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This Risk Report has been prepared in ac-
cordance with the legal disclosure require-
ments in articles 431 to 455 of the Capital 
Requirements Regulation (CRR), and the Ex-
ecutive Order on Calculation of Risk Expo-
sures, Own Funds and Solvency Need.

The Risk Report gives a description of the 
various types of balance-sheet and off- 
balance-sheet risks to which Spar Nord is ex-
posed. The report also includes an account 
of Spar Nord’s risk and capital management 
methodologies and the composition of the 
capital base and the associated risks.

In addition, the Annual Report of Spar Nord 
discloses information about Spar Nord’s risks 
and risk management. Reporting pursuant 
to the disclosure requirements is an annual 
exercise conducted in connection with the 
presentation of the financial statements, 
while the individual solvency need ratio is 
published quarterly.

In Spar Nord’s opinion, the published infor-
mation will give market participants a true 
and fair view of Spar Nord’s risk profile. Should 
any events cause the published information 
to no longer be true and fair, Spar Nord will 
publish supplementary information so as to 
ensure that the market participants can form 
a true and fair view of Spar Nord’s risk profile.
Additional references regarding the disclo-
sure obligations appear from Appendix A.

The rules regarding the capital adequacy of 
credit institutions are laid down in European 
Parliament and Council Directive 2013/36/
EU (CRD) and Regulation no. 575/2013 (CRR), 
including the associated delegated regula-
tions and guidelines. The rules originate from 
the Basel III rules and set the rules for the 
disclosure of capital adequacy requirements 
and risk management.

Spar Nord’s disclosure of information pur-
suant to the regulatory framework relate to 
Spar Nord Bank A/S, CVR no. 13737584 (“the 
Bank”), which is fully consolidated in the 
Group (“Spar Nord”).

1. Preface

Preface
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Founded in Aalborg, Denmark, in 1824, Spar 
Nord has historically been rooted in North 
Jutland, and continues to be a market lead-
er in this region. In the period from 2002 to 
2010 Spar Nord established and acquired 
27 local banks (branches) outside North 
Jutland, and in 2012 the Bank merged with 
Sparbank, which had 23 branches. In tan-
dem with these developments, Spar Nord 
adjusted the branch network and now has 
a nationwide distributive network comprising 
58 branches.

Spar Nord offers all types of financial servic-
es, consultancy and products, focusing its 
business on retail customers and SMEs in the 
local areas in which the Bank is represented.
The Spar Nord Group consists of two earn-
ings units: Spar Nord’s Local Banks and Trad-
ing, Financial Markets & the International Di-
vision. The Group also has a number of staff 
and support divisions at its Aalborg head-
quarters.

2.1 VISION
Spar Nord’s vision is to be Denmark’s most 
personal bank.

We have this vision because Management 
believes that creating Denmark’s most per-
sonal bank will give employees motivation 
and a lodestar to follow wherever in the 
organization they work. Whether they are 
advisers or service staff at the local banks, 
staff members working in customer service 
functions, customer-targeted staff mem-
bers in the central specialized departments 
or those engaged in designing the Bank’s 
products and offerings, all will have the vision 
of creating “Denmark’s most personal bank” 
as a strong and tangible heading to take. 

This ambitious vision will also enable them 
to follow up developments – for instance, 
by querying customers and other relevant 
stakeholders.

2.2 STRATEGY PLAN
Spar Nord’s strategic pointers for the years 
from 2017 and onwards are stated in the 
strategy plan, “The personal bank in a  
digital world”. The strategy, approved by 
Spar Nord’s Board of Directors in Novem-
ber 2016, springs from the fact that new  
generations seem to attach less importance 
than previous generations to the local pres-
ence that small banks as well as Spar Nord 
have made a great virtue. At the same time 
we can see that digital solutions have come 
a long way in recent years.

Thus, the market seems to be polarizing, 
with some banks putting more emphasis on 
being local than on developing their digital 
offerings. Meanwhile, other banks are focus-
ing more efforts on digitalization than having 
a physical presence in their local regions. In 
this new competitive environment Spar Nord 
believes that the key to success lies in com-
bining the two extremes and utilizing dig-
italization and data to become even more 
personal in its approach.

This brings Spar Nord to the strategic ambi-
tion of being “The personal bank in a digital 
world”. The all-important and overarching 
implications of this ambition are that Spar 
Nord will maintain a relatively high number 
of branches and focus strongly on providing 
personal advice and service. Also, Spar Nord 
will invest in digital initiatives that will make 
the banking experience even more personal 
and use data as a means of getting to know 
our customers better.

2.3 CUSTOMERS
Spar Nord’s primary target groups are re-
tail customers and small and medium-sized 
businesses in the local areas where the Bank 
has a presence. In special cases we offer 
asset financing abroad (primarily in Germa-
ny). Leasing products are offered to business 
customers in addition to traditional bank fi-
nancing options.

As a unit, Trading, Financial Markets & the 
International Division serves customers from 
Spar Nord’s local banks as well as large re-
tail customers and institutional clients in the 
field of equities, bonds, interest & forex, asset 
management and international transac-
tions. 

Finally, under the umbrella concept SparX-
press the Bank offers consumer financing 
via retail stores, gift voucher solutions via 
shopping centres and shopping centre as-
sociations and direct loans via the website, 
sparxpres.dk.

