group Parent company

EURM 2016 2015 2016 2015
Opening balance 871 948 857 934
Current service cost 2 2 2 2
Interest cost 19 20 18 20
Pensions paid -43 -42 -42 -41
Past service cost -1 1 -1 1
Settlements 0 0 0 0
Remeasurement from changes in demographic assumaptio - -32 - -32
Remeasurement from changes in financial assumptions 73 -24 71 -23
Remeasurement from experience adjustments -11 -11 10 -11
Translation differences -21 9 -21 7
Closing balance 889 871 874 857

The average duration of the obligation is 15 y€&ar3 both in the Group and the parent company.dihiation is based on discounted cash
flows. The fact that the main part of the defineddfit plans are closed for new entrants leadddaer duration.
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Note 30 Retirement benefit obligations, cont.
Movements in the fair value of plan assets

Group Parent company
EURM 2016 2015 2016 2015
Opening balance 957 946 943 934
Interest income (calculated using the discounf rate 20 20 20 20
Pensions paid -43 -42 -42 -41
Settlements - 2 - 2
Contributions by employer 3 -1 3 -1
Remeasurement (actual return less interest income) 45 24 46 23
Administrative expenses 0 0 0 0
Translation differences -22 8 -22 6
Closing balance 960 957 948 943

Asset composition
The combined return on assets in 2016 was 7% (@ .abset return was driven by a positive retualliasset classes hereunder equities, bonds,
credit investments and real estate. At the endef/ear, the equity exposure in pension founda#presented 25% (29) of total assets.

Asset composition in funded schemes, % 2016 2015
Bonds 59 % 54 %
- sovereign 40 % 37 %
- covered bonds - -

- corporate bonds 19 % 17 %
- issued by Nordea entities - -

- with quoted market price in an active market 59 % 54 %
Equity 25 % 29 %
- domestic 7% 8 %
- European 7% 8 %
-US 7% 7%
--emerging 4% 5%
- Nordea shares 0% 0%
- with quoted market price in an active market 25% 29 %
Real Estate 12 % 10 %
- occupied by Nordea 4% 3%
Cash and cash equivalents 4% 7%

' The geographical location of the real estate follows the geographical location of the relevant pension plan.

Both the Group and the parent company is expeotedritribute only a minor amount to its defineddférplans in 2017.

Defined benefit pension cost

The total net pension cost related to defined biepleins recognised in the Group's income staterfaanstaff costs) for the year 2016 is EUR
1m positive (expenses 1m). In the parent compamgtsne statement the respective impact was EURdSitiye (expenses 1m) in 2016.

Total pension costs comprise defined benefit pensists as well as costs related to defined carttoib plans (see specification in Note 8).

Group Parent company

Recognised in the income statement, EURm 2016 2015 2016 2015
Current service cost 2 3 2 2
Net interest -2 0 -2 0
Past service cost -1 1 -1 1
Settlements 0 -2 0 -2
Administrative expenses 0 0 0

Pension cost on defined benefit plans (expense+¢came-) -1 2 -1 1

Except past service cost, the pension cost iméMiith what was expected at the start of the year.
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Note 30 Retirement benefit obligations, cont.

Group Parent company
Recognised in other comprehensive income, EURm 2016 2015 2016 2015
Remeasurement from changes in demographic assumaptio - -32 - -32
Remeasurement from changes in financial assumptions 73 -24 71 -23
Remeasurement from experience adjustments -11 -11 10 -11
Remeasurement of plan assets (actual return lesgshincome) -45 -24 -4 -23
Pension cost on defined benefit plans (expense+came-) 17 -91 15 -89

Group Parent company
Net retirement benefit asset/liability 2016 2015 2016 2015
Opening balance -86 2 -85 1
Pension cost in the income statement -1 2 -1 1
Remeasurements in other comprehensive income 17 -91 15 -89
Contributions by employer -3 1 -3 1
Translation differences 1 0 0 1
Closing balance -72 -86 -74 -85

Key management personnel

As at 31 December 2016, members off the Board afdbors of Nordea Bank Finland Plc as well as tresiBlent of Nordea Bank Finland Plc,
were employed by Nordea, except for the one exteneanber Carl-Johan Granvik.

Information on salaries, loans and pension liaégitegarding members of the Board and the Presisipresented in Note 8.

Note 31 Subordinated liabilities

Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
Undated subordinated debenture loans 82 78 82 78
Hybrid capital loans 550 550 550 550
Total 632 628 632 628

These debenture loans are subordinated to othéities. Dated debenture loans entitle the leriddgrayment before undated subordinated
loans and hybrid capital loans. Within each respecategory, the loans entitle lenders to equgineant rights.

Group and parent company

On 31 December 2016 loans - with terms specifiéovbe exceeded 10% of the total outstanding volume.

Year of issue/

Carrying amount,

Interest rate

Issued by maturity Nominal value EURmM (coupon)
Nordea Bank Finland Pic 1999/undated MJPY 10,000 82 4.51%
Floating 3-month EURIBOR
Nordea Bank Finland Plc 2014/30 Sep 2019 MEUR 550 550 +4.34%
* Call date 26 February 2029
2 Call date 30 September 2019
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Note 32 Assets pledged as security for own liabili  ties

Group Parent company

31 Dec 31 Dec 31 Dec 31 Dec
EURM 2016 2015 2016 2015
Assets pledged for own liabilities
Securities ett 4,139 4,627 4,139 4,627
Loans to the public - 20,731 - 20,730
Other pledged assets 15,033 15,574 15,033 15,574
Total 19,172 40,932 19,172 40,931
The above pledges pertain to the following liabilies
Deposits by credit institutions 1,648 2,706 1,648 2,706
Deposits and borrowings from the public 2,491 1,921 2,491 1,921
Derivatives 14,581 15,285 14,581 15,285
Debt securities in issue - 17,378 - 17,377
Other liabilities and commitments 355 260 355 260
Total 19,075 37,550 19,075 37,549

*Relates only to securities recognised on the balance sheet. Securities borrowed or bought under reverse repurchase agreements are not recognised on the balance sheet
and thus not included in the amount. Such transactions are disclosed in Note 40 Transferred assets and obtained collaterals.

Assets pledged for own liabilities contain secastpledged as security in repurchase agreemerin aedurities lending. The transactions are
conducted under standard agreements employed dnycied markets participants. Counterparts in thizgsactions are credit institutions and
the public. The transactions are typically shamntevith maturity within three months.

Loans to the public which had been registered Bateral for issued Finnish covered bonds (EUR 207 in 2015) were transferred to Nordea
Mortgage Bank as part of the demerger on 1 Oct®b&6. Respectively, covered bonds (EUR 17,377nDibPwere transferred to Nordea
Mortgage Bank.

Note 33 Other assets pledged

Other assets pledged are mainly related to seesisithich includes interest-bearing securities meddas securities for payment settlements
within the central banks and clearing instituti&@$R 4,085 m (4,792). The terms and conditions requiy to day securities and relate to
liquidity intraday/over night. Collateral pledged behalf of other items other than the company’s labilities, e.g. on behalf of a third party
or on behalf of the company’s own contingent liibg are also accounted for under this item.

Note 34 Contingent liabilities

Group Parent company

31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
Guarantees
Loan guarantees 16,551 1,415 16,701 1,580
Other guarantees 9,576 9,666 9,576 9,665
Documentary credits 1,289 1,331 1,289 1,334
Other contingent liabilities 20 20 20 20
Total 27,436 12,432 27,586 12,599

In the normal business of Nordea Bank Finland birek issues various forms of guarantees in favbtiveobank's customers. Loan guarantees
are given for customers to guarantee obligatiorsghier credit and pension institutions. Other got®s consist mainly of commercial
guarantees such as bid guarantees, advance paynsgahtees, warranty guarantees and export rejagdntees. Contingent liabilities also
include unutilised irrevocable import documentamgdits and confirmed export documentary credit@sehtransactions are part of the bank’s
services and support the bank's customers. Guasatel documentary credits are off-balance steesjtunless there is a need for a provision
to cover a probable loan loss that arises fronjutigement that reimbursement will not be received.
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Note 35 Commitments

Group Parent company

31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
Unutilised overdraft facilities 2,962 7,411 2,962 7,411
Loan commitments 12,081 6,202 9,030 3,354
Future payment obligations 2 2 2 2
Other commitments 140 357 - -
Total 15,185 13,972 11,994 10,767

Reverse repurchase agreements are recognised oer@ugnised from the balance sheet on settledatet Nordea has as per 31 December
2016 signed reverse repurchase agreements of EL3R2rf,(6,809) that have not yet been settled andezprently are not recognised on the
balance sheet. On settlement date these reversehage agreements will, to the utmost extentaoepéxisting reverse repurchase agreements
not yet derecognised as per 31 December 2016 nixetat on the balance sheet is minor. These institsave not been disclosed as
commitments.

Note 36 Capital adequacy

Capital adequacy is a measure of the financiahgtheof a bank, usually expressed as a ratio dfalap assets. There is now a worldwide
capital adequacy standard (Basel Il) drawn upheyBasel Committee on Banking Supervision. Withm EU, the capital adequacy
requirements are outlined in the CRD.

Common Equity Tier 1 capital and Tier 1 capital

Common Equity Tier (CET) 1 capital is defined dgible capital including eligible reserves, netrefulatory required deductions made
directly to CET1 capital. The capital recognisedC&3'1 capital holds the ultimate characteristicddes absorbance defined from a going
concern perspective and represents the most saltediclaim in the event of liquidation.

The Tier 1 capital is defined as the sum of CETditeahand Additional Tier 1 (AT1) capital where ATapital is the total of instruments
(hybrids) issued by the bank that meet the trasfi regulatory criteria and are not included ia @ET1 net after AT1 deductions. All AT1
capital instruments are undated subordinated dapéas.

Eligible capital and eligible reserves

Paid up capital is the share capital contributedhmreholders, including the share premium paiditii# reserves consist primarily of retained
earnings, other reserves and income from the duyean. Retained earnings are earnings from prewears reported via the income
statement. Other reserves are related to revatuatid translation reserves referred to acquisit@mmbsassociated companies under the equity
method. The equity interests of minority sharehmadiin companies that are fully consolidated infith@ncial group are not included. Positive
income from the current year is included as elggyitdpital after verification by the external auditdiowever negative income must be
deducted.

Additional Tier 1 instruments

The inclusion of undated subordinated loans intaafdil Tier 1 capital is restricted and repurcheese normally not take place until five years
after original issuance of the instrument. Undatelolordinated loans may be repaid only upon declsjaihe Board of Directors in NBF and
with the permission of the Supervisory Authorifyurthermore, there are restrictions related to-sfeponditions, order of priority, and interest
payments under constraint conditions. AdditionarTli instruments issued that fulfil the CRD IV regments are fully included whereas
remaining instruments are phased out accordin@tsitional rules.

For the additional Tier 1 instruments, conditiopedfy appropriation in order to avoid being obtige enter into liquidation. To the extent that
may be required to avoid liquidation, the principaiounts of additional Tier 1 instruments (togethigh accrued interest) would be written
down and converting such amount into a conditicagital contribution.

Tier 2 capital

Tier 2 capital must be subordinated to depositodsgeneral creditors of the bank. It cannot bergetar covered by a guarantee of the issuer
or related entity or include any other arrangentieat legally or economically enhances the seniaftthe claim vis-a-vis depositors and other
bank creditors.

Tier 2 instruments

Tier 2 instruments consists mainly of subordinateft. Tier 2 instruments include two different tyé subordinated loan capital; undated
loans and dated loans. According to the regulafi@er, 2 instruments issued that fulfil the CRD Buirements are fully included whereas
remaining instruments are phased out accordinguisitional rules.

The basic principle for subordinated debt in owndiis the order of priority in case of a defaulbankruptcy situation. Under such conditions,

the holder of the subordinated loan would be repéel other creditors, but before shareholders. Sffare of outstanding loan amount possible
to include in the Tier 2 capital related to dateakis is reduced if the remaining maturity is léssitfive years.
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Note 36 Capital adequacy, cont.

Common Equity Tier 1 capital: instruments and reseres
(C) amounts subject
Group to pre-regulation (EU)
no 575/2013
treatment or
prescribed residual
(A) amount at amount of regulation

EURmM disclosure date (EU) no 575/2013
1 Capital instruments and the related share preraitcounts 2,918 -

of which: Share capital 2,319 -
2 Retained earnings 7,500 -
3 Ac_cumulated other comprehens@ve income (an‘d ottmarves, to include unrealised

gains and losses under the applicable accounémglatds) 28 -
5 Minority Interests (amount allowed in consolidh@ET1) - -
5a Independently reviewed interim profits net of fareseeable charge or dividend 301 -
6 Common Equity Tier 1 (CET1) capital before regulatay adjustments 10,747 -
Common Equity Tier 1 (CET1) capital: regulatory adjustments
7 Additional value adjustments (negative amount) -235 -
8 Intangible assets (net of related tax liabil{tyggative amount) -42 -

Deferred tax assets that rely on future profitgp#ixcluding those arising from
10 temporary differences (net of related tax liabilithiere the conditions in Article 38 (3)

are met) (negative amount) - -
11 Fair value reserves related to gains or lossesseh flow hedges -6 -
12 Negative amounts resulting from the calculatbexpected loss amounts -111 -
14 Gains or losses on liabilities valued at fair valesulting from changes in own credit

standing -88 -
15 Defined-benefit pension fund assets (negativeusi) -62 -
25b Foreseeable tax charges relating to CET1 ifepgative amount) - -
26a  Regulatory adjustments relating to unrealised gaimblosses pursuant to Articles 467

and 468 - -

Of which: .. filter for unrealised loss on AFS détdtruments - 8

Of which: .. filter for unrealised gain on AFS deéhstruments - 87
28 Total regulatory adjustments to Common Equity Tier1l (CET1) -544 -
29 Common Equity Tier 1 (CET1) capital 10,203 -
Additional Tier 1 (AT1) capital: instruments
30 Capital instruments and the related share praraitcounts 550 -
36 Additional Tier 1 (AT1) capital before regulatory adjustments 550 -
Additional Tier 1 (AT1) capital: regulatory adjustm ents
43 Total regulatory adjustments to Additional Tier 1 (AT1) capital - -
44 Additional Tier 1 (AT1) capital 550 -
45 Tier 1 capital (T1 = CET1 + AT1) 10,753 -
Tier 2 (T2) capital: instruments and provisions
46 Capital instruments and the related share praraitcounts - -
47 Amount of qualifying items referred to in Articlé4 (5) and the related share premium

accounts subject to phase out from T2 81 -
51 Tier 2 (T2) capital before regulatory adjustments 81 -
Tier 2 (T2) capital: regulatory adjustments
57 Total regulatory adjustments to Tier 2 (T2) capital - -
58 Tier 2 (T2) capital 81 -
59 Total capital (TC =T1 + T2) 10,834 -
60 Total risk weighted assets 41,122 -
Capital ratios and buffers
61 Common Equity Tier 1 (as a percentage of rigfosure amount) 24.8% -
62 Tier 1 (as a percentage of risk exposure amount) 26.1% -
63 Total capital (as a percentage of risk expoaareunt) 26.3% -
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Note 36 Capital adequacy, cont.
Common Equity Tier 1 capital: instruments and reseres
Institution specific buffer requirement (CET1 regument in accordance with article 92

64 (1) (a) plus capital conservation and countercgtlwffer requirements, plus systemic

risk buffer, plus the systemically important instibn buffer (G-SlI or O-SlI buffer),

expressed as a percentage of risk exposure amount) 4.7% -
65 of which: capital conservation buffer requiremen 2.5% -
66 of which: countercyclical buffer requirement 0.2% -
67 of which: systemic risk buffer requirement - -
67a of which: Global Systemically Important Institutig¢@-Sll) or Other Systemically

Important Institution (O-SII) buffer 2.0% -
68 Common Equity Tier 1 available to meet buffersdgsercentage of risk exposure

amount) 18.3% -

Amounts below the thresholds for deduction (beforeisk weighting)
Direct and indirect holdings of the capital of firtdal sector entities where the

72 institution does not have a significant investmarnhose entities (amount below 10%
threshold and net of eligible short positions) 173 -
Direct and indirect holdings by the institutiontbé CET 1 instruments of financial
73 sector entities where the institution has a sigaift investment in those entities
(amount below 10% threshold and net of eligiblerspositions) 9 -
75 Deferred tax assets arising from temporary diffeesnamount below 10% threshold,

net of related tax liability where the conditionsArticle 38 (3) are met) - -
Applicable caps on the inclusion of provisions in iEr 2

Credit risk adjustments included in T2 in respdagosures subject to internal
ratings-based approach (prior to the applicatiothefcap) 21,972 -
79 Cap for inclusion of credit risk adjustment§iunder internal ratings-based approach 132 -

Capital instruments subject to phase-out arrangemets
(only applicable between 1 Jan 2013 and 1 Jan 2022)

84 Current cap on T2 instruments subject to phasarmangements 273 -
85 Amount excluded from T2 due to cap (excess overategp redemptions and
maturities) - -

Common Equity Tier 1 capital: instruments and reseres
(C) amounts subject
Parent company to pre-regulation (EU)
no 575/2013
treatment or
prescribed residual
(A) amount at amount of regulation

EURmM disclosure date (EU) no 575/2013
1 Capital instruments and the related share preraitocounts 2,918 -
of which: Share capital 2,319 -
2 Retained earnings 6,836 -
3 Accumulated other comprehensive income (and otgarves, to include unrealised R
gains and losses under the applicable accountmglatds) 33
5 Minority Interests (amount allowed in consolidh@ET1) - -
5a Independently reviewed interim profits net of foreseeable charge or dividend 201 -
6 Common Equity Tier 1 (CET1) capital before regulatoy adjustments 9,987 -
Common Equity Tier 1 (CET1) capital: regulatory adjustments
7 Additional value adjustments (negative amount) -235 -
8 Intangible assets (net of related tax liabil{ty¢gative amount) -26 -
Deferred tax assets that rely on future profitgp#ixcluding those arising from
10 temporary differences (net of related tax liabilitizere the conditions in Article 38 (3) -
are met) (negative amount) -
11 Fair value reserves related to gains or lossessh flow hedges -6 -
12 Negative amounts resulting from the calculatibexpected loss amounts -99 -
14 Gains_ or losses on liabilities valued at fair valesulting from changes in own credit
standing -88 -
15 Defined-benefit pension fund assets (negativeusut) -62 -
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Note 36 Capital adequacy, cont.

