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This Annual Report contains forward-looking statements
that reflect management’s current views with respect to
certain future events and potential financial performance.
Although Nordea believes that the expectations reflected in
such forward-looking statements are reasonable, no assur-
ance can be given that such expectations will prove to have
been correct. Accordingly, results could differ materially from
those set out in the forward-looking statements as a result of
various factors. Important factors that may cause such a
difference for Nordea include, but are not limited to: (i) the
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macroeconomic development, (ii) change in the competitive
climate, (iii) change in the regulatory environment and other
government actions and (iv) change in interest rate level and
foreign exchange rate levels. This report does not imply that
Nordea has undertaken to revise these forward-looking state-
ments, beyond what is required by applicable law or appli-
cable stock exchange regulations if and when circumstances
arise that will lead to changes compared to the date when
these statements were provided.
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CEO letter

Our priorities for 2019 are very clear
— |t is now all about execution

Dear shareholder,

Last year was a historical year for
Nordea when we finalized our re-domi-
ciliation into the Banking Union and
Finland. This move is part of Nordea's
overall strategic direction, enabling us
to operate in an environment that offers
stability, predictability and a leveled
playing field.

| am happy to say that Nordea is now
repositioned to be a truly Nordic focused
bank in the heart of the banking union,
with a very clear and simple structure, a
record strong balance sheet and a much
more improved risk and compliance
platform, enabling us to be an even bet-
ter bank for our customers, while at the
same time structurally bring down costs
and increase efficiency.

Since 2016 Nordea has conducted a
significant transformation of the bank,
in line with the strategic priorities com-
municated during the second half of
2015. The transformation consists of
four key elements.

The first key element — the risk and
compliance setup — has gone through a
radical transformation in recent years.
During the last three years we have
invested more than EUR 730m within risk
and compliance and resilience and
recruited approximately 1,300 compli-
ance professionals. These investments
have significantly strengthened the risk
and compliance platform and provide
vital support to our financial crime pre-
vention efforts with more rigorous stan-
dards, KYC quality assurance processes
and sanctions screening capability, mak-
ing Nordea a safer and more trusted
bank.

The second key element of the trans-
formation — simplification — has been
conducted through a large range of
actions during the last five years. In
2013 we divested our Polish operations,
followed by a reduction of our Russian
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exposure and non-Nordic Shipping, Oil
and Offshore lending during 2013-2017.
Last year, we performed several trans-
actions that continued to reduce risks
and increase our operational focus on
the Nordics. The divestment of parts of
our Luxembourg-based private banking
business was completed in October and
in September, we announced the divest-
ment of our Baltic operations with the
sale of Luminor. The acquisition of Gjen-
sidige Bank including a partnership
with Gjensidige Forsikring was made
public in July and is expected to be
closed in the first quarter of 2019. Final-
ly, as of 1 October 2018, Nordea is domi-
ciled in Finland creating a streamlined
legal structure with a Finnish parent
company, with fully owned product
companies and significant branches in
the other Nordic countries.

Another part of the simplification proj-
ect is a significant investment in building
modern platforms that will enable end-
to-end digital solutions for customers
and future development. This involves
the replacement of our legacy banking
systems, where over 400 systems are
being converged into a new core banking
platform, a payment platform, a custom-
er and counterparty master solution and
a common data warehouse. We have
made significant progress towards our
ambitions. Since early 2018, household
customers in Finland have been able to
open new savings accounts and fixed
term deposits on the new Core Banking
Platform. In spring, close to 750,000
Finnish customers savings accounts
were successfully moved onto the plat-
form. In autumn, a stepwise implemen-
tation of loans commenced. Today,
applying for a loan via Nordea Mobile
involves just a few easy steps, with
instant access to funds for eligible cus-
tomers in Finland. Furthermore, all Sin-
gle Euro Payments area (SEPA) pay-
ments are now running on the new Pay-
ment Platform and Nordea has a
completely new Group Common Data
Platform.

Our digital strategy — the third key
element — has resulted in a significant
number of new digital offerings to our
customers. In 2016—-2018 Nordea has
invested above EUR 200m in digital
solutions. Our customers are expecting
smart tools and easy digital ways of
handling their everyday banking. One of
our latest solutions is a digital savings
robot that we have called Nora which
has been introduced in all Nordic coun-
tries in 2018 and has conducted more

than 115,000 advisory meetings. To ful-
fill our customer vision, we are seeking
new partners and collaborations. Last
year we launched the blockchain-based
platform we.trade in collaboration with
eight European banks, that will allow
companies to trade in a fast, easy and
transparent way. Furthermore, we
expanded our digital payment offering
by adding Google Pay, a mobile pay-
ment solution for Android phones.

Cost and capital efficiencyis the
fourth key element in our strategy. Our
transformation and heavy investments
in digital development and compliance
has undoubtedly led to cost increases in
2016-2017, however Nordea has now a
foundation for a long-term improve-
ment in cost efficiency. We are well on
track to reach our 2021 target to reduce
costs by 3 percent compared to 2018
(excluding EUR 141m in goodwill
impairment in 2018 related to Russia).
There is also potential to reduce costs
beyond 2021 when the new Core Bank-
ing Platform is implemented, and we
can start decommissioning the legacy
systems.

With the transformation of the bank
we are finding new ways of working.
We are creating a flatter organisation,
which will result in increased empower-
ment for employees. This will also
ensure a quicker decision making and
more agile ways of working.

2018 was a year characterized by
challenges in terms of revenues; driven
by margin pressure in household lend-
ing, muted volume growth and pressure
on savings and market making reve-
nues. On the other hand, | am pleased
to see that we were delivering on our
cost efficiency plans, our credit quality
remains strong and the balance sheet is
robust. Thus, we are prepared to man-
age the bank successfully through the
cycle. We delivered the following results
for full-year 2018 (excluding items
affecting comparability): Income, EUR
8,435m, Costs, EUR 4,738m, Loan loss
ratio, 7 bps, Return on equity, 8,5%.

| am proud of all the awards and top
rankings that we have received during
the year, in many ways proving that we
are on the right track on our transforma-
tion journey. At this year’s Paytech
Awards ceremony in London, Nordea
Wallet was awarded “Best Mobile Pay-
ments Initiative”, whilst there was fur-
ther success for Open Banking, winning
“IT Team of the Year". And for the third
year running, Nordea was awarded the
prestigious title of “Best Bank in the Nor-



CEO letter

dics” in The Banker's annual Transaction
Banking Awards.

Personal Banking

During 2018, we have launched an array
of new services and solutions for our
customers, in addition to improving
availability and accessibility.

As an example, we improved our dig-
ital daily banking experience for our
customers via the launch of the com-
pletely redesigned mobile banking app
in both Finland and Sweden in 2018. Via
the new app the bank is available any-
where at any time and personalized to
the preferences of the customer.

In 2018, we also expanded our digital
payment offering by adding Google Pay.
Nordea is the first bank in the Nordics to
offer the Google Pay contactless pay-
ment app to Android device users in
Denmark, Sweden, Norway and Finland.

We aim at serving our customer fast-
er and more efficiently. Besides the
launch of our financial roboadvisor
Nora, our service robot Nova is now live
in all markets, helping our customers to
chat with their bank. In Norway, robot-
ics is now used so that loan promises
are given to customers within minutes.

Commercial & Business Banking

Last year we launched an enhanced
Corporate Netbank, Nordea Business,
which will be our primary channel to
serve our corporate customers remotely,
enabling easy access to an ecosystem
of products and services for self-
service. More than 50,000 customers

in Sweden have been invited and we
maintain the Nordic momentum in 2019.

Another example is the establish-
ment of dedicated Start-up and growth
units in all countries, strengthening our
advisory capacity towards entrepre-
neurs and start-ups with scaling oppor-
tunities for global reach.

The development of Nordea's Open
Banking platform is progressing and is
now live in Denmark, Sweden and Fin-
land, where approximately 2,500 exter-
nal developers are forming part of our
digital ecosystem, creating ideas and
solutions for our customers.

Wholesale Banking

A subject for rejoicing in 2018 was that
Nordea Corporate & Investment Bank-
ing (C&IB) was chosen as the best cor-
porate bank among large Nordic corpo-
rates with an all-time high customer
satisfaction score in the 2018 Prospera
survey. In both Finland and Denmark,
Nordea was ranked as number one
among peers, with all-time high cus-
tomer satisfaction scores.

2018 was a very successful year for
C&IB, with top ranking in the league
tables for both Nordic M&A and Nordic
ECM. This is the first time ever that

Nordea has been positioned as the num-
ber 1 M&A and ECM house across the
Nordics, and a major achievement. The
strong M&A performance was under-
pinned by Nordea’s key roles in various
deals e.g. the merger of Tele2/Com Hem
and public takeover for TDC. We contin-
ued to be the leading bank in Nordic
ECM and successfully executed multiple
IPOs, including BetterCollective in Swe-
den, Elkem in Norway and the largest
Finnish IPO in over a decade in Kojamo.

Asset & Wealth Management
In 2018, we continued to substantially
invest in responsible investments to
ensure future strength within active
ownership, ESG research and integra-
tion. In December, Nordea Asset Man-
agement was rewarded as Best ESG
investment process in Europe for the
fifth year in a row by the European
magazine Capital Finance International.
Furthermore, Nordea Funds was rec-
ognised as the best Nordic Fund House
in 2018 by Thomson Lipper, also award-
ing 12 Nordea funds sold in the Nordics
for their long-term performance.
Life & Pensions has scaled up the use of
robots across the Group, automating
processes and tasks in the back office,
increasing efficiency. Life & Pensions has
also taken the first steps in the field of
artificial intelligence (A.l.) by introduc-
ing a chatbot in customer interaction.
Several promising A.l. related projects
are in the pipeline for 2019 and beyond.

Sustainable Finance

As an essential initiative, Nordea aims
to take a leadership position within sus-
tainable finance, enabling our custom-
ers to transition to a sustainable future.
Nordea strongly supports this major
shift by engaging actively to ensure that
there is a market for these solutions,
and that capital is allocated to them.