For its retail customers, Spar Nord gives pri-
ority to full-service customers in the sense 
that it wants to be a banker for financially 
sound customers and their entire families, 
thus catering to all their banking needs. The 
Bank focuses its day-to-day operations 
on retaining existing full-service customers, 
turning existing non-regular customers into 
full-service customers and attracting new 
customers with good potential.

On the business customer side, Spar Nord 
focuses on sound businesses across business 
sectors. In other words, the structure of the 
local business community and the business 
focus of the local area largely determine 
the distribution of branches in the individual 
bank regions.

Spar Nord’s credit exposure at Group-level 
is characterized by a higher-than-average 
exposure to retail customers and good sec-
tor diversification in the business customer 
portfolio.

As its point of departure, Spar Nord wants to 
be the customers’ primary bank - the hub of 
their basic banking business. However, after 
a concrete assessment Spar Bank may ac-
cept that the customer also banks with an-
other one or two institutions, given that we 
know the extent of credit facilities granted by 
these institutions.

2.4 DISTRIBUTION
The 58 local banks throughout Denmark 
constitute the backbone of Spar Nord’s dis-
tribution network. Spar Nord gives very high 
priority to personalized advisory services in 
its physical branches, supplementing them 
with self-service solutions such as well-func-
tioning online banking and mobile platforms.

2. Business Model

Business Model
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Risk assumption is pivotal to banking, which makes heavy require-
ments on Spar Nord’s day-to-day management and monitoring of 
risks. The various risks that Spar Nord assumes and the initiatives  
taken to manage and monitor developments are reviewed in the  
following sections.

3.1 RISK STATEMENTS
Spar Nord’s Board of Directors approved Spar Nord’s 2016 Risk Report 
on 9 February 2017.

The Board of Directors finds that Spar Nord’s risk management com-
plies with applicable rules and standards, is appropriate and effective, 
and is in accordance with Spar Nord’s business model. In addition, in 
the opinion of the Board of Directors Spar Nord’s risk management 
systems are appropriate, given Spar Nord’s risk appetite and strategy, 
such that the going concern concept is thereby ensured.

We find that Spar Nord’s general risk profile in connection with busi-
ness strategy, business model and key performance indicators pro-
vides a fair representation of Spar Nord’s risk management, including 
of the adopted risk profile and risk appetite.

The Board of Directors’ assessment is based on the business model 
and strategy adopted by it, and materials and reports submitted to 
it by the Executive Board, the Internal Audit Department, Spar Nord’s 
Risk Review Officer and Compliance Officer.

The core of Spar Nord’s strategy, vision and fundamental values is 
that Spar Nord wants to be a strong and attractive bank for retail 
customers and small and medium-sized businesses in the local areas 
in which the Bank is represented. Spar Nord strives to run a profitable 
business based on a pricing of its products that reflects the risk and 
capital tie-up that Spar Nord assumes. Spar Nord wants to maintain 
suitable and robust own funds that support the business model at all 
times, based on an overall assessment of the business volume with 
customers and counterparties. 

The Board of Directors’ scrutiny of Spar Nord’s business model and 
policies shows that the general requirements in respect of the indi-
vidual risk areas are appropriately reflected in policies and specified 
limits, including in the Board of Directors’ guidelines to the Execu-
tive Board, and powers delegated to other organizational units. The 
specified limits are believed to be defined so that they are transpar-
ent and controllable.

In addition, the scrutiny shows that the actual risks are within the limits 
laid down in the individual policies and powers delegated, and in this 
light the Board of Directors finds that there is a correlation between 
business model, policies, guidelines and the actual risks within the  
individual areas.

More information and key performance indicators regarding Spar 
Nord’s risk profile can be found in this Risk Report and the risk sections 
of the Annual Report.

3.2 RISK PROFILE 
Using Spar Nord’s strategic objectives as its point of departure, the 
Board of Directors determines the Bank’s risk profile, which comprises 
the risk appetite within the Bank’s most important risk type areas that 
the Board of Directors is willing to accept while meeting the objec-
tives set forth in the strategy. 

The objective is to ensure cohesion between Spar Nord’s vision and 
strategy and also ensure that at all times Spar Nord’s risk profile is 
appropriate, having regard to the Bank’s capital and liquidity situ-
ation.

The Bank’s risk appetite is incorporated in the ordinary risk reporting, 
which ensures monitoring of compliance with the Bank’s risk profile. 

As a supplement to the Bank’s risk profile, specific risk policies have 
been put in place, defining the general guidelines for handling and 
managing the individual risks. These policies are reviewed and ap-
proved by the Board of Directors at least once a year.

3.3 DELEGATION OF RESPONSIBILITY 
Spar Nord has a two-tier management structure, with the Board 
of Directors having drafted written guidelines for the Executive 
Board, specifying clearly the areas of responsibility and scope of  
action for each management tier. The Board of Directors lays down  
general policies, while the Executive Board is responsible for the day-
to-day management of Spar Nord. Spar Nord’s management structure  
reflects statutory requirements for listed Danish companies and the 
provisions of the Danish Financial Business Act.

The Board of Directors is responsible for ensuring that Spar Nord has 
an appropriate organization and that risk policies and limits are es-
tablished for all important risk categories. In addition, all major credit 
facilities must be submitted to the Board of Directors for approval. The 
Board of Directors also makes decisions regarding general principles 
for handling and monitoring risks. Regular reporting to the Board of 
Directors is undertaken with a view to enabling the Board of Directors 
to check whether the overarching risk policies and the pre-defined 
limits are complied with.

The Executive Board is responsible for the day-to-day management 
of Spar Nord. To this end, the Executive Board passes on specific  
instructions for Spar Nord’s risks and its risk management procedures. 
The Executive Board reports regularly to the Board of Directors on 
Spar Nord’s risk exposure.

3. Risk Management
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3.4 COMMITTEES APPOINTED BY THE BOARD OF DIRECTORS 
The Board of Directors has appointed three committees, which are 
responsible within various areas for the preparatory work that will be 
used by the Board of Directors in making overall decisions. 

The objective of appointing committees is to strengthen the Board 
of Directors’ combined expertise and to ensure that the Board of  
Directors is independent of the day-to-day Management.

The committees have no independent decision-making powers, and 
consequently they can only make decisions that concern recommen-
dations to be submitted to the Board of Directors.

The Board of Directors has set up an Audit Committee tasked 
with monitoring and controlling accounting and auditing matters 
and undertaking the preparatory work concerning the Board of  
Directors’ processing of accounting and auditing issues. The Com-
mittee is composed of three Directors, one of whom is a member with 
special expertise in auditing and accounting matters, as required by 
statute, and who is also disinterested. In 2016, the Committee held 
five meetings.

In addition, the Board of Directors has set up a Nomination and  
Remuneration Committee with three Directors, of whom one has 
been elected by the employees in compliance with legislation. The 
Nomination and Remuneration Committee is charged with under- 
taking the preparatory work concerning the Board of Directors’ eval-
uation and nomination process and the processing of issues regard-
ing remuneration and risks in this connection. In 2016, the Committee 
held four meetings.

Finally, Spar Nord has also set up a Risk Committee composed of 
three members of the Board of Directors.  The Risk Committee plays 
an advisory role in determining Spar Nord’s risk appetite and assess-
ing the Bank’s risk profile on an ongoing basis. In addition, the Risk 
Committee plays an advisory role in connection with the review and 
assessment of the appropriateness and efficiency of Spar Nord’s poli-
cies, guidelines and risk systems. During 2016, the Risk Committee held 
four meetings.

3.5 INTERNAL AND EXTERNAL AUDIT
Spar Nord’s Internal Audit Department submits reports to both the 
Board of Directors and the Executive Board and answers to the Board 
of Directors. The Internal Audit Department bases its activities on 
the annual plan adopted by the Board of Directors. These activities  
include test examinations of business procedures and internal control 
systems in key areas subject to risk, including in connection with pre-
paring the financial statements. 

Spar Nord’s independent auditors are elected at the Annual General 
Meeting for one year at a time. The focus of the auditing team is 
subject to review by the Board of Directors once a year based on the 
recommendations of the Audit Committee.

3.6 THE EXECUTIVE BOARD’S COMMITTEES AND WORKING PARTIES
The Executive Board has appointed a number of committees and 
working parties that contribute to Spar Nord’s risk governance in spe-
cific areas, and which prepare cases and themes for processing by 
the Executive Board and Board of Directors.

The Credit Committee, which is composed of representatives of the 
Executive Board, Credit Rating and Corporate Banking, deals with 
credit facilities that exceed Credit Rating’s authorization limits or  
involve a matter of principle. The Committee meets three times 
a week. Frequently, matters that have been dealt with by the  
Credit Committee will be prepared for subsequent discussion among 
all members of the Board of Directors.

The Market Risk Committee is composed of representatives of the  
Executive Board, Finance & Accounts and Trading, Financial Markets 
& the International Division. The Committee meets every quarter and 

EXECUTIVE
BOARD

Spar Nord’s
Local Banks

Trad., Fin, Mark &
the Int. Division

Credit
Rating

Credit
Department

Audit
Committee

Nomination and
Remuneration Comm.

Solvency
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Risk Management
Function

Finance
& Accounts

Legal
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Credit
Quality Dept.
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Process Dept.

Market Risk
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Liquidty Risk
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Risk
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Controlling

Debt Collection
Department

Internal Audit
Department

Risk Committee

THE RISK MANAGEMENT ORGANIZATION

BOARD OF
DIRECTORS
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reviews developments in Spar Nord’s positions and risks as well as the 
liquidity situation and expectations regarding market developments 
and future plans. In addition, the Committee receives input from a 
more operationally slanted Capital Market Committee, for example 
regarding any issues that may require specific discussion in terms of 
principles. 

The Solvency Committee is composed of members of the Execu-
tive Board, Credit Rating and Finance & Accounts. The objective of 
the Committee is to formulate targets and principles for calculating  
adequate own funds and the individual solvency need. The Solvency 
Committee prepares a recommendation for the individual solvency 
need and passes it on to the Board of Directors for approval. 

The IT Security Committee is composed of a member of the Execu-
tive Board, the head of the IT department, the IT security officer and 
selected heads of business areas. The Committee is tasked with ad-
vising and dealing with any issues that may arise in relation to the IT 
security policy, IT security rules and procedures and the IT contingen-
cy plan. The IT Security Committee holds quarterly meetings.
 
3.7 RISK MANAGEMENT FUNCTION 
The Executive Board has set up a Risk Management Function, and 
a Risk Review Officer with specific responsibility for the Function has 
been appointed to head it. The Risk Management Function’s area 
of responsibility comprises Spar Nord’s risk-prone activities across 
various risk areas and organizational units and risks deriving from 
outsourced functions. The Function is responsible for appropriate risk 
management of Spar Nord’s operations, including providing an over-
view of its risks and the overall risk exposure. The Risk Review Officer 
is responsible to the Executive Board, submits reports to the Board of 
Directors and the Executive Board, and assists the Board of Direc-
tors’ Risk Committee in its work. The activities of the Risk Manage-
ment Function are rooted in the annual plan adopted by the Board 
of Directors. 

Dismissal of the Risk Review Officer is subject to the prior approval of 
the Board of Directors.

3.8 COMPLIANCE 
Spar Nord’s Compliance Function is charged with overseeing Spar 
Nord’s compliance with financial legislation, banking sector stand-
ards and Spar Nord’s internal guidelines in all areas. This Function, 
which answers to the Executive Board, submits reports to the Board of 
Directors and the Executive Board and is manned by staff members 
responsible for compliance and representatives of a cross-section of 
Spar Nord’s business areas who are engaged in decentralized com-
pliance tasks. The activities of the Compliance Function are rooted in 
the annual plan adopted by the Board of Directors.

Dismissal of the Compliance Officer is subject to the prior approval of 
the Board of Directors.

3.9 DAY-TO-DAY RISK MANAGEMENT 
Below follows a review of day-to-day management of Spar Nord’s 
credit risk, market risk, operational risk, liquidity risk and reporting.

3.9.1 CREDIT RISK 
Credit risk means the risk of loss that results from borrowers or other 
counterparties defaulting on their payment obligations, including the 
risks attaching to customers encountering financial difficulties, large 
exposures, concentration risks and risks attaching to granted, unuti-
lized exposures. Credit risks also include settlement and counterparty 
risks.

Customer advisers, in consultation with local managers, handle day-
to-day management of Spar Nord’s credit risks. The decentralized 
credit authorization limit is maximized at DKK 10 million and is linked 
to qualifications and needs. Exposures that exceed the decentral-
ized credit authorization limits are passed on for processing at Credit 
Rating or the Credit Committee, and all DKK 100+ million exposures 
and new exposures of DKK 50+ million need to be authorized by the 
Board of Directors.

The Credit Committee may authorize credit facility extensions of up 
to DKK 50 million relative to the most recent authorization given by 
the Board of Directors.

High-level monitoring of Spar Nord’s credit risk exposure is  
managed by the Credit Quality Department. This department oversees 
changes in the credit quality of all exposures and undertakes system- 
atic credit quality control of customers at local banks. Rating systems 
have been introduced in all Spar Nord’s departments, and this tool 
is used at the local level to grant credit facilities. Thus, customers in 
the rating groups accorded the least risk exposure are likelier to be 
given higher credit limits or extensions than customers in the weaker 
rating groups.

Risk and settlement lines to financial counterparties are authorized 
based on a three-tier instruction hierarchy consisting of the Board 
of Directors, the Credit Committee and the Senior Vice President of 
Trading, Financial Markets & the International Division, with the facility 
authorization rights adapted to the individual tier. The follow-up on 
lines will be performed by Finance & Accounts, which ensures func-
tional separation. All lines are subject to regular review by Trading, 
Financial Markets & the International Division, among other things 
based on the financial statements or rating of the financial counter-
party. As a minimum, credit lines authorized by the Board of Direc-
tors are reviewed every year, and other exposures are reviewed every 
three years, as a minimum. 

3.9.2 MARKET RISK 
Market risk is an umbrella term for the risk of loss caused by fluctua-
tions in exchange rates, share prices or prices of financial instruments.
Spar Nord’s Board of Directors lays down the overall policies, frame-
works and principles, and the Finance & Accounts Department is  
responsible for monitoring and checking that Spar Nord’s market 
risk does not exceed the boundaries of the instruction limits. For its  
management of market risks, Spar Nord has established a three-tier 
instruction hierarchy. At the first tier, the Board of Directors defines 
Spar Nord’s market risk framework. At the second tier, the Executive 
Board delegates limits to the other entities of Spar Nord, with Trad-
ing, Financial Markets & the International Division being the distinct-
ly largest entity. At the third and last tier, the executives of Trading, 
Financial Markets & the International Division are granted the limits 
within which they may operate.



Spar Nord Risk Report8

3.9.3 OPERATIONAL RISK 
Operational risk is the risk of loss that results from deficient, inexpedi-
ent or erroneous internal procedures, human or system errors or exter-
nal events, including legal risks.

Operational risks are managed via business procedures and other 
policy manuals, IT systems and control measures. Responsibility for 
risk management in this connection lies with the responsible units. 
Risk assessments are to be prepared regarding individual projects, 
focusing on risks, potential consequences and initiatives to limit 
such risks. Spar Nord’s security policy, including IT security policy, is  
reviewed annually and approved by the Board of Directors.

3.9.4 LIQUIDITY RISK 
Liquidity risk is the risk of loss that results because Spar Nord’s funding 
costs increase, Spar Nord is cut off from entering into new transac-
tions on account of unavailable funding, or because Spar Nord ulti-
mately becomes unable to meet its obligations as and when they fall 
due on account of liquidity shortage.

Liquidity management is divided into short-term and long-term  
liquidity management. Management of short-term liquidity is placed 
with Trading, Financial Markets & the International Division, while 
management of long-term liquidity is the responsibility of the Finance 
& Accounts Department. 

Managing Spar Nord’s general liquidity is subject to a number of 
control mechanisms. Daily LCR follow-up, intraday monitoring of the 
Bank’s liquidity and stress tests are used to monitor short-term liquid-
ity. Long-term liquidity is managed by focusing on strategic liquidity 
and also by using stress tests. 

3.9.5 REPORTING 
Substantial resources are deployed to ensure appropriate risk  
reporting on an ongoing basis, including follow-up on legislative and  
managerial risk frameworks.

Reporting to Spar Nord’s Management and relevant stakeholders 
is performed according to fixed guidelines. The Board of Directors  
receives continual reports covering all important risk areas, which  
appears from the figure below.

Risk Management
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OVERVIEW OF SIGNIFICANT RISK REPORTS	

Report Frequency Contents

General
Risk Reporting

Individual solvency 
need 

Quarterly

Assessment of the risk profile and calculation of adequate own 
funds. The report contains conclusions reached in Spar Nord’s 
stress test and an assessment of the capital needs in respect of 
the individual risks. Once a year, an extended version of the report 
is prepared.		

Credit and balance-
sheet report

Annually
Review and analysis of Spar Nord’s assets, including a specific 
review of individual exposures and an analysis and assessment of 
future trends for important lines of business and asset areas.

Follow-up on turn-
around indicators

Semi-annually
Follow-up on the indicators set out in the turnaround plan, viewed 
in relation to the threshold values fixed.  

Forecast Quarterly
The forecast is updated regularly with a view to ensuring ongoing 
follow-up on the business results and projections for profits, 
balance sheet, liquidity and capital matters.

Selected audit reports
On an ongoing 
basis

The Internal Audit Department prepares various reports pertaining 
to the Bank’s risk areas. 

Reporting from the 
Risk Management 
Function

Semi-annually
The reports form part of the Board of Directors’ overall assessment 
basis. Once a year, an extended version of the report is prepared.

Reporting from the 
Compliance Function

Semi-annually
Review of the most significant compliance controls and status on 
ongoing tasks. Once a year, an extended version of the report is 
prepared.

Credit Risk

Credit quality report Quarterly

Analysis of trends in exposures, impairment and losses, including 
portfolio analyses broken down by rating groups, volume, 
geography, etc. Once a year, an extended version of the report is 
prepared.

Losses on loans, 
advances and 
guarantees

Quarterly Reporting on the heaviest losses during the past quarter.

Weak exposures Semi-annually
Reporting on all credit-weak exposures larger than DKK 50 million, 
reviewed individually.

Credit facility 
extensions in excess 
of DKK 10 million

Monthly
Reporting on all credit facility extensions in excess of DKK 10 million 
that have not been considered by the Board of Directors.

Unauthorized over-
drafts in excess of
DKK 1 million

Monthly
Reporting on all individual unauthorized overdrafts in excess of 
DKK 1 million.

Statistics on unautho-
rized overdrafts 

Monthly Reporting on unauthorized overdraft statistics in all banking areas.

Market Risk Market risk report Monthly

Review and analysis of e.g. Spar Nord’s current interest, equity and 
foreign-exchange risks, including the historical trend in utilization of 
the frameworks and instructions fixed by the Board of Directors. 
An extended version of the report is prepared quarterly.

Operational
Risk

Risk review of 
operational risk

Annually
Review of Spar Nord’s operational risks and measures to counter 
such risks.		

Reporting from the IT 
Department

Semi-annually
Review and follow-up on Spar Nord’s IT security and stability of 
Spar Nord’s IT systems, including follow-up on outsourced devel-
opment projects.	

Liquidity Risk

Liquidity risk report Monthly

Review and analysis of Spar Nord’s short- and long-term liquidity 
risks, including Spar Nord’s liquidity stress test and trends in the 
historical utilization of the frameworks and instructions laid down 
by legislation and by the Board of Directors. An extended version of 
the report is prepared quarterly.

Calculation and 
assessment of liquidity 
position and liquidity 
risks – internal liquidity 
adequacy assessment 
process (ILAAP)

Annually

Combined calculation and assessment of Spar Nord’s liquidity 
position and liquidity risks. The assessment supports Spar Nord’s 
liquidity management and is an element in the statement of the 
individual solvency need.

Risk Management
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4. Capital Management and Solvency Need

Spar Nord is subject to Danish and European legislative provisions 
that lay down the overall capital requirements which govern both the 
Bank and Spar Nord.

4.1 CAPITAL POLICY
Spar Nord has determined a capital policy that ensures that at all 
times Spar Nord complies with applicable legislation in respect of the 
following three key areas:

• 	 Statement of risk exposure and capital requirements
• 	 Individual solvency need and supervision procedures
• 	 Market discipline through a number of disclosure obligations

The Danish Financial Business Act contains provisions regarding the 
individual solvency need, which consists of any additional capital 
requirements that are to cover the risks not sufficiently covered by 
the minimum requirement of 8% pursuant to CRR. This includes, for 
instance, business risks and special credit risks.

In addition to the targets falling within the scope of applicable legis-
lation, Spar Nord has its own capital targets intended to ensure that 
Spar Nord has at its disposal capital that supports future activities 
and growth, having regard to Spar Nord’s general risk profile and in 
accordance with it. At the same time, the capital targets must be a 
guarantee that Spar Nord will be able to overcome cyclical down-
turns and to absorb unexpected substantial credit losses and sub-
stantial negative changes in the value of market-risk-related posi-
tions.

Spar Nord’s target is to have a Common Equity Tier 1 (CET1) ratio of at 
least 12.0% and a total capital ratio of at least 15.5%.

In its endeavours to comply with the described target, Spar Nord has 
adopted a number of policies and guidelines intended to ensure that 
the management of Spar Nord’s capital matters is appropriate and 
adequate.

4.2 DEVELOPMENT IN CAPITAL RATIOS
At end-2016, Spar Nord had a Common Equity Tier 1 (CET1) ratio of 
14.0%, a core capital (Tier 1) ratio, including Additional Tier 1 (AT1) cap-
ital, of 15.6%, a total capital ratio of 17.7% and an individual solvency 
need ratio of 9.5%.

4.3 OWN FUNDS
Own funds are composed of Common Equity Tier 1 (CET1), Additional 
Tier 1 (AT1) capital and Tier 2 capital (T2).

Furthermore own funds are characterized by the fact that the claims 
of shareholders and capital holders are subordinated to those of  
other creditors.

4.3.1 ISSUED CAPITAL INSTRUMENTS
Spar Nord has two loans issued by way of Additional Tier 1 (AT1) cap-
ital with a principal of DKK 400 million and DKK 450 million, respec-
tively. In addition, two loans of DKK 400 million and DKK 700 million, 
respectively, have been issued as Tier 2 capital (T2).

In 2016, Additional Tier 1 (AT1) capital with a principal of DKK 450 million 
was issued.

Spar Nord’s issued Additional Tier 1 (AT1) capital and Tier 2 capital (T2) 
has been floated on terms that meet the requirements for inclusion in 
own funds under CRR.

4.3.2 CALCULATED OWN FUNDS
In 2016, own funds grew by DKK 524.3 million. Own funds are mainly 
impacted by four areas:

•	 Profit/loss for the year
•	 Issuing of new Additional Tier 1 (AT1) capital
•	 Provision for proposed dividend for 2016
•	 Repurchase of treasury shares

Profit for the year after tax contributes positively by DKK 838 million, 
and the issued Additional Tier 1 (AT1) capital contributes with its full 
principal of DKK 450 million.

On the downside, deductions have been made in own funds for the 
repurchase of treasury shares in the amount of DKK 150 million.

In addition, a DKK 615 million provision has been made covering pro-
posed dividend for 2016, equal to DKK 5 per share, which has a corre-
sponding negative impact on own funds.

	

CAPITAL RATIOS

Common Equity Tier 1 (CET1) ratio	

Core capital (Tier 1) ratio, incl. Additional Tier 1 (AT1) capital

Total capital ratio

Individual solvency need ratio

 

20152016%

	 Figure 4.1

	 14.0	 14.4

	 15.6	 14.9

	 17.7	 17.0

	 9.5	 9.5
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	 Figure 4.2

	 1,255.3	 1,255.3

	 22.3	 23.2

	 6,545.8	 6,099.9

	 91.3	 96.3

	 -150.0	 0.0

	

	 -615.0	 -376.6

	 -159.4	 -175.0

	 -37.0	 -37.0

	 0.0	 0.0

	 -240.4	 -161.1

	 0.0	 -6.0

	 -21.3	 -22.0

	

	 0.0	 0.0

	 -25.6	 -21.5

	

	 -1.4	 -2.2

	 6,664.6	 6,673.3

	 843.0	 393.0

	 0.0	 0.0

	 -80.1	 -120.8

	

	 0.0	 0.0

	 7,427.5	 6,945.5

	 1,079.6	 1,078.0

	 0.0	 0.0

	 -80.1	 -120.8

	 8,427.0	 7,902.7

20152016

STATEMENT OF OWN FUNDS
DKK m

Share capital

Other reserves

Retained earnings

Revaluation reserves

- Repurchase of treasury shares

- �Proposed dividend, excl. dividend on shares comprised by  

share repurchase programme

- Intangible assets

- Goodwill in associates

- Deduction for equity investments >10%

- Deduction for the sum of equity investments <10%

- Deferred tax assets

- Prudent valuation

- �Difference in valuation and change in  

value of liabilities and hedging instruments

- Adjustment, permitted holding of treasury shares

- �Treasury shares, acquired by customers  

via loan financing

Common Equity Tier 1 (CET1) after regulatory adjustments

Additional Tier 1 (AT1) capital

- Deduction for equity investments >10%

- Deduction for the sum of equity investments <10%

- �Difference in valuation and change in value of  

liabilities and hedging instruments

Tier 1 capital (T1)

- Tier 2 capital (T2)

- Deduction for equity investments >10%

- Deduction for the sum of equity investments <10%

Total capital (TC)
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TOTAL RISK EXPOSURE

Credit risk

- Central gov. or central banks

- Regional or local authorities

- Public-sector entities

- Institutions

- Corporates

- Retail

- Exp. secured by mortg. on imm. prop.

- Exp. in default

- High-risk exposures

- Exp. with short-term rating

- Exp. in units or CIU

- Equity exposure

- Other exposures

- Counterparty risk

Credit risk, total

Market risk

- Debt. instruments

- Shares etc.

- Foreign-exchange risk

- Commodity risk

Market risk, total

Operational risk, total

Total

DKK m

	 0.1	 0.0	 1.5	 0.0

	 0.0	 0.0	 0.1	 0.0

	 1.1	 0.5	 13.9	 5.9

	 24.1	 55.2	 301.6	 690.4

	 1,203.6	 1,036.7	 15,045.1	 12,958.7

	 1,115.1	 1,098.6	 13,938.8	 13,732.2

	 155.7	 129.9	 1,946.0	 1,623.9

	 71.0	 153.0	 887.8	 1,912.3

	 100.7	 67.3	 1,258.3	 840.8

	 0.0	 0.1	 0.0	 1.5

	 0.2	 0.5	 2.6	 6.4

	 129.9	 143.6	 1,623.7	 1,795.3

	 120.7	 99.4	 1,509.0	 1,243.1

	 135.0	 139.2	 1,687.0	 1,739.6

	 3,057.2	 2,924.0	 38,215.4	 36,550.1

				  

	 231.3	 292.0	 2,891.1	 3,649.5

	 32.4	 21.9	 405.1	 274.2

	 19.2	 18.9	 240.6	 236.1

	 0.1	 0.2	 1.0	 2.8

	 283.0	 333.0	 3,537.8	 4,162.6

	 458.6	 463.0	 5,732.3	 5,787.2

	 3,798.8	 3,720.0	 47,485.5	 46,499.9

2015201620152016

Capital requirement *) Risk exposure

*) The capital requirement is calculated as 8% of the risk exposure
	 Figure 4.3
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CHANGE IN TOTAL RISK EXPOSURE
(DKK m)

	 Figure 4.4

With respect to figure 4.2, it should be noted that the phasing-in of 
CRR means that 60% of the financial equity investments is now being 
deducted from Common Equity Tier 1 (CET1), compared with 40% in 
2015.

4.4 TOTAL RISK EXPOSURE
The total risk exposure constitutes an important target used for de-
termining the minimum capital requirement and calculating the key 
risk indicators, such as Spar Nord’s total capital ratio and individual 
solvency need.

A variety of factors impact the total risk exposure, including the dis-
tribution of credit exposures on customer categories and products. 
Spar Nord calculates the total risk exposure for credit risk and market 
risk using the standardized approach under CRR (Basel III). The mar-
ket-value approach is used for calculating counterparty risk, while 
the exposure to operational risk is calculated using the basic indi-
cator approach. In addition, Spar Nord uses the comprehensive ap-
proach for financial collateral.

As appears from figure 4.3, the bulk of the combined capital require-
ment (80%) is attributable to credit risk.

In 2016, the total risk exposure rose by DKK 1.0 billion; thus, at end-2016 
it amounted to DKK 47.5 billion. In 2016, the total risk exposure for credit 
risk rose by DKK 1.7 billion, corresponding to a DKK 0.1 billion increase 
of the capital requirement. 

The increase in the total risk exposure for credit risk is attributable  
primarily to an increase in the exposure category, corporates,  
regarding which there was an increase in credit exposure.

Exposures in default and high-risk exposures have dropped by  
DKK 0.6 billion from 2015 to 2016.

The increased capital requirement related to OTC transactions with 
financial counterparties (CVA) has been accorded the calculated 
counterparty risk and amounts to a risk exposure of DKK 0.2 billion.

In 2016, the total risk exposure for market risk dropped to DKK 3.5 bil-
lion. The reduction is due primarily to a fall in the risk exposure to debt 
instruments, which declined by DKK 0.8 billion as a result of both a 
drop in Spar Nord’s bond portfolio and Spar Nord’s gross interest risk. 

Overall, the equity risk and the foreign-exchange risk rose by a to-
tal of DKK 0.1 billion, which is attributable to an increase in the share 
portfolio in 2016.

In 2016, the total risk exposure for operational risk fell by DKK 0.1 billion 
to a total of DKK 5.7 billion.

The figure below shows the changes in the total risk exposure from 
2015 to 2016.

4.5 INDIVIDUAL SOLVENCY NEED
Spar Nord uses the so-called 8+ model that the Danish Financial 
Supervisory Authority designates in its guidelines. The 8+ method is 
based on the statutory minimum capital requirement of 8.0% of the 
total risk exposure (Pillar 1) plus add-ons for risks and matters not fully 
reflected in the calculation of the total risk exposure. In other words, 
ordinary risks are assumed to be covered by the 8% requirement, and, 
consequently a position has to be taken on the extent to which an 
institution has additional risks that necessitate an add-on to the in-
ternally calculated solvency need (Pillar 2).

In the guidelines issued by the Danish Financial Supervisory Authority, 
benchmarks have been introduced within a number of risk areas de-
termining when the Authority basically finds that Pillar 1 is insufficient, 
and that an add-on to the individual solvency need is required. In 
addition, to the extent possible methods have been introduced for 
calculating the amount of the add-on within the individual risk areas.

Based on the guidelines issued by the Danish Financial Supervisory 
Authority, the Board of Directors determines Spar Nord’s adequate 
own funds and individual solvency need on the recommendation of 
the Solvency Committee.

Spar Nord’s calculation method follows the guidelines issued by the 
Danish Financial Supervisory Authority and is based on an assess-
ment of risks within the following nine key areas, of which the first eight 
are directly addressed in the guidelines:

1.	 Earnings
2.	 Lending growth
3.	 Credit risks
	 -	� Credit risk attaching to large customers having financial diffi-

culties
	 - 	 Concentration risk: Individual customers
	 - 	 Concentration risks: Lines of business

Capital Management and Solvency Need



Spar Nord Risk Report12

	 - 	 Concentration, collateral
	 - 	 Concentration, geography
	 - 	 Concentration, retail/business
	 - 	 Other credit risks
4.	 Market risks 
	 - 	 Interest-rate risk 
	 - 	 Equity risk 
	 - 	 Foreign-exchange risk
5.	 Liquidity risks
6.	 Operational risks
7.	 Leverage
8.	 Regulatory maturity of capital instruments
9.	 Other risks
	 - 	 The Bank’s business profile
	 - 	 Strategic risks
	 - 	 Reputation risks
	 - 	 Properties
	 - 	 Other

The impact of the individual areas on the solvency need has been 
calculated directly using the methods designated by the Danish  
Financial Supervisory Authority in its guidelines, and by making  
supplementary calculations. Management has made an estimate in 
a few risk areas.

In Spar Nord’s opinion, the risk factors included in the model cover all 
the risk areas required by legislation to be taken into consideration by 
Spar Nord’s Management in determining the solvency need and the 
risks that Management finds Spar Nord has assumed. At end-2016, 
the adequate own funds amounted to DKK 4.5 billion, which is DKK 0.1 
billion up on end-2015.

Spar Nord’s total risk exposure rose from DKK 46.5 billion at end-2015 
to DKK 47.5 billion at end-2016, while the solvency need stood at 9.5% 
at end-2016.

4.6 CAPITAL BUFFER
By virtue of the implementation of the Capital Requirements Direc-
tive, CRD IV, into the Danish Financial Business Act, Danish financial 
institutions are obligated to comply with several buffer requirements. 
A common feature of all buffer requirements is that only Common Eq-
uity Tier 1 (CET1) may be used for meeting the capital requirement. 

If a financial institution fails to meet the capital requirements as to 
buffers, the financial institution would be restricted from the option of 
making dividend payments and other distributions.

The combined capital buffer requirement is the sum of total Common 
Equity Tier 1 (CET1) that is necessary for complying with the require-
ment as to a capital conservation buffer, an institution-specific coun-
ter-cyclical capital buffer and a systemic buffer.

In 2016, the capital conservation buffer in Denmark was 0.625%. At 1 
January 2017, the capital conservation buffer rose to 1.25% of the to-
tal risk exposure. When the capital conservation buffer has been fully 
phased in on 1 January 2019, the requirement as to a capital conser-
vation buffer will amount to 2.5% of the total risk exposure.

The Danish Minister for Business and Growth and other regulatory 
bodies in the EU/EEA area may fix the institution-specific counter- 
cyclical capital buffer if the credit growth results in a society-wide 
build-up of risks. Basically, the institution-specific counter-cyclical 
capital buffer may amount to somewhere between 0% and 2.5% of 
the total risk exposure when the rules have been fully phased in by 
2019.

The Danish Minister for Business and Growth may fix a systemic buff-
er to counteract and limit long-term non-cyclical systemic or mac-
ro-prudential risks that are not comprised by CRR. Initially, the rules 
have been used to fix systemic buffers for SIFI institutions. Spar Nord 
is not a SIFI institution.

4.6.1. THE COMBINED BUFFER REQUIREMENT
Based on the geographical distribution of Spar Nord’s credit risks, the 
capital requirement for the counter-cyclical buffer at end-2016 has 
been calculated. The geographical spread of credit exposures that 
are relevant for calculating the counter-cyclical buffer is shown be-
low.

	 3,558.2	 7.5	 3,660.5	 7.5

	 384.0	 0.8	 384.0	 0.8

	 458.6	 1.0	 453.0	 0.9

	 117.0	 0.2	 117.0	 0.3

	 0.0	 0.0	 0.0	 0.0

	 4,517.8	 9.5	 4,614.5	 9.5

	 3,453.0	 7.4	 3,550.6	 7.5

	 422.0	 0.9	 423.1	 0.9

	 463.0	 1.0	 435.6	 0.9

	 100.0	 0.2	 100.0	 0.2

	 0.0	 0.0	 0.0	 0.0

	4,438.0	 9.5	 4,509.3	 9.5
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%
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	 0.5	 0.5

	 0.6	 0.6
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	 Figure 4.7

Spar Nord

Capital Management and Solvency Need



Spar Nord Risk Report 13

In addition to the institution-specific counter-cyclical buffer require-
ment, Spar Nord also needs to reserve capital in relation to the re-
quirement as to the capital conservation buffer, which amounted to 
0.625% at end-2016. Consequently, at end-2016 Spar Nord’s com-
bined capital buffer consisted of the institution-specific counter-cy-
clical buffer requirement and the capital conservation buffer. The cal-
culated combined buffer requirement is shown below.

In 2016, Spar Nord’s combined buffer requirement increased as a result 
of a rise in the capital conservation buffer rate from 0.0% to 0.625%.

In 2017, Spar Nord expects that the institution-specific counter- 
cyclical buffer requirement will still amount to less than 0.1%, while the 
capital conservation buffer will be 1.25% as from 1 January 2017. 

The standard layout to be used for publishing information regarding 
the requirement as to compliance with the requirement as to a coun-
ter-cyclical capital buffer appears from Appendix E.

4.7. EXCESS COVERAGE RELATIVE TO STATUTORY REQUIