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customers, employees Cost ratio of 55%
and shareholders.

Impairment ratio
in the best third section

10% post-tax return

on equity

Market leader

in North Jutland
AN UNCOMPLICATED BANK Market share:

28% on retail
The core of Spar Nord’s business model and strategy is the am- r 20% on business
bition to run an uncomplicated bank that focuses unequivocally e! .
on ordinary retail customers and small and medium-sized busi- v \

nesses in the local community. We are opting in to this strategic
course - and thus opting out of large customers, complex busi-
ness activities and development projects - because we want to
deploy the core competences inherent in our personal, actively
involved customer service and create a bank that delivers solid
and stable results.

Thus, Spar Nord’s ambition is to combine the physical and psycho-
logical proximity of a local bank with the economies of scale that
flow from being a large nationwide player. And with this in mind to
expand the Bank’s market share within the defined target groups.

Challenger outside
North Jutland

Market share:
3.6% on retail
3.6% on business
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THE SPAR NORD GROUP AT A GLANCE

CONSOLIDATED FINANCIAL STATEMENTS AND
THE PARENT COMPANY’S FINANCIAL STATEMENTS

SPAR NORD’S LOCAL BANKS

Spar Nord’s Local Banks constitute the larg-
est business unit in the Spar Nord Group. This
business area comprises 34 bank regions with
76 local banks; 1,091 employees serve about
361,000 retail and business customers. Spar
Nord’s Local Banks offer banking services,
such as loans and credits, credit and debit
cards, payment services products and a wide
range of savings products, non-life insurance,
life insurance and pension products. Finally,
via the SparXpres division Spar Nord offers
consumer financing, gift vouchers, etc.

THE TRADING, FINANCIAL MARKETS
DIVISION & THE INTERNATIONAL DIVISION

This business area is composed of Markets,
Asset Management, Shares, Interest & Forex
and the International Division. The business
area serves the Group’s own retail and busi-
ness customers as well as institutional cust-
omers and also supplies wholesale services
to small and medium-sized financial institu-
tions.

LEASING (DISCONTINUING ACTIVITIES)

The Spar Nord Group is active in leasing in
Denmark and Sweden, primarily via its sub-
sidiaries Spar Nord Leasing and SN Finans
Nord AB. The companies mainly finance ve-
hicles in the core areas transportation, farm-
ing and contracting. Since October 2011,
leasing has been classified as a discontinu-
ing activity, as the sustainable activities in
Denmark have been transferred to the Jyske
Bank Group, and the existing portfolio is being
phased out.
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B KEY PERFORMANCE FEATURES

- DKK 670 MILLION IN PRE-TAX PROFITS AND A 10.7% RETURN ON EQUITY DRIVEN BY RESPECTABLE GROWTH IN INCOME,
SHARP COST DISCIPLINE AND LOWER IMPAIRMENT LOSSES

3 The Group’s core income ended at DKK 2,784 million, up 15% on 2012.
3 Net interest income grew 14%, and net income from fees, charges and commissions increased 29%, driven by the wider
business volume resulting from the merger with Sparbank in November 2012 and a higher activity level in the asset and

pension area.

3 Market-value adjustments and dividends ended at DKK 201 million, 17% down on 2012 but substantially above
expectations at the beginning of the year.

. Total costs ended at DKK 1,646 million, equal to a 10% increase, which is less than expected after the merger with
Sparbank.
3 Accordingly, core earnings before impairment amounted to DKK 1,137 million, which is 22% up on 2012 and should

be viewed in relation to the announced forecast of DKK 1,000-1,100 million.

. Loan impairments dropped to DKK 409 million, thus ending at the forecast level of 0.95% of total loans, advances
and guarantees. Relative to 2012, the DKK 184 million reduction is highly satisfactory in light of the major ordinary
inspection of the Bank conducted by the Danish Financial Supervisory Authority in Q2 2013.

. Despite yet another year with impressive customer inflow and growth in market share, bank lending was still under
significant pressure in 2013, dropping over the year by DKK 1.1 billion. Bank deposits and deposits in pooled schemes
grew 4%.

3 Consolidation for the year and developments in business volume mean that both the capital and liquidity situations are

excellently cushioned with a Common Equity (Tier 1) ratio of 14.1%, a total solvency ratio of 19.4% and strategic liquidity
of DKK 17.3 billion.

. In light of the solid capital position, the Board of Directors recommends to the shareholders at the Annual General
Meeting that a dividend of DKK 1 be paid per share, equal to a dividend payout ratio of 23%.

3 For 2014, core earnings before impairment are expected to hover around the DKK 1.1 billion level, and the impairment
ratio is expected to be slightly lower than in 2013.
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KEY PERFORMANCE FEATURES

CORE INCOME
TOTAL COSTS
PROFIT/LOSS BEFORE TAX

239891,474 145 WS021,469 133 W2NIS81,460 345 R2ES21,501 290 W2H8A1,646 670

3,000

IMPAIRMENT (DKK MILLION)
IMPAIRMENT (%)

468 1.2 356 0.9 404 1.1 594 1.4 409 1.0

CUSTOMER BASE
STAFF NUMBER
265,000 269,000 277,000 353,000 363,000
1,423 1,360 1,355 1,633 1,495
375,000 1,500

250,000

125,000

TOTAL CREDITS ARRANGED:

LENDING - BANKING ACTIVITIES
LENDING - MORTGAGE CREDIT

65.8 69.9 72.5 92.4 93.4

RETURN ON EQUITY BEFORE TAX
RETURN ON EQUITY AFTER TAX

35 2.9 3.1 25 1.7, 6.1 55 4.2 10.7 8.6

COST INCOME RATIO

0.62 0.64 0.68 0.62 0.59
0.75
0.50
0.25
0.00
C.LR.