25b Foreseeable tax charges relating to CET1 ifepgative amount)
Regulatory adjustments relating to unrealised gaimslosses pursuant to Articles 467

262 and 468 - -

Of which: .. filter for unrealised loss on AFS dégtruments - 8

Of which: .. filter for unrealised gain on AFS déhstruments - 87
28 Total regulatory adjustments to Common equity Tierl (CET1) -517 -
29 Common Equity Tier 1 (CET1) capital 9,471 -
Additional Tier 1 (AT1) capital: instruments
30 Capital instruments and the related share preraiccounts 550 -
36 Additional Tier 1 (AT1) capital before regulatory adjustments 550 -
Additional Tier 1 (AT1) capital: regulatory adjustm ents
43 Total regulatory adjustments to Additional Tier 1 (AT1) capital - -
44 Additional Tier 1 (AT1) capital 550 -
45 Tier 1 capital (T1 = CET1 + AT1) 10,021 -
Tier 2 (T2) capital: instruments and provisions
46 Capital instruments and the related share preraiccounts - -
47 Amount of qualifying items referred to in Articlé4 (5) and the related share premium

accounts subject to phase out from T2 81 -
51 Tier 2 (T2) capital before regulatory adjustments 81 -
Tier 2 (T2) capital: regulatory adjustments
57 Total regulatory adjustments to Tier 2 (T2) capital - -
58 Tier 2 (T2) capital 81 -
59 Total capital (TC =T1 + T2) 10,102 -
60 Total risk weighted assets 36,204 -
Capital ratios and buffers
61 Common Equity Tier 1 (as a percentage of rigjosure amount) 26.2% -
62 Tier 1 (as a percentage of risk exposure amount) 27.7% -
63 Total capital (as a percentage of risk expoaareunt) 27.9% -

Institution specific buffer requirement (CET1 regument in accordance with article 92
64 (1) (a) plus capital conservation and countercgtluffer requirements, plus systemic

risk buffer, plus the systemically important instibn buffer (G-SlI or O-SlI buffer),

expressed as a percentage of risk exposure amount) 4.7% -
65 of which: capital conservation buffer requiremen 2.5% -
66 of which: countercyclical buffer requirement 0.2% -
67 of which: systemic risk buffer requirement - -
g7a  ©Of which: Global Systemically Important Instituti¢@-Sli) or Other Systemically

Important Institution (O-SlI) buffer 2.0% -
68 Common Equity Tier 1 available to meet buffersgamercentage of risk exposure

amount) 19.9% -
Amounts below the thresholds for deduction (beforeisk weighting)

Direct and indirect holdings of the capital of firtgal sector entities where the
72 institution does not have a significant investmarithose entities (amount below 10%

threshold and net of eligible short positions) 172 -

Direct and indirect holdings by the institutiontbé CET 1 instruments of financial
73 sector entities where the institution has a sigaift investment in those entities

(amount below 10% threshold and net of eligiblerspositions) 9 -
75 Deferred tax assets arising from temporary diffeesn(amount below 10% threshold,

net of related tax liability where the conditiongArticle 38 (3) are met) - -
Applicable caps on the inclusion of provisions in ier 2
78 Credit risk adjustments included in T2 in respdabosures subject to internal

ratings-based approach (prior to the applicatiothefcap) 18,743 -
79 Cap for inclusion of credit risk adjustment§under internal ratings-based approach 112 -
Capital instruments subject to phase-out arrangemets
(only applicable between 1 Jan 2013 and 1 Jan 2022)
84 Current cap on T2 instruments subject to phasarmangements 273 -
85 Amount excluded from T2 due to cap (excess overategy redemptions and

maturities) - -
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Note 36 Capital adequacy, cont.
Minimum capital requirement and REA

Group
31 Dec 2016 31 Dec 2015
Minimum Minimum
capital capital

EURmM requirement REA requirement REA
Credit risk 2,486 31,074 2,713 33,909
- of which counterparty credit risk 533 6,661 586 7,330
IRB 1,758 21,972 2,018 25,226
- corporate 1,164 14,547 1,214 15,175

- advanced 792 9,901 811 10,143

- foundation 372 4,646 403 5,032
- institutions 229 2,868 295 3,683
- retail 350 4,370 500 6,248

- secured by immovable property collateral 96 1,196 216 2,699

- other retail 254 3,174 284 3,549
- other 15 187 9 120
Standardised 728 9,102 695 8,683
- central governments or central banks 5 66 7 90
- regional governments or local authorities 14 172 13 166
- public sector entities 2 29 2 30
- multilateral development banks 2 27 0 0
- international organisations - - - -
- institutions 497 6,218 538 6,728
- corporate 92 1,148 81 1,007
- retail 40 493 35 433
- secured by mortgages on immovable property - - - -
- in default 1 13 1 16
- associated with particularly high risk - - - -
- covered bonds 63 792 4 48
- institutions and corporates with a short-terndrassessment - - - -
- collective investments undertakings (CIU) - - - -
- equity 4 43 5 59
- other items 8 101 9 106
Credit Value Adjustment Risk 125 1,566 130 1,625
Market risk 336 4,192 346 4,329
- trading book, Internal Approach 241 3,008 231 2,887
- trading book, Standardised Approach 86 1,073 108 1,350
- banking book, Standardised Approach 9 111 7 92
Operational risk 333 4,163 338 4,229
Standardised 333 4,163 338 4,229
Additional risk exposure amount, Article 3 CRR 10 127 23 286
Sub total 3,290 41,122 3,550 44,378
Adjustment for Basel | floor
Additional capital requirement according to Basibbr 428 5,354 1,105 13,810
Total 3,718 46,476 4,655 58,188
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Note 36 Capital adequacy, cont.
Minimum capital requirement and REA

Parent company

31 Dec 2016 31 Dec 2015
Minimum Minimum
capital capital

EURmM requirement REA requirement REA
Credit risk 2,139 26,740 2,372 29,650
- of which counterparty credit risk 533 6,661 586 7,330
IRB 1,499 18,743 1,767 22,092
- corporate 1,052 13,146 1,104 13,795

- advanced 791 9,879 812 10,149

- foundation 261 3,267 292 3,646
- institutions 229 2,861 294 3,682
- retail 209 2,607 361 4,514

- secured by immovable property collateral 93 1,166 216 2,698

- other retail 115 1,441 145 1,816
- other 10 129 8 101
Standardised 640 7,997 605 7,558
- central governments or central banks 5 61 7 85
- regional governments or local authorities 13 166 13 166
- public sector entities 2 29 2 29
- multilateral development banks 2 26 0 0
- international organisations - - - -
- institutions 498 6,226 538 6,725
- corporate 2 20 1 16
- retail 4 42 4 46
- secured by mortgages on immovable property - - - -
- in default 0 0 0 0
- associated with particularly high risk - - - -
- covered bonds 63 792 4 48
- equity 44 543 28 343
- other items 7 92 8 100
Credit Value Adjustment Risk 125 1,566 130 1,625
Market risk 335 4,191 346 4,328
- trading book, Internal Approach 240 3,008 231 2,887
- trading book, Standardised Approach 86 1,073 108 1,350
- banking book, Standardised Approach 9 110 7 91
Operational risk 288 3,598 293 3,666
Standardised 288 3,598 293 3,666
Additional risk exposure amount, Article 3 CRR 9 109 21 252
Sub total 2,896 36,204 3,162 39,521
Adjustment for Basel | floor
Additional capital requirement according to Basibbr 347 4,332 966 12,079
Total 3,243 40,536 4,128 51,600

Nordea Bank AB (publ) has in December 2012 issugdamantee in favour of Nordea Bank Finland Plcretdordea Bank AB (publ)
guarantees part of the exposures in the exposass B corporate in Nordea Bank Finland Plc. Téteeffect of the guarantee in REA in
Nordea Bank Finland Plc was EUR -1.8bn as at tlieo£2016 (-2.9).
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Note 36 Capital adequacy, cont.
Leverage ratio

Group Parent company
31 Dec 2016 31 Dec 2015 31 Dec 2016 31 Dec 2015
Tier 1 capital, transitional definition, EURmM 10,753 11,548 10,021 10,926
Leverage ratio exposure, EURm 221,238 255,891 218,562 255,589
Leverage ratio, percentage 4.9 4.5 4.6 4.3
: Including profit of the period
REA and capital requirements for market risk, 31 Deember 2016
Group
Trading book, IA Trading book, SA Banking book, SA Total

Capital Capital Capital Capital
EURmM REA requirement REA requirement REA requirement REA requirement
Interest rate risk and otter 880 70 925 74 - - 1,805 144
Equity risk 358 29 120 10 - - 477 39
Foreign exchange risk 290 23 - 111 9 401 32
Commodity risk - - 28 2 - - 28 2
Settlement risk - - 0 - - 0 0
Diversification effect -619 -49 - - - - -619 -49
Stressed Value-at-Risk 937 75 - - - 937 75
Incremental Risk Measure 348 28 - - - 348 28
Comprehensive Risk Measure 814 65 - - - 814 65
Total 3,008 241 1,073 86 111 9 4,192 336

* Interest rate risk in the column Trading book IA includes both general and specific interest rate risk which is elsewhere referred to as interest rate VaR and credit spread VaR.

Parent company

Trading book, IA Trading book, SA Banking book, SA Total

Capital Capital Capital Capital
EURmM REA requirement REA requirement REA requirement REA requirement
Interest rate risk and othler 880 70 925 74 - - 1,805 144
Equity risk 358 28 120 10 - - 477 38
Foreign exchange risk 290 23 - 110 9 400 32
Commodity risk - - 28 2 - - 28 2
Settlement risk - - 0 - - 0 0
Diversification effect -619 -49 - - - - -619 -49
Stressed Value-at-Risk 937 75 - - - 937 75
Incremental Risk Measure 348 28 - - - 348 28
Comprehensive Risk Measure 814 65 - - - 814 65
Total 3,008 240 1,073 86 110 9 4,191 335

* Interest rate risk in the column Trading book 1A includes both general and specific interest rate risk which is elsewhere referred to as interest rate VaR and credit spread VaR.

Specification over group undertakings consolidateth the Nordea Bank Finland Group

Carrying Voting
Number of amount power of Consolidation
31 Dec 2016 shares EURmM holding, % Domicile method
Group undertakings included in the NBF Group
Nordea Finance Finland Ltd 1,000,000 306 100 Hekeisin purchase method
Other companies 0
Total included in the capital base 306
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Note 37 Classification of financial instruments

Group

Financial assets at fair
value through
profit or loss

Designated Non-
at fair value financial
through  Derivatives assets
Loans and Held to Held for profit or used for Available and asso-

31 Dec 2016, EURm receivables  maturity trading loss hedging for sale ciates Total
Assets

Cash and balances with central

banks 29,367 - - - - - - 29,367

Loans to central banks 199 100 - - - - 299

Loans to credit institutions 23,725 2,619 - - - - 26,344

Loans to the public 42,559 22,052 - - - - 64,611

Interest-bearing securities - 42 19,891 - - 7,435 - 27,368

Financial instruments pledged as

collateral - - 4,139 - - - - 4,139
Shares - - 1,246 16 - - - 1,262
Derivatives - - 68,495 - 68 - - 68,563
Fair value changes of the hedged

items in portfolio hedge of

interest rate risk 21 - - - - - - 21
Investments in associated

undertakings - - - - - - 34 34
Intangible assets - - - - - - 42 42
Properties and equipment - - - - - - 84 84
Investment property - - - - - - 1 1
Deferred tax assets - - - - - - 3
Current tax assets - - - - - - 5 5
Retirement benefit assets - - - - - - 78 78
Other assets 1,389 - 14,581 - - 268 16,238
Prepaid expenses and accrued

income 90 - - - - - 226 316
Total 97,350 42 133,123 16 68 7,435 741 238,775

Financial liabilities at
fair value through
profit or loss
Designated
at fair value
through  Derivatives Other Non-
Held for profit or used for financial financial

31 Dec 2016, EURm trading loss hedging liabilities liabilities Total
Liabilities

Deposits by credit institutions 7,218 - - 56,700 - 63,918
Deposits and borrowings from

the public 3,998 - - 51,354 - 55,352
Debt securities in issue 6,666 - - 11,841 - 18,50
Derivatives 70,730 - 134 - - 70,864
Fair value changes of the hedged

items in portfolio hedge of

interest rate risk - - - 25 - 25
Current tax liabilities - - - - 65 65
Other liabilities 15,138 - - 2,146 203 17,487
Accrued expenses and prepaid

income - - - 99 287 386
Deferred tax liabilities - - - - 60 60
Provisions - - - - 63 63
Retirement benefit liabilities - - - - 6 6
Subordinated liabilities - - - 632 - 632
Total 103,750 - 134 122,797 684 227,365
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Note 37 Classification of financial instruments, ¢ ont.
Group Financial assets at fair
value through
profit or loss
Designated Non-
at fair value financial
through  Derivatives assets
Loans and Held to Held for profit or used for Available and asso-
31 Dec 2015, EURm receivables  maturity trading loss hedging for sale ciates Total
Assets
Cash and balances with central
banks 32,613 - - - - - - 32,613
Loans to central banks 199 - 5,129 - - - - 5,328
Loans to credit institutions 23,622 - 3,467 - - - - 27,089
Loans to the public 66,569 - 34,878 - - - - 101,447
Interest-bearing securities - 41 21,214 - 8,888 - 30,143
Financial instruments pledged as
collateral - - 4,627 - - - - 4,627
Shares - - 2,013 7 - - - 2,020
Derivatives - - 79,745 - 812 - - 80,557
Fair value changes of the hedged
items in portfolio hedge of
interest rate risk 51 - - - - - - 51
Investments in associated
undertakings - - - - - - 42 42
Intangible assets - - - - - - 44 44
Properties and equipment - - - - - - 76 76
Investment property - - - - - - 1 1
Deferred tax assets - - - - - - 14 14
Current tax assets - - - - - - 1 1
Retirement benefit assets - - - - - - 90 90
Other assets 1,496 - - 15,285 - - 234 17,015
Prepaid expenses and accrued
income 102 - - - - - 330 432
Total 124,652 41 151,073 15,292 812 8,888 832 3,5
Financial liabilities at
fair value through
profit or loss
Designated
at fair value
through  Derivatives Other Non-
Held for profit or used for financial financial
31 Dec 2015, EURm trading loss hedging liabilities liabilities Total
Liabilities
Deposits by credit institutions 16,092 - - 62,070 - 78,162
Deposits and borrowings from
the public 9,462 - - 52,691 - 62,153
Debt securities in issue 7,472 - - 35,935 - 43,407
Derivatives 83,283 - 255 - - 83,538
Fair value changes of the hedged
items in portfolio hedge of
interest rate risk - - - 557 - 557
Current tax liabilities - - - - 77 77
Other liabilities 8,519 8,832 - 2,528 187 20,066
Accrued expenses and prepaid
income - - - 177 390 567
Deferred tax liabilities - - - - 54 54
Provisions - - - - 81 81
Retirement benefit liabilities - - - - 4 4
Subordinated liabilities - - - 628 - 628
Total 124,828 8,832 255 154,586 793 289,294
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Note 37 Classification of financial instruments, ¢ ont.
Parent company Financial assets at fair
value through
profit or loss
Designated Non-
at fair value financial
through  Derivatives assets
Loans and Heldto  Held for profit or used for Available and asso-
31 Dec 2016, EURm receivables maturity trading loss hedging for sale ciates Total
Assets
Cash and balances with central
banks 29,367 - - - - - - 29,367
Loans to central banks - - 100 - - - 100
Loans to credit institutions 29,137 - 2,619 - - - - 31,756
Loans to the public 34,702 - 22,052 - - - - 56,754
Interest-bearing securities - 42 19,891 - - 7,435 -27,368
Financial instruments pledged as
collateral - - 4,139 - - - - 4,139
Shares - - 1,247 15 - - - 1,262
Derivatives - - 68,495 - 68 - - 68,563
Fair value changes of the hedged
items in portfolio hedge of
interest rate risk 21 - - - - - - 21
Investments in group
undertakings - - - - - - 306 306
Investments in associated
undertakings - - - - - - 8 8
Intangible assets - - - - - - 26 26
Properties and equipment - - - - - - 80 80
Investment property - - - - - - 1 1
Deferred tax assets - - - - - - 0 0
Current tax assets - - - - - - - -
Retirement benefit assets - - - - - - 78 78
Other assets 1,362 - 14,581 - - 262 16,205
Prepaid expenses and accrued
income 76 - - - - - 146 222
Total 94,665 42 133,124 15 68 7,435 907 236,256
Financial liabilities at
fair value through
profit or loss
Designated
at fair value
through  Derivatives Other Non-
Held for profit or used for financial financial
31 Dec 2016, EURm trading loss hedging liabilities liabilities Total
Liabilities
Deposits by credit institutions 7,218 - - 55,327 - 62,545
Deposits and borrowings from
the public 3,998 - - 51,353 - 55,351
Debt securities in issue 6,666 - - 11,841 - 18,50
Derivatives 70,730 - 134 - - 70,864
Fair value changes of the hedged
items in portfolio hedge of
interest rate risk - - - 25 - 25
Current tax liabilities - - - - 65 65
Other liabilities 15,138 - - 2,066 92 17,296
Accrued expenses and prepaid
income - - - 21 247 268
Deferred tax liabilities - - - - - -
Provisions - - - - 62 62
Retirement benefit liabilities - - - - 4 4
Subordinated liabilities - - - 632 - 632
Total 103,750 - 134 121,265 470 225,619
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Note 37 Classification of financial instruments, ¢ ont.

Parent company

Financial assets at fair
value through
profit or loss

Designated Non-
at fair value financial
through  Derivatives assets
Loans and Heldto  Held for profit or used for Available and asso-
31 Dec 2015, EURm receivables  maturity trading loss hedging for sale ciates Total
Assets
Cash and balances with central
banks 32,613 - - - - - 32,613
Loans to central banks - - 5,129 - - - 5,129
Loans to credit institutions 30,040 - 3,467 - - - 33,507
Loans to the public 59,185 - 34,878 - - - 94,063
Interest-bearing securities - 41 21,214 - 8,888 -30,143
Financial instruments pledged as
collateral - - 4,627 - - - - 4,627
Shares - - 2,012 7 - - 2,019
Derivatives - - 79,745 - 812 - - 80,557
Fair value changes of the hedged
items in portfolio hedge of
interest rate risk 51 - - - - - 51
Investments in group
undertakings - - - - - - 309 309
Investments in associated
undertakings - - - - - - 28 28
Intangible assets - - - - 31 31
Properties and equipment - - - - 69 69
Investment property - - - - - 1 1
Deferred tax assets - - - - 12 12
Retirement benefit assets - - - - 90 90
Other assets 1,459 - - 15,285 - - 226 16,970
Prepaid expenses and accrued
income 92 - - - - - 171 263
Total 123,440 41 151,072 15,292 812 8,888 937 D4
Financial liabilities at
fair value through
profit or loss
Designated
at fair value
through  Derivatives Other Non-
Held for profit or used for financial financial
31 Dec 2015, EURm trading loss hedging liabilities liabilities Total
Liabilities
Deposits by credit institutions 16,092 - 62,080 - 78,172
Deposits and borrowings from
the public 9,462 - - 52,688 - 62,150
Debt securities in issue 7,472 - - 35,935 - 43,407
Derivatives 83,282 - 256 - - 83,538
Fair value changes of the hedged
items in portfolio hedge of
interest rate risk - - - 557 - 557
Current tax liabilities - - - - 7 77
Other liabilities 8,519 8,832 - 2,409 96 19,856
Accrued expenses and prepaid
income - - - 96 286 382
Provisions - - - - 78 78
Retirement benefit liabilities - - - - 4 4
Subordinated liabilities - - - 628 - 628
Total 124,827 8,832 256 154,393 541 288,849
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Note 38 Assets and liabilities at fair value
Fair value of financial assets and liabilities

Group

31 Dec 2016 31 Dec 2015
EURmM Carrying amount Fair value Carrying amount Faiueal
Financial assets
Cash and balances with central banks 29,367 29,367 32,613 32,613
Loans 91,273 91,163 133,915 133,622
Interest-bearing securities 27,368 27,369 30,143 30,145
Financial instruments pledged as collateral 4,139 ,1391 4,627 4,627
Shares 1,262 1,262 2,020 2,020
Derivatives 68,563 68,563 80,557 80,557
Other assets 15,971 15,971 16,781 16,781
Prepaid expenses and accrued income 90 90 102 102
Total financial assets 238,033 237,924 300,758 300,467
Financial liabilities
Deposits and debt instruments 137,802 137,802 184,279 184,260
Derivatives 70,864 70,864 83,538 83,538
Other liabilities 17,284 17,284 19,879 19,879
Accrued expenses and prepaid income 99 99 177 177
Subordinated liabilities 632 632 628 628
Total financial liabilities 226,681 226,681 288,501 288,482
Parent company