In 2018, we continued to take new ini-
tiatives within sustainable finance and
participating in international sustain-
ability forums. Together with the United
Nations and 27 other banks from around
the world, we were co-founder of the
Principles for Responsible Bankin
launched in Paris last autumn. The prin-
ciples aim to align the financial sector
with the UN Sustainable Development
Goals and the Paris Climate Agreement.
Another international commitment was
when Nordea was selected in the Euro-
pean Commission’s technical expert
group on sustainable finance.

Sustainability and responsible bank-
ing is at the heart of what Nordea wants
to be and we are integrating sustainabil-
ity into our day-to-day business at an
increasing pace. As an example, we were
the first Nordic bank to introduce a
Green corporate loan product to small
and medium-sized enterprises. This is

offered to customers undertaking initia-
tives that have a clear environmental
impact. Additionally, in September we
launched a green mortgage for our per-
sonal customers in Sweden — a discount-
ed mortgage for all customers living in
climate-smart homes. Furthermore,
Nordea Life & Pensions has decided to
improve the environmental profile of all
its pension products and has already cut
the carbon footprint of its traditionally
managed equity portfolio by 70 %.

Our efforts within sustainability has
been internationally acknowledged. For
the second year in a row, Nordea was
ranked as one of the top 100 most sus-
tainable corporations in the world by
the specialised media and investment
research firm Corporate Knights and
was the only Nordic bank to qualify
among the top 100.

Going forward, our beacon will con-
tinue to be: Everything we do, we do for
the benefit of the customer. With a
financial industry going through the
largest transformation in decades,
Nordea has, by listening to our custom-
ers thoughts, worries and complaints,
through dedicated projects, developed
into a better and more accessible bank
with easier services. Fortunately, our
efforts are paying off. In 2018 we have
made progress in Personal Banking in
terms of increasing customer satisfac-
tion particularly in Sweden. We also saw
a continued positive trend in both
Private Banking and Business Banking,
and we retain our very strong position in
the large corporate sector. We will con-
tinue to push more and better solutions
and products to our customers fulfilling
their banking needs — easy and the way
they want it — with the clear ambition to
further improve customer satisfaction.

Our employees are key in succeeding
with this ambition. | would like to express
my gratitude to all Nordea employees,
who during the year have worked whole-
hearted to always put the customer first.
| am confident that their efforts will con-
tinue to bear fruit, to the benefit of both
our customers and our shareholders.

For 2019, our priorities are very clear.
We are now placed to intensify our cus-
tomer efforts and increase business
momentum while at the same time con-
tinuing to drive structural cost efficiency
We are now shifting into a more cus-
tomer-oriented phase with more time
and resources to spend on our custom-
ers. | am very excited going forward into
this new environment.

Best regards,

Casper von Koskull
President and Group CEO
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Leading platform

Total customer relationships and market position 2018

Household customers: Co

rporates & Institutions:

No.1 9.3 million 572,000

Market position,
Household customers
and Corporates & Institutions

Customer relationships and market position 2018 by country:

SWEDEN DENMARK FINLAND
4.1 million 1.6 million 2.7 millio

Household customers Household customers Household customers

(#3-4) (#2) (#1-2)

197,000 64,000 244,000
Corporates & Corporates & Corporates &
Institutions Institutions Institutions

(#2-3) (#2-3) (#1)

NORWAY

0.9 million
Household customers
(#2)

n

67,000
Corporates &
Institutions
(#2)

Nordea has a superior customer franchise and a unique position in the Nordics

Nordea is the leading bank in and life and pensions provider in
the Nordic countries and a major the Nordic region. Through our four
European bank. We are proud to be business areas Personal Banking,

a prominent Nordic retail bank, the Commercial and Business Banking,
number one wholesale bank and the ~ Wholesale Banking and Asset &
largest private bank, asset manager Wealth Management we serve

Leading financial services platform in the Nordic region

around 10 million customers. Nordea
is a Nordic bank with a global reach,
operating in 18 countries worldwide,
with operational support centres in
both Poland and India.

(=

75 percent of our customers get 122,000 customers used NORA,
their questions solved first our Digital Savings Advisor, of these
time by our virtual assistant 60% had not previously
NOVA* on our webpage. saved with Nordea and 88% started

regular monthly saving.
*External chatbot available 24/7, helping our

customers with questions to provide available
and accessible customer service options.
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“No. 1 Corporate Banking
in Nordics”

“IT Innovation of the Year
— Open Banking”

“Nordics winner — Best
Transaction Banking”



Stable bank with strong capital generation

Nordea delivered strong capital generation over time

Capital generation and dividend growth

Over the past decade, Nordea has consistently generated . -
new capital while growing dividends. +12 /o 50

43
Bl Acc. dividend, EURbn 37 39
B Acc. equity, EURbn = 35 . . I
2> o W
- 111101

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

18 20

N
=

Nordea is the
most diversified
bank in the Nordics

Withgsetr::::tif)anpital Dividend per share @ @ @ @ @ @ @ @ @

(euro cents)

1) CAGR 2005-2018, adjusted for EUR 2.5bn rights issue in 2009. Equity columns represent end-of-period
equity less dividends for the year. No assumption on reinvestment rate for paid out dividends.

Nordea is the most stable bank in the Nordics

Quarterly CET1 ratio downside volatility’, % Quarterly net profit volatility’, %
1.0
0.98 4 106
0.90
65
0.55 56
0.49 0.49
35 36
Nordea Peer1 Peer2 Peer3 Peer4 Peer5 Peer6 Nordea Peer1 Peer2 Peer3 Peer4 Peer5 Peer6
1) 2006-2018. Calculated as quarter-on-quarter volatility in CET1 ratio, adjusted 1) 2006-2018.

so that the volatility effect of those instances in which the CET1 ratio increases
between quarters is excluded. Excluding Q4 18 for all banks (due to Nordea move
to SSM and for Swedish peers move of Pillar 2 mortgage risk weight add-ons into
Pillar 1).

Since 2006 Nordea has generated the most stable fundamentals in the Nordics — both when it comes to earnings
and capital ratios

Nordea’s CET1 ratio development has strenghtned year after year

CET1 ratio development, %
18.4 188 192 192 195 19.8 199 203

17.9
16.5 16.7 16.8
e 152 156 157 156 169 163 165 155"
| | | | | | | | | | | 1) CET1down to 15.5%
due to Nordea move to SSM.

Q1 Q@ Q3 Q4 Q1 Q2 Q3 Q4 Q@ Q@ Q@ Q@ Q1 Q2 Q3 Q4 Q@ Q@ Q3 Q4
2014 2015 2016 2017 2018



Leading platform

Nordea has further enhanced its Nordic focus
with a simplified structure in a new domicile

We have increased our focus on our Nordic core markets during the last 5 years

Simplified
P Jan 2, 2017 +® oct 1. 2018
structure
in a new ange of legal Re-domiciliation,
demifElE structure move to banking union
|
2013 2018 Q1 Q2 Q3
o ' o——Q o T o >
T
[ 2013-2017 F 2018 Q2
Russian exposure reduced Inned acquisition of
0 L
Enhanced by 63% Gjensidige ank
Nordic
focus - 2013 - 2018 Q1 .e.‘ 2018 Q3
Divestment of Polish Divestment of Luxembourg- Announcement of divestment
operations sed private banking business of altic operations (Luminor)’

1) Luminor established in Q3 2017
as a joint venture with DNB.

* Divestment of our Polish operations
¢ Reduced our Russian exposure, including divestment of the Russian household portfolio
* Divestment of parts of our Luxembourg-based private banking business

¢ Closing of the acquisition of Gjensidige Bank will take place in Q12019 including also a partnership with Gjensidige
Forsikring

* Divestment of our Baltic operations through the sale of Luminor, subject to receiving all necessary regulatory approvals

These transactions have reduced risks and increased our operational focus on the Nordics

Targeted investments to strenghten and simplify our way of working

Development spend (gross')

=958
=890

Bl Compliance & Resiliance
=685 B Digital Banking
B Simplification
201 [l Other (running developments)

pLy)

185

1) Gross spend (expensed as well as capitalised).
2015 2016 2017 2018

¢ Compliance & Operational risk — Capacity upgrade in 1st ,2nd and 3rd line. Improved crisis management capabilities
¢ Financial crime — Significant build-up of group-wide organisation

¢ Technology & Infrastructure — New operating model for IT. One platform for all units, One Nordea

¢ Enhanced information and cyber security. Integrated end-to-end technology operations

* |T remediation — Global control system for identity and access rights. Global fraud monitoring roll-out
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Leading platform 9

Household lending margins under pressure

Household lending Sweden’ Household lending Norway"’
Q12017-Q4 2018 Q12017—-Q4 2018
110.6
101.8
—g)
88.1
86.2
Household lending Denmark’ Household lending Finland’
Q12017-Q4 2018 Q12017—-Q4 2018
102.0
d-)&\-\/\.
96.5

@ \/olumes == Margins

Margin pressure continues with subdued volume growth.
1) January 2017 = index 100.

Our Return on Equity has been impacted negatively

Relative RoE performance
Q4 2014—Q4 2018, Excl. items affecting comparability

\ 11.5%

&= Nordea rolling 4 quarters
== Nordic peers rolling 4 quarters

8.4%
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Nordea investment case

10

Strategic vision:

Leveraging One Nordea

Nordea has embarked on a number of strategic initiatives to meet the customer
vision and to drive cost efficiency, compliance and prudent capital management.

People in the Nordics are known for open thinking. In many
ways, Nordic ideas have been at the forefront of building
modern, open societies, focused on a greater good. As the
consolidation of over 300 banks — several of which were pio-
neers of the banking industry — we in Nordea embody this
mindset. We have re-invented ourselves many times over.
And we will do it again, as One Nordea.

It all starts with our customer vision because we want to
be an end-to-end personal and digital relationship bank that
is easy to deal with, relevant and competent — available to
customers anywhere and anytime. As a safe and trusted part-
ner, we will help customers achieve their dreams and aspira-
tions, every day and across generations.

How our customers experience us is driven by our culture,
which attracts diversity and is what makes Nordea a great
place to work. It points us back to our purpose, which leads
our decisions and is the reason we exist; and our values,
which guide us on how to get there with courage, collabora-
tion, passion, and ownership.

Our culture is at the heart of our strategy because reinven-
tion starts with all of us. As the leading Nordic bank, we are
different, so we build on what we already do best. Our
healthy balance sheet keeps us financially strong; our culture
unites us and attracts and retains the best talent; our people
are empowered to grow, contribute and enjoy their roles; and
our data provides insights on 10 million customers — insights
we can turn into new and better solutions.