CORE CAPITAL (TIER 1) RATIO

SOLVENCY RATIO

SOLVENCY NEED RATIO

1056 14.0 8.8

DEPOSITS - BANKING ACTIVITIES

31.9 30.4 31.1 41.9 41.8
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B 7013 - ABIG STEP IN THE RIGHT DIRECTION

After two highly eventful years, 2013 saw greater continuity and
slow, but steady progress. Moreover, the value of the strategic deci-
sions made in previous years truly began to show.

Businesswise, our strategic decisions to sharpen customer focus
and keep a sharp eye on credit granting led to sustained customer
inflow and growth in our local banks” market shares nationwide - a
growth we have maintained for several years without compromising
on the credit quality we require of our customers.

MERGER SECURES GROWTH IN A DIFFICULT MARKET

Despite an impressive growth in both the retail and business cus-
tomer base, 2013 proved to be yet another year with a low activity
level in the national economy, with private households and busi-
nesses continuing to save rather than spend, thus making it ex-
tremely hard to generate organic growth in lending and a rise in net
interest income.

These are the precise conditions under which mergers and acquisi-
tions become an interesting strategy to consider in terms of secu-
ring continued growth - provided, of course, that the right strategic
and business match can be found. Feeling certain that Sparbank of-
fered just this match, we merged in autumn 2012, and our growth in
2013 has confirmed our belief.

Actually, the merger and the ensuing business volume growth are
the prime reasons why we can report a 15% growth in core income
at end-2013, not to mention an improved cost ratio and a boost in
earnings per share.

DOWNWARD TREND IN LOAN IMPAIRMENT LOSSES

Another important reason for our higher profits is the fact that our
loan impairment losses are moving in the right direction. This shift
is possible because business trends are showing incipient signs of
improvement - and particularly because we have a good grip on
credit quality thanks to our own initiatives.

Thus, the financial crisis that has been wreaking havoc for the past
five years, coupled with the general economic recession, has shown
that the policies and procedures we employed before the crisis were
a token of due care on our part. More specifically, our unclouded
focus on everyday retail and business customers in the local areas
where we do business, our cautious approach to the rather specu-
lative segments of the property market and our relatively restric-
tive maximum limits regarding the exposure we want on our books
have all helped us emerge from these turbulent years relatively un-
scathed in terms of losses compared with our competitors.

POSITIVE REPORT FROM THE DANISH FINANCIAL SUPERVISORY
AUTHORITY

With respect to our relatively low impairment losses during the en-
tire crisis, throughout 2012 and early 2013, analysts, investors and
the press began paying regard to the fact that among the largest
banks in Denmark, Spar Nord had gone without an inspection from
the Danish Financial Supervisory Authority for the longest period
of time.

For this very reason, we were highly gratified to be selected by the
Danish Financial Supervisory Authority for an inspection in the se-
cond quarter of the year. We were equally gratified in late summer
to receive a report from the Authority stating that after a thorough
inspection of the Bank’s loans and advances it found our level of
impairment losses sufficient and had no comments on our solvency
need ratio. Indeed, the market responded highly positively, as wit-
nessed by analysts” highly favourable comments, an increased trad-
ing volume and a significant share price upside for the rest of the
year.

AN UNCOMPLICATED BANK

In-house, 2013 efforts were focused on the work of formulating and
implementing a new strategy plan. The plan, which covers the pe-
riod 2014-15, has been dubbed AN UNCOMPLICATED BANK, and,
as the name suggests, we will put greater focus on a number of our
existing strongpoints. To this end, we will carry on being a no-frills
bank for ordinary retail and business customers - and, as such, a
bank that has bypassed the most advanced customer segments and
product types. Not least, we will continue being a bank that main-
tains a sharp focus on personal and attentive advisory services.

On the financial side, our new plan contains targets for a return on
equity of 10% after tax and a cost/income ratio of 0.55. We will meet
these targets by proceeding on the recent years’ course plotted for
customers, by maintaining the recent years’ focus on cutting costs,
shaving impairment losses and, finally, by making determined ef-
forts to reinforce the capital structure.
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STRONG CAPITAL POSITION GIVES SCOPE FOR DIVIDEND PAYMENTS
The positive trend in our profits coupled with the absence of growth
in lending has solidified our capital position during 2013. Thus, at
the end of the year we had a Common Equity (Tier 1) ratio of 14.1%,
a solvency ratio of 19.4% and a solvency need ratio of 10.0%, corre-
sponding to an excess capital coverage of DKK 4.0 billion.