31 Dec 2016 31 Dec 2015
EURmM Carrying amount Fair value Carrying amount Faiueal
Financial assets
Cash and balances with central banks 29,367 29,367 32,613 32,613
Loans 88,630 88,519 132,749 132,311
Interest-bearing securities 27,368 27,369 30,143 30,145
Financial instruments pledged as collateral 4,139 ,1391 4,627 4,627
Shares 1,262 1,262 2,019 2,019
Derivatives 68,563 68,563 80,557 80,557
Other assets 15,944 15,943 16,745 16,744
Prepaid expenses and accrued income 76 76 92 92
Total financial assets 235,349 235,238 299,545 299,108
Financial liabilities
Deposits and debt instruments 136,428 136,429 184,286 184,267
Derivatives 70,864 70,864 83,538 83,538
Other liabilities 17,204 17,204 19,760 19,760
Accrued expenses and prepaid income 21 21 96 96
Subordinated liabilities 632 632 628 628
Total financial liabilities 225,149 225,150 288,308 288,289

For information about valuation of items measurefdia value on the balance sheet, see Note 1lhanddction "Determination of fair values for
items measured at fair value on the balance sire#if's note. For information about valuation @fits not measured at fair value on the
balance sheet, see the section "Financial assetgaailities not held at fair value on the balasteet” in this note.
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Note 38 Assets and liabilities at fair value, cont
Assets and liabilities at fair value on the balanceheet

Group

Categorisation into the fair value hierarchy

Quoted prices in

Valuation

active markets Valuation  technique using
for same technique using non-observable
instrument  observable date daa
31 Dec 2016, EURm (Level 1) (Level 2) (Level 3) Total
Assets at fair value on the balance shéet
Loans to central banks - 100 - 100
Loans to credit institutions - 2,619 - 2,619
Loans to the public - 22,052 - 22,052
Interest-bearing securities 12,907 14,407 12 27,326
Financial instruments pledged as collateral 3,427 12 7 - 4,139
Shares 1,172 29 61 1,262
Derivatives 75 66,810 1,678 68,563
Investment properties - 1 - 1
Other assets - 14,581 - 14,581
Total 17,581 121,311 1,751 140,643
Liabilities at fair value on the balance sheét
Deposits by credit institutions - 7,218 - 7,218
Deposits and borrowings from the public - 3,998 - 3,998
Debt securities in isstie - 6,666 - 6,666
Derivatived 94 69,500 1,270 70,864
Other liabilities 6,252 8,886 - 15,138
Total 6,346 96,268 1,270 103,884

L All items are measured at fair value on a recurring basis at the end of each reporting period.
2 For structured bonds the host contract and the embedded derivative are presented separately. The host contract is presented on the balance sheet as “Debt securities in
issue” and the embedded derivative on the balance sheet as “Derivatives”. The total fair value of the structured bonds is EUR 6,697m, of which EUR 6,730m is categorised into

level 2 and EUR -33m into Level 3 in the fair value hierarchy.

Quoted prices in
active markets

Valuation

Valuation
technique using

for same technique using non-observable

instrument  observable date data
31 Dec 2015, EURm (Level 1) (Level 2) (Level 3) Total
Assets at fair value on the balance shéet
Loans to central banks - 5,129 - 5,129
Loans to credit institutions - 3,467 - 3,467
Loans to the public - 34,878 - 34,878
Interest-bearing securities 12,381 17,662 59 30,102
Financial instruments pledged as collateral 3,279 ,348 - 4,627
Shares 1,647 301 72 2,020
Derivatives 211 78,684 1,662 80,557
Investment properties - 1 - 1
Other assets - 15,285 - 15,285
Total 17,518 156,755 1,793 176,066
Liabilities at fair value on the balance sheét
Deposits by credit institutions - 16,092 - 16,092
Deposits and borrowings from the public - 9,462 - 9,462
Debt securities in isstie - 7,472 - 7,472
Derivative$ 235 81,752 1,551 83,538
Other liabilities 6,739 10,612 - 17,351
Total 6,974 125,390 1,551 133,915

L All items are measured at fair value on a recurring basis at the end of each reporting period.
2 For structured bonds the host contract and the embedded derivative are presented separately. The host contract is presented on the balance sheet as “Debt securities in
issue” and the embedded derivative on the balance sheet as “Derivatives”. The total fair value of the structured bonds is EUR 7,411m, of which EUR 7,468m is categorised into

Level 2 and EUR -57minto Level 3 in the fair value hierarchy.
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Note 38 Assets and liabilities at fair value, cont
Parent company

Categorisation into the fair value hierarchy

Quoted prices in

Valuation

active markets Valuation  technique using
for same technique using non-observable
instrument  observable date data
31 Dec 2016, EURm (Level 1) (Level 2) (Level 3) Total
Assets at fair value on the balance shéet
Loans to central banks - 100 - 100
Loans to credit institutions - 2,619 - 2,619
Loans to the public - 22,052 - 22,052
Interest-bearing securities 12,907 14,407 12 27,326
Financial instruments pledged as collateral 3,427 12 7 - 4,139
Shares 1,172 29 61 1,262
Derivatives 75 66,810 1,678 68,563
Investment properties - 1 - 1
Other assets - 14,581 - 14,581
Total 17,581 121,311 1,751 140,643
Liabilities at fair value on the balance sheét
Deposits by credit institutions - 7,218 - 7,218
Deposits and borrowings from the public - 3,998 - 3,998
Debt securities in isste - 6,666 - 6,666
Derivatived 94 69,500 1,270 70,864
Other liabilities 6,252 8,886 - 15,138
Total 6,346 96,268 1,270 103,884

 All items are measured at fair value on a recurring basis at the end of each reporting period.
2 For structured bonds the host contract and the embedded derivative are presented separately. The host contract is presented on the balance sheet as “Debt securities in
issue” and the embedded derivative on the balance sheet as “Derivatives”. The total fair value of the structured bonds is EUR 6,697m, of which EUR 6,730m is categorised into

level 2 and EUR -33m into Level 3 in the fair value hierarchy.

Quoted prices in

Valuation

active markets Valuation  technique using
for same technique using non-observable
instrument  observable date data
31 Dec 2015, EURm (Level 1) (Level 2) (Level 3) Total
Assets at fair value on the balance shéet
Loans to central banks - 5,129 - 5,129
Loans to credit institutions - 3,467 - 3,467
Loans to the public - 34,878 - 34,878
Interest-bearing securities 12,381 17,662 59 30,102
Financial instruments pledged as collateral 3,279 ,348 - 4,627
Shares 1,647 301 71 2,019
Derivatives 211 78,684 1,662 80,557
Investment properties - 1 - 1
Other assets - 15,285 - 15,285
Total 17,518 156,755 1,792 176,065
Liabilities at fair value on the balance sheét
Deposits by credit institutions - 16,092 - 16,092
Deposits and borrowings from the public - 9,462 - 9,462
Debt securities in isste - 7,472 - 7,472
Derivatived 235 81,752 1,551 83,538
Other liabilities 6,739 10,612 - 17,351
Total 6,974 125,390 1,551 133,915

L All items are measured at fair value on a recurring basis at the end of each reporting period.
2 For structured bonds the host contract and the embedded derivative are presented separately. The host contract is presented on the balance sheet as “Debt securities in
issue” and the embedded derivative on the balance sheet as “Derivatives”. The total fair value off the structured bonds is EUR 7,411m, of which EUR 7,468m is categorised

into Level 2 and EUR -57m into Level 3 in the fair value hierarchy.
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Note 38 Assets and liabilities at fair value, cont

Determination of fair values for items measured afair value on the balance sheet

Fair value measurements of assets and liabilidesetl at fair value have been categorised undethitee levels of the IFRS fair value
hierarchy. The fair value hierarchy gives the hgjhiority to quoted prices (unadjusted) in activarkets for identical assets or liabilities
(Level 1) and the lowest priority to unobservallptits (Level 3). The categorisation of these imsemts is based on the lowest level input that
is significant to the fair value measurement ireitéirety.

Level 1 in the fair value hierarchy consists ofetssind liabilities valued using unadjusted quetécks in active markets for identical assets or
liabilities. An active market for the asset or llap is a market in which transactions for theetsar liability occur with sufficient frequency and
volume to provide pricing information on an on-gpisasis. This category includes listed derivatilisted equities, government bonds in
developed countries, and most liquid mortgage bandscorporate bonds where direct tradable priotegiexist.

Level 2 in the fair value hierarchy consists ofetssind liabilities that do not have directly quiotearket prices available from active markets.
The fair values are based on quoted prices foll@iragsets or liabilities in active markets or gaoprices for identical or similar assets or
liabilities in markets that are not active. Altetiraly, the fair values are estimated using vabratechniques or valuation models based on
market prices or rates prevailing at the balaneetstiate and where any unobservable inputs havarhaxignificant impact on the fair values.
This is the case for the majority of Nordea’s OTeivhtives, securities purchased/sold under resgle/chase agreements, securities
borrowed/lent and other instruments where activekata supply the input to the valuation technigolesiodels.

Level 3 in the fair value hierarchy consists ofsddypes of assets and liabilities for which falues cannot be obtained directly from quoted
market prices or indirectly using valuation techurgg or models supported by observable market poicestes. This is generally the case for
investments in unlisted securities, private egfuityds, hedge funds, investment properties, morgptaOTC derivatives where unobservable
input have a significant impact on the fair valuzstain complex or structured financial instrunsesntd illiquid interest bearing securities.
Complex valuation models are generally charactéfisethe use of unobservable and model specifiarpaters.

All valuation models, both complex and simple msdeiake use of market parameters. These parametagmise interest rates, volatilities,
correlations etc. Some of these parameters arewvaiide while others are not. For non-exotic curiesithe interest rates are all observable, and
the volatilities and the correlations of the inggmates and FX rates are observable up to amcenaturity. Volatilities and correlations are also
observable for the most liquid equity instrumentghie short end. For less liquid equity instruménésoption market is fairly illiquid, and

hence the volatilities and correlations are unolzge. For each instrument the sensitivity towandsbservable parameters is measured. If the
impact from unobservable parameters on the valugisignificant, the instrument is categorised.@gel 3 in the fair value hierarchy.

For interest-bearing securities the categorisatimthe three levels are based on the internaingimethodology. These instruments can either
be directly quoted in active markets (Level 1) @asured using a methodology giving a quote basetservable inputs (Level 2). Level 3
bonds are characterised by illiquidity.

For OTC derivatives valuation models are used $tatglishing fair value. For vanilla derivativesratard models such as Black-Scholes are
used for valuation. For more exotic OTC derivatjwvasre complex valuation models are used. The rsatel usually in-house developed, and
based on assumptions about the behaviour of therlyirdy asset and statistical scenario analysisstNDOIC derivatives are categorised as
Level 2 in the fair value hierarchy implying théitsignificant model parameters are observablectiva markets.

Valuations of Private Equity Funds (PEF) and ualistquity instruments are by nature more uncetitain valuations of more actively traded
equity instruments. Emphasis is put on using aisterd approach across all assets and over timemithods used are consistent with the
guideline “International Private Equity and Vent@apital Valuation Guidelines” issued by EVCA (Epean Venture Capital Association).
The EVCA guidelines are considered as best prautittee PEF industry. For US based funds, similathods are applied.

Fair value of financial assets and liabilities gemerally calculated as the theoretical net presaot of the individual instruments, based on
independently sourced market parameters as ded@afime, and assuming no risks and uncertaintfés.chlculation is supplemented by a
portfolio adjustment.

Nordea incorporates credit valuation adjustmentsX)Cand debit valuation adjustments (DVA) into detive valuations. CVA and DVA
reflect the impact on fair value of the counterpartredit risk and Nordea’'s own credit qualityspectively. Calculations are based on
estimates of exposure at default, probability dadi and recovery rates, on a counterparty basis.

Generally, exposure at default for CVA and DVA &sbd on expected exposure and estimated througimib&tion of underlying risk factors.
Where possible, probabilities of defaults (PDs) sembvery rates are sourced from the CDS marketscdunterparties where this information
is not directly available, PDs and recovery ratesestimated using a cross sectional approach wheii#iquid counterparties are mapped to
comparable liquid CDS names.

The impact of funding costs and funding benefitwvaluation of uncollateralised and imperfectly atéralised derivatives is recognised as a
funding fair valuation adjustment (FFVA). When adfiting FFVA, Nordea uses an estimated fundingeuwvkiich reflects the market cost of
funding.

Another important part of the portfolio adjustmestves to adjust the net open market risk expostmesmid-prices to ask or bid prices

(depending on the net position). For different iskegories, exposures are aggregated and nettedieng to internal guidelines and
aggregated market price information on bid-askamsere applied in the calculation. Spreads aratafddn a regular basis.
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Note 38 Assets and liabilities at fair value, cont

The fair value measurement of the investment ptmsetakes into account a market participant'stgtid generate economic benefits by using
the investment properties in its highest and best e. taking into account the use of the investrproperties that is physically possible,
legally permissible and financially feasible. Tharent use of the investment properties in Nordea accordance with the highest and best
use. The valuation of the investment propertiesisied out taking into account the purpose andtare of the property by using the most
appropriate valuation methods. The primary valuséipproach is a discounted cash flow model usingenticash flows, market interest rates
and the current yield requirements.

Transfers between level 1 and 2

During the year, NBF transferred interest-beariegusities (including such financial instrumentsdgjed as collateral) of EUR 194m (4m) from
Level 1 to Level 2 and EUR 88m (34m) from levebZavel 1. NBF transferred derivatives 36m (95mjirlevel 2 to level 1 of the fair value
hierarchy for financial assets. NBF also transféderivatives 46m (116m) and other liabilities 4m{ from level 2 to level 1 and other
liabilities 1m (0) from level 1 to level 2 for finaial liabilities which are recorded at fair valdde reason for the transfer from level 1 to el
was that the instruments were consider not toduett actively anymore on the market. The reasothétransfer from level 2 to level 1 was
that the instruments have been actively tradedhdutie year and reliable quoted prices are obtam#te market. Transfers between levels are
considered to have occurred at the end of year.

Movements in level 3

Group
Fair value gains/losses
recognised in the income
statement during the year
Purchases/
31 Dec 2016, EURm 1Jan 2016 Reclassification iBmhl  Unrealised Issues Sales
Interest-bearing securities 59 - 0 -16 4 -16
Shares 72 - 57 -64 11 -15
Derivatives (net assets and liabilities) 111 - 32 971 - -
Transfers
Transfers into out from Translation 31 Dec

31 Dec 2016, EURm Settlements level 3 level 3 differences 2016
Interest-bearing securities 0 1 -21 - 12
Shares - 0 0 0 61
Derivatives (net assets and liabilities) -32 21 79 - 408

Unrealised gains and losses relate to those amsettgabilities held at the end of the year. During period NBF transferred interest-bearing
securities EUR 1m from Level 2 to Level 3 and EURNXrom Level 3 to Level 2. During the period NBBatransferred derivatives (net) of
EUR 21m from Level 2 to Level 3 and EUR 79m fronvéle3 to level 2. The reason for the transfer flogwel 3 to Level 2 was that
observable market data became available. The rdastme transfer from Level 2 to Level 3 was tbhbservable market data was no longer
available. Fair value gains and losses in the ircstatement during the year are included in "Nailtérom items at fair value" (see Note 5).
Assets and liabilities related to derivatives amspnted net.

Group
Fair value gains/losses
recognised in the income
statement during the year
Purchases/
31 Dec 2015, EURm 1Jan 2015 Reclassification if=hl  Unrealised Issues Sales
Interest-bearing securities 77 - 0 10 78 -104
Shares 453 - 23 -74 0 -24
Derivatives (net assets and liabilities) -191 - -19 -21 - -
Transfers
Transfers into out from Translation 31 Dec

31 Dec 2015, EURm Settlements level 3 level 3 differences 2015
Interest-bearing securities 0 - -2 - 59
Shares - 27 -333 0 72
Derivatives (net assets and liabilities) 19 450 27-1 - 111

Unrealised gains and losses relate to those amsgtfabilities held at the end of the year. Durihg period NBF transferred shares EUR 333m
from level 3 to level 2. The reason for the transfas that the classification of the equity relafi@udds has been reviewed. During the period
NBF also transferred derivatives (net) of EUR 458om Level 2 to Level 3 and EUR 127m from Leveb3.evel 2. The reason for the transfer
from Level 3 to Level 2 was that observable madett became available. The reason for the trafrsfarLevel 2 to Level 3 was that
observable market data was no longer availablensfeas have also occurred following the impleméaradf an improved and more granular
classification approach. Transfers between levelcansidered to have occurred at the end of fhartiag period. Fair value gains and losses
in the income statement during the year are indudéNet result from items at fair value" (see 8l&Y). Assets and liabilities related to
derivatives are presented net.
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Note 38 Assets and liabilities at fair value, cont

Movements in level 3

Parent company

Fair value gains/losses
recognised in the income
statement during the year

Purchases/

31 Dec 2016, EURm 1Jan 2016 Reclassification iGeh| Unrealised Issues Sales
Interest-bearing securities 59 - 0 -16 4 -16
Shares 71 - 57 -64 11 -15
Derivatives (net assets and liabilities) 111 - 32 971 - -

Transfers into Transfers out  Translation 31 Dec
31 Dec 2016, EURm Settlements level 3 from level 3 differences 2016
Interest-bearing securities 0 1 -21 - 12
Shares - 0 0 - 61
Derivatives (net assets and liabilities) -32 21 79 - 408

Unrealised gains and losses relate to those amsgt#abilities held at the end of the year. Durihg period NBF transferred interest-bearing
securities EUR 1m from Level 2 to Level 3 and EURNXrom Level 3 to Level 2. During the period NBBatransferred derivatives (net) of

EUR 21m from Level 2 to Level 3 and EUR 79m fronvéke3 to level 2. The reason for the transfer filoenel 3 to Level 2 was that

observable market data became available. The rdastme transfer from Level 2 to Level 3 was tbhbservable market data was no longer
available. Fair value gains and losses in the ircetatement during the year are included in "N&iltdrom items at fair value" (see Note 5).
Assets and liabilities related to derivatives aespnted net.

Parent company

Fair value gains/losses
recognised in the income
statement during the year

Purchases/

31 Dec 2015, EURm 1Jan 2015 Reclassification iGehl Unrealised Issues Sales
Interest-bearing securities 77 - 0 10 78 -104
Shares 452 - 23 -74 0 -24
Derivatives (net assets and liabilities) -191 - -19 -21 - -

Transfers into Transfers out  Translation 31 Dec
31 Dec 2015, EURm Settlements level 3 from level 3 differences 2015
Interest-bearing securities 0 - -2 - 59
Shares - 27 -333 - 71
Derivatives (net assets and liabilities) 19 450 27-1 - 111

Unrealised gains and losses relate to those amsettgabilities held at the end of the year. Durting period NBF transferred shares EUR 333m
from level 3 to level 2. The reason for the transfas that the classification of the equity relafi@utds has been reviewed. During the period
NBF also transferred derivatives (net) of EUR 458om Level 2 to Level 3 and EUR 127m from Leveb3.evel 2. The reason for the transfer

from Level 3 to Level 2 was that observable madett became available. The reason for the trafrsfarLevel 2 to Level 3 was that

observable market data was no longer availablensfeas have also occurred following the implemeéaradf an improved and more granular
classification approach. Transfers between lewelcansidered to have occurred at the end of fhertiag period. Fair value gains and losses
in the income statement during the year are includéNet result from items at fair value" (see 8l&Y). Assets and liabilities related to

derivatives are presented net.
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Note 38 Assets and liabilities at fair value, cont
The valuation processes for fair value measurementis level 3

Financial instruments

Nordea has an independent valuation control umau@ Valuation Control (GVC) established as parthef CFO organisation. GVC has the
responsibility of setting the Nordea valuation feamork as well as overseeing and independently sisgegaluations of financial instruments
held at fair value on Nordea’s balance sheet. @¢0eis the Nordea Group Valuation Policy, whiclpraved by the Group Valuation
Committee. The Group Valuation Committee is chabrgdhe Group CFO. It governs valuation mattersaesd serves as escalation point for
valuation issues.