To realise our full potential as One Nordea, we have priori-
tised the six capabilities we want to be really good at today.
Creating great customer experiences is our number one pri-
ority and this takes strong analytics, skilled IT management,
innovative partnerships and sound risk management. Our
people who connect with customers every day are the face of
Nordea, so we also want to be great at people management.

Our vision honours the tradition of Nordic ideas in a new era
of banking. It is an era where we need to accelerate our rein-
vention to match the pace of change in society. It enables us to
stay relevant as the local bank for local customers, the Nordic
bank for global customers, and the global bank for Nordic cus-
tomers. It is a privilege and a responsibility we take very
seriously.

It is our vision to lead the way and reinvent banking — as
One Nordea.

2019 Key priorities

For 2019, Nordea's key priorities are:

¢ Increase business momentum: we want to realise the
potential of our business model momentum. We can do so
when we, for example, evaluate our risk and return view,
focus on customer acquisition and decreasing attrition,
make use of our full potential by cross-selling and really
utilising our specialists and competencies to create value
for our customers.

¢ Drive structural cost efficiency. We want to achieve a
healthy cost base on a long-term basis, while still deliver-
ing on our commitments. Hence, we want to reduce costs
in a smart way, without jeopardising our business
momentum.
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A customer-centric organisation

To facilitate a sharp customer focus, and to reflect the unique
needs of the different customer segments, Nordea is organ-
ised into four business areas — Personal Banking, Commercial
& Business Banking, Wholesale Banking and Asset & Wealth
Management. This ensures optimal delivery, while increasing
the time spent with customers and reducing the time
required to bring new products and services to market.

Digitalisation and distribution transformation

Digitalisation is one of the main drivers for change in banking
and indeed in many other industries. Customer preferences
and expectations on accessibility, ease and personalisation
are key reasons for this trend. Nordea continues to see a rapid
increase in customer demand for mobile solutions.

The Core Banking Programme is the no. 1 priority in
Nordea's change portfolio, as it is the most critical enabler of
Nordea's ambition to transform into a scalable, resilient, effi-
cient and digital relationship bank by 2021. By simplifying its
core, Nordea will be able to leverage the full scale of digital
opportunities, build an efficient operating model and achieve
our customer vision through:
¢ True digital end-to-end customer experiences
¢ Improved access to data analytics
¢ |mproved product development and maintenance — at a

lower cost
¢ Replacing multiple country-specific legacy systems with

one Nordic banking platform.

The transition activities include the shift from physical to digi-
tal distribution and the establishment of e-branches, as well
as the use of robotics and artificial intelligence — Al.

Building a resilient business for the future

Nordea, like other businesses, is constantly facing global chal-
lenges. In terms of our business, this means that we need to
take responsibility when mitigating risks, managing our cus-
tomers’ money and in terms of environmental impact.

Sustainability is an important factor, and Nordea's Sustain-
ability Policy sets out principles on investments, financing
and advice. It is our guide for conduct in our day-to-day work
and when making business decisions. We therefore integrate
environmental, social and governance (ESG) issues into our
investment analysis methodology, to ensure that investment
and portfolio construction decisions are based on a full set of
information. We also integrate ESG risk evaluation into our
credit decision-making, and the customers’ ESG risk category
is included in credit memorandumes.

Trust and responsibility

We have set an ambitious target to be best in class in terms
of regulatory compliance. Emphasis on implementing new
rules and regulation quickly and making it an integral part of
our business model, is key to capturing the benefits of com-
pliance-driven investments also in the form of a deeper
understanding of our customers and risks.



Nordea investment case

Our strategic vision — Leveraging One Nordea

How our customers will experience us

0

anywhere ang
anytime

What will differentiate us from others

What we want to be great at

Simplifying the bank

Success in 2018

Basic modules
delivered

First deliveries
finalised in:

¢ Deposits

e Loans

* Instant payments

Business to own
the new capabilities
and drive the
simplification of

the bank

Closing local data
warehouses

Objectives in 2019—-20

Large scale
simplification

Local
implementations:

* Deposits
e Loans

« Cross-border
payments

Complex product
migrations and
de-commissioning
of legacy to be
continued 2020 and
beyond

Financial targets towards 2021

Dividend

Capital

The ambition is a yearly increase in the dividend per share, while maintaining
policy  astrong capital position in line with the capital policy

A management buffer of 40 —120bps above the regulatory CET1 capital

policy ratio requirement

RoE A continued improvement in Return on Equity, with the target of being
above the weighted Nordic peer average

Costs For 2019: Costs are expected to be lower in constant currencies compared to
2018 excluding items affecting comparability in 2018 and 2019. Total cash cost
are expected to be lower in constant currencies over the same period.

We have made good progress in building the capabilities and foundation for change

We are making a significant investment in building modern platforms that will
enable end-to-end digital solutions for customers and future development. This
involves the replacement of our legacy banking systems, where over 400 systems
are being converged into, 1) a new core banking platform; 2) a payment platform; 3)
a customer and counterparty master solution, and; 4) a common data warehouse.

Since early 2018, household customers in Finland have been able to open new
savings accounts and fixed term deposits on the new Core Banking Platform, via
both Nordea Netbank and Mobile. In Spring, close to 750,000 Finnish customer
savings accounts were successfully moved onto the platform.

In Autumn, a stepwise implementation of loans commenced, with an employee pilot
for unsecured consumer loans available also in the Nordea mobile application. This
pilot was later extended to a limited number of Finnish customers. Today, applying
for a loan via Nordea Mobile involves just a few easy steps, with instant access to
funds for eligible customers in Finland.

All Single Euro Payments area (SEPA) payments are now running on the new
Payment Platform. Since June 2018, our customers in Finland have been able to
receive instant Euro payments from several European banks in the SEPA region.
Nordea was the first bank in the Nordics to offer this new service to customers.

The Customer and Counterparty Master solution is the future single source and
provider of customer and counterparty information across the Nordea Group.
Consolidation of data into a single platform will cater for increasing regulatory
compliance and customer needs.

Group Common Data is replacing legacy local country data warehouses with a
common Nordic Data Warehouse.

il

Gradually improved Group

return and cost efficiency,
as business areas address
and close their relative
performance gaps.

For 2021: Cost base in constant currencies to be approximately 3% below the
2018 cost base excluding items affecting comparability in 2018. Cash cost are
expected to be down 5-10% in constant currencies over the same period.
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Business areas and Group functions & other

The four main business areas are designed to support the relationship strategy for
each specific customer segment. Having one operating model and an end-to end
value chain ensures optimal delivery, increasing the time spent with customers and

reducing the time required to bring new products and services to market.

Personal
Banking

¢ Leading Personal Banking
in the Nordics — easy

banking for our customers.

.

Seamless through omni-
channel set-up: anywhere
— anytime, digital and

in person.

¢ Safe and trusted, with most

relevant and competent
advisory.

« Efficiency and scale
— One Nordic model.

Group Finance & Treasury/Group Corporate Centre

Commercial &
Business Banking

 Leading position in corpo

rate banking in the Nordics.

Ambition to be no. 1in
employee satisfaction.

Nordea is the no.1 bank for
start-ups in the Nordics.

Best in class advisory
— anywhere, anytime.

Best in class digital expe-
rience — tailored customer
preferences and needs.

Wholesale
Banking

No.1 Wholesale Banking
position in the Nordics.

Customer intensity and
satisfaction.

Attract, develop and
retain the right people.

Digital transformation.

Social engagement and
sustainable footprint.

Business optimisation
and efficiency.

Asset & Wealth
Management

Largest private bank, asset
manager and life & pension
provider in the Nordics.

Strong investment
Performance.

Delivering advice and solu
tions of superior quality.
Well diversified and
capital light business.

Digital advisory and
product capabilities.

* Provide the Nordea Group with asset and liability management, treasury operations, group wide services,
frameworks and risk management, compliance and common infrastructure.

¢ Leading the implementation of One Operating Model across the bank.

* Continue Nordea s focus to enhance Capital, Financial Crime Prevention and Data & Technology.

Business area contribution, 2018

Operating income

7%

19% 32%

23%

Personal Banking
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Operating profit
9%

26%
24%

23%

Commercial & Business Banking @ Wholesale Banking

FTEs

26%
36%

9%

17%

Asset & Wealth Management

Economic capital

8%
9%
30%

24%

Group Finance & Treasury
/ Group Corporate Centre






Business Areas

Personal Banking

Introduction

Frank Vang-Jensen
Head of Personal Banking.

Nordea has the largest cus-
tomer base of any bank in
the Nordic region. In Per-
sonal Banking around
10,000 people are working
every day to deliver greater
customer experiences to
more than 9 million house-
hold customers. We do this
through a combination of
physical and digital chan-
nels offering a full range of
financial services and
solutions.

mon strategy, operating
model and governance
across markets.

Through strong engage-
ment and valuable advice,
the aim is that Personal
Banking customers entrust
Nordea with all their bank-
ing business. Reflecting the
rapid changes in customer
preferences, Personal
Banking's relationship
banking concept also
encapsulates and inte-

grates digital channels
through constantly expand-
ing mobile offering.

In Personal Banking, we
want to be the leading per-
sonal bank in the Nordics.
We want to be known for
being safe and trusted, by
both our customers, our
partners and the society
around us. We leverage our
Nordic presence and we
continue to develop our
agile ways of working.

The Personal Banking
business area includes

advisory and service staff,
channels, product units,
back office, digital develop-
ment and IT under a com-

Business development

Personal Banking continues the signifi-
cant transformation both in the distribu-
tion network and by means of an agile
development operating model, in order
to deliver on the customer expectations
on digitalisation and service.

The influence of digitalisation chang-
es what is expected from us, and we
aim to deliver easy banking for our cus-
tomers anywhere, anytime, through dig-
ital channels or in person — while pro-
viding the most relevant and competent
advisory.

During 2018, we have launched an
array of new services and solutions for
our customers, in addition to improving
availability and accessibility.