&

Our solid capital position, which grew still stronger when we issued
new Tier 2 capital for an amount of DKK 700 million in December,
gives Spar Nord excellent financial padding for repaying our gov-
ernment-provided hybrid capital in May 2014, and paves the way for
us to distribute dividends to shareholders one year earlier than an-
ticipated.

According to the new dividend policy launched when we announced
our Q3 financial statements, our goal as from the 2014 financial year
is to distribute 33% of our net profits if our capital targets are met.
To this should be added, however, that we are prepared to distribute
higher dividends or launch a share repurchase programme if we are
unable to find value-creating investment options.

In light of our strong capital position at end-2013, we recommend to
the Annual General Meeting that a dividend of DKK 1 per share be
distributed to shareholders.

OUTLOOK FOR 2014
Looking at the business and profit growth in the year al ready
well under way, we expect to see a natural continuation of the
the growth experienced in 2013. The repayment of our govern-
mentprovided hybrid capital in May and the partial refinan-
cing deploying our new Tier 2 capital will mean that interest
expenses decline. We expect impairment losses to conti-
nue to slowly edge in the right direction.

Everything has its limit, however, because we are still waiting

for the national economy to grow. Consequently, 2014 bodes

to be another year requiring hard work to create growth in
business volume, where there will be continued focus on the
cost side, and where the sustained low interest level puts our
earnings under pressure.

All things considered, we expect external circumstances, coupled

with those more within our control, to translate into core earn
ings before impairment that hover around the DKK 1.1 billion
level - and impairment losses that are expected to be somewhat
lower than in 2013. In other words, if events unfold as we expect,
2014 will become another respectable year for Spar Nord.

Sincerely yours,

c,..-'-""_'_ Efﬁ -
Torben Fristrup
Chairman of the Board of Directors

Lasse Nyby
Chief Executive Officer
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I PERFORMANCE INDICATORS AND FINANCIAL RATIOS FOR THE GROUP

CORE EARNINGS - YEAR

PERFORMANCE INDICATORS

INCOME STATEMENT Change

DKK m 2012 in % 2011 2010 2009
Net interest income *) 1,751.5 1,542.4 13.6 1,471.7 1,438.3 1,611.5
Net income from fees, charges and commissions 719.4 557.0 29.2 476.8 498.5 410.1
Market-value adjustments and dividends 201.4 241.9 -16.7 130.3 270.2 300.2
Other operating income 45.0 35.5 26.8 40.3 34.1 30.8
Profit/loss on equity investments in associates and group enterprises 66.4 54.8 21.2 39.0 61.0 35.9
Core income 2,783.7 2,431.6 14.5 2,158.1 2,302.1 2,388.5
Salaries 1,006.3 905.8 1.1 882.5 875.5 845.1
Operating expenses 572.8 525.9 8.9 504.2 529.4 559.8
Depreciation, amortiz. and impairment 67.3 68.8 -2.2 73.3 63.7 68.9
Costs 1,646.4 1,500.5 9.7 1,460.0 1,468.6 1,473.8
Core earnings before impairment 1,137.3 931.1 221 698.1 833.5 914.7
Impairment of loans, advances and receivables, etc. *) 409.2 593.6 -31.1 404 .4 356.3 467.6
Core earnings 728.1 337.5 115.7 293.7 4717.2 447.1
Earnings from investment portfolios 43.6 40.9 6.6 3.0 -22.2 171
Profit/loss on ordinary operations 771.7 378.4 103.9 296.7 455.0 464.2
Contributions to sector-wide solutions -120.2 -58.4 105.8 6.0 -324.2 -291.2
Special merger-related items -46.1 -66.6 -30.9 0.0 0.0 0.0
Profit/loss on continuing activities before tax 605.4 253.4 138.9 302.7 130.8 173.0
The Group’s leasing activities (discontinuing activities) 64.1 36.7 74.7 42.2 2.2 -28.3
Profit/loss before tax 669.5 290.1 130.8 344.9 133.0 144.7
Tax on continuing activities 136.4 55.9 144.0 52.9 271 33.9
Tax on discontinuing activities -3.0 10.4 -128.8 17.2 0.9 -6.7
Profit/loss 536.1 223.8 139.5 274.8 105.0 117.5

BALANCE SHEET DISCLOSURES

DKK m
Total assets 74,605 79,146 -5.7 70,081 67,636 64,529
Loans and advances 37,648 39,058 -3.6 38,702 39,952 38,315
Lending, banking activities 33,772 34,916 -3.3 31,189 30,754 30,791
Lending, reverse transactions 1,786 116 - 393 1,517 0
Lending, lesing activities 2,090 4,026 -48.1 7,120 7,681 7,524
Deposits 50,883 48,923 4.0 37,415 36,882 35,998
Deposits, banking activities 41,831 41,922 -0.2 31,088 30,391 31,931
Deposits, repo transactions 0 0 - 0 813 0
Deposits in pooled schemes 9,052 7,001 29.3 6,327 5,678 4,067
Subordinated debt 3,002 2,562 17.2 2,317 2,477 2,681
Shareholders’ equity 6,533 5,975 9.3 4,627 4,374 4,143
Contingent liabilities 5,380 5,767 -6.7 3,838 5,137 6,235
Risk-weighted items 42,697 46,307 -7.8 42,188 43,406 41,692
Core capital (Tier 1), incl. hybrid core capital, after deductions 7,437 6,973 6.7 5,622 5,717 5,502
Impairment account and discount on commitments taken over **) 2,117 2,742 -22.8 1,143 1,027 1,100
Contractual non-performing loans 672 1,186 -43.3 162 151 154
Business volume, continuing activities 180,297 175,320 2.8 137,087 137,080 128,605

*]  In the core earnings format, an amount was reclassified between the items Net interest income, Other operating income and Impairment of loans, advances and receivables, etc., which relates
to the share of the discount, recognized as income, on commitments taken over from Sparbank; see note 3.