The valuation control process in Nordea consisteuéral steps. The first step is to determinetiteof day (EOD) marking of mid-prices. It is
the responsibility of the business areas to detezrodrrect prices used for the valuation procelses@ prices are either internally marked prices
set by a trading unit or externally sourced pridéee valuation prices and valuation approacheshare controlled and tested by independent
control units. The cornerstone in the control pssds the independent price verification (IPV). TR¥ test comprises verification of the
correctness of valuations by using independentlycgal data that best reflects the market. Fina#iyresults of valuation testing and valuations
are analysed and any findings are escalated wittatran committees as decision making body.

The verification of the correctness of prices atiteoparameters is for most products carried oily.dehird-party information, such as broker
quotes and pricing services, is used as benchnaaakiml the verification. The quality of the benchikndata is assessed on a regular basis. This
quality assessment is used in the measuremeng eBihation uncertainty.

The valuation adjustments at portfolio level anel dieferrals of day 1 P/L on level 3 trades areutaled and reported on a monthly basis. The
actual assessment of instruments in the fair Viaileriarchy is performed on a continuous basis.

Valuation techniques and inputs used in the fair viue measurements in level 3

Group and parent company

31 Dec 2016, EURm Fair value Valuation techniques Unobservable input f:ierlr\]/%?uce’:f

Interest-bearing securities

Mortgage and other credit institutions 11 Discodraash flows Credit spread -1/1

Corporates 1 Discounted cash flows Credit spread

Total 12

Shares

Private equity funds 0 Net asset vdlue +/-0

Hedge funds 31 Net asset valtie -2/2

Credit Funds - - -

Other funds 25 Net asset value/fund pri¢es -2/2

Other 5 - +/-0

Total 61

Derivatives

Interest rate derivatives 340 Option model Corietest -21/18
Volatilities

Equity derivatives 74  Option model Correlations
Volatilities -18/11
Dividend

Foreign exchange derivatives -6 Option model Qaticns +/-0
Volatilities

Credit derivatives -32  Credit derivate model Catiens -13/10
Recovery rates

Other 32 Option model Correlations +/-0
Volatilities

Total 408

* The fair values are based on prices and net assets values delivered by external suppliers/custodians. The prices are fixed by the suppliers/custodians on the basis of the
development in assets behind the investments. For private equity funds the dominant measurement methodology used by the suppliers/custodians, is consistent with the
International Private Equity and Venture Capital Valuation (IPEV) guidelines issued by the EVCA (European Venture Capital Association).
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Note 38 Assets and liabilities at fair value, cont
Valuation techniques and inputs used in the fair viue measurements in level 3

Group and parent company

31 Dec 2015, EURm Fair value Valuation techniques Unobservable input flzi":r\]/%Tu(e):f

Interest-bearing securities

Mortgage and other credit institutions 59 Discodrtash flows Credit spread -4/4

Corporates 0 Discounted cash flows Credit spread -

Total 59

Shares

Private equity funds 2 Net asset vdlue

Hedge funds 38 Net asset valtie

Credit Funds 26 Net asset valtie

Other funds 1 Net asset valde

Other 5 -

Total? 72

Derivatives

Interest rate derivatives 159 Option model Corietfest -26/19
Volatilities

Equity derivatives -23  Option model Correlations -26/19
Volatilities
Dividend

Foreign exchange derivatives -34  Option model €ations +/-0
Volatilities

Credit derivatives -19  Credit derivate model Catieins -8/6
Recovery rates

Other 28 Option model Correlations +/-0
Volatilities

Total 111

* The fair values are based on prices and net assets values delivered by external suppliers/custodians. The prices are fixed by the suppliers/custodians on the basis of the
development in assets behind the investments. For private equity funds the dominant measurement methodology used by the suppliers/custodians, is consistent with the
International Private Equity and Venture Capital Valuation (IPEV) guidelines issued by the EVCA (European Venture Capital Association).

2 Effects of reasonably possible alternative assumptions are EURm -4/4 (EURm -39/39).

The tables above show, for each class of assetiafiliies categorised in Level 3, the fair valtlee valuation techniques used to estimate the
fair value, significant unobservable inputs usethivaluation techniques and for financial asaetsliabilities the fair value sensitivity to
changes in key assumptions.

The column “range of fair value” in the tables ab@hows the sensitivity of the fair values of Le¥dinancial instruments to changes in key
assumptions. Where the exposure to an unobserpatdeneter is offset across different instrumergs tmly the net impact is disclosed in the
table. The range disclosed are likely to be grethagan the true uncertainty in fair value of thesgiiuments, as it is unlikely in practice that all
unobservable parameters would be simultaneousheatxtremes of their ranges of reasonably posalt#enatives. The disclosure is neither
predictive nor indicative of future movements iir falue.

In order to calculate the sensitivity (range) iim fmlue of derivatives a range of different mouhgjlapproaches are applied to determine an
uncertainty interval around the reported fair valliee different approaches applied target varispeets of derivatives pricing. Two common
components of derivative valuation models are Wilaof underlying risk factors and correlationtbeen the relevant risk factors. Each of
these is addressed by applying different assunptmimput and/or the choice of modelling appro&#sides these common factors a number
of asset class specific factors are addressedeThelside equity dividend expectations, recoveguaptions for credit derivatives and inflation
expectations. The fair values of derivatives aessented as the net of assets and liabilities.

In order to calculate the sensitivity (range) iim felue of shares and interest-bearing secutitiedair value was increased and decreased

within a total range of 2-10 percentage units ddpenof the valuation uncertainty and underlyinguasptions. Higher ranges are applied to
instruments with more uncertain valuations relativactively traded instruments and underlying utadeties in individual assumptions.
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Note 38 Assets and liabilities at fair value, cont.
Movements in deferred Day 1 profit or loss

The transaction price for financial instrumentsame cases differs from the fair value at initiagnition measured using a valuation model,
mainly due to that the transaction price is natlelighed in an active market. If there are sigaificunobservable inputs used in the valuation
technique (Level 3), the financial instrument isagnised at the transaction price and any diffexrdratween the transaction price and fair value
at initial recognition measured using a valuatiardel (Day 1 profit) is deferred. For more infornoatisee, Note 1 "Accounting policies". The
table below shows the aggregate difference yeetebognised in the income statement at the begjranid end of the period and a
reconciliation of how this aggregated difference blaanged during the year (movements in deferrgdlmofit).

Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
Deferred day 1 profit - derivatives EURm 2016 2015 2016 2015
Amount at beginning of year -45 -44 -45 -44
Deferred profit/loss on new transactions -19 -14 -19 -14
Recognised in the income statement during the year 16 14 16 14
Subseqguent move to observability 14 0 14 0
Amount at end of year -34 -44 -34 -44
Financial assets and liabilities not held at fair alue on the balance sheet
Group 31 Dec 2016 31 Dec 2015
Level in fair
Carrying Carrying value
EURmM amount Fair value amount Fair value hierarchy
Assets not held at fair value on the balance sheet
Cash and balances with central banks 29,367 29,367 32,613 32,613 3
Loans 66,503 66,393 90,441 90,149 3
Interest bearing-securities 42 42 41 42 2
Other assets and Prepaid expenses and accruedeincom 1,479 1,479 1,600 1,600 3
Total 97,391 97,281 124,695 124,404
Liabilities not held at fair value on the balance beet
Deposits and debt instruments 120,552 120,552 151,881 151,862
Other liabilities and Accrued expenses and prejpaidme 2,244 2,244 2,705 2,705
Total 122,796 122,796 154,586 154,567
Parent 31 Dec 2016 31 Dec 2015
Level in fair
Carrying Carrying value
EURmM amount Fair value amount Fair value hierarchy
Assets not held at fair value on the balance sheet
Cash and balances with central banks 29,367 29,367 32,613 32,613 3
Loans 63,860 63,749 89,276 88,837 3
Interest bearing-securities 42 42 41 42 2
Other assets and Prepaid expenses and accruedeincom 1,439 1,439 1,552 1,552 3
Total 94,708 94,597 123,482 123,044
Liabilities not held at fair value on the balance beet
Deposits and debt instruments 119,178 119,179 151,888 151,869
Other liabilities and Accrued expenses and prejpaidme 2,086 2,086 2,506 2,506
Total 121,264 121,265 154,394 154,375
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Note 38 Assets and liabilities at fair value, cont
Financial assets and liabilities not held at fair alue on the balance sheet

Cash and balances with central banks
The fair value of" Cash and balances with centaakis”, is due to its short term nature, assumedjtial the carrying amount and is thus is
categorised into Level 3 in the fair value hiergrch

Loans

The fair value of "Loans to central banks", "Loangredit institutions" and "Loans to the publi@ve been estimated by discounting the
expected future cash flows with an assumed custmtezest rate that would have been used on thkendithe loans had been issued at the
time of the measurement. The assumed customeesttete is calculated as the benchmark intertsphas the average margin on new
lending in Retail Banking and Wholesale Bankingesgively.

The fair value measurement is categorised into IL&we the fair value hierarchy.

Interest bearing-securities
The fair value is EUR 42m (42), of which EUR Om i@} ategorised in level 1 and EUR 42m (42) in LL&vef the fair value hierarchy. The
measurement principles follow those for similatinments that are held at fair value on the balasheet.

Other assets and prepaid expenses and accrued inoem
The balance sheet items "Other assets" and "Pregp&hses and accrued income" consist of shoritvedes, mainly accrued interest
receivables. The fair value is therefore considéoeghjual the carrying amount and is categoristgliavel 3 in the fair value hierarchy.

Deposits and debt instruments

"The fair value of "Deposits by credit institutidhéDeposits and borrowings from the public”, “Desecurities in issue” and “Subordinated
liabilities” has been calculated as the carryingant adjusted for fair value changes in interegt risk and in own credit risk. The fair value is
categorised into Level 3 in the fair value hiergrchhe fair value changes related to interestniakeis based on changes in relevant interest
rates compared with corresponding nominal inteastin the portfolios. The fair value changeshia ¢redit risk is calculated as a difference
between the credit spread in the nominal integstcompared with the current spread that is obden/the market. This calculation is
performed on an aggregated level for all long tessmances recognised in the balance sheet itent# 48eurities in issue” and “Subordinated
liabilities”. As the contractual maturity is shdor “Deposits by credit institutions” and “Deposéad borrowing from the public” the changes in
Nordea’s own credit risk related to these itenas@imed not to be significant. This is also the fasshort term issuances recognised in the
balance sheet items “Debt securities in issue™&uthordinated liabilities”.

Other liabilities and accrued expenses and prepaithcome

The balance sheet items "Other liabilities" andced expenses and prepaid income" consist of-ghont liabilities, mainly liabilities on
securities settlement. The fair value is theretmmesidered to be equal to the carrying amount suwedtegorised into level 3 in the fair value
hierarchy.
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Note 39 Financial instruments set off on balance o r subject to netting agreements

Group Amounts not set off but subject to master
netting agreements and similar agreements
Gross
recognised
financial
Gross liabilities  Net carrying
recognised setoffon  amount on Financial Cash
financial  the balance the balance Financial collateral collateral
31 Dec 2016, EURm assets sheet sheet  instruments received received Net amount
Assets
Derivatives 220,044 -151,796 68,248 -51,445 - 5,55 11,252
Reverse repurchase agreements 44,753 -9,991 34,762 -2,841 -37,323 - -5,402
Total 264,797 -161,787 103,010 -54,286 -37,323 55,5 5,850
Amounts not set off but subject to master
netting agreements and similar agreements
Gross
recognised
financial
Gross assets set Net carrying
recognised off on the amount on Financial Cash
financial balance the balance Financial collateral collateral
31 Dec 2016, EURm liabilities* sheet sheet  instruments pledged pledged Net amount
Liabilities
Derivatives 221 655 -151 796 69 860 -51 445 - B70 9708
Repurchase agreements 31 199 -9 991 21 207 -10 951 -10 239 - 17
Total 252 854 -161 787 91 067 -62 396 -10 239 -8 707 D 72

Al amounts are measured at fair value.

2Reverse repurchase agreements and Securities borrowing agreements are on the balance sheet classified as Loans to central banks, Loans to credit institutions or Loans to
the public. Repurchase agreements and Securities lending agreements are on the balance sheet classified as Deposits by credit institution or as Deposits and borrowings from
the public.

Group Amounts not set off but subject to master
netting agreements and similar agreements
Gross
recognised
financial
Gross liabilities  Net carrying
recognised set off on amount on Financial Cash
financial  the balance the balance Financial collateral collateral
31 Dec 2015, EURm assets sheet sheet  instruments received received Net amount
Assets
Derivatives 207,755 -127,466 80,290 -62,598 - -Z,58 10,111
Reverse repurchase agreements 63,251 -9,888 53,362 -16,532 -36,631 - 199
Total 271,006 -137,354 133,652 -79,130 -36,631 82,5 10,310
Amounts not set off but subject to master
netting agreements and similar agreements
Gross
recognised
financial
Gross assets set Net carrying
recognised off on the amount on Financial Cash
financial balance the balance Financial collateral collateral
31 Dec 2015, EURm liabilities* sheet sheet instruments pledged pledged Net amount
Liabilities
Derivatives 210,312 -127,466 82,846 -62,598 - 92,3 7,859
Repurchase agreements 45,330 -9,888 35,442 -16,532 -18,875 - 36
Total 255,642 -137,354 118,288 -79,130 -18,875 390, 7,895

* All amounts are measured at fair value.

2Reverse repurchase agreements and Securities borrowing agreements are on the balance sheet classified as Loans to central banks, Loans to credit institutions or Loans to
the public. Repurchase agreements and Securities lending agreements are on the balance sheet classified as Deposits by credit institution or as Deposits and borrowings from
the public.
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Note 39 Financial instruments set off on balance o r subject to netting agreements, cont.

Parent company Amounts not set off but subject to master
netting agreements and similar agreements
Gross
recognised
financial
Gross liabilities Net carrying
recognised set off on amount on Financial Cash
financial the balance the balance Financial collateral collateral
31 Dec 2016, EURm assets sheet sheet instruments received received  Net amount
Assets
Derivatives 220,044 -151,796 68,248 -51,445 - -5,55 11,252
Reverse repurchase agreements 44,753 -9,991 34,762 -2,841 -37,323 - -5,402
Total 264,797 -161,787 103,010 -54,286 -37,323 55,5 5,850
Amounts not set off but subject to master
netting agreements and similar agreements
Gross
recognised
financial
Gross assets set Net carrying
recognised  off on the amount on Financial Cash
financial balance the balance  Financial collateral collateral
31 Dec 2016, EURm liabilities* sheet sheet instruments pledged pledged  Net amount
Liabilities
Derivatives 221 655 -151 796 69 860 -51 445 - 870 9708
Repurchase agreements 31 199 -9 991 21 207 -10 951 -10 239 - 17
Total 252 854 -161 787 91 067 -62 396 -10 239 -8 70 9725

Al amounts are measured at fair value.

2Reverse repurchase agreements and Securities borrowing agreements are on the balance sheet classified as Loans to central banks, Loans to credit institutions or Loans to
the public. Repurchase agreements and Securities lending agreements are on the balance sheet classified as Deposits by credit institutions or as Deposits and borrowings
from the public.

Parent company Amounts not set off but subject to master

netting agreements and similar agreements

Gross
recognised
financial
Gross liabilities Net carrying
recognised set off on amount on Financial Cash
financial the balance  the balance  Financial collateral collateral
31 Dec 2015, EURm assets sheet sheet  instruments received received Net amount
Assets
Derivatives 207,755 -127,466 80,290 -62,598 - 2,58 10,111
Reverse repurchase agreements 63,251 -9,888 53,362-16,532 -36,631 - 199
Total 271,006 -137,354 133,652 -79,130 -36,631 82,5 10,310
Amounts not set off but subject to master
netting agreements and similar agreements
Gross
recognised
financial
Gross assets set  Net carrying
recognised  off on the amount on Financial Cash
financial balance the balance  Financial collateral collateral
31 Dec 2015, EURm liabilities" sheet sheet instruments pledged pledged  Net amount
Liabilities
Derivatives 210,312 -127,466 82,846 -62,598 - 92,3 7,859
Repurchase agreements 45,330 -9,888 35,442 -16,532 -18,875 - 36
Total 255,642 -137,354 118,288 -79,130 -18,875 390, 7,895

 All amounts are measured at fair value.

2Reverse repurchase agreements and Securities borrowing agreements are on the balance sheet classified as Loans to central banks, Loans to credit institutions or Loans to
the public. Repurchase agreements and Securities lending agreements are on the balance sheet classified as Deposits by credit institutions or as Deposits and borrowings
from the public.
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Note 39 Financial instruments set off on balance o r subject to netting agreements, cont.

Enforceable master netting arrangements and similangreements

The fact that financial instruments are being anted for on a gross basis on the balance sheetdwotiimply that the financial instruments
are not subject to master netting agreements dlasierrangements. Generally financial instrumédesivatives, repos and securities lending
transactions), would be subject to master nettgrgements, and as a consequence, Nordea woultbivedito benefit from netting both in the
ordinary course of business and in the case ofitéfavards its counter parties, in any calculaionolving counterparty credit risk. The
reason why the netted exposures are not reflectéerassets and liabilities on the balance sheetldan most instances depend on the limited
application of net settlement of financial trangats.

For a description of counterparty risk see sed®@k, Liquidity and Capital management, counterparédit risk, in the Board of Directors'
report.

Note 40 Transferred assets and obtained collateral s

Transferred assets that are not derecognised in tiveentirety and associated liabilities
All assets transferred continue to be recognisethemalance sheet if Nordea is still exposed tmghs in the fair value of the assets. This is
the case for repurchase agreements and secueitiding) transactions.

Repurchase agreements are a form of collateratisedwing where Nordea sells securities with areagrent to repurchase them at a later date
at a fixed price. The cash received is recogniseal deposit (liability). Securities delivered undggurchase agreements are not derecognised
from the balance sheet.

Securities lending transactions are transactioreyevNordea lends securities it holds to a countegal receives a fee.

As both repurchase agreements and securities Epirdinsactions results in the securities are retuta Nordea, all risks and rewards of the
instruments transferred is retained by Nordeapaljh they are not available for Nordea during theqa they are transferred. The counterpart
in the transactions holds the securities as co#liteut has no recourse to other assets in Nordea.

The securities are still reported on the balaneetsand the corresponding liabilities are measatéalir value.

Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURM 2016 2015 2016 2015
Repurchase agreements
Interest-bearing securities 4,139 4,627 4,139 4,627
Total 4,139 4,627 4,139 4,627
Liabilities associated with the assets
Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURM 2016 2015 2016 2015
Repurchase agreements
Deposits by credit institutions 1,648 2,706 1,648 2706
Deposits and borrowings from the public 2,491 1,921 2,491 1921
Total 4,139 4,627 4,139 4,627
Net 0 0 0 0

Obtained collaterals which are permitted to be solar repledged

NBF obtains collaterals under reverse repurchadesacurities borrowing agreements which, undetetras of the agreements, can be sold or
repledged. The transactions are conducted undetath agreements employed by financial marketscgzahts. Generally, the agreements
require additional collateral to be provided if tredue of the securities falls below a predetermiilesel. Under standard terms for most
repurchase transactions, the recipient of collaters an unrestricted right to sell or repledgsubject to returning equivalent securities on
settlement of the transactions. The fair valuehefgecurities obtained as collateral under reveysgrchase and securities borrowing
agreements are disclosed below.

Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURM 2016 2015 2016 2015
Reverse repurchase agreements
Received collaterals which can be repledged or sold 32,629 40,915 32,629 40,915
- of which repledged or sold 16,151 19,660 16,151 19,660
Total 32,629 40,915 32,629 40,915

Nordea Bank Finland Plc - Annual Report 2016 116



Note 41 Maturity analysis for assets and liabiliti ~ es
Group
Expected maturity
31 Dec 2016 31 Dec 2015
Expected to be recovered Expected to be recovered
or settled: or settled:
Within 12 After 12 Within 12 After 12
EURM Note months months Total months months Total
Cash and balances with central banks 29,367 - ,3629 32,613 - 32,613
Loans to central banks 13 299 - 299 5,328 - 5,328
Loans to credit institutions 13 18,222 8,122 28,34 20,929 6,160 27,089
Loans to the public 13 32,541 32,070 64,611 45,624 55,823 101,447
Interest-bearing securities 14 7,470 19,898 27,368 9,850 20,293 30,143
Financial instruments pledged as
collateral 15 1,130 3,009 4,139 1,504 3,123 4,627
Shares 16 1,262 0 1,262 2,019 1 2,020
Derivatives 17 12,398 56,165 68,563 11,865 68,692 80,557
Fair value changes of the hedged items in
portfolio hedge of interest rate risk 15 6 21 3 8 4 51
Investments in associated undertakings 19 2 32 34 2 40 42
Intangible assets 20 13 29 42 8 36 44
Properties and equipment 2 82 84 6 70 76
Investment properties - 1 1 - 1 1
Deferred tax assets 12 0 14 0 14
Current tax assets 12 - 5 1 - 1
Retirement benefit assets 30 - 78 78 - 90 90
Other assets 22 16,232 6 16,238 17,010 5 17,015
Prepaid expenses and accrued income 23 316 - 316 2 43 - 432
Total assets 119,277 119,498 238,775 147,208 38, 301,590
Deposits by credit institutions 24 59,783 4,135 9&8, 73,178 4,984 78,162
Deposits and borrowings from the public 25 55,191 611 55,352 61,486 667 62,153
Debt securities in issue 26 11,911 6,596 18,507 ,6519 23,756 43,407
Derivatives 17 13,643 57,221 70,864 13,778 69,760 83,538
Fair value changes of the hedged items in
portfolio hedge of interest rate risk 3 22 25 50 507 557
Current tax liabilities 12 65 - 65 77 - 77
Other liabilities 27 17,487 - 17,487 20,066 - 26,06
Accrued expenses and prepaid income 28 382 4 386 2 56 5 567
Deferred tax liabilities 12 39 21 60 36 18 54
Provisions 29 0 63 63 1 80 81
Retirement benefit liabilities 30 - 6 6 1 3 4
Subordinated liabilities 31 - 632 632 - 628 628
Total liabilities 158,504 68,861 227,365 188,886 100,408 289,294
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Note 41 Maturity analysis for assets and liabiliti  es, cont.
Parent company
Expected maturity
31 Dec 2016 31 Dec 2015
Expected to be recovered Expected to be recovered
or settled: or settled:
Within 12 After 12 Within 12 After 12
EURM Note months months Total months months Total
Cash and balances with central banks 29,367 ,3629 32,613 - 32,613
Loans to central banks 13 100 - 100 5,129 - 5,129
Loans to credit institutions 13 21,783 9,973 31,756 24,337 9,170 33,507
Loans to the public 13 27,758 28,996 56,754 41,145 52,918 94,063
Interest-bearing securities 14 7,470 19,898 27,368 9,850 20,293 30,143
Financial instruments pledged as
collateral 15 1,130 3,009 4,139 1,504 3,123 4,627
Shares 16 1,262 - 1,262 2,019 - 2,019
Derivatives 17 12,397 56,166 68,563 11,865 68,692 80,557
Fair value changes of the hedged items in
portfolio hedge of interest rate risk 15 6 21 3 8 4 51
Investments in group undertakings 18 - 306 306 - 309 309
Investments in associated undertakings 19 - 8 8 - 28 28
Intangible assets 20 - 26 26 - 31 31
Properties and equipment - 80 80 - 69 69
Investment properties - 1 1 - 1 1
Deferred tax assets 12 0 - 0 12 - 12
Retirement benefit assets 30 - 78 78 - 90 90
Other assets 22 16,205 - 16,205 16,970 - 16,970
Prepaid expenses and accrued income 23 222 222 3 26 - 263
Total assets 117,709 118,547 236,256 145,710 =4, 300,482
Deposits by credit institutions 24 58,436 4,109 583, 73,188 4,984 78,172
Deposits and borrowings from the public 25 55,190 611 55,351 61,483 667 62,150
Debt securities in issue 26 11,911 6,596 18,507 ,6519 23,756 43,407
Derivatives 17 13,644 57,220 70,864 13,778 69,760 83,538
Fair value changes of the hedged items in
portfolio hedge of interest rate risk 3 22 25 50 507 557
Current tax liabilities 12 65 - 65 77 - 77
Other liabilities 27 17,296 - 17,296 19,856 - 18,85
Accrued expenses and prepaid income 28 268 268 2 38 - 382
Provisions 29 - 62 62 - 78 78
Retirement benefit liabilities 30 - 4 4 - 4 4
Subordinated liabilities 31 - 632 632 - 628 628
Total liabilities 156,813 68,806 225,619 188,465 100,384 288,849
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Note 41 Maturity analysis for assets and liabiliti  es, cont.
Contractual undiscounted cash flows
Group

Payable  Maximum More than
31 Dec 2016, EURm ondemand 3 months 3-12 months  1-5 years 5 years Total
Interest-bearing financial assets 34,567 53,549 14,253 49,098 17,213 168,680
Non interest-bearing financial assets 17,343 17,343
Non-financial assets 741 741
Total assets 34,567 53,549 14,253 49,098 35,297 186,763
Interest-bearing financial liabilities 48,307 72,525 18,931 9,355 153 149,272
Non interest-bearing financial liabilities 18,091 18,091
Non-financial liabilities and equity 11,410 11,410
Total liabilities and equity 48,307 72,525 18,931 9,355 29,653 178,772
Derivatives, cash inflow 591,920 152,001 214,497 25,013 983,432
Derivatives, cash outflow 590,211 154,959 218,153 25,133 988,455
Net exposure 0 1,710 -2,958 -3,656 -119 -5,024
Exposure -13,741 -17,266 -7,637 36,086 5,525 2,968
Cumulative exposure -13,741 -31,007 -38,643 -2,557 2,968
Group

Payable  Maximum More than
31 Dec 2015, EURm ondemand 3 months 3-12 months 1-5 years 5 years Total
Interest-bearing financial assets 40,166 66,539 24,891 53,088 36,266 220,949
Non interest-bearing financial assets 99,511 99,511
Non-financial assets 832 832
Total assets 40,166 66,539 24,891 53,088 136,608 321,292
Interest-bearing financial liabilities 48,601 91,441 25,095 23,865 7,411 196,413
Non interest-bearing financial liabilities 104,152 104,152
Non-financial liabilities and equity 13,089 13,089
Total liabilities and equity 48,601 91,441 25,095 23,865 124,652 313,654
Derivatives, cash inflow 546,220 110,138 46,883 9,444 712,685
Derivatives, cash outflow 546,781 111,220 52,935 9,916 720,853
Net exposure 0 -561 -1,081 -6,052 -472 -8,167
Exposure -8,435 -25,463 -1,286 23,171 11,483 -529
Cumulative exposure -8,435 -33,898 -35,184 -12,013 -529
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Note 41 Maturity analysis for assets and liabiliti  es, cont.
Contractual undiscounted cash flows

Parent company

Payable  Maximum More than
31 Dec 2016, EURm ondemand 3 months 3-12 months  1-5 years 5 years Total
Interest-bearing financial assets 34,543 49,773 16,125 48,532 16,919 165,893
Non interest-bearing financial assets 17,302 17,302
Non-financial assets 907 907
Total assets 34,543 49,773 16,125 48,532 35,128 184,102
Interest-bearing financial liabilities 48,191 71,495 18,798 9,263 152 147,899
Non interest-bearing financial liabilities 17,718 17,718
Non-financial liabilities and equity 10,637 10,637
Total liabilities and equity 48,191 71,495 18,798 9,263 28,507 176,254
Derivatives, cash inflow 591,920 152,001 214,497 25,013 983,432
Derivatives, cash outflow 590,211 154,959 218,153 25,133 988,455
Net exposure 0 1,710 -2,958 -3,656 -119 -5,024
Exposure -13,648 -20,012 -5,631 35,613 6,502 2,824
Cumulative exposure -13,648 -33,660 -39,291 -3,678 2,824
Parent company

Payable  Maximum More than
31 Dec 2015, EURm ondemand 3 months 3-12 months 1-5 years 5 years Total
Interest-bearing financial assets 40,153 66,728 24,927 53,695 34,131 219,633
Non interest-bearing financial assets 99,859 99,859
Non-financial assets 541 541
Total assets 40,153 66,728 24,927 53,695 134,531 320,033
Interest-bearing financial liabilities 48,601 91,442 25,099 23,866 7,412 196,420
Non interest-bearing financial liabilities 103,952 103,952
Non-financial liabilities and equity 12,174 12,174
Total liabilities and equity 48,601 91,442 25,099 23,866 123,538 312,546
Derivatives, cash inflow 546,220 110,138 46,883 9,444 712,685
Derivatives, cash outflow 546,781 111,220 52,935 9,916 720,853
Net exposure 0 -561 -1,081 -6,052 -472 -8,167
Exposure -8,448 -25,275 -1,253 23,776 10,521 -680
Cumulative exposure -8,448 -33,723 -34,977 -11,201 -680

The table is based on contractual maturities feriflance sheet items. For derivatives, the expeetsh inflows and outflows are disclosed for
both derivative assets and derivative liabilit@s derivatives are managed on a net basis. Ini@uttitthe instruments on the balance sheet
items, Nordea has credit commitments amountingiB B5,043m (13,613), which could be drawn on attang.

NBF has also issued guarantees of EUR 26,127m81)Lyéhich may lead to future cash outflows if certavents occur.
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Note 42 Related-party transactions

Shareholders with significant influence and clasmify members to key management personnel in thidédoGroup as well as companies
significantly influenced by key management persbonéy close family members to key managementquersl in the Nordea Group are
considered to be related parties to Nordea. Indu¢his group of related parties are Sampo OgljAegon Asset Management. If transactions
with related companies are made in Nordea's ancetated companies' ordinary course of busines®aritie same criteria and terms as those
for comparable transactions with parties of sinsi@anding, and if they did not involve more thammal risk taking, the transactions are not
included in the table. Nordea has thus not disdi@sg/ transactions with shareholders with significafluence.

Group
Nordea Group Nordea Group
undertakings associated undertakings  Other related parties

31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015 2016 2015
Assets
Loans 26,040 25,580 108 164 - -
Interest-bearing securities 1,770 2,115 24 73 - -
Financial instruments pledged as collateral 209 286 - - - -
Derivatives 2,991 3,909 42 76 - -
Other assets 1,027 1,860 - - - -
Prepaid expenses and accrued income 25 14 - -
Total assets 32,062 33,764 174 313 - -
Liabilities
Deposits 38,034 47,061 40 4 13 11
Debt securities in issue 326 587 - - - -
Derivatives 4,680 5,925 26 112 - -
Subordinated liabilities 550 550 - - - -
Other liabilities 102 85 - - - -
Accrued expenses and deferred income 138 204 - - -
Total liabilities 43,830 54,412 66 116 13 11
Off balance* 351,142 248,344 1,585 3,337 - -
: Including nominal values on derivatives.
Group

31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015 2016 2015
Net interest income 78 85 2 2 0 0
Net fee and commission income -426 -454 1 1 0 0
Net result from items at fair value 87 790 52 246 - -
Other operating income 32 18 0 0 - -
Total operating expenses -212 -189 0 0 - -
Profit before loan losses -441 250 55 249 0 0

Parent company

Group undertakings

Associated undertakings

Other related parties

31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015 2016 2015
Assets
Loans 31,452 32,004 86 142 - -
Interest-bearing securities 1,770 2,115 - - - -
Financial instruments pledged as collateral 209 286 - - - -
Derivatives 2,991 3,909 2 4 - -
Investments in associated undertakings - - 8 28 - -
Investments in group undertakings 306 309 - - - -
Other assets 1,027 1,860 - - - -
Prepaid expenses and accrued income 29 21 - -
Total assets 37,784 40,504 96 174 - -
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Note 42 Related-party transactions, cont.

Parent company

Group undertakings ~ Associated undertakings

Other related parties

31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015 2016 2015
Liabilities
Deposits 36,662 47,071 40 4 13 11
Debt securities in issue 326 587 - - - -
Derivatives 4,680 5,925 - - - -
Subordinated liabilities 550 550 - - - -
Other liabilities 102 85 - - - -
Accrued expenses and deferred income 74 136 -
Total liabilities 42,394 54,354 40 4 13 11
Off balance* 351,393 248,700 70 93 - -
*Including nominal values on derivatives.
Parent company

31 Dec 31 Dec 31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015 2016 2015
Net interest income 86 101 2 2 0 0
Net fee and commission income -358 -387 0 0
Net result from items at fair value 88 790 1 -
Other operating income 37 22 - - - -
Total operating expenses -206 -190 - - - -
Profit before loan losses -353 336 3 3 0 0

The terms “group undertakings” and “associated ttallimgs” refer to group undertakings and assodiatedertakings of the Nordea Group.
Related-party transactions of Nordea Bank Finlamaufs and the Nordea Group are included in grouperiakings of the parent company.

Compensations and loans and receivables to key magement personnel
Compensations and loans to Key management persarmspecified in Note 8.

Note 43 Credit risk disclosure

Credit risk management and credit risk analysisdaseribed in the Risk, Liquidity and Capital maemagnt section of the Board of Directors”
Report. Additional information on credit risk issaldisclosed in the Capital and Risk ManagemenbR&016 (Pillar I11), which is available at

www.nordea.com.

Group

31 Dec 31 Dec
Exposure types, EURmM 2016 2015
On-balance sheet items 112,815 139,620
Off-balance sheet items 20,728 11,828
Securities financing 3,471 4,828
Derivatives 24,177 24,437
Exposure At Default (EAD) 161,191 180,713

: Figures have been restated for 2015

Tables presented in this note, containing exposuespresented as Exposure At Default (EAD). EADésexposure after applying credit

conversion factors (CCF).
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Note 43 Credit risk disclosure, cont.

Link between credit risk exposure and the balanceteet
This section discloses the link between the loatf@m as defined by accounting standards and supoas defined in Capital Requirements
Regulation (CRR). The main differences are outlimetthis section to illustrate the link between thfferent reporting methods.

Original exposure is the exposure before taking &mcount substitution effects stemming from cradi mitigation, credit conversion factors
(CCFs) for off-balance sheet exposure and allonandthin the standardised approach. In this nateidver, exposure is defined as exposure
at default (EAD) for IRB exposure and exposure gdbr standardised exposure unless otherwise statadcordance with the CRR, credit
risk exposure presented in this note, is divideéd @xposure classes where each exposure classdsedlinto exposure types as follows:

. On-balance sheet items

. Off-balance sheet items (e.g. guarantees, creditritments and unutilised lines of credit)

. Securities financing (e.g. reverse repurchase amets and securities lending)

. Derivatives

Items presented in other parts of the Annual Regrertivided as follows (in accordance with theoaating standards):

. On-balance sheet items (e.g. loans to central bamisredit institutions, loans to the public, rseerepurchase agreements, positive fair
value for derivatives and interest-bearing seasijti

. Off-balance sheet items (e.g. guarantees and isedtilines of credit)

The table below shows the link between the CRRitrisit exposure and items presented in the AnRegilort.

On-balance sheet items

The following items are excluded from the balarfoees, when on-balance sheet exposure is calculatadcordance with the CRR:

. Market risk related items in the trading book, sasltertain interest-bearing securities and pledgg#timents.

. Repos, derivatives and securities lending. Theseséctions are either included in the calculatfiomarket risk in the trading book or
reported as separate exposure types (derivativescarities financing).

. Other, mainly allowances and intangible assets.

Off-balance sheet items

The following off-balance sheet items specifiedhia Annual Report are excluded when off-balancesuge is calculated in accordance with
the CRR:

. “Assets pledged as security for own liabilitiestei®ther assets pledged” (apart from leasing). €hemnsactions are reported as

. securities financing (i.e. a separate exposure type

. Derivatives

Derivatives and securities financing

The fair value of derivatives in the balance she@te nominal amount on derivatives are reportdebafance in accordance with accounting
standards. However, in the CRR, the derivativessaudrities financing are reported as separatesexpdypes. Also, repurchase agreements
and securities lending/borrowing transactions aréhe balance sheet calculated based on noming Mal the CRR calculations these
exposure types are determined net of the collateral

On-balance sheet items

Group
Repos, Items
Items derivatives, excluded from
Original related to securities CCR scope of Balance
31 Dec 2016, EURm exposure market risk lending  consolidation Other sheet
Cash and balances with central banks 29,367 - - - - 29,367
Loans to central banks and credit institutions 23,9 - 2,719 - - 26,643
Loans to the public 43,170 - 22,052 -5 -607 64,611
Interest-bearing securities and pledged instruments 15,596 15,911 - - - 31,507
Derivatives - - 68,563 - - 68,563
Intangible assets - - - - 42 42
Other assets and prepaid expenses 801 15,828 98 80 1,234 18,042
Total assets 112,859 31,739 93,432 76 669 238,775
Exposure at defaul? 112,815

! Derivatives are included in banking and trading books, but not at book values. Counterparty risk in trading derivatives is included in the credit risk.
2 The on-balance exposure have a CCF of 100%, but can still have a lower EAD due to provisions in the standardised approach, that are deducted from the original exposure
when calculating EAD.
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Note 43 Credit risk disclosure, cont.
On-balance sheet items

Group
Repos, Items
Items derivatives, excluded from
Original related to securities CCR scope of Balance
31 Dec 2015, EURm exposure market risk lending  consolidation Other sheet
Cash and balances with central banks 32,613 B - - - 32,613
Loans to central banks and credit institutions 23,8 ° 8,596 4 32,417
Loans to the public 67,210 ° 34,878 -6 -635 101,447
Interest-bearing securities and pledged instruments 14,850 19,921 - - 34,771
Derivative$ - B 80,557 - - 80,557
Intangible assets - B - - 44 44
Other assets and prepaid expenses 1,175 17,297 116 70 1,083 19,742
Total assets 139,665 37,218 124,147 68 491 301,590
Exposure at defaul? * 139,620

* Derivatives are included in banking and trading books, but not at book values. Counterparty risk in trading derivatives is included in the credit risk.
2 The on-balance exposure have a CCF of 100%, but can still have a lower EAD due to provisions in the standardised approach, that are deducted from the original exposure

when calculating EAD.
% Exposure at default has been restated for 2015

Off-balance sheet items

Group
Credit risk in
accordance  Off-balance
31 Dec 2016, EURm with CRR sheet
Contingent liabilities 27,436 27,436
Commitments 15,185 15,185
Total 42,622 42,622
Credit risk in Items not Average Exposure at
accordance included in Original conversion default
31 Dec 2016, EURm with CRR accounts exposure factor EAD
Credit facilities 7,052 4,168 11,219 47% 5,308
Checking accounts 6,892 - 6,892 49% 3,357
Loan commitments 1,344 50 1,394 45% 621
Guarantees 26,313 - 26,313 42% 11,111
Other 1,020 - 1,020 32% 331
Total 42,622 4,217 46,839 20,728
Credit risk in
accordance  Off-balance
31 Dec 2015, EURm with CRR sheet
Contingent liabilities 12,432 12,432
Commitments 13,972 13,972
Total 26,404 26,404
Credit risk in Items not Average Exposure at
accordance included in Original conversion default
31 Dec 2015, EURm with CRR accounts exposure factor EAD
Credit facilities 5,810 4,611 10,421 38% 3,945
Checking accounts 7,157 - 7,157 44% 3,121
Loan commitments 979 347 1,326 44% 579
Guarantees 11,646 - 11,646 34% 3,926
Other 812 - 812 32% 257
Total 26,404 4,958 31,362 11,828
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Note 43 Credit risk disclosure, cont.
Exposure split by industry group

In the table below, the total exposure is splitiustry. The industry breakdown mainly follows Bbal Industries Classification Standard
(GICS) and is based on NACE codes (i.e. statistilgaisification codes of economic activities in Fxeopean community). Banks is the largest
sector followed by other, public and organisatiofegether they account for more than 67% of thal #tposure of EUR 161bn. The largest
nominal decrease was found within the other, pudiit organisations industry and the largest nonimtagéase within other financial
institutions. Total exposures decreased to EUR A@0416 from EUR 181bn 2015, the main reason fariththe move of exposures from
Nordea Bank Finland Plc to Nordea Mortgage Bankndu2016.