For instance, we have:

Improved our digital daily banking
experience for our customers via the
launch of the completely redesigned
mobile banking app in Finland and in
Sweden in 2018. Denmark and Norway
will follow in 2019. With the new app,
the bank is available anywhere at any
time and personalised to the preferenc-
es of the customer. Within a month from
the introduction in Sweden, 35% of the
mobile users had migrated to the new
app —in Finland, 100% all mobile users
now have the new user experience.

Provided our customers with easy
payment solutions; Our strong mobile
payment suite now includes both Apple
Pay and Google Pay — a Nordic first in
the payment services landscape.

Our service robot Nova helps our cus-
tomers to instantly chat with their bank
now in all markets. Robotics are used
widely also in our backend helping our
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customers to have a smoother experi-
ence, for example, loan promises are
given to customers in Norway within
minutes.

Leveraged our scale and quality of
solutions; Seamless and fully digitalised
customer experiences enabled by the
new Core Banking Platform have been
introduced, now with 800 000 Finnish
savings accounts up and running on the
new platform.

Continuously provided relevant and
competent advisory in all channels —
now also with our digital advisor Nora
in all markets, allowing customers to
receive investment advice on their own
at any time. And we have developed
digital and automated solutions to
make it easier for our customers to
manage their economy, for instance
with a new finance calculator that
allows a quick overview of the financial
situation.

Within housing market, we continued
to serve our customers actively and
with increasing responsiveness, sup-
ported by more online meetings. We
continued to have a balanced approach
to reflect local market conditions and
managed our lending risk profiles with
actively managed pricing models.

The trend of increasing wealth
among Nordic personal banking cus-
tomers continues. During 2018, we
implemented MiFID Il and increased
focus on compliance in investment
advice for the benefit of our customers,
who also witness further sustainable
products being integrated into the advi-
sory portfolios.

Over 9 million Personal

Banking customers in the Nordics are served by
around 10,000 Nordea employees.

Alongside these improvements
towards our customers, we implement-
ed an agile development operating
model, providing increased employee
satisfaction, development efficiency and
shorter lead times to new services.

As part of Nordea's strategy to focus
its operations to the Nordic core mar-
kets, Nordea, together with DNB, has
entered into an agreement to jointly sell
60% of Luminor to a consortium led by
private equity funds managed by Black-
stone. As a result of the transaction,
Nordea will hold approx. 20% of Lumi-
nor and maintains ongoing representa-
tion on Luminor’s Board of Directors. It
is expected that the transaction — sub-
ject to regulatory approval — will be
closed during the first half of 2019.
Nordea and Blackstone have additional-
ly entered into a forward sale agreement
for the sale of Nordea's remaining 20%
stake over the near to medium term.

2018 in brief




Business Areas

Personal Banking

Online advisory meetings
Online meetings' share of total meetings
excl. corporate customers.

26%
24%

Q42018 Q42017

Result

Personal Banking witnessed a year of
significant pressure on both margins
and volumes. As a result, income
decreased 2% in local currencies com-
pared to last year.

Net interest income came down by
6%, from both tighter lending margins
across the markets, as well as signifi-
cantly higher cost pertaining to the
Swedish Deposit Guarantee Scheme.
The negative development was slightly
offset by growth in mortgage lending,
especially in Norway.

Other income was adversely affected
by a lower level of both lending and
savings fees. The effect was mitigated,
however, due to a revaluation of a loan
portfolio in Denmark which generated a
pre-tax gain.

Total expenses were up 1% in local
currencies, as lower staff costs from less
employees were off-set by costs of
technology, risk and compliance.

Credit quality

Loan losses were low in all four coun-
tries and credit quality strong. Com-
pared to 2017, the implementation of
IFRS 9 and 13 has led to increasing loss
provisions following from new statisti-
cal models in Finland and a fair value
approach to a loan portfolio in
Denmark.

Denmark

Total income increased 4% compared to
2017 primarily due to a gain from the
revaluation of a loan portfolio in the
beginning of the year. Furthermore,

Transactions, millions
Q12013-Q4 2018

’\/\/w

35

Branches

2

income was realised from the divest-
ment of a portfolio of old debt claims.

Net interest income decreased pri-
marily due to lower deposit margins pri-
marily driven by higher deposit guaran-
tee fees and reduced income from con-
sumer lending.

Other income was down from last
year following the divestment of
Nordea Life & Pension as well as a gen-
erally lower savings income.

Total expenses increased due to
transformation cost in rightsizing the
organisation, as the number of FTEs
were reduced by 11% over the year.

Loan loss provisions were realised at
a higher level than 2017, following the
revaluation approach to a loan portfolio.
Actual loan losses remain at a low level.

Finland

Total income decreased 7% compared
to 2017.

Net interest income was down from
reduced lending margins 4% driven by
both lower lending and deposit mar-
gins. Lending volumes decreased 1%
while deposits volumes were up 2%
from 2017.

Other income decreased mainly due
to payments and savings income relat-
ed to lower distribution fees.

Total expenses were down in line
with a lower number of FTEs in 2018,
for which transformation costs were
booked in 2017.

Loan losses increased for 2018 due to
changed statistical models under IFRS
9, and economic capital was up due to

Key figures
@ 2018 @ 2017

60 59

C/, %

ROCAR, %

REA, EURbn

raised risk weight level of mortgage
loans.

Norway

Total income increased by 4% in local
currency compared to 2017.

Net interest income improved follow-
ing the volume growth, under which
lending volumes increased by 5% in
local currency, with very strong momen-
tum during second half of 2018.

Other income increased from both a
higher level of payment commission
income, as well as items at fair value.

Total expenses increased 3% in local
currency compared to 2017 mainly on
transformation costs booked in first and
third quarters. Loan losses stayed at a
low level.

Sweden

Total income decreased 4% in local cur-
rency compared to 2017. This was driv-
en by lower net interest income, due to
pressure on both deposit and lending
margins, reflecting the general price
pressure on the Swedish mortgage
market. After months of lending volume
outflow in the beginning of the year, the
trend was reversed over the latter
months, leaving a stable volume over
the year.

Other income increased compared to
2017, driven by higher payment com-
mission income and higher net result on
item at fair value.

Loan losses remained stable and on a
low level.
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Business Areas Personal Banking

Strategic focus areas and value drivers

We aim to deliver easy banking for our customers anywhere

— anytime, digital and in person. This shows as high availability
of efficient daily banking services accessible through multiple
channels and high-value advisory services for especially home-
owners and premium customers. Our vision is to be known as
safe and trusted, both by our customers, and also by our part-
ners and the society around us.

The platforms we use and develop drive scale and Nordic
efficiencies, with local market adaptability. This gives us fur-
ther leverage in introducing further automation for service
processing, and enables new faster cycles in service introduc-
tion, supported by the introduction of the Core Banking Plat-
form. In addition, we continue to leverage our Nordic pres-
ence also for a retained and relevant risk profile.

The agile way of working has proven its merits both in
employee satisfaction, and in getting better services out faster
than ever. We are transitioning from many smaller branches
into larger units increasing accessibility for our customers and
upside for our employees to provide more specialised services
to our customers and a new level of collaboration within our
branch networks.

The importance of digital mobile services is increasing and
will continue to be a key item in our transformation roadmap.
We continue to develop customer driven services through both
own and partner development, and the excitement on the key

Strategic focus areas for executing the transformation

service introductions during the past few years has proven this
approach, including several industry firsts for our customers.

Delivering a smooth omni-channel daily banking experience
for our customers is in our core focus. Customers choose their
channel depending on the complexity of their need, time, loca-
tion, or personal preference — making the bank available any-
where, anytime.

In Personal Banking, we want to be the leading personal
bank in the Nordics. We want to be known for being safe and
trusted, by both our customers, our partners and the society
around us. We leverage our Nordic presence and we continue
to develop our agile ways of working.

2019 Priorities

We will increase business momentum through improved cus-
tomer satisfaction, and by focusing on three key initiatives:
¢ Winning the homeowners in each market.
¢ Increasing savings business with our Premium customers.
e Accelerating the digitalisation and substantially increasing
momentum within consumer finance.
e We will also drive structural cost efficiency through:
- Leveraging cost efficient digital touchpoints for service
and sales.
- Further automating and simplifying processes.

Most relevant
and competent
advisory with
high accessibility

Smooth omni-
channel daily
banking experience

Safe and trusted
by our customers,
partners, and society

Speed and quality in
developing and scale
in delivering our
services

Capturing value in Personal Banking

Focus on customers' needs with tailored value propositions and
specialised advisors

Increased availability and smooth access to service

Customers choose their preferred channels
Optimisation of the branch network, digital advisory and
service increasing in importance

Prudent risk management and compliance
Mastering cyber security and customer protection

Cost reduction through robotics and automation of processing
Synergies through Core Banking Platform and nearshoring
Best experiences via own and partnered development

Relevant and
easy services

Scale

Prudent risk management
and compliance
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Our aim is to be the best among peers in:

Customer satisfaction

Employee satisfaction

Profitability






Business Areas

Commercial & Business Banking
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Introduction

Erik Ekman
Head of Commercial &
Business Banking.

Commercial & Business
Banking consists of Business
Banking, Transaction Bank-
ing and Nordea Finance and
has a leading market posi-
tion in the Nordic region. We
employ 4,800 people and
serve more than 550,000
corporate customers through
a mix of physical and dig-
ital channels by bringing
easy banking services from
Nordea and partners to our
corporate clients. We pro-
vide value and contribute to
society by offering our eco-
system to entrepreneurs and
scale-ups to make people
and businesses succeed with
their Nordic ideas and to
make a sustainable impact.
In Business Banking, large
and medium-sized corpo-
rates are served in a relation-
ship-driven model securing
high availability and ability
to solve complex customer
needs. Small corporates are
served in a remote set-up
in Business Banking Direct
with increased flexibility in
the organisation to ensure

fast response to changes in
customer demand and mar-
ket development.
Transaction Banking is
constituted by Cards, Trade
Finance, Cash Management
and Mobile- & E-Commerce
& co-Innovation and serve
all Nordea's customer seg-
ments, providing payment-
and transaction services as
well as driving Open Bank-
ing, and Blockchain/DLT ini-
tiatives across all platforms
in the bank. Transaction
Banking is an integral part of
the Nordea ecosystem as a
provider of the latest digital
innovations to enable Busi-
ness Beyond Banking.
Nordea Finance services
all customer segments
across Nordea spanning the
simplest unsecured financ-
ing needs for household
customers to complex sup-

ply chain financing solu-
tions for large corporates.
Nordea Finance is respon-
sible for Sales Finance
business and Asset based
lending in Nordea cover-
ing three different product
groups — Investment Cred-
its, Working Capital and
Consumer Credits.