**) Spar Nord'’s impairment account amounts to DKK 1,606 million (2012: DKK 1,330 million] (note 56] and the discount on commitments taken over from Sparbank amounts to DKK 511 million
(2012: DKK 1,412 million).

The breakdown of earnings from investment portfolios, contributions to sector-wide solutions and special merger-related items, which have been recognized separately, appears from note 3.

Due to the phase-out of the Group's leasing activities, the individual items in the income statements for 2009 and 2010 have been reclassified, as the share of the individual items in the consolidated in-
come statement relating to the Group's leasing activities has been reclassified to the account line, "Profit/loss on discontinuing activities”, termed "The Group’s leasing activities [discontinuing activities)".
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PERFORMANCE INDICATORS AND FINANCIAL RATIOS FOR THE GROUP

CORE EARNINGS - YEAR

FINANCIAL RATIOS

2012 2011 2010 2009
SOLVENCY
Solvency ratio (%) 19.4 15.5 14.0 13.4 14.2
Core capital (Tier 1) ratio, incl. hybrid capital, (%) 17.4 15.1 13.3 13.2 13.2
Common Equity (Tier 1) ratio, (%) 141 121 10.4 9.5 9.3
EARNINGS
Return on equity before tax % 10.7 5.5 7.7 3.1 3.5
Return on equity after tax % 8.6 4.2 6.1 25 29
Cost share of core income, continuing activities DKK 0.59 0.62 0.68 0.64 0.62
Cost share of core income, incl. impairment of loans and advances, etc. DKK 0.74 0.86 0.86 0.79 0.81
MARKET RISK
Interest-rate risk % -0.3 -1.1 -0.5 0.1 -0.3
Foreign-exchange position % 3.7 1.4 6.9 2.9 2.9
Foreign-exchange risk % 0.0 0.0 0.1 0.1 0.0
CREDIT RISK
Loans and advances plus impairment account and discount hereon rel. to deposits % 78.1 85.4 106.5 111 109.1
Loans and advances rel. to shareholders’ equity 5.8 6.5 8.4 9.1 9.2
Increase in loans and advances for the year % -7.9 1.7 -3.1 4.3 -15.6
Excess coverage rel. to statutory cash ratio requirement % 230.7 211.5 163.9 109.1 157.0
Large exposures as % of capital base *) % 26.2 16.5 0.0 0.0 10.9
Impairment ratio, continuing activities 1.0 1.4 1.1 0.9 1.2
EMPLOYEES AND BRANCHES
Number of employees (full-time, end of period) (continuing activities) 1,495 1,633 1,355 1,360 1,423
Number of employees (full-time, end of period) (discontinuing activities) 17 20 42 1M1 107
Number of branches 76 90 69 71 77
THE SPAR NORD BANK SHARE
DKK PER SHARE OF DKK 10
Share price, end of year 49 26 23 43 40
Net asset value (NAV) 52 48 58 54 53
Profit/loss for the year 4,3 1,9 3,4 1,3 1,5
Dividend DKK 1 0 0 0 0
Return % 88 13 -47 8 33
Price/earnings 1" 14 7 33 27

*| The financial ratio “Large exposures as % of capital base” for 2009 is not fully comparable with the following years’ ratios, as, based on the rules existing at that time, no adjustment was made

for exposures to credit institutions below DKK 1 billion after deductions.

Share-based financial ratios have been multiplied by an adjustment factor due to the capital increase in 2012.

The Danish Financial Supervisory Authority’s layout and ratio system appear from note 62.

Ratio definitions appear from note 63.
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PERFORMANCE INDICATORS AND FINANCIAL RATIOS FOR THE GROUP