Group

31 Dec 31 Dec
EURM 2016 2015
Banks 69,331 68,937
Construction and engineering 1,501 1,387
Consumer durables (cars, appliances, etc.) 1,346 1,705
Consumer staples (food, agriculture etc.) 2,064 2,099
Energy (oil, gas, etc.) 924 591
Health care and pharmaceuticals 1,005 810
Industrial capital goods 2,614 2,809
Industrial commercial services 3,424 3,397
IT software, hardware and services 814 744
Media and leisure 876 859
Metals and mining materials 292 242
Other financial institutions 10,205 8,638
Other materials (chemical, building materials etc.) 2,475 2,538
Other, public and organisations 39,118 57,572
Paper and forest materials 1,545 1,451
Real estate management and investment 10,065 12,273
Retail trade 3,413 3,437
Shipping and offshore 3,844 4,540
Telecommunication equipment 178 172
Telecommunication operators 644 715
Transportation 2,428 2,134
Utilities (distribution and production) 3,087 3,664
Total exposure 161,191 180,713

Figures have been restated for 2015

Collateral distribution

The table below presents the distribution of celialtused in the capital adequacy calculation m®cEhe table shows real estate to constitute a
major share of eligible collateral items even tHoadarge drop since 2015 is seen. The reasohdatdcrease within residential real estate is
the move of exposures from Nordea Bank Plc to Nmidertgage Bank Plc during 2016. The relative slofedl the other collaterals increased
during the year.

Group

EURmM 31 Dec 2016 31 Dec 2015
Financial Collateral 4% 2%
Receivables 4% 2%
Residential Real Estate 49% 74%
Commercial Real Estate 21% 11%
Other Physical Collateral 21% 12%
Total 100% 100%
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Note 43 Credit risk disclosure, cont.
Collaterised Debt Obligations (CDO) - Exposuré

Nordea acts as an intermediary in the credit dévies.market, especially in Nordic names. Nordea akes credit derivatives to hedge
positions in corporate bonds and synthetic CDOseMifordea sells protection in a CDO transactioceiities the risk of losses in the reference
portfolio if a credit event occurs. When Nordea $pyotection in a CDO transaction, any lossesérréfierence portfolio triggered by a credit

event are carried by the seller of protection.

Credit derivatives transactions create counterpgagsglit risk in similar manner to other derivativensactions. Counterparties in these
transactions are typically subject to a financ@lateral agreement, where the exposure is covdaéd by collateral placements.

Group and parent company

31 Dec 2016 31 Dec 2015

Bought Sold Bought Sold
Nominals, EURm protection protection protection protection
CDOs, gross 842 2,190 788 1,854
Hedged exposures 806 805 754 754
CDOs, nef 36 1,385 34 1,100
- of which Equity 3 86 3 74
- of which Mezzanine 15 643 10 539
- of which Senior 18 656 21 487

* First-to-Default swaps are not classified as CDOs and are therefore not included in the table. Net bought protection amounts to EUR 7m (15) and net sold protection to EUR

13m (64). Both bought and sold protection are, to the predominant part, investment grade.

2 Net exposure disregards exposure where tranches are completely identical in terms of reference pool attachment, detachment, maturity and currency.

% Of which investment grade EUR 0m (0) and sub investment grade EUR 36m (34).
4 Of which investment grade EUR 545m (538) and sub investment grade EUR 840m (563) and not rated EUR Om (0).

Assets taken over for protection of clains

Group Parent company
31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 2015 2016 2015
Current assets, carrying amount:
Shares and other participations 1 1 1
Other assets 2 1 -
Total 3 2 1 2

*In accordance with Nordea’s policy for taking over assets for protection of claims, which is in compliance with the local Banking Business Acts, wherever Nordea is located.

Assets, used as collateral for the loan, are generally taken over when the customer is not able to fulfil its obligations to Nordea.

Past due loans, excl. impaired loans

The table below shows past due loans not impapktdby corporate and household customers. Pastsddefined as a loan payment that has
not been made as of its due date. Past due lomosgorate customers that are not considered ieghaiere at end of 2016 EUR 297m up from

EUR 245m one year ago. Past due loans for housebstdmers decreased to EUR 288m (565).

Group

31 Dec 2016 31 Dec 2015

Parent company

31 Dec 2016
Corporate Household Corporate Household Corporate Household

31 Dec 2015
Corporate Household

EURM customers customers customers customers customers customers customers customers
6-30 days 129 146 146 364 45 121 103 358
31-60 days 63 84 48 108 19 41 39 106
61-90 days 44 42 14 35 9 22 10 34
>90 days 60 15 37 58 39 12 26 32
Total 297 288 245 565 112 195 177 530
Past due not impaired loans

divided by loans to the public

after allowances, % 0.62 1.82 0.39 1.53 0.26 1.53 300 1.56
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Note 43 Credit risk disclosure, cont.

Loans to corporate customers, by size of loan
The distribution of loans to corporate customersig of loans shows that approximately 82% (8hefcorporate volume represents loans up
to EUR 50m.

Group Parent company

31 Dec 31 Dec 31 Dec 31 Dec
EURmM 2016 % 2015 % 2016 % 2015 %
0-10 26,849 56.3 34,723 55.0 24,161 56.3 32,326 0 55.
10-50 12,484 26.2 16,250 25.7 11,234 26.2 15,128 725
50-100 3,785 7.9 5,321 8.4 3,406 7.9 4,954 8.4
100-250 4,568 9.6 6,089 9.6 4,111 9.6 5,669 9.6
250-500 0 0.0 796 13 0 0.0 741 13
500- 0 0.0 0 0.0 0 0.0 0 0.0
Total 47,687 100.0 63,179 100.0 42,913 100.0 58,818 100.0

Interest-bearing securities
For more information about credit risk relatedrtterest-bearing securities, see Note 14 whereairging amount of interest-bearing securities
is split on different types of counterparties.

Note 44 Interests in structured entities

Structured entities are entities designed so tbtg or similar rights are not the dominant fadgtodeciding who controls the entity. It
normally has restricted activities with a narrovd avell defined objective. If Nordea controls suchestity, it is consolidated.

Unconsolidated structured entities

For structured entities in which Nordea has arré@stebut does not control it, disclosures are pledi To be considered to have an interest in
such an entity, Nordea must be exposed to vatgbilireturns on the investment in the structunetite Investment funds are the only interest
in unconsolidated structured entities Nordea ctirdrolds. Variability in returns is assessed basedboth fees received and revaluation of
holdings in the funds.

There are several different products where Nordeesis in investment funds:
. on behalf of depositors where the return is baksednvestment

. to hedge exposures in structured products issuedstomers

. illiquid investments in private equity and credinfls

As Nordea is exposed to variability in returns ayrass basis, information about these funds ardadied although the net exposure is
considerably less.

Investment funds acquired to hedge exposuresuntstied products reduce the exposures and to thatehedges are effective, Nordea is not
exposed to changes in value. The maximum lossesetfunds is estimated to EUR 6m, net of hedges.

NBF's interests in unconsolidated structured exgtiind any related liability are disclosed in tige below:

Group Parent company

31 Dec 31 Dec
EURM 2016 2016
Assets, carrying amount
Shares 245 245
Total assets 245 245
Liabilities
Derivatives 198 198
Total liabilities 198 198

NBF has not sponsored any unconsolidated struceméty in which NBF does not currently have areiast.
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Note 45 Country by country reporting

In accordance with the requirements under the Ac€iedit Institutions, the table below presentsefach country where NBF is established, i.e.
where NBF has a physical presence, information tath@businesses, the geographical area, averageenwf employees, total operating
income, operating profit and income tax expense-MBconsidered to have physical presence in atpoiffNBF has a subsidiary, associated
undertaking or branch in that country. NBF hasreoeived any significant government subsidies.

Group
2016
Average Total operating Income tax

number of incomé, Operating expense,
Country Business Geographical area employees EURmM profit, EURm EURmM
Denmark wB Denmark - 246 216 -58
Finland RB, WB Finland 7,135 1,540 653 -112
Sweden wB Sweden B 120 108 -28
Norway WB Norway B 82 75 0
Estonia WB Estonia B 25 19 -3
Latvia WB Latvia - 15 12 -2
Lithuania WB Lithuania B 14 11 -1
United Kingdom WB London ° 16 15 -3
United States RB, WB New York 117 142 82 -24
Singapore RB, WB Singapore 74 45 2 0
Total 7,326 2,245 1,194 -232

2015
Average Total operating Income tax

number of incomé, Operating expense,
Country Business Geographical area employees EURmM profit, EURm EURmM
Denmark WB Denmark - 281 250 -59
Finland RB, WB Finland 7,096 1,692 751 -184
Sweden WB Sweden - 152 131 -29
Norway WB Norway - 108 101 -27
Estonia wB Estonia - 24 12 -3
Latvia WB Latvia - 15 12 -2
Lithuania wB Lithuania - 14 12 -1
United Kingdom WB London - 9 9 -2
United States RB, WB New York 116 140 93 -37
Singapore RB, WB Singapore 73 50 31 -3
Total 7,285 2,485 1,402 -347

* RB= Retail banking, WB=Wholesale banking

2 Total operating income presented in this table is split on countries based on where Nordea has a physical presence, i.e. where Nordea has a subsidiary, associated
undertaking or branch, while total operating profit presented in Note 2 is split on countries based on the location of the customers” operations.
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Note 46 Nordea shares

Nordea Bank Finland Plc does not possess its oareshDuring the year, Nordea Bank Finland has woaigd sold shares in its parent
company Nordea Bank AB (publ) as part of its nortreding and market making activities. The tradesspecified in the table enclosed. The
increased volumes are explained by higher traditigity in NBF.

Acquisitions Sales
Average

Month Quantity acq.price Amount, EUR Quantity  Average price AmouiiR
January 7,106,582 9.41 66,903,409.39 -7,975,376 6 9.4 -75,418,337.72
February 4,339,833 8.84 38,383,082.41 -4,912,800 00 9. -44,223,697.95
March 2,993,935 9.09 27,229,516.38 -3,221,795 9.10-29,309,587.21
April 5,319,476 8.31 44,193,969.34 -7,441,548 8.28 -61,644,296.67
May 5,290,702 7.93 41,938,003.37 -6,390,574 7.94 0,743,074.93
June 10,622,465 7.95 84,496,584.17 -9,090,035 7.7370,296,541.85
July 3,363,864 7.64 25,695,597.78 -4,053,130 7.69 31,181,885.41
August 4,109,844 8.41 34,551,023.33 -4,558,211 8.51-38,785,659.06
September 15,647,683 9.07 141,962,889.32 -16,080,67 9.05 -145,493,560.31
October 4,946,664 9.31 46,076,076.94 -5,113,017 6 9.2 -47,356,511.23
November 5,122,126 9.67 49,508,060.81 -4,810,151 75 9. -46,876,951.00
December 8,683,076 10.48 91,028,567.11 -8,383,789 0.451 -87,578,144.73

77,546,250 691,966,780.35 -82,021,104 -728,963038

The quota value of the Nordea Bank AB (publ) shisfeUR 1.00. The trades had an insignificant eféecthe shareholding and voting-power
in Nordea Bank AB (publ). At year-end 2016 NBF odrig996,094 shares of the parent company.

Note 47 Operations to be transferred
Baltic subsidiaries'

Group
EURM 2016 2015
Net interest income 31 37
Net fee and commission income 5 5
Net result from items at fair value
Profit from companies accounted for under the gouitthod
Other operating income
Total operating income 38 45
Staff costs -6 -6
Other expenses -3 -4
Depreciation of tangible and intangible assets 0 0
Total operating expenses -9 -10
Profit before loan losses 29 35
Net loan losses -2 -9
Operating profit 27 26
Income tax expense -5 -4
Net profit for the period 22 22

* The operations of Nordea Finance Finland Plc's Baltic subsidiaries will be combined with DNB Baltic operations. The transaction is conditional on regulatory approvals and is
expected to close in the second quarter of 2017.
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The proposal of the Board of Directors to the Final Shareholders’
Meeting

The parent company'’s distributable funds on 31 bédamr 2016 were EUR 7,686,697,438.34 of which tloditpr
for the year was EUR 850,991,437.83. The Boardiddiors proposes that the profit for the yearrbagferred to
retained earnings, and that no dividend be didibu

Signatures of the Directors’ report and of the Ruial Statements:

Helsinki, 28 February 2017

Heikki llkka Erik Ekman

Tom Johannessen Carl-Johan Granvik

Topi Manner
President

The Auditor's Note

Our auditors’ report has been issued today.

Helsinki, 28 February 2017

PricewaterhouseCoopers Oy
Authorised Public Accountants

Juha Wahlroos
Authorised Public Accountant
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Auditor’'s Report (Translation of the Finnish Original)
To the Shareholders’ Meeting of Nordea Bank FinlRi@(merged on 2 January 2017)
Report on the Audit of the Financial Statements

Opinion
In our opinion the financial statements give a @nd fair view of the group’s and parent comparfiyiancial

position, financial performance and cash flowsdoaadance with International Financial Reportingrisiards
(IFRS) as adopted by the EU and comply with stayutequirements.

What we have audited

We have audited the financial statements of NoRbazk Finland Plc (business identity code 168023®8)he
year ended 31 December 2016. The financial statesneemprise the group’s and the parent companyanba
sheet, income statement, statement of compreheimgiome, statement of changes in equity, statewfecdash
flows and notes, including a summary of significactounting policies

Basis for Opinion

We conducted our audit in accordance with goodtangdpractice in Finland. Our responsibilities undeod
auditing practice are further described in the Aartd Responsibilities for the Audit of the FinaakStatements
section of our report.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basisour opinion.

I ndependence

We are independent of the parent company and gjrting companies in accordance with the ethicalirements
that are applicable in Finland and are relevawmutoaudit, and we have fulfilled our other ethicgdponsibilities in
accordance with these requirements.

Our Audit Approach

Overview

e Overall group materiality is € 210 million, whichpresents 0,09 % of total assets

Materiality
e Group audit includes the parent company and NoFileence Finland Ltd

Group
scoping

« Key audit matters were:

- Impairment of loans to customers
Key audit
matters

- Valuation of certain Level Il and Level Ill finaral instruments held at fair value
- IT-systems supporting process over financial répg

As part of designing our audit, we determined nialiey and assessed the risks of material misstaternim the
financial statements. In particular, we considesbgre management made subjective judgements; &mpbe, in
respect of significant accounting estimates thablired making assumptions and considering futuentssthat are
inherently uncertain.

Materiality

The scope of our audit was influenced by our apfibey of materiality. An audit is designed to ohtegasonable
assurance whether the financial statements ardrireematerial misstatement. Misstatements maeatise to
fraud or error. They are considered material ifvittlally or in aggregate, they could reasonablyekpected to
influence the economic decisions of users taketherasis of the financial statements.
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Based on our professional judgement, we determiredin quantitative thresholds for materialityliding the
overall group materiality for the consolidated fic&l statements as set out in the table belowsd&hegether with
qualitative considerations, helped us to deterrtlirescope of our audit and the nature, timing asen of our
audit procedures and to evaluate the effect oftates:ents on the financial statements as a whole.

Overall group materiality € 210 million

How we determined it 0,09 % of total assets

Specific materiality € 60 million

How we determined it 5 % profit before taxes

Rationale for the materiality We chose total assets as the benchmark becauss, view, key driver of
benchmark applied the business and determinants of the bank’s grofiéntial are best

reflected in the balance sheet.

A number of key performance indicator of the bar&kdriven by income
statement items, therefore we have applied a specéteriality to all
income statement items after Net result from itatfgir value.

The benchmarks determined are within the rangead@able quantitative
materiality thresholds in auditing standards.

How we tailored our group audit scope
We tailored the scope of our audit, taking intocaat the structure of the Nordea Bank Finland grdlug
accounting processes and controls, and the industrhich the group operates.

Key Audit Matters

Key audit matters are those matters that, in oofegsional judgment, were of most significancetin audit of the
financial statements of the current period. Theatiars were addressed in the context of our atiditecfinancial
statements as a whole, and in forming our opirti@ngon, and we do not provide a separate opinidhese
matters.

As in all of our audits, we also addressed the afsthanagement override of internal controls, idalg among
other matters consideration of whether there wadeece of bias that represented a risk of materiastatement
due to fraud.

Key audit matter in the audit of the group Key audi matter in the audit of the group

Impairment of loans to customers

Refer to the Note 1 Accounting policies (Critical Our audit included a combination of testing of intd
judgements and estimation uncertainty), Note 11 Net loan  controls over financial reporting and substantesting.

statements effectiveness of the controls over:
Accounting for impairment of loans to customersuieg . Rating and scoring of customers
management’s judgment over timing of recognition of

impairment and the size of any such impairment * Individually assessed loan impairment calculations

allowance. » Collectively assessed loan impairment calculations.

Nordea Bank Finland Plc makes allowances for irezirr  We performed detailed testing on a sample of leans

credit losses both on an individual and on a ctitec ascertain whether we concur with the risk assessasen

basis. expressed by the internal rating or scoring.

Important areas of impairment of loans to customelete  We tested impairment calculations on a sample of

to: significant impaired loans including assessmemxpiected

« Identification of impaired loans including future cash flows. In addition, we examined a sanubl

completeness of the customer accounts that areloans and advances which had not been identified by
included in the impairment calculation management as impaired.