Our ambition is to be
#1 bank in customer sat-
isfaction for our house
bank customers, with the
most engaged employees
and the highest profitabil-
ity in the segments where
we choose to compete. To
achieve this, we are trans-
forming the way we service
our customers, broadening
self-service options and
thereby enabling easy and
more available banking for
our customers.

550, 000 corporate customers are

served by around 4,800 Nordea employees.

Business development

Nordea is constantly developing its
role as a business partner to corpora-
tions and entrepreneurs in the Nordics
by continuously launching new digital
services, products and partnerships
thereby growing our ecosystem. Cus-
tomer behaviours and demand pat-
terns are rapidly changing, a develop-
ment which we are meeting via digital
innovations and our vision to deliver
products and services that go beyond
traditional banking, Business Beyond
Banking.

We meet these new demands by
using emerging technology to lead the
way in adopting new innovative ser-
vices by involving our business clients in
our development. We stay close to our
customers, let them test new solutions
and integrate the customer feedback to
innovate and improve. During 2018 we
have affirmed our regular product as
well as launched several services and
solutions for our corporate customers,
some highlights are:
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Launch of an enhanced Corporate
Netbank, Nordea Business. More than
50,000 customers in Sweden have been
invited and we will maintain the Nordic
momentum in 2019. Nordea Business
will be the primary channel to serve our
corporate customers remotely and will
enable easy access to an eco-system of
products and solutions for self-service.

Establishment of dedicated Start-up
and Growth units in all countries,
strengthening our advisory capacity
towards entrepreneurs and start-ups
with scaling opportunities for global
reach.

Launch of Green loans in Sweden
enabling customers to access sustain-
able financing. To be rolled out across
all Nordic countries during 2019.

The development of Nordea's Open
Banking platform is progressing and is
now live in Denmark, Sweden and
Finland.

Nordea is a key player in the design
and implementation of we.trade
which creates a blockchain based plat-
form that allows companies to make
fast, easy, paperless trades.

Nordea Connect (payment service pro-
vider) was launched in Finland and
Sweden which will improve the online
buying experience for both consumers
and merchants. This is a big step for-
ward for Nordea in the e-commerce
arena.

2018 in brief
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Commercial & Business Banking

Customer satisfaction,
relationship customers

74 72

2018 2017

Mobile Payments,
tokenized

+800%

9x

1X

2018 2017

Google Pay was added in 2018 to the
portfolio of mobile payment solutions
that also includes Apple Pay and
Nordea Wallet. These enable us to be
the customer'’s first choice in the digital
space and we are continuously improv-
ing these services to provide a seamless
and secure mobile spending
experience.

Launch of Alfa Nordea Finance Leas-
ing platform in Finland, a new and
improved system enabling the reduc-
tion of complexity by harmonising pro-
cesses and products, focusing on Leas-
ing, Hire Purchase and Loans. Nordic
roll-out continues through 2019-2020.

Key figures
@ 2018 @ 2017

C/l, %

Green Loans

+180 mEUR

180

2018

2017

Result

Total income was stable when com-
paring to 2017 and up 2% in local
currencies.

Net interest income increased by 4%
in local currencies. Interest rate environ-
ment remained challenging while both
lending and deposit volumes increased
by 3% in local currencies.

Net commission income decreased
by 8% in local currencies, with some
negative impact from IFRS15.

Net result from items at fair value
increased by 17% in local currencies and
included a model related fair value gain
in the first quarter. Excluding this, net
fair value decreased 10% as market
activity was subdued and margins com-
pressing. Customer activity picked up in
the fourth quarter.

Total expenses decreased by 6% in
local currencies driven by a reduction in
FTEs of 9%. 2017 included transforma-
tion cost of EUR 51m. Operating profit
increased by 23% in local currencies.

ROCAR increased from 9% to 11% for

ROCAR, %

88

Net loan losses

Mobile bank logins, thousands

6,681

5092

2018 2017

the full year driven by decrease in cost
and loan losses.

Credit quality
Net loan losses decreased by 74% as
new loan loss provisioning decreased
although the second half of 2018
included provisions related to the sum-
mer drought. The loan loss ratio was 3
bps in 2018, down from 11bps in 2017.
Credit quality remains solid.
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Commercial & Business Banking 20

Strategic focus areas and value drivers

Our primary objective is to maintain our leading position in

corporate banking in the Nordics, to be the most relevant

business partner to our customers and to have the most

engaged employees. We organise to meet our customers in

all the different lifecycles of their business. Our strategic focus

areas are:

1. Business Partnership — tailored to customer needs and
preferences

2. Easy Banking — anywhere and anytime

3. Efficiency and scale — one Nordic model

4. Future capabilities in a dynamic market — sustainable
competitiveness

One example of how we aim to deliver tailored advice is our
establishment of Start-up and growth units across the Nor-
dics to support entrepreneurs and business in early stages of
growth. By specialising in a segment, we aim to be true bu
ness partners, having the competence needed to help our
customers succeed.

Through our Business Partner concept, digital innovation,
utilisation and integration of existing solutions Commercial &

Strategic focus areas for executing on the transformation

Business Banking offers an interconnected set of services,
delivered by us or 3rd parties. We contribute to the business
ecosystem in the Nordic region by providing easy access to
our full range of products and services driven by the vision to
deliver Business Beyond Banking.

Payments is at the heart of the digital transformation
affecting the banking industry. Nordea's transaction banking
division is therefore continuously improving existing solutions
as well as developing new innovations to stay on top of a
market in constant change.

2019 Priorities

Develop and improve our business partner concept for Busi-

ness Banking customers and our remote service offering to

Business Banking Direct customers

e Further improve our compliance and credit processes.

¢ Digital development of scalable solutions such as the
Nordea Business net bank and the Alfa leasing platform.

¢ Continuously improve and innovate in the payment- and
mobile solutions space leveraging partnerships and cus-
tomer co-creation.

e The most satisfied customers in the
segments, where we choose to compete

Business Partnering
Tailored to customer
needs and preferences

 Better profitability than peers

* The most engaged employees in the
industry

Easy Banking

Anywhere and anytime

Efficiency and Scale
One Nordic Model

Future capabilities
in a dynamic market
Sustainable competitiveness

Capturing value in Commercial & Business Banking

Lead the way in adopting innovative
services thereby expanding our financial
ecosystem to deliver attractive value
propositions

Stay close to our customers and push
the boundaries of digitally delivered
services

Streamlined and efficient by leveraging
simplification of processes and infra-
structure

Partnerships and co-creation in a new
market environment fostered by our
Open Banking value proposition

¢ Providing value through advisory
tailored to customer preferences,

keeping a sharp focus on efficiency Income mix
and simplification, while at the same
time ensuring risk prudency through
diversification and a rigorous control Cost
framework.
Capital
Risk
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 Strengthen advisory
« Drive Business Beyond Banking

Improved
« Self-service and remote advisory ROCAR
 Simplification in processes and
products
« Strict risk management
* Business selection Improved
C/I ratio

* Well-diversified business
« Effective control framework
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Wholesale Banking
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Introduction

Wholesale Banking is
servicing Nordea's large
corporate and institutional
customers. Service offering
includes a focused range

of financing, cash manage-
ment and payment services,
investment banking, capital
markets products and secu-
rities services.

Wholesale Banking is the

Martin Persson
Head of Wholesale Banking.

Nordic leader within sus-
tainable finance and has

the leading Large Corpo-
rate and Institutional cus-
tomer franchise in the Nor-
dics. Through Nordea Mar-
kets, a broad range of
Nordea customers in Com-

mercial & Business Bank-
ing, Asset & Wealth Man-
agement and Personal
Banking, are also serviced.

Business development

Wholesale Banking's focus areas
remained unchanged with continued
prioritisation within customer centric
value-added services, business and cap-
ital efficient initiatives as well as lever-
aging our Nordic #1 position and client
franchise. Wholesale Banking continued
to invest in digital and automation ini-
tiatives and build on the sustainable
agenda to be the leading Nordic bank in
this field.

Corporate and Investment Banking
Large corporate lending increased com-
pared to 2017 reflecting increased activ-
ity and ambition levels within our Cor-
porate & Investment Banking (C&IB)
service offering. Conscious de-risking of
our large corporate lending portfolio
now also coming to an end. C&IB scored
all-time high in customer satisfaction
for large corporates with Prospera No. 1
ranking in the Nordic region, Finland
and Denmark, and in the Nordic Lever-
aged Finance area.

2018 was a very successful year for
C&IB with a top ranking in the league
tables for both Nordic M&A and Nordic
ECM. A continued buoyant corporate
bond market was seen, albeit not at the
same record level as in 2017.

The strong M&A performance was
underpinned by Nordea'’s key roles in
various deals e.g. merger of Tele2/Com
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employees.

Hem and public takeover for TDC, for
which Mergermarket Europe selected
Nordea as M&A Financial Advisor of the
Year 2018 in Denmark.

Nordea continues to be the leading
bank in Nordic ECM and successfully
executed multiple IPOs, including Bet-
terCollective in Sweden, Elkem in Nor-
way and the largest Finnish IPO in over
a decade in Kojamo. Additionally,
Wholesale Banking advised and sup-
ported several large corporate rights
issues during the year.

Nordea held leading roles in numer-
ous Nordic landmark Leverage Finance
transactions and continues to build
presence in the less volatile segments
such as Private Equity backed infra-
structure. Nordea was recognised for
the value-added offering and voted the
leading house for Acquisition Finance
throughout the Nordic region by
Prospera.

DCM performed strongly throughout
the year as the Nordic market leader
within both Investment Grade and High
Yield issuance across all currencies.
Loan syndication saw a pick up from
last year. Corporate bond and Syndicat-
ed loans ends 2018 with top rankings in
Nordic league tables.

Customer activity in the Shipping
business increased during the second
half of 2018 as a result of higher activity

Customer satisfaction is
our top priority and by
combining the entire value
chain from customer units
through product units to
operations, Wholesale
Banking can leverage from
the scale and quality of its
franchise and create great
customer experiences for

Nordic as well as designat-
ed international customers.
Value adding solutions pro-
vide our customers access
to financing in the capital
markets and with tailored
financial tools to optimise
their business and manage
their risks.