CORE EARNINGS - QUARTERLY

PERFORMANCE INDICATORS

INCOMEISTATEHEN] 2013 2013 2013 2012
DKK m Q3 Q2 Q1 Q4
Net interest income *) 432.0 436.3 432.4 450.8 4141
Net income from fees, charges and commissions 189.8 157.6 175.8 196.2 138.4
Market-value adjustments and dividends 58.2 22.2 bbb 76.6 48.4
Other operating income 12.8 8.3 15.8 8.1 11.0
Profit/loss on equity investments in associates and group enterprises 24.4 11.8 14.1 16.1 18.2
Core income 717.2 636.2 682.5 747.8 630.1
Salaries 271.7 211.0 264.0 253.6 269.6
Operating expenses 128.0 137.5 151.5 155.8 140.0
Depreciation, amortiz. and impairment 15.3 17.5 17.3 17.2 171
Costs 421.0 366.0 432.8 426.6 426.7
Core earnings before impairment 296.2 270.2 249.7 321.2 203.4
Impairment of loans, advances and receivables, etc. *) 103.9 102.0 94.7 108.6 155.8
Core earnings 192.3 168.2 155.0 212.6 47.6
Earnings from investment portfolios 2.3 1.0 13.5 16.8 15.8
Profit/loss on ordinary operations 194.6 179.2 168.5 229.4 63.4
Contributions to sector-wide solutions -37.1 -25.2 -26.7 -31.2 -14.4
Special merger-related items -3.5 -3.6 -23.1 -15.9 -57.7
Profit/loss on continuing activities before tax 154.0 150.4 118.7 182.3 -8.7
The Group’s leasing activities (discontinuing activities) 24.3 8.9 20.6 10.3 14.0
Profit/loss before tax 178.3 159.3 139.3 192.6 5.3
Tax on continuing activities 258 33.4 35.7 41.5 -4.6
Tax on discontinuing activities -0.2 2.3 -7.5 2.4 4.8
Profit/loss 152.7 123.6 111 148.7 5.1
BALANCE SHEET DISCLOSURES
DKK m
Total assets 74,605 75,080 75,842 78,492 79,146
Loans and advances 37,648 37,166 37,684 37,998 39,058
Lending, banking activities 33,772 34,134 34,193 34,442 34,916
Lending, reverse transactions 1,786 542 572 46 116
Lending, leasing activities 2,090 2,490 2,919 3,510 4,026
Deposits 50,883 50,463 50,359 50,147 48,923
Deposits, banking activities 41,831 41,998 42,426 42,700 41,922
Deposits, repo transactions 0 0 0 0 0
Deposits in pooled schemes 9,052 8,465 7,933 7,447 7,001
Subordinated debt 3,002 2,319 2,329 2,546 2,562
Shareholders’ equity 6,533 6,377 6,249 6,143 5,975
Contingent liabilities 5,380 5,435 5,693 5,485 5,767
Risk-weighted items 42,697 43,111 43,928 45,054 46,307
Core capital (Tier 1), incl. hybrid core capital, after deductions 7,437 7,400 7,269 7,167 6,973
Impairment account and discount on commitments taken over 2,117 2,155 2,430 2,766 2,742
Contractual non-performing loans 672 761 997 1,217 1,186
Business volume, continuing activities 180,297 179,443 177,494 177,579 175,320

*]  In the core earnings format, an amount was reclassified between the items Net interest income, Other operating income and Impairment of loans, advances and receivables, etc., which relates

to the share of the discount, recognized as income, on commitments taken over from Sparbank.

The breakdown of earnings from investment portfolios, contributions to sector-wide solutions and special merger-related items, which have been recognized separately, appears from note 3.
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PERFORMANCE INDICATORS AND FINANCIAL RATIOS FOR THE GROUP

CORE EARNINGS - QUARTERLY

FINANCIAL RATIOS

2013 2013 2013 2013 2012
Q4 Q3 Q2 Q1 Q4
SOLVENCY
Solvency ratio (%) 19.4 17.4 16.8 16.2 15.5
Core capital (Tier 1) ratio, incl. hybrid capital, (%) 17.4 17.2 16.5 15.9 15.1
Common Equity (Tier 1) ratio, (%) 141 14.0 13.4 12.8 12.1
EARNINGS
Return on equity before tax % 2.9 2.6 2.3 3.2 0.1
Return on equity after tax % 2.4 2.0 1.8 25 0.1
Cost share of core income, continuing activities DKK 0.59 0.58 0.63 0.57 0.68
Cost share of core income, incl. impairment of loans and advances, etc. DKK 0.73 0.74 0.77 0.72 0.92
MARKET RISK
Interest-rate risk % -0.3 0.1 -0.7 -0.2 -1.1
Foreign-exchange position % 3.7 3.4 5.6 2.3 1.4
Foreign-exchange risk % 0.0 0.0 0.1 0.0 0.0
CREDIT RISK
Loans and advances plus impairment account and discount hereon rel. to deposits % 78.1 77.9 79.7 81.3 85.4
Loans and advances rel. to shareholders’ equity 5.8 5.8 6.0 6.2 6.5
Increase in loans and advances for the period % -2.1 -1.3 -2.2 -25 13.6
Excess coverage rel. to statutory cash ratio requirement % 230.7 211.8 209.4 222.7 211.5
Large exposures as % of capital base % 26.2 16.8 14.3 15.7 16.5
Impairment ratio, continuing activities 0.2 0.2 0.2 0.3 0.4
EMPLOYEES AND BRANCHES
Number of employees (full-time, end of period) (continuing activities) 1,495 1,501 1,493 1,593 1,633
Number of employees (full-time, end of period) (discontinuing activities) 17 17 18 19 20
Number of branches 76 76 78 84 90
THE SPAR NORD BANK SHARE
DKK PER SHARE OF DKK 10
Share price, end of period 49 42 37 32 26
Net asset value (NAV) 52 51 50 49 48
Profit/loss for the period 1.2 1.0 0.9 1.2 0.0
Spar Nord n Annual Report 2013




I THE YEAR IN REVIEW - THE GROUP

INTRODUCTION

In 2013, the Spar Nord Group realized pre-tax pro-
fits of DKK 670 million, equal to a return on equity of
10.7% before tax.