Nordea Bank Finland Plc - Annual Report 2016 132



« Assumptions and estimates made by manageméMe also assessed the appropriateness of relevam@irs

underlying the calculation of individual and
collective impairment allowances. Examples of

in the collective impairment models.

these relate to the probability to default and loss

given default calculations.

Valuation of certain Level || and Level 111 financial instruments held at fair value

Refer to the Note 1 Accounting policies (Critical
judgements and estimation uncertainty), Note 17
Derivatives and hedge accounting, Note 37 Classification
of financial instruments and Note 38 Assets and liabilities
at fair value to the financial statements.

The valuation of Level Il and Level Ill financial
instruments utilise unobservable inputs for recuyfair
value measurements. Significant portfolios of ficiah
instruments are valued based on models and certain
assumptions that are not observable by third martie

Important areas in valuation of financial instrunzeimeld
at fair value relate to:

e Framework and policies relating to models and
valuation;

« Internal controls relating to fair value hierarchy,
fair value adjustments, price testing and model
control & governance; and

» Levelling and disclosures of financial
instruments.

I'T systems supporting processes over financial reporting

In our audit, we assessed and tested the desigapsardting
effectiveness of the controls over:

» the identification, measurement and oversight of
valuation of financial instruments

» fair value hierarchy, fair value adjustments and
independent price verification

* model control and governance

We examined the Company’s independent price vatitia
processes, model validation and approval proceseasols
over data feeds and inputs to valuation and thegaoryis
governance and reporting processes and controls.

For the valuations dependent on unobservable irgruts
which involve a higher degree of judgement, we ss=e
the assumptions, methodologies and models uselakeby t
Company. We performed an independent valuation of a
sample of positions.

In respect of fair value adjustments, specific@liyA and
DVA for derivatives, we assessed the methodologyieg.

The Company'’s financial reporting is highly depemtden
IT systems supporting automated accounting and
reconciliation procedures. To ensure complete and
accurate financial records it is important thatlfthe
general controls are designed properly and theyabge
effectively.

For relevant IT systems and controls relating taficial
reporting we assessed and tested the design arnatioge
effectiveness.

We examined the framework of governance over the
Company’s IT organisation and the controls oveigpam
development and changes, access to program andrtthta
IT operations.

» For logical access to program and data, audit
activities included testing that new access, rethova
of access rights and that access rights were
periodically monitored for appropriateness.

Other areas tested included security configuratioostrols
over changes to IT-systems including appropriate
segregation of duties.

We have no key audit matters to report with respeour audit of the parent company financial stests.
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Responsibilities of the Board of Directors and théManaging Director for the Financial Statements

The Board of Directors and the Managing Directer r@sponsible for the preparation of financialestagnts that
give a true and fair view in accordance with Intgional Financial Reporting Standards (IFRS) agptatbby the
EU and comply with statutory requirements. The BlaarDirectors and the Managing Director are aksponsible
for such internal control as they determine is Bsagy to enable the preparation of financial statémthat are free
from material misstatement, whether due to fraudroor.

In preparing the financial statements, the BoarDioéctors and the Managing Director are respoediti
assessing the parent company’s and the groupisyabilcontinue as going concern, disclosing, gdiagble,
matters relating to going concern and using thegyobncern basis of accounting. The financial statgs are
prepared using the going concern basis of accaymtifess there is an intention to liquidate theepacompany or
the group or cease operations, or there is nostadilternative but to do so.

Auditor’'s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurameéether the financial statements as a wholerageffom
material misstatement, whether due to fraud orreamd to issue an auditor’s report that includesapinion.
Reasonable assurance is a high level of assurantis, not a guarantee that an audit conducteddardance with
good auditing practice will always detect a matarissstatement when it exists. Misstatements cee &rom fraud
or error and are considered material if, individpar in the aggregate, they could reasonably lpeeted to
influence the economic decisions of users taketherasis of these financial statements.

As part of an audit in accordance good auditingtza, we exercise professional judgment and miainta
professional skepticism throughout the audit. Vié@:al

» Identify and assess the risks of material misstatgrof the financial statements, whether due todrar error,
design and perform audit procedures responsivieoetrisks, and obtain audit evidence that isdafit and
appropriate to provide a basis for our opinion. Tibk of not detecting a material misstatement ltegpfrom
fraud is higher than for one resulting from eras fraud may involve collusion, forgery, intentibaenissions,
misrepresentations, or the override of internaki@in

» Obtain an understanding of internal control relévarthe audit in order to design audit procedtines are
appropriate in the circumstances, but not for tingpse of expressing an opinion on the effectivendéshe
parent company’s or the group’s internal control.

« Evaluate the appropriateness of accounting policsesl and the reasonableness of accounting essicuade
related disclosures made by management.

e Conclude on the appropriateness of the Board @diirs’ and the Managing Director’s use of the goin
concern basis of accounting and based on the evdince obtained, whether a material uncertaixist®e
related to events or conditions that may cast gt doubt on the parent company’s or the groapiity to
continue as a going concern. If we conclude thraagerial uncertainty exists, we are required tavdattention
in our auditor’s report to the related disclosurethe financial statements or, if such disclosunes
inadequate, to modify our opinion. Our conclusians based on the audit evidence obtained up tdateeof
our auditor’s report. However, future events orditans may cause the parent company or the grogpase
to continue as a going concern.

» Evaluate the overall presentation, structure amdesd of the financial statements, including thechtisures,
and whether the financial statements represeniritlerlying transactions and events so that thefirad
statements give a true and fair view.

» Obtain sufficient appropriate audit evidence regaydhe financial information of the entities ordness
activities within the group to express an opiniartioe consolidated financial statements. We angoresble
for the direction, supervision and performancehefgroup audit. We remain solely responsible foramdit
opinion.

We communicate with those charged with governaagarding, among other matters, the planned scape an
timing of the audit and significant audit findingscluding any significant deficiencies in interraintrol that we
identify during our audit.
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We also provide those charged with governance avittatement that we have complied with relevaricaith
requirements regarding independence, and to conuagnivith them all relationships and other mattieas may
reasonably be thought to bear on our independamckwhere applicable, related safeguards.

From the matters communicated with those charg#u gavernance, we determine those matters that efermst
significance in the audit of the financial statetsenf the current period and are therefore thedtadit matters. We
describe these matters in our auditor’s reportamlaw or regulation precludes public disclosureualthe matter
or when, in extremely rare circumstances, we deteritihat a matter should not be communicated inreport
because the adverse consequences of doing so reaslonably be expected to outweigh the publicester
benefits of such communication.

Other Reporting Requirements

Other Information

The Board of Directors and the Managing Directer rsponsible for the other information. The othéarmation
comprises information included in the report of Bmard of Directors and in the Annual Report, bosl not
include the financial statements and our audit@f®rt thereon.

Our opinion on the financial statements does neecthe other information.

In connection with our audit of the financial statmts, our responsibility is to read the otheriimfation identified
above and, in doing so, consider whether the dttfiermation is materially inconsistent with thedimcial
statements or our knowledge obtained in the aadibtherwise appears to be materially misstatedh Véispect to
the report of the Board of Directors, our respoailigitalso includes considering whether the repirthe Board of
Directors has been prepared in accordance withpbécable laws and regulations.

In our opinion the information in the report of tBeard of Directors is consistent with the inforioatin the
financial statements and the report of the Boardiaéctors has been prepared in accordance witappécable
laws and regulations.

If, based on the work we have performed, we corecthdt there is a material misstatement of therothe
information, we are required to report that face Wave nothing to report in this regard.

Helsinki 27 February 2017

PricewaterhouseCoopers Oy
Authorised Public Accountants

Juha Wahlroos
Authorised Public Accountant (KHT)
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Management and auditors

Management

The Board of Directors of Nordea Bank Finland Rimprises four members.

Topi Manner acts as the President of Nordea Banlakd Plc and Jukka Perttula as his deputy.

Board of Directors until 26 January 2016

Torsten Hagen Jgrgensen, Chairman

Born 1965. Member during 2013-26 Jan 2016.
Deputy CEO and Group Chief Operating Officer
(CO0)

Carl-Johan Granvik

Born 1949. Member since 2012.

Former positions in Nordea: President of Nordea
Bank Finland Plc, Head of Group Risk
Management, Chief Risk Officer and Country
Senior Executive in Finland

Board of Directors as from 27 January until 11 Febr

Heikki llkka, Chairman

Born 1970. Member since 27 Jan 2016.
Group Chief Financial Officer (CFO), Head of
Group Finance and Business Control

Johan Ekwall
Born 1963. Member during 27 Jan -11 Feb 2016.
Deputy Head of Chief of Staff Office

Board of Directors as from 12 February 2016 until 3

Heikki llkka, Chairman

Born 1970. Member since 27 Jan 2016.
Group Chief Financial Officer (CFO), Head of
Group Finance and Business Control

Carl-Johan Granvik

Born 1949. Member since 2012.

Former positions in Nordea: President of Nordea
Bank Finland Plc, Head of Group Risk
Management, Chief Risk Officer and Country
Senior Executive in Finland

Nordea Bank Finland Plc - Annual Report 2016

Casper von Koskull, Vice Chairman

Born 1960. Member during 2010-26 Jan 2016.
President and Group Chief Executive Officer (CEO)
in the Nordea Group

Gunn Weersted

Born 1955. Member during 2010-26 Jan 2016.
Chief Executive Officer in Nordea Bank Norge
ASA, Head of Wealth Management and Country
Senior Executive in Norway

uary 2016

Erik Ekman, Vice Chairman

Born 1969. Member since 27 Jan 2016.
Head of Wholesale Banking

Carl-Johan Granvik

Born 1949. Member since 2012.

Former positions in Nordea: President of Nordea
Bank Finland Plc, Head of Group Risk
Management, Chief Risk Officer and Country
Senior Executive in Finland

0 June 2016

Erik Ekman, Vice Chairman
Born 1969. Member since 27 Jan 2016.
Head of Wholesale Banking

Lennart Jacobsen

Born 1966. Member since 12 Feb 2016- 30 June
2016. Head of Retail Banking, Country Senior
Executive in Sweden.
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Board of Directors as from 1 July 2016

Heikki llkka, Chairman Erik Ekman, Vice Chairman

Born 1970. Member since 27 Jan 2016. Born 1969. Member since 27 Jan 2016.
Group Chief Financial Officer (CFO), Head of Head of Wholesale Banking

Group Finance and Business Control

Carl-Johan Granvik Tom Johannessen

Born 1949. Member since 2012. Born 1970. Member since 1 July 2016.
Former positions in Nordea: President of Nordea Head of Group Treasury and Asset Liability
Bank Finland Plc, Head of Group Risk Management

Management, Chief Risk Officer and Country
Senior Executive in Finland

Auditors

The Annual General Meeting of Nordea Bank Finlatadkects the company’s auditors for a period of gear at
a time. The auditor must be an audit firm authakisg the Finnish Chamber of Commerce.

PricewaterhouseCoopers Oy
Authorised Public Accountants

Auditor with main responsibility

Juha Wahlroos
Authorised Public Accountant

Nordea Bank Finland Plc - Annual Report 2016 137



Corporate Governance Report 2016

Application by Nordea Bank Finland Plc

Nordea Bank Finland PlIc is a wholly-owned subsidi@arNordea Bank AB (publ), the listed parent compaf the
whole Nordea Group. The Nordea Group is referreabttNordea”. A description of corporate governaimclordea
during the most recent financial year is includethie 2016 Annual Report of Nordea Bank AB (puhl) the
operations of Nordea Bank Finland Plc are integraito the operations of the Nordea Group. Nordesadstablished
the corporate governance framework at group leveélthe framework is reviewed on a continuous b#siermation
on corporate governance in Nordea and this reperaeailable on www.nordea.com. Nordea Bank FinRaluchas
given a description of governance arrangementsdordance with the Act on Credit Institutions ashlié on
www.nordea.com.

Strong corporate governance is about companiesgaiéar and systematic decision-making procesdises providing
clarity about responsibilities, avoiding conflictsinterest and ensuring satisfactory internal mintisk management
and transparency. Commitment to Nordea’s missi@hvigion requires the integration of sound corppgdvernance
practices into regular business activities to attaas far as possible — a company that is bothgegkrned and well
managed.

Nordea follows generally adopted principles of aogtie governance including the rules and principtdorth in the
Swedish Code of Corporate Governance. Althouglttides differ in details between the countries, teyall based
on the general international development and comNundic approach within this field and thus shofuadamental
resemblance to one another.

Nordea Bank Finland Plc submits this Corporate Guaace report as an issuer of bonds. This repsrbban prepared
following the guideline on Corporate Governanceesteent in the Finnish Corporate Governance Codé.2D4is
report is submitted as a separate report from tieudl Report 2016 and it is available on www.norcie.

The Board of Directors has reviewed this Corpo@deernance Report.
On Internal Governance in Nordea Bank Finland Plc

General Meeting
Nordea Bank Finland Plc (referred as to “NBF” omfik”) is the wholly-owned subsidiary of Nordea Baki (publ).
The General Meeting is the highest decision-makiogy.

The Board of Directors of Nordea Bank Finland Plalsbe responsible for the administration of ttenB and the
appropriate organisation of its operations, anddpresenting the Bank.

The Board of Directors

The Board of Directors of Nordea Bank Finland Riosists at the moment of four members, one of wisien
external board member. According to the Article@\e$ociation, the Board of Directors shall conefstot less than
four and not more than seven members. The Boadrettors shall appoint the Chairman and the De@itgirman of
the Board.

During 2016 the Board of Directors had 28 meetings.
Members of the Board of Directors and attendance:

Asfrom 1 January 2016 until 26 January 2016

Torsten Hagen Jgrgensen, Chairman 1/1
Casper von Koskull, Deputy Chairman 1/1
Carl-Johan Granvik 1/1
Gunn Weersted 1/1
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As from 27 January 2016 until 11 February 2016

Heikki llkka, Chairman 4/4
Erik Ekman, Deputy Chairman 4/4
Johan Ekwall 4/4
Carl-Johan Granvik 4/4

As from 12 February 2016 until 30 June 2016

Heikki llkka, Chairman 13/13
Erik Ekman, Deputy Chairman 13/13
Carl-Johan Granvik 13/13
Lennart Jacobsen 13/13
Asfrom 1 July 2016

Heikki llkka, Chairman 10/10
Erik Ekman, Deputy Chairman 10/10
Carl-Johan Granvik 10/10
Tom Johannessen 10/10

Biographical details of the board members as wethair shareholding in Nordea on 31 December 2016:

» Heikki llkka, Nordea Group Chief Financial OfficéiSc (Econ), born 1970, shareholding in Nordea: 0

e Erik Ekman, Nordea Group Head of Commercial & BasmBanking, PhD (Econ), born 1969, shareholding in
Nordea: 0

e Carl-Johan Granvik, MSc (Econ), born 1949, shamihglin Nordea: 18,047

* Tom Johannessen, Nordea Group Head of Group Tre&s8tM, BSc (Hons), born 1970, shareholding in
Nordea: 0

Biographical details of former board members:

» Johan Ekwall, Nordea Group Chief of Staff, MSc (B¢dorn 1963

e Lennart Jacobsen, Nordea Group Head of Retail Bgnlntil 30 June 2016, MSc (Tech), born 1966

e Torsten Hagen Jgrgensen, Nordea Group COO and Yp&patp CEO, MSc (Econ), born 1965

e Casper von Koskull, President of NBAB and NordeauprCEO, MSc (Econ), born 1960

e Gunn Weersted, Nordea Group Head of Wealth Manageamtih31 January 2016, MSc (Econ), born 1955

Further information on the members of the Boar@®ioéctors can be found in the section of “Managenaerl
auditors” in the Annual Report 2016 of NBF.

The term of office of the members of the Board @kbtors shall continue until further notice. Tletirement age for
members of the Board of Directors shall be 70.

Of the members of the Board of Directors Carl-JoBaanvik is independent of Nordea Bank Finlandd®id its
shareholders. Torsten Hagen Jgrgensen and Casp#&oskull (board members until 26 January 2016)kkélkka
and Erik Ekman (board members as from 27 Janu&k§)2@re all members of Nordea Group Executive dangent
and employees in the Nordea Group. Gunn Weersteddboember until 26 January 2016) and Lennart Jsaob
(board member as from 12 February 2016 until 3@Yuere members of Nordea Group Executive Manageareh
employees in the Nordea Group. Johan Ekwall (bogthber as from 27 January 2016 until 11 Februatgpand
Tom Johannessen (board member as from 1 July 20&@&)oth employees in the Nordea Group. None ofrtimbers
of the Board of Directors take part in the day-torenanagement of Nordea Bank Finland Plc.
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The Board of Directors shall, in the work schedap@roved by it, confirm the authorisation to actdad on behalf of
the Bank and the distribution between the membftiseoBoard of Directors and the President.

According to the work schedule, the Board of Dioestis responsible for the organisation and aditnatisn of the
Bank and its business.

The Board shall manage the Bank’s affairs with elxgertise and care in accordance with legislatiom Articles of
Assaociation, the present work schedule and obsgi@oup management’s decisions and instructions.

The Board shall ensure that it has requisite kndgdeof the Bank’s affairs in accordance with legfisin and the
Articles of Association.

The Board shall ensure that it has requisite kndgéeof the Bank’s position, business developmedtrasks as well as
other circumstances of material significance toBhek’s operations.

The Bank’s operations are fully integrated into @dea Group.

It is particularly incumbent upon the Board of Directors to:

a. establish the Bank’s and the Bank Group’s ol/erghnisation,

b. ensure that the Bank’s organisation with resfmeaccounting, management of funds and the Bdimésicial
circumstances generally includes satisfactory cistr

C. approve the risk strategy and other strategidsgas well as see to it that the surveillancéefgoals and
strategy is reliable

d. appoint and discharge the Bank’s President aaplify President and exercise supervision to ertbatehe
Bank’s President fulfils his or her obligations,

e. where needed, in accordance with the NordeapGrmdit instructions, prepare supplementary credit

instructions for issuing credit at Nordea Bank &ird Plc,

determine matters relating to the funding ogers,

resolve on and submit annual reports and integjports for the Bank,

regularly monitor and assess the Bank’s andBre&k Group’s financial situation and risks,
convene and prepare items for the Annual Gerdeadting.

The Board has approved a policy for the Bank ireotd advance diversity in the composition of tfemBl. The gender
balance shall be promoted when appointing membdtedoard of Directors. The Bank shall strive égual gender
distribution between the genders and shall actisebut for suitable board member candidates of getfders in order
to ensure that the equal representation of theagsrid the board will be achieved and maintained.

Board committees

The Board of Directors of Nordea Bank Finland Pds four Board committees: the Nomination Committiee,
Remuneration Committee, the Risk Committee anditidit Committee. Each committee has tasks setmittih the
Act on Credit Institutions.

During 2016 the Nomination Committee had 4 meefitiys Remuneration Committee had 1 meeting, thke Ris
Committee had 6 meetings and the Audit Committebdmeetings.

The composition of the committees and attendance:

Asfrom 1 January until 26 January 2016

Nomination Committee Torsten Hagen Jgrgensen, Chairmarl/1
Gunn Weersted 1/1
Remuneration Committee  Casper von Koskull, Chairman 0/0
Gunn Weersted 0/0
Risk Committee Carl-Johan Granvik, Chairman 0/0
Casper von Koskull 0/0
Audit Committee Carl-Johan Granvik, Chairman 0/0
Torsten Hagen Jgrgensen 0/0
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As from 27 January 2016 until 11 February 2016

Nomination Committee Heikki llkka, Chairman 1/1
Johan Ekwall 1/1
Remuneration Committee  Johan Ekwall, Chairman 0/0
Erik Ekman 0/0
Risk Committee Carl-Johan Granvik, Chairman 1/1
Erik Ekman 1/1
Audit Committee Carl-Johan Granvik, Chairman 1/1
Heikki llkka 1/1

As from 12 February until 30 June 2016

Nomination Committee Heikki llkka, Chairman 2/2
Lennart Jacobsen 2/2
Remuneration Committee  Lennart Jacobsen, Chairman 1/1
Erik Ekman 1/1
Risk Committee Carl-Johan Granvik, Chairman 2/2
Erik Ekman 2/2
Audit Committee Carl-Johan Granvik, Chairman 1/1
Heikki llkka 1/1
Asfrom 1 July 2016
Nomination Committee Heikki llkka, Chairman 0/0
Tom Johannessen 0/0
Remuneration Committee Tom Johannessen, Chairman 0/0
Erik Ekman 0/0
Risk Committee Carl-Johan Granvik, Chairman 3/3
Erik Ekman 3/3
Audit Committee Carl-Johan Granvik, Chairman 2/2
Heikki llkka 2/2

The Nomination Committee shall evaluate the balafigmowledge, skills, diversity and experiencehaf Board and
prepare a description of the roles and capabifitiea particular appointment, and assess thenejubmpetence and time
commitment expected and assist in finding candsdateboard members. The Nomination Committee geailbdically,
and at least annually, assess the compositionenformance of the Board collectively as well asititvidual members as
well as periodically assess the basis for seleati@happointment of the senior management and pectime targets on
diversity of the Board and equal gender representat the Board.

The Remuneration Committee shall assist the Boad#cisions regarding administration and governafid¢BF's
remuneration system as well as prepare instrucfmmBonus Schemes and Executive Incentives Progiesnn NBF
at the request of the Board, prepare other issigsreiple for the consideration of the Board. TRemuneration
Committee shall at least annually follow-up on épplication of the Nordea Remuneration Policy anderlying
instructions through an independent review by Griotrnal Audit (GIA), and see to that the outcomfii¢he
independent review is reported by GIA to the Boaitthout delay, if necessary, or at least annuallgannection with
the resolvement of the annual report and at leastally exercise an assessment of the Nordea ReatiorePolicy
and remuneration system, with participation of appiate Control Functions, and present propostie¢doard
regarding the Nordea Remuneration Policy and upithgrinstructions.

The Risk Committee shall assist the Board on nmtegarding Nordea Bank Finland PIc’s risk stratagg risk
taking. The Risk Committee shall further assisthatBoard in monitoring that senior management dimspvith the
risk strategy the Board has decided. Further tis& Rommittee shall evaluate if the prices on NBfépital binding
services are equivalent to NBF’s business modefiskdstrategy and if not put forward an actionnpia be decided by
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the Board. The Risk Committee shall review and makemmendations regarding limits for market agditlity risks
as well as review NBF's risk profile and key riskues, significant development of credit, marketidlity, business
and operational risks, also in relation to key tiskits, risk concentrations and large exposuresyérd looking risk
assessments, risk weighted assets and other pisk taptured in pillar 11, outcome from stressitgstThe Risk
Committee shall approve changes to members of ExedOredit Committee. Further the Risk Committhalkreview
credit risk Industry Policies approved by the Riskmmittee of NBAB and shall assist the Board’s reeration
committee with establishing a sound remuneratiatesy and assess if the incentives in the remuperatistem take
into account risk, capital adequacy, and liquidé@guirements as well as the probability for andtiiméng when the
revenue is earned.

The Audit Committee assists the Board in ensutireguality of NBF’s financial reporting process andhat
connection review and monitor NBF’'s quarterly fingh reporting and the external auditors’ reporikey matters
arising from their audit of NBF's financial statentg and to review of NBF’s annual and interim répof he Audit
Committee assess that the management takes ngcessactive actions in a timely manner to adds¥rol
weaknesses in relation to the financial reportivay)-compliance with laws, regulations and policas] other
problems identified by the internal and externalitars. The Audit Committee shall receive updaieNBF'’s risk
management issues. The Audit Committee shall retievexternal audit plan. Further the Audit Comeditshall
assess in discussions with the external auditershiteats to their independence and the safegapplied to mitigate
those threats as documented by them, to monitoestadlish guidelines on the provision of othevisess in addition
to audit that the external auditors are allowedrtavide to the Group, and annually review the exdkauditors’
disclosure of such other services and shall assebgnsure that the internal and external auditonsially confirm in
writing their impartiality and independence. Thed&uCommittee shall review GIA’s annual risk assaents and
audit plans as well as GIA's periodic reports, inithg the audit log. The Audit Committee shall mepelection of the
external auditor prior to the Annual General Megtimd shall annually review the Audit Committee Bma

President, Deputy President and Management Group
Nordea Bank Finland Plc has a President and a Répesident.

The President of Nordea Bank Finland is Topi Mararet Jukka Perttula acts as his deputy. Furthernmdtion on the
President can be found at www.nordea.com.

The President of NBF has established a managemeu ¢o support him in his decision making andgsist him in
the management of the daily operations of NBF anmudénitoring its operation and risks.

The management group consists of

e Topi Manner, President, MSc (Econ), born 1974, emalding in Nordea 49,671

e Juha Vuopio, CFO of NBF, MSc (Econ), born 1962 rehalding in Nordea 3,255

e Sari Lindgvist, CRO of NBF, MSc (Econ) born 196faseholding in Nordea 0

+  Petteri Ankila, Head of Wholesale Banking FinlaM§c (Econ), born 1971, shareholding in Nordea @0,0
» Jukka Perttula, Head of Wealth Management Finld&c (Econ), born 1961, shareholding in Nordea 2,37

Member until 30 June 2016:
e Sanna Niinikoski-Sandberg, Secretary of the BoddRBF until 31 July 2016, LL.M. born 1974
The duties of the management group include, buhardimited to, the following:

» Preparation, review, implementation and follow-diphe main business area strategies for NBF Board
decision;

e Preparation, review and implementation of the sisktegy of NBF;

* Reviewing internal policies and guidelines of NBF;

* Reviewing risk assessments and quality statemdémNSB;

* Reviewing the financial performance, funding pasitand capital position of NBF;

* Reviewing capital and liquidity capital managemgricesses (ICAAP, ILAAP) of NBF;

» Reviewing compliance report of NBF;

« Reviewing Group Internal Audit’s reports;

« Reviewing the reports and other disclosures of NBitipervisor(s); and

* Review of authorities log and projects based orestigors findings.
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Chief Risk Officer

Nordea Bank Finland has a Chief Risk Officer (CRT)e CRO of Nordea Bank Finland is subordinateith¢o
President of Nordea Bank Finland Plc. The corredpmnCRO function has been established to sub-graup
Denmark, Finland and Norway. The CRO forms an irglegart of the Group Risk Management function ordea.

The CRO is an independent 2nd line of defencemakagement function within the Nordea Bank Finl@&ndup. The
CRO shall provide a complete view of whole rangeisKs in the Nordea Bank Finland Group to thevate
governing bodies, ensure coordination of risk managnt activities and adequate risk managementpsigt-the legal
entity.

Compliance

According to the Nordea Operational Risk Policy #mel Instructions for the Nordea Compliance Fum;tidroup
Compliance is a unit organisationally placed urtierCEO in Nordea Bank AB (publ) and is responsibte
developing and maintaining the framework for manggiompliance risks. The network of Compliance €fifs (COs)
with reporting lines within the Compliance functignindependently managing compliance risk and ntépgp and
therefore providing the Group Compliance Officethwindependent reports. These reports provide itgptite Group
Compliance Officer’s quarterly compliance reporttie Chief Executive Officer, the Board of Directaf Nordea
Bank AB (publ) and its subsidiaries including Naadgank Finland Plc.

Insider Administration

The Nordea Group and Nordea Bank Finland Plc haeecordance with laws and regulations in the ebissuer and
broker established insider registers and adoptden guidelines applicable to the whole bank. Adtg to the
guidelines, members of the Board of Directors,Rhesident and the Deputy President, external asditod deputy
external auditors as well as executive managemehbther relevant persons following separate datiand
notification procedures are restricted from tradm@jlordea shares and related instruments duringr gteriod than
two weeks following publication of the Group’s irita reports. Regarding other financial instrumehtsabove
mentioned top management and other relevant persapsiot engage in short term trading where the thetween
acquisition of ownership of certain securities, #melintended or actual disposal or execution efsécurities is shorter
than one month (“the one-month rule”). Nordea BBitkand Plc reports on governance and follow-uputds
regarding public insider registers and tradingmaricial instruments to the Finnish FSA on an ahbaais.

Report on the key aspects of the systems for inteshcontrol and risk management regarding financialreports

for the Financial Year 2016

Nordea Bank Finland Plc belongs to the Nordea Gemgpthe internal control and risk management sysie relation
to the financial reporting process are organiseédaatiea level. Financial reporting processes dhg ifutegrated within
Nordea. The Board of Directors of Nordea Bank FidI&Ilc monitors financial and risk reporting at tkes Bank
Finland PIc level and has dealt with the risk répat Nordea Bank Finland Plc level. Nordea Bamitafid Plc
complies with the Group directives and supportimgjructions to the extent applicable.

Internal Control Process

The Internal Control Process is carried out byBbard of Directors, management and other staffatiia and is
designed to provide reasonable assurance regastjagtive fulfilment in terms of effectiveness agfticiency of
operations, reliability of financial and non-finaalcreporting, compliance with external and intémggyulations,
safeguarding of assets as well as sufficient manageof risks in the operations. The Internal Calfrocess is based
on five main components: Control Environment, Rdgsessment, Control Activities, Information & Commization
and Monitoring.

The framework for the Internal Control Process dimereate the necessary fundamentals for thesemtianisation to
contribute to the effectiveness and high qualityneérnal control through, for instance, clear digons, assignments
of roles and responsibilities and common tools arodtedures.

Roles and responsibilities with respect to inteagmaitrol and risk management are divided into ttiress of defence.
In the 1st line of defence, the business orgawisatnd Group Functions are risk owners, and theporesible for
conducting their business within risk exposure t&naind the risk appetite and in accordance witlddwéded internal
control and risk management framework. As the 2meldf defence, the centralised risk control fumesi are
responsible for activities such as, identifyingsessing, monitoring, controlling and reportingssues related to all
key risks including compliance with internal andezral frameworks. Group Internal Audit, whichliet3rd line of
defence, performs audits and provides assurarstakeholders regarding governance, risk manageedit;ontrol
processes.

The systems for internal control and risk manageréfinancial reporting are designed to providasenable
assurance about the reliability of financial repmytand the preparation of financial statementsefdernal purposes in
accordance with generally accepted accounting iptes; applicable laws and regulations, and otegquirements for
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listed companies and issuers of bonds. The inteoraiol and risk management activities are inalliteNordea’s
planning and resource allocation processes. Inteamrol and risk management of financial repartim Nordea can
be described in accordance with the original CO@@héwork as follows below.

Control Environment
The control environment constitutes the basis fordg¢a’s internal control and contains the culture @alues
established by the Board of Directors and GroupcHtiee Management of Nordea Bank AB (publ).

A clear and transparent organisational structucd isportance for the control environment. Noraelalisiness
structure aims to support the overall strategyhwitong business momentum and increased requitsroercapital
and liquidity. The business and the organisatieneader continuous development.

Clear roles and responsibilities are critical ia overnance of Internal Control over Financiabrépg where the risk
owners in the business areas and the Group FirfaBeesiness Control are responsible for the risk aggament
activities. A risk management function supports@# in maintaining a Group wide set of controlefifued as
Accounting Key Controls (AKC)), in line with thesk framework, which covers the controlling of risksd the risk
identification process, that to a large extentasdal on the actual business and financial closiogesses in place. An
independent risk control function that is respolesfbr identifying, controlling and reporting oméincial reporting risk
has been established in Group Risk Management (GBM) is assessing whether all significant risks igientified
and appropriately reported by management and skdunctions to the Board and its committees andthdr all
significant risks are adequately controlled. GlAiso challenging management to improve the effeniss of
governance, risk management and internal controls.

Risk Assessment

The Board of Directors bears the ultimate respadlitsilfor limiting and monitoring Nordea'’s risk exgure.Risk
management is considered to be an integral panoiing the business. The main responsibility fnfgrming risk
assessments regarding financial reporting risksvig¢h the business organisation. Performing rideasments close to
the business increases the possibility of idemtgfythe most relevant risks. In order to governghality, central
functions stipulate in governing documents when laow these assessments are to be performed. Exanfpisk
assessments, performed at least annually, aret@aati Risk Analysis for changes and Risk and @digelf
Assessments.

Risk assessment in relation to reliable finan@glorting involves the identification and analydisisks of material
misstatements. Financial risk control work in Nadecuses on risks and processes which could teathterial
financial misstatements, i.e. if, in the light ofunding circumstances, the magnitude of the itesuch that it is
probable that the judgment of a reasonable peedgimg upon the report would have been changedftrenced by
the inclusion or correction of the item. Risk assesnt procedures determine in which divisions,tlooa and/ or
processes risks for material financial misstatementist and therefore will need to be monitoredeuride AKC
framework to ensure reasonable assurance of tlabitiey of Nordea’s external financial reporting.

Control Activities

Examples of control activities in Nordea:

Entity Wide Controls

Group Accounting Manual, Financial Control
Principles, Group Valuation Committee,
numerous analyses in Management
Reporting

Entity
Wide

Transaction Level Controls
Controls

Reconciliations, approvals, financial
controlling analysis, authorisation, automated
controls and intra Group eliminations

Transaction Level Controls

IT General Controls

Controls over access, systems development
and deployment, data back-up & recovery
$==————————1 and logical and physical security critical to
the integrity of the financial reporting
process

IT General Controls
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The heads of the respective units are primarilpoasible for managing the risks, associated wighuthits’ operations
and financial reporting processes. This resporitsitid primarily supported by the Group Accountiiginual (GAM),
the Financial Control Principles and various goirgrbodies, such as the Group Valuation Commifiée. GAM
includes a standard reporting package used bytiies to ensure consistent use of Nordea’s plasiand
coordinated financial reporting. Fundamental ind&¢control principles at Nordea are the segregatfatfuties and the
four-eye principle when approving, for instancansactions and authorisations.

AKC control structure is based on that Transactievel Controls (TKC’s) are identified through ansihyg risks based
on high level processes with an end-to-end profiucts. After deciding on the TLCs, an analysisasfgrmed to
decide what systems/applications are in scope KZ Al he analysis aims at scoping in the major systerhere there
is a risk that data becomes corrupt without beietgaed in the TLC control structure.

The quality assurance vested in the managementtigpprocess, where a detailed analysis of theniiial outcome is
performed, constitutes one of the most importantrod mechanisms associated with the reportinggsecThe
reconciliations constitute another set of importaoritrols in which Nordea works continuously tatifier strengthen
the quality.

Information & Communication

Group Finance & Business Control is responsiblesfsuring that the Group Accounting Manual andrin@ancial
Control Principles are up-to-date and that chaagesommunicated with the responsible units. Tigeserning
documents are broken down into instructions anadstal operating procedures in the responsible.uhitsounting
specialists from Group Finance & Business Contoaitinuously provide accountants and controlleréwiformation
on changes in existing and updated rules and régiisawith an impact on Nordea.

Matters having an impact on the fulfilment of fiéad reporting objectives are communicated witheexal parties,
with Nordea actively participating in relevant atal forums, for example, forums established byRimancial
Supervisory Authorities, central banks and assiociatfor financial institutions.

The AKC reporting procedures provide managemertt infiormation related to the performance and assessof the
identified AKCs in the form of Process Owner repahd Management Dashboard reports with summary of
assessment outcome and high risk areas.

Monitoring

Nordea has established a process with the purgasesaring proper monitoring of the quality of tiveancial
reporting and the follow-up regarding possible cieficies. This interactive process aims to coMeC@iSO-
components in the Framework and is illustrated withdiagram below:

Monitoring

A

Risk
Assesment

Control
Environment

Monitoring
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The Risk and Control Self-Assessment process iesludonitoring the quality of internal control famdncial
reporting. The assessment is presented in the b@noap Operational and Compliance Risk Map, whgbubmitted
to the CEO in Group Executive Management, the B&ast Committee of and the Board of Directors oftien Bank
AB (publ).

The Board of Directors, the Board Audit Committeel ahe Board Risk Committee of Nordea Bank AB (puis well
as Group Internal Audit have important roles wihpect to monitoring the internal control of fioah reporting in the
whole Nordea Group. The Board of Directors of NBRiltimately responsible for ensuring that an adégand
effective system of internal control is establiska@d maintained. The Board Audit Committee (BAC3 tize
responsibility to assist the Board of Directorgufilling its oversight responsibilities biyter alia monitoring NBF
Group’s financial reporting process.

Group Finance & Business Control has also estadispecific quarterly reporting regarding Inter@ahtrol over
Financial Reporting to the Group CFO covering risknagement and high risk areas. The independé&rtaigrol
function within GRM reports specifically on finaatireporting risk to the Board Audit Committee ahd CEO in
Group Executive Management on a quarterly basis.

GIA is an independent function commissioned byBbard of Directors of Nordea Bank AB (publ). ThedBd Audit
Committee of Nordea Bank AB (publ) is responsildeduidance on and evaluation of GIA within the 8iea Group
and the Audit Committee of Nordea Bank FinlandWwithin the Nordea Bank Finland Group. GIA does engage in
consulting activities unless the Board Audit Conteg@tof Nordea Bank AB (publ) gives it special assignts. The
objective of GIA is, on the basis of its audits aaetinuous monitoring, to provide the Board ofdgiors with an
assessment of the effectiveness of the governaskenanagement and control processes.

The Audit Committee of Nordea Bank Finland Plc Hasdnd the Board of Directors of Nordea Bank FidIRIc
approves GIlA’s Internal Audit Annual Plan for NoedBank Finland Plc and inspects GIA’s semi-annatdrhal
Audit Report on Nordea Bank Finland Plc. The sama¢enal is also presented to the Management Gréioalea
Bank Finland Plc, before it is submitted to the A@bmmittee and the Board of Directors of NordemB Finland
Plc.

The Audit Committee of Nordea Bank Finland Plc assists the Board of Directors of Nordea BankéfidIPlIc in
fulfilling its oversight responsibilities by, fonstance, monitoring the Nordea Bank Finland Grofipancial reporting
process, and in relation thereto, the effectivenésise internal control and risk management systestablished by the
Board of Directors, the CEO and Group Executive &d@ment (GEM), as well as the Board of Directéidardea
Bank Finland Plc, including the effectiveness oAGThe Audit Committee of Nordea Bank Finland Ridurther
accountable for keeping itself informed as to tiausory audit of the annual and consolidated astoand reviewing
and monitoring the impartiality and independencthefexternal auditors, and in particular the psimri of additional
services to the Nordea Bank Finland Group.

Auditors
The Annual General Meeting of Nordea Bank Finlatadkects the company’s auditors for a period of gear at a
time. The auditor must be an audit firm authorisgdhe Finnish Chamber of Commerce.

The current auditor:

PricewaterhouseCoopers Oy
Authorised Public Accountants

Auditor with main responsibility
Juha Wahlroos
Authorised Public Accountant

This Corporate Governance Report has not beenwetdiby the external auditors and
the report is not part of the formal financial staents.
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