3,000 Wholesale Banking customer

groups are served by around 3,600 Nordea

in the industry in general, whilst it
remained relatively low for the offshore
business. The Shipping, Offshore and Oil
portfolio is well provisioned at a full 4%
of total lending end of year

In Russia, customer activity remained
moderate with further de-risking of cor-
porate lending portfolio.

Capital Markets

Customer activity in Markets related
products picked up towards the end of
the year and the fourth quarter repre-
sented the second strongest Wholesale
banking customer-driven NFV income
quarter in Markets for the year.

2018 has been characterised by chal-
lenging market environment for any
trading-related activity with subdued
activity and negative impact from new
regulations, negative interest rates,
fierce competition, geopolitical turbu-
lence and low market volatility.

2018 in brief
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FY 2018 #2 on ECM, EURm'

Nordea 3,487

Int. peer 2,957

Nordic peer 2,852

Nordic peer 2,704

Nordic peer 2,685

FY 2018 #1 on Corp. Bonds, EURm’

Nordea

6,440

Nordic peer 5,188

Nordic peer 3,555

Nordic peer 3,186

Nordic peer 2,941

Customer activity picked up in the FX
area in last quarter of the year. Nordea
FX execution algo offering was
launched successfully with broad cus-
tomer interest and growing activity.
Nordea was awarded Best Foreign
Exchange Provider in Norway and Fin-
land 2018 by Global Finance Magazine.

Customer activity in interest rate
derivatives was stable during the year.
Somewhat lower demand for hedging
products was seen and the competition
in corporate derivatives has been
strong.

Equities franchise improved during
2018 within both Equity Research,
Sales, Finance and Trading. Total reve-
nues were under some pressure as
expected on the back of MIFID Il
effects.

Nordea Research was awarded the
leading Nordic provider of ESG research
in the Domestic Equity Prospera survey.
Equity and Credit Research coverage of
single securities increased during the
year and now stands at a market lead-
ing 539 companies.

FY 2018 #1 on M&A, EURm'

Nordea 23,082

Int. peer 21,375

Int. peer 19,891
Nordic peer 19,357

Int. peer 19,024

FY 2018 #1 on Synd. Loans, EURm’

Nordea 9,098

Nordic peer 5,781

Nordic peer 3,798

Nordic peer 3,599

Int. peer 2,601

Result

Total income was EUR 1,733m, down
16% compared to 2017, mainly due to
Net result from items at fair value. Net
interest income was EUR 854m at par
with 2017.

Net fee and commission income was
down 18% and almost flat YoY for FY
2018 adjusted for the divestment of NLP
Denmark and IFRS 15 (negative impact
YoY)

Net result on items at fair value was
down 35% from last year, reflecting
moderate market activity and com-
pressed margins.

Key figures
@ 2018 @ 2017

52

46

C/, % ROCAR, %

REA, EURbN

1) Nordic region.

Source: Dealogic.

Lending volume excluding repos
increased slightly from 2017.

Total expenses decreased by 5% for
FY 2018 compared with 2017 driven by
continued focus on structural cost
efficiency.

Operating profit was EUR 741m,
down 15% from last year, with business
area ROCAR at 7%, 1%-point lower than
2017.
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Strategic focus areas and transformation initiatives

Wholesale Banking continues to develop and leverage its
leading market position in the Nordics. Long-term customer
relationships form the core of the franchise which is support-
ing both traditional and capital light solutions with a strong
emphasis on managing for returns. Customer centricity is the
starting point for Wholesale Banking to increase relevance,
intensity and value as well as create a more sustainable bank
for our customers and our employees. In this ambition,
Wholesale Banking actively supports Nordea's business and
cultural transformation.

As part of the transformation, Wholesale Banking increas-
es the ambition level in areas such as digitalisation, diversity,
sustainability and partnerships in line with the changing
industry landscape. Diversity, well-being and sustainability
are increasingly prioritised areas in Wholesale Banking to
attract the best talents as well as delivering sustainable long-
term returns. Automation and digitalisation are key to reach
both best in class customer satisfaction and long-term struc-
tural cost efficiencies.

Wholesale Banking continues to focus on our dedicated
people and through professional development, collaboration
and empowerment embracing a winning culture.

A strong focus is on efficiency and simplification transfor-
mation initiatives to strengthen the customer experience,
increase collaboration and leverage our pan-Nordic scale to
reach satisfactory returns. Key priorities in 2018 have been
ambitious de-layering of management, embedded usage and

Strategic focus areas for executing the transformation

focus on automation and centres of excellence, as well as less
travelling and other non-customer focused expenditures.

Wholesale Banking actively supports Nordea's increased
ambition level in the sustainability area. This is underpinned
by a significantly strengthened green bond offering, gradual
integration of ESG in the credit process and several leader-
ship events and focus on ESG in our Equity and Credit
Research coverage.

2019 Priorities

As shown in the illustration below Wholesale Banking's four
focus areas are Customer Centricity, People Dedication, Busi-
ness Optimisation and Society Engagement. On that basis,
Wholesale Banking's aim is to attain market-leading custom-
er satisfaction through a high degree of cross-selling in a
combination with a continued focus to retain and attract the
best talents in the industry. Business optimisation will be driv-
en by leveraging the digital and automation opportunities
and relevant use of the balance sheet to drive structural cost
efficiency throughout 2019. In addition, Wholesale Banking
has a focus on the society engagement to be the Nordic lead-
er within sustainable finance.

The 2021 ambitions will be along the same lines with an
increasing emphasis to continue the digital transformation.
Enhanced efficiency, collaboration as well as further develop-
ment of in- and outsourcing, partnerships and industry utili-
ties will support the journey as the leading wholesale bank in
the Nordic region.

Wholesale Banking's target remains
unchanged with a strong focus
long-term customer relationships,
pan-Nordic scale and leading expertise.
All delivered through dedicated

people, an integrated platform

whilst contributing to society.

Business Optimisation

Society Engagement

Capturing value in Wholesale Banking

Customer Centricity

People Dedication

Market leading customer satisfaction
Profitable growth
Excellent service and product delivery

Attract and retain the best talents
Great collaboration — one operating model
Leadership at every level

Managing for return

Stay relevant in terms of product, geography
and segment

Performing while transforming

Social responsibility
Risk culture embedded in everything we do
Be the Nordic leader within sustainable banking

Wholesale Banking maintains its
leading position in the Nordics and

will generate returns through all major Income
levers.
Cost
Capital
Risk
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* No. 1 Wholesale Bank in the Nordics
« Focus on customer satisfaction and returns

Maintain
- no.1
« Disciplined cost focus osition
* Automation, optimization and efficiency p
* Capital-smart product offerings
« Disciplined capital management
Managing
for return

* Risk and compliance embedded in
everything we do
* Maturing risk appetite framework
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Introduction

Snorre Storset

Asset & Wealth Manage-
ment provides high quality
investment, savings and
risk management solutions
to affluent and high net
worth individuals and insti-
tutional investors.

Asset & Wealth Manage-
ment is comprised of:

Private Banking — serving
customers from 67 branch-
es in the Nordics.

Life & Pensions — serving
customers with a full range
of pension, endowment and
risk products.

Asset & Wealth Manage-
ment is the largest Nordic
private bank, life & pension
provider and asset manag-

er. Asset & Wealth Manage-
ment has approximately
2700 employees, of whom
approximately 380 are
employed outside the Nor-
dic region, primarily in
Europe.

Head of Asset & Wealth
Management. Asset Management —
responsible for actively
managed investment funds
and discretionary mandates 97,500 Private Banking customers are
for institutional clients. served by around 850 Nordea employees.
Business development

Volatility and uncertainty defined the
financial markets in 2018, affecting per-
formance across the savings industry
this year. While the US showed strong
economic growth, China and Europe
adjusted expectations with an increas-
ingly critical outlook. In addition, rising
political uncertainties and looming
trade wars made investors more cau-
tious, affecting fee income.

To better navigate the uncertaintites
of today and tomorrow, Asset & Wealth
Management has been undergoing a
fundamental transition, refocusing the
organisation and building a digital and
sustainable product pipeline. This
includes strategic divestments of the Pri-
vate Banking presence in Luxembourg
and Life & Pensions in Denmark in 2018
which in turn affected overall netflows.

The new Asset & Wealth Manage-
ment organisation was established in
May 2018. Asset Management contin-
ues to operate as an arm's length insti-
tutional asset manager, while Wealth
Management is now a separate division,
bringing our Private Banking and Life &
Pension units closer to become more
customer centric and collaborative.

Nordea's Assets under Management
(AuM) finished the year at EUR 282.6bn,
down 47.8bn or 14% from 2017. The
decrease was largely due to the strategic
(re-)alignment divestments as well as
the impact of the value tilt in our fund
range.

Private Banking has undergone a sig-
nificant transformation since last year,
increasing its focus on higher net worth
customers and entrepreneurs. In the pro-
cess, several thousand customers have
been transferred to other parts of the
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bank to allow for a more specialised
value proposition. Private Banking con-
tinues to focus on customer acquisition
as well as optimizing the service & advi-
sory model to the needs of customers
and regulatory changes in the market.
Net flow amounted to EUR —=2.7bn in
2018, as the threshold was aligned and
increased across countries. Clients below
the new threshold have been transferred
to Premium in Personal Banking, leading
to an adjusted net flow of EUR —1bn. Our
Wealth Planning service continued to
grow in importance due to greater regu-
latory complexity and increasingly
sophisticated customer needs.

Following several years of high
growth rates, Asset Management saw a
slight decline in revenues during 2018,
mainly as a consequence of lower AuM.
This is in line with larger industry
trends, where margins are under pres-
sure as well as the effects of FX and
changes in the asset mix. To better miti-
gate these factors, the already strong
product offering in Asset Management
has been further expanded. New prod-
uct development initiatives have pri-
marily been concentrated within liquid
alternatives and ESG products, both
categories with significant growth
potential.

For many years, Nordea Asset Man-
agement has been at the forefront of
Responsible Investments. In 2018, we
continued to substantially invest in this
area to ensure future strength within
active ownership, ESG research and inte-
gration. In December 2018 Nordea Asset
Management was rewarded the Best
ESG investment process in Europe for
the fifth year in a row by the European

magazine Capital Finance International.
Furthermore, Nordea funds was recog-

nized as the best Nordic Fund House in

2018 by Thomson Lipper, also awarding
12 Nordea funds sold in the Nordics for

their long-term performance, whereof 7
are within balanced offerings.

International third-party fund distri-
bution experienced outflows of EUR
4.6bn. Gross inflows remained at a
healthy level and the newly launched
European Covered Bond Fund crossed
the one EURbn mark in fund AuM a
mere nine months after inception. How-
ever, inflows were not strong enough to
offset outflows from the Stable Return
Fund which was soft closed in the first
half of 2018 due to its size. On the insti-
tutional side, the loss of selected large
mandates, as several clients decided to
insource the portfolio management,
contributed to outflows.

Net flows in our Retail channels were
negative for the year with net flows of
EUR —1.8bn. This is in line with an over-
all decline in flow levels across the Nor-
dic retail fund market (with the excep-
tion of Denmark). Internally, the imple-
mentation of MiFIDII into the advisory
tools at the start of the year has had a
temporary negative impact on our sales
capacity in Retail channels.

2018 in brief
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AuM development, EURbn

323 330
288 283
262
232 I I

2013 2014 2015 2016 2017 2018

Overall investment performance was
lower in 2018 than previous years with
42% of composites outperforming
benchmarks and negatively impacted
by the high market volatility, especially
in equities. On a 3-year basis, perfor-
mance remained satisfactory with 65%
of composites above benchmark and a
continuous strong performance in Fixed
Income products where 88% of com-
posites outperformed benchmarks in
2018.

Life & Pensions' strong solvency capi-
tal position has enabled dividends of
EUR 657m, transferred to Nordea Bank
Abp in 2018. At the end of November
2018, the solvency capital position was
174%, supported by self-financing
growth in market return products and
capital release from the runoff of tradi-
tional insurance portfolios. Gross writ-
ten premiums (GWP) have decreased
by 35% in 2018 compared to 2017, pri-
marily due to the divestment of the
Danish Life and Pension business. The
combined share of market return prod-
ucts (MRP) and risk products accounted
for 96% of total GWP, leading to an
increasingly capital-efficient AuM
composition.

Life & Pensions has scaled up the use
of robots across the Group, automating
processes and tasks in the back office,
increasing efficiency. Life & Pensions
has also taken first steps in the field of
artificial intelligence by introducing a
chatbot in customer interaction. Several
promising A.l. related projects are in the
pipeline for 2019 and beyond.

Net flow, EURbn

19 19
15
7
H :
|

2017

-12

2013 2014 2015 2016 2018

Result

Total income was EUR 1,708m in 2018,
down 13% in local currencies from last
year.

Overall cost has decreased by 10%
compared to 2017 as a consequence of
strong cost initiatives, leading to operat-
ing profit of EUR 945m in 2018. Contin-
ued focus on capital efficiency has
resulted in a ROCAR of 30%.

Private Banking

Total income was EUR 283m in 2018; a
5% decrease compared 2017. The
decrease in income was caused by the
increase of client thresholds across
countries, reduced trading activities and
declining margins, while underlying
business growth remained satisfactory.
The cost decrease by 7% as a result of
our cost initiatives and divestments.
Operating profit was EUR 66m, on par
with 2017.

Asset Management

Total income was EUR 915m in 2018, a
7% decrease compared to 2017. The

Key figures
@ 2018 @ 2017

a5

C/l, % ROCAR, % REA, EURbNn

decreased income level was mainly
driven by market depreciation. Com-
pared to 2017, total expenses are up 6%.
The C/I ratio has increased by
4%-points to 32%. Operating profit was
EUR 619m, down 12% from 2017.

Life & Pensions

Total income was EUR 468m in 2018, a
25% decrease compared to 2017. Total
expenses were EUR 151m, down 27%
from 2017. The C/I ratio improved by 1%
to 32%. Operating profit was EUR 317m,
down 23% from 2017. Continued focus
on capital efficiency has resulted in a
Return on Equity of 18% in 2018, well on
track to the 20% target by 2020.

Asset & Wealth Management other

The area consists of Asset & Wealth
Management service operations which
are not directly connected to any of the
business units. It includes additional
liquidity premium for long-term lending
and deposits and net interest income
related thereto.

Annual Report 2018
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Strategic focus areas and value drivers

Our strategy is to form strong client relationships, based on
superior quality of advice and solutions, delivered efficiently
through an integrated value chain. We aim to take advantage
of digitalisation and operational streamlining to enhance effi-
ciency across the organisation.

Asset & Wealth Management prioritises strategic investments

in:

¢ Further building on leading digital offerings to enhance
value propositions and improve advisor efficiency.

¢ New product offerings to meet client demands within sus-
tainable savings. Product capabilities include leveraging
our strong multi-asset investment process and expanding
alternative investments capabilities.

¢ Building a strong and resilient operational platform meet-
ing current regulations and adaptable to future regulatory
demands.

Strategic focus areas for executing the transformation

¢ Establishing the leading sustainable pensions offering, tar-
geting growth in occupational pensions, by developing
new advisory and product capabilities as well as
partnerships.

¢ Building Asset Management distribution footprint in select
new market(s).

¢ Accelerating growth in (ultra) high net worth segment.

2019 Priorities

In 2019, Asset & Wealth Management has set out clear priori-
ties to increase our presence in Norway and Sweden particu-
larly in Private Banking and Life & Pensions. Asset Manage-
ment is launching new products with a focus on building our
presence in ESG, while exploring new partnerships to further
strengthen international distribution channels. We are con-
tinuing our digital transformation and releasing new services
such as sustainable pension advice through our robo advisor
NORA and a new mobile savings offering across the Nordics.
knowledge sharing to provide a superior savings and invest-
ment offering.

Our strategy is to form strong
client relationships, based on
superior quality of advice and
solutions, delivered efficiently
through an integrated value
chain. We aim to take advantage
of digitalisation and operational
streamlining to enhance efficiency
across the organisation. For
2019 we will continue on our
cultural, digital and business
transformation, strengthening
our customer value.

Value proposition

design and segmentation
Right services to right
customers

Optimisation of
operations

Creation of global
competence centre

Capturing value in Asset & Wealth Management

« More focused service provision to private banking
customers

« Increased thresholds for different service levels

* Ensure strong Nordic alignment and scale in service
offerings

« New (digital) product offerings to meet shifting client
demands

* Leading sustainable pensions offering

« Increased cost efficiency and improved quality

 Client on-boarding, reporting and routine services
centralised

* Accelerate implementation of robot process automation
and cognitive robotics

¢ Productivity gains from rolling out Agile@scale

Asset & Wealth Management
continues to focus on prudent
resource management and
prioritisation by balancing new

« Track record of Nordic and international growth
¢ Accelerating digital savings capabilities
¢ Well positioned to capitalize on trends in customer

Building Asset Management distribution in selected

Focusing on higher margin business through develop-
ment of discretionary and multi-asset solutions

Leveraging advisory and solutions capabilities
Expect moderate impact from regulatory challenges

Scalable, cost-efficient platforms
Ongoing operational streamlining and efficiency focus
Robotic capabilities to improve efficiency

Next-generation product offerings fuel growth

investments with efficiency gains Income oferences
and allocating resources to where B
most valug is created. Enhanged . S
collaboration across Nordea is key
to these objectives, facilitating
increased knowledge sharing to °
provide a superior savings and X
investment offering. Margins .
and digitalisation
Cost o
Capital

Annual Report 2018
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Introduction

Christopher Rees
Group CFO.

Group Finance & Trea-
sury (GF&T) in Nordea is
responsible for Group-wide
asset and liability manage-
ment, treasury operations,
financial reporting and
controlling, procurement
services as well as resource
allocation and performance
management. GF&T spans
over four main areas;
Finance, Group Treasury
& ALM, Investor Relations,
and Group Procurement.
Finance is responsible
for financial performance
management and for pro-
viding high-quality and effi-
cient financial reporting
and planning across the
Group, including financial

control and analysis, to
meet business needs and
regulatory requirements.

Group Treasury & ALM is
responsible for prudent
management and optimisa-
tion of Nordea's capital,
liquidity, funding and mar-
ket risks in the banking
book within the defined risk
appetite and limits, while
ensuring compliance with
regulation and to enable
the Business Areas to serve
our customers.

Investor Relations
ensures a fair reflection of
the bank’s fundamental
business drivers and finan-
cial performance, by pro-
viding transparent and rele-

vant communication to the
investor community, as well
as channelling feedback
from investors back to
Nordea.

Group Procurement is
responsible for optimising
costs by providing procure-
ment advisory and services
with focus on all non-IT
related expenses and
contracts.

Business development

Group Finance & Treasury continued its
transformation during 2018 by further
integrating finance and treasury capa-
bilities within Nordea. This enables opti-
misation of finance processes and value
chains to improve efficiency and lower-
ing operational risk.

Treasury & ALM has delivered on its
core responsibilities, to manage
Nordea’s balance sheet and balance
sheet risks risks through prudent and
efficient management of capital, liquidi-
ty and funding. During 2018, one priority
delivery has been to prepare and com-
plete the re-domiciliation to Finland and
to ensure a well-capitalised Group with
a strong liquidity position during the
transition into the Banking Union.

Nordea’s structural liquidity risk is
considered conservative, well balanced
and appropriately adapted to the cur-
rent economic and regulatory environ-
ment. The short-term liquidity risk is
measured using several metrics includ-
ing the Liquidity Coverage Ratio (LCR).
The LCR for the Nordea Group was
185% at year end, and the LCR in EUR
and USD was 257% and 214% at year
end, respectively’. The liquidity buffer,
which comprises highly liquid assets,
amounted to EUR 104bn at year end.

1) Liquidity Coverage Ratio definition as
per the EBA Delgated Act.
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Nordea issued approx. EUR 22.6bn in
bonds across 11 benchmarks and pri-
vate placements, across seven curren-
cies and five products during 2018. Also,
a new asset class of Senior Non-Pre-
ferred Notes was introduced.

Nordea was awarded the “Financial
Issuer of the Year” by “International
Financing Review" together with six
other awards in 2018 for its issuance
activities.

Notable public benchmark transac-
tions during the year included:
¢ A multiple award-winning EUR 2bn

dual tranche (5-year and 15-year

tenor) fixed rate covered bond issued
by Nordea Mortgage Bank

¢ Aninaugural EUR 1bn 5-year senior
non-preferred bond issued by Nordea

Bank AB
¢ ATier2 USD 500m 15y bond with a

call opportunity after 10 years, issued

by Nordea bank, the first ever call-
able 144A/RegS format from the Nor-
dic region.

Through the management of the
Group’s balance sheet risks within the
defined risk appetite and limits, Trea-
sury & ALM has generated an annual
profit in line with expectations and tar-

gets and despite a more challenging
financial market environment with
wider credit spreads and flatter yield
curves. The main part of the profits has
been redistributed to the business
areas.

Results

The main reported income in Group
Finance & Treasury originates from
Treasury & ALM, after distribution to
Business Areas.

Total operating income was EUR
112m for the full year 2018, down from
EUR 165m in the previous year. Net
interest income amounted to EUR 60m
which is a decrease from EUR 85m
compared to previous year. The net
result from items at fair value decreased
to EUR 62m compared to EUR 89m in
2017. Operating profit in 2018 was EUR
101m (EUR 176m in 2017).

Total operating expenses ended at
EUR 162m in 2018 which is a slight
decrease from EUR 163m in the previ-
ous year. The transformation costs were
EUR 5m in 2018.
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Strategic focus areas and value drivers

During 2019 the transformation of GF&T towards a more inte-
grated finance organisation will continue. The aim is to fur-

ther optimize, simplify and enhance the finance processes by,

for example, utilising integrated system infrastructure and .
data and leveraging one operating model.

GF&T Key priorities during 2019 to support an increased busi-

Strong SSM & investor relationship — further improve rela-
tionships with SSM and investors based on trust in our
ability to deliver on our commitments

Efficient delivery model — create a delivery model based on
a cost-efficient workforce and securing adequate data
quality in a simplified solution environment

ness momentum and drive structural cost efficiency: For GF&T, our people are our most important asset. To sup-
¢ Proactive business partnering — provide business with data  port our key priorities, we will therefore also in 2019 focus on
driven decision support, secure an efficient balance sheet sustainability and the development of our people.

and competitive funds transfer pricing

Executing our transformation: Strategic focus areas

The role of Group Finance
& Treasury is being
reshaped with a stronger
focus on the interlinkages
with the Business Areas to
strengthen the financial
resource and performance

One Finance

management across the Financial steering
Group's income, cost
and capital.
Risk management
Supervision and

regulatory environment

Capturing value in Group Finance & Treasury

Consolidating financial planning and controlling
capabilities across the Group and business areas
creating common finance processes to enable
greater efficiency.

Increased focus on group wide performance
management across income, cost & capital
including an updated financial planning process.

Transparent, prudent and profitable management
of Nordea’s liquidity and banking book risks
ensuring Nordea can offer competitive pricing

Securing the Group will adhere to new
requirements and priority areas on supervision
e.g. capital and risk management policies.

Group Finance & Treasury
is responsible for securing
prudent income generation

* Support income and business momentum
through competitive funding relative to peers,

through efficient palance _sheet Income ensuring Nordea can offer competitive pricing in
management while ensuring product offerings

efficient cost management.

* Ensure prudent and competitive cost

Cost management across all areas by streamlining Improved
activities and tasks to increase efficiency in the ROE
operating model

3 « Efficient management and allocation of capital
Capltal/ and liquidity, enabling optimal decision making
Liquidity and competitive product offerings in the

business areas
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Introduction

Group Corporate Centre
(GCC) consist of the COO
organisation including
Group Technology, Group
Data Management, Glob-

al Services, Group Digi-

tal, Group Security Office,
Group Financial Crime Pre-
vention and Global Business

realise synergies.

Risk Implementation & Sup-
port (BRIS).

Torsten Hagen Jorgensen
Deputy CEO, Group COO and
Head of GCC

Business development

During 2018, GCC has continued to
assume strong sponsorship for the
Group's IT development portfolio by
pushing for effective execution, the
right prioritisation, transparency and to
ensure business momentum across the
Group. Through Nordea Ventures, fin-
tech companies have signed agree-
ments with Nordea. These collabora-
tions across all business areas are in
accordance with the strategic objectives
and in alignment with the Group's
priorities.

The Core Banking Programme (CBP)
remains the highest priority in the
Group's IT development portfolio, with
continued focus to implement the new
banking platform across all countries by
the end of 2020. Year 2018 was a turn-
ing point for the programme, with
implementations in two countries, cov-
ering four products across savings,
deposits and loans, migration of over
750,000 customer savings accounts,
activation of over 2,600 end users and
successful migration of over EUR 30bn
in collateral to the new platform. The
platform is already supporting a volume
of over 1,2 millions transactions per
month.

To strengthen the value chain set up
and delivery speed, the Group COO
organisation has re-organised during
2018 to a simplified and delayered
structure better supporting complex
and high-demanding customers and
product suites. Group wide processes
has been gradually established, creat-
ing synergies and economies of scale
through common ways of working ben-
efitting the whole bank.

Several capabilities have been gath-
ered and strengthened to drive optimis-
ation and competitiveness across the
Group. One of the key objectives has

been to develop and enforce harmon-
ised ways of working, including high
focus on building Robotic Process Auto-
mation (RPA) capabilities and automat-
ing processes across the Group. As of
today, more than 500 robots are up and
running to gain continuous efficiency
improvements.

The change in workforce composi-
tion between Nordic and nearshore
locations has been one of the key priori-
ties for 2018. Focus has been on retriev-
ing the right competences outside the
Nordics, where the labour market is
more accessible. Several activities have
resulted in a significant change in the
workforce composition and has shown
a decreased average cost per FTE.

Furthermore, to improve resilience,
scalability, and cost efficiency, the usage
of cloud computing has increased.
Through advancing in cloud compliance
and making Software as a Service
(SaaS), unnecessary complexity, low
agility and potential compliance
breaches have been reduced.

Significant investments to improve
resilience and continue the transforma-
tion towards ONE efficient operating
model for the Group have continued
during 2018. Centralised functions were
established to support and manage the
Group's IT development portfolio, sup-
porting Nordeas strategic priorities. This
enables effective execution of Nordea's
transformation journey through com-
monality and transparency across COO
areas supporting executive decision
making.

Group wide architecture services has
been established as a unified architec-
ture capability to support delivering
customer-centric products and services.
This ensures optimal use of technology,
and that the values of data strategy,

The Group COO organi-
sation is responsible for
ensuring one operating
model in Nordea by har-
monising processes and
services in accordance with
the Group's priorities to
leverage commonalities and

security, risk and compliance and other
functions where realised, and allows for
faster and better decision making.

The prevention of financial crime
continues to be a key focus, continuing
to build up the capability by working
with customers and authorities. This not
only ensured understanding of custom-
ers behaviours, monitoring for suspi-
cious activity and screening for sanc-
tions exposure, but also supported the
Group to handle even more complex
financial crime activity that all banks
are exposed to.

In the Know Your Customer (KYC)
area, significant improvements have
been made. Example of such is the new
smart Know-Your-Customer Profile
solution, which has reached over 1.4
million Personal Banking customers in
2018, enabling customers to complete a
Due Diligence within a couple of min-
utes 24/7. Furthermore, a new and com-
mon Global Customer Risk Scoring
Model has also been implemented in
the Nordics, aligning the risk scoring for
customers for all the business areas,
and improving quality and efficiency of
the due diligence processes.

Risk and Compliance Management
remains a top priority to the Group as
the bank is being confronted with the
macro trends of cyber security,
increased regulations and digitalisation.
Nordea is responding to the changing
environment with increased compliance
and security measures along with effi-
cient controls not jeopardising agility
and speed which are key for supporting
customer satisfaction. By 1 January 2019
all common first line of defence risk
functions including Group Financial
Crime Prevention and Global BRIS were
moved to the division: Group Business
Risk Management.
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A strong focus on common and sim-
plifying deliveries throughout the Group
has resulted in several technology capa-
bilities developed during 2018 to secure
delivery of a better customer vision.
Close engagement with all business
areas has happened to broaden the use
of data as insights, test new technologi-
cal products and services digital con-
cepts with customers prior to their full-
scale launch.

Data is a very valuable and common
asset to protect and capitalise upon.
Deliveries during 2018 includes estab-
lishment and promotion of data gover-
nance, data quality, and architecture. In
addition, data initiatives solving data
driven compliance programmes, and
supporting the delivery of great cus-
tomer and employee experiences have
been ongoing. The acceleration of the
deployment of Artificial Intelligence use
cases has optimised ways of working
and enhance customer experience.

The technology strategy has focused
on consolidation, simplification and IT

management across the Group to pro-
vide consistency and to harness process
synergies and efficiencies. Furthermore,
infrastructure stability and IT operations
were provided to support a resilience
and efficient delivery of the product
offerings. Information security and data
leakage prevention initiatives have been
running to meet increasing regulatory
demands. From 1 January 2019, One
Technology has been established where
Banking Technology and Trading Tech-
nology have been transferred to GCC
and consolidated with Group Technolo-
gy to enable delivering higher value to
customers.

GCC has continued to ensure the dig-
ital transformation across the Group.
Various digital awareness sessions have
been developed and shared to all
employees like Digital Talks where
knowledge sharing session with rec-
ognised thought leaders speak on top-
ics like digitalisation, technological
developments and disruption and Digi-
tal pop-up sessions held to influence,
provoke and expose a digital mindset to

Strategic focus areas and value drivers

During 2019, GCC will continue to focus on executing on the
Groups strategic agenda and support the transformational
journey to support Increasing Business Momentum and Drive
Structural Cost Efficiency. Technology will continue to drive
value from an enhanced digital journey that promotes inno- o
vation and creativity while reducing duplication and waste,

continuing the consolidation effort.

processes.

the employees. Nordea positioned itself
as a thought leader through industry
wide digital engagements. Furthermore,
digital capabilities have been included
in the leadership development training
for 4000+ leaders across the Group.

During 2018 there has been extensive
work ongoing to embed a culture sup-
porting new ways of workin