The satisfactory profits, which are DKK 379 million
up on 2012, are attributable to a growth in income
spurred by the merger with Sparbank in November
2012, coupled with continued tight reins on costs, a
reduction in loan impairment losses and a positive re-
sult from discontinuing activities (leasing).

Core income grew 15% on 2012 after a strong hike in
netinterestincome and netincome from fees, charges
and commissions. Costs and expenses were up 10%,
which was less than anticipated after the merger with
Sparbank. Accordingly, the cost-to-income ratio end-
ed at a more satisfactory 0.59.

The income and cost trends mean that core earn-
ings before impairment rose 22% to DKK 1,137 mil-
lion. Loan impairment losses, etc. closed at DKK 409
million, equal to 0.95% of total loans, advances and
guarantees.

Overall, Management finds profits satisfactory, as
they reflect the announced forecasts for the full year.
For 2014, core earnings before impairment are ex-
pected to hover around the level of DKK 1.1 billion,
whereas impairment losses are expected to be some-
what lower.

INCOME

NET INTEREST INCOME

1,612 | 1,438 | 1,472 | 1,562 | 1,752

1,500

1,000

500

DKK m 2009 2010 2011 2012

In 2013, net interest income amounted to DKK 1,752 million, equal
to an advance of DKK 210 million, or 14%, compared with 2012. The
increase is attributable to a larger business volume after the merg-
er with Sparbank combined with the ongoing optimization of the
Group’s funding structure. On the downside, market interest rates
remained subdued with the resulting negative deposit margin and
sustained pressure on the lending margin.

NET INCOME - FEES, CHARGES AND COMMISSIONS

410 499 477 557 719

Net interest income ended at DKK 719 million, equal to an advance
of DKK 162 million, or 29%, compared with 2012. To some extent,
the growth in fees is attributable to the expanded business volume,
including mortgage credit loans arranged, as a result of the merger
with Sparbank.

Securities and asset management-related income experienced
highly positive growth, above all because many customers chose to
pursue a more active asset management strategy rather than leave
their funds idle in deposit accounts

MARKET-VALUE ADJUSTMENTS AND DIVIDENDS
300 270 130 2%2 201

300

200

100

Market-value adjustments and dividends ended at DKK 201 million,
which is DKK 41 million, or 17%, down on 2012, but significantly
higher than anticipated at the beginning of the year.

The sustained satisfactory market-value adjustments are attribut-
able to the gap between Danish mortgage bonds and interest swaps,
which has proved favourable for Spar Nord. Particularly during the
period from January to May, Spar Nord benefited from the strong
performance by Danish mortgage bonds in a market that remains
weakened by the debt-laden economies of southern Europe. As
from June and during Q3, market-value adjustments on bonds were
under pressure, but Q4 once more saw respectable positive adjust-
ments.

Market-value adjustments and dividends on the Bank’s portfolio of
shares in companies in the financial sector ended DKK 37 million up
on 2012, due to positive adjustments of DLR Kredit and Bankinvest,
among other factors.

Spar Nord
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OTHER INCOME

0
DKK m 2009 2010 2011 2012 2013

Other operating income

. Profit/loss on equity investments

Other operating income, which includes property management and
support services provided to other financial institutions, amounted
to DKK 45 million compared with DKK 35 million in 2012. The profit
on equity investments in associates, which primarily relates to Ngr-
resundby Bank and Valueinvest Asset Management, also reflected
growth, ending at DKK 66 million compared with DKK 55 million in
2012.

COSTS AND EXPENSES
The Group’s total costs and expenses amounted to DKK 1,646 million,
which is DKK 146 million up on 2012, but lower than expected after the
merger with Sparbank.

TOTAL COSTS

1,474 1,469 1,460 1,501 1,646

1,500

1,000

500

0
DKK m 2009 2010 2011 2012 2013

Payroll costs ended at DKK 1,006 million, which is DKK 101 million,
or 11%, up on 2012. The increase is due to the general payroll costs
taken overin connection with the merger. At end-2013 the Group had
163 more employees than before the merger.

Operating expenses ended at DKK 573 million, which is DKK 47
million, or 9%, up on 2012. Growth, which is slightly lower than ex-
pected, stems from an increase in IT and premises costs resulting
from the merger.

During the year, 14 branches were closed down or merged, five as a
result of the merger with Sparbank, seven in the North Jutland area
and two in the Salling area.

The core income and costs realized correspond to a cost/income ra-
tio of 0.59 (2012: 0.62). According to the Group’s strategy, this figure
needs to be reduced to around 0.55 in the coming years.

CORE EARNINGS BEFORE IMPAIRMENT

The Group’s core earnings before impairment amounted to DKK
1,137 million versus DKK 931 million in 2012.

The result should be viewed in relation to the expectations regard-
ing core earnings before impairment of DKK 1,000 -1,100 million
announced at the beginning of the year, a forecast that has since
been repeated.

IMPAIRMENT OF LOANS AND ADVANCES

The total impact on the income statement from loan impairment, etc.
amounted to DKK 409 million in 2013, equal to 0.95% of total loans,
advances and guarantees. Impairment losses recognized, which are
31% lower than in 2012, include reclassification between the items
Impairment and Discount recognized as income regarding commit-
ments taken over (see note 3).

The total net effect of impairment losses and discount recognized as

income regarding commitments taken over from Sparbank repre-
sented an expense of DKK 33 million.

IMPAIRMENT

468 356 404 594 409

DKK 333 million of the total profit impact of DKK 409 million is attrib-
utable to business customers, corresponding to an impairment ratio
of 1.25% for this customer category. Impairment losses of DKK 76
million were recognized on the Group’s lending to private households,
equal to an impairment ratio of 0.46%.

The development in impairment losses from 2012 to 2013 should be
viewed in light of the ordinary inspection of the Bank conducted by the
Danish Financial Supervisory Authority in Q2 2013. In the credit area,
the inspection included a scrutiny of about 500 exposures, including
the Bank's largest exposures in their entirety, all so-called ‘section 78’
exposures and a representative sample of other exposures.

Based on its inspection, the Danish Financial Supervisory Authority
considered the Bank’s recognized impairment losses sufficient, and
it did not have any comments on the calculated solvency need ratio
(the ICAAP result).

Spar Nord
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THE GROUP’S LOANS, ADVANCES AND
GUARANTEES *) - BY SECTOR

Impairm. account/

discount on

Bank lending exposures

Line of business and guarantees taken over
% 31.12.12 31.12.13 31.12.13
Agriculture, hunting and forestry 8.4 7.7 22.7
Fisheries 0.4 0.4 0.1
Industry and raw mat. extraction 3.5 3.4 2.7
Energy supply 4.2 4.2 0.3
Building and construction 3.4 3.5 5.8
Trade 8.0 7.8 4.2
Transport, hotels and restaurants 3.2 3.3 2.7
Information and communication 0.4 0.2 0.1
Financing and insurance 5.0 8.0 6.8
Real estate 13.0 11.6 22.4
Other business areas 6.5 6.9 8.3
Busil customers, total 56.0 57.0 76.1
Public authorities 4.0 4.9 0.0
Retail customers 40.0 38.1 23.9
Total 100.0 100.0 100.0

*) Excl. discontinuing activities

The Group’s total impairment balance (continuing activities) - incl.
discount on exposures assumed in connection with the merger with
Sparbank - amounted to DKK 1,966 million at the end of the year,
which is DKK 559 million lower than at end-2012. The primary rea-
son for the fall is that during the year gross exposures in the liquid-
ation portfolio taken over from Sparbank as a result of the merger
were recognized as losses.

The Group’s non-accrual loans (continuing activities) amount to DKK
602 million, and the cover ratio can thus be calculated at 3.3.

EARNINGS FROM INVESTMENT PORTFOLIOS

Gains and losses on the Bank’s investments in unlisted shares via
Erhvervsinvest Nord A/S and Erhvervsinvest K/S and on the liqui-
dation portfolio of securities that arose when the Group’s Treasury
function closed down in 2008 are recognized under earnings from
investment portfolios.

In 2013, earnings from investment portfolios amounted to DKK 44
million versus DKK 41 million in 2012. This highly satisfactory per-
formance is attributable to value adjustments connected with the
divestment of portfolio companies in both Erhvervsinvest K/S and
Erhvervsinvest Nord A/S.

CONTRIBUTIONS T0 SECTOR-WIDE SOLUTIONS

The item “Contributions to sector-wide solutions” comprises pri-
marily Spar Nord's payments and Spar Nord's share of Ngrresundby
Bank’s payments to the Danish Guarantee Fund for Depositors and
Investors.

In 2013, a total of DKK 120 million was expensed, which breaks down
into DKK 15 million relating to post-adjustments regarding Fjord-
bank Mors and Sparekassen Lolland, DKK 11 million to value ad-
justment of claims and DKK 94 million to payments to the statutory
Depositors’ Guarantee Fund.

RESULTS OF DISCONTINUING ACTIVITIES

In 2013, the Spar Nord Group recorded highly satisfactory pre-tax
results of DKK 64 million on its leasing activities. Please refer to the
section “Business areas” for a more detailed description.

PROFITS

Accordingly, the Group’s pre-tax profits amounted to DKK 670 mil-
lion compared with last year’s DKK 290 million. This profit perfor-
mance yields a 10.7% return on equity before tax and 8.6% after tax.
After DKK 133 million in estimated tax, profits amount to DKK 536
million. The tax amounts to 20% of the pre-tax profits for the year.
The future slicing of the corporate tax rate has reduced corporate
income tax by 2 percentage points.

In 2013 expenses for taxes and duties of DKK 283 million were in-
curred, of which DKK 149 million relates to payroll tax and partial
VAT deductibility.

042013

Q4 profits ended at DKK 178 million — which is DKK 19 million better
than the DKK 159 million recorded in Q3, and as much as DKK 173
million better than the DKK 5 million realized in Q4 last year.

Net interest income in Q4 ended at DKK 432 million, which is in line
with the previous quarter and DKK 18 million up on Q4 2012. The
increase relative to 2012 largely stems from the fact that the busi-
ness volume taken over from Sparbank in 2013 is included for a full
quarter. On the downside, there was a fall in bank lending of DKK 0.4
billion, and pressure on the lending margin continued.

Net income from fees, charges and commissions ended at DKK 190
million, which is as much as DKK 32 million higher than the previ-
ous quarter and DKK 51 million higher than in Q4 2012. The highly
satisfactory growth is attributable to growth in both the asset man-
agement and mortgage credit areas.

Market-value adjustment and dividends amounted to DKK 58 mil-
lion versus DKK 22 million in Q3, and DKK 48 million in Q4 2012. The
highly satisfactory close to the year is attributable to strong earn-
ings on Markets interest-related positions in the last few months
of the year.

Costs in Q4 ended at DKK 421 million, which is less than in Q4 2012
despite the merger effect. This is due primarily to the fact that, as
opposed to the same period of 2012, Q4 2013 was not negatively af-
fected by non-recurring costs relating to staff trimmings.

Shifts between wages & salaries and operating expenses in Q4 re-
late to VAT and payroll tax.

Loan impairment losses came to DKK 104 million - the same level
as in Q3 and DKK 52 million lower than in Q4 last year.

Spar Nord
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BUSINESS VOLUME

The Group’s total business volume (deposits, loans & advances,
guarantees and mortgage credits arranged plus custodianship ac-
counts) amounted to DKK 180.3 billion at end-2013 - 3% higher than
at end-2012.

Lending, banking activities, ended at DKK 33.8 billion despite a re-
spectable inflow of new retail and business customers - DKK 1.1
billion, or 3% lower than at end-2012. The sustained decline in
lending is a result of the continued moderate activity in the national
economy, including private households’ ‘degearing’ and companies’
lower investment level.

Lending, leasing activities, dropped by DKK 1.9 billion to DKK 2.1
billion during 2013, which is satisfactory when taking into consid-
eration the plan to phase out the activity.

Deposits, banking activities, ended at DKK 41.8 billion, and thus
in line with the result at end-2012. Deposits in pooled schemes
amounted to DKK 9.1 billion, DKK 2.1 billion up on end-2012. The
slowdown in the strong deposit growth experienced in recent years
should be viewed not least against the fact that many customers
have chosen to pursue a more active asset management strategy
rather than leave their funds idle in deposit accounts.

Since end-2012, mortgage-credit loans arranged have increased
by DKK 2.1 billion, or 4%. In total, mortgage credit loans arranged
amounted to DKK 59.6 billion at end-2013. The growth in mortgage
credit lending more than offsets the decline in bank lending, result-
ing in a combined 1% growth in total loans arranged by the Bank.

CAPITAL

Spar Nord’s objectives on the capital side are to have a Common
Equity (Tier 1) ratio of at least 12%, a solvency ratio of at least 15%
and a difference between the solvency ratio and the solvency need
ratio of at least 3 percentage points.

COMMON EQUITY (TIER 1) RATIO

9.3 9.5 10.4 12.1 14.1

Thus, the Group’s Common Equity (Tier 1) ratio stood at 14.1% at
end-2013 (end-2012: 12.1%), while the core capital ratio, incl. hybrid
core capital, was 17.4% (end-2012: 15.1%).

The solvency ratio has been calculated at 19.4% (end-2012: 15.5%),
which should be viewed in relation to Spar Nord having calculated
the solvency need ratio at 10.0%. Thus, the Bank has an excess capi-
tal coverage of 9.4 percentage points, equal to DKK 4.0 billion.

To prepare for the Bank’s redemption in May 2014 of hybrid core
capital, totalling DKK 1,265 million, injected by the Danish Govern-
ment, the Bank issued new Tier 2 capital for an amount of DKK 700
million in December.

Spar Nord’'s capital projections show that during the phase-in of
CRD IV over the next few years, the Bank will constantly be comfort-
ably above the strategic capital targets.

LiauipiTy

Spar Nord has defined strategic liquidity as the difference between
bank lending and long-term funding (bank deposits, senior loans,
issued bonds, subordinated loan capital and shareholders’ equity).
Subordinated loans, senior loans and issued bonds due within 12
months are not included in the Bank'’s strategic liquidity.

At end-Q3 2013, the strategic liquidity was calculated at DKK 17.3
billion.

STRATEGIC LIQUIDITY *)

DKK bn 2009 2010 2011 2012 2013
Deposits, banking activities 31.9 30.4 311 41.9 41.8
Senior loans/bond issues 10.4 9.3 10.2 9.6 3.4
Shareholders’ equity & subord. debt 6.8 6.9 6.9 8.5 9.5
Generation of cash 49.1 46.6 48.2 60.0 54.7
Lending, banking activities 30.8 30.7 31.2 34.9 33.8
Lending, leasing activities 7.5 7.7 7.1 4.0 2.1
Maturity, senior, issued bonds and

subord. debt < 1 year 3.4 2.3 6.0 6.3 1.5
Strategic liquidity 7.4 5.9 3.9 14.8 17.3

*) See note 58.

During the year, the Bank redeemed senior funding for a total
amount of DKK 6.1 billion. At the end of 2013, Spar Nord is thus in a
situation where it is independent of funding from the international
capital markets.

CUSTOMER DEVELOPMENTS

2013 proved another year with high customer inflow, Spar Nord's
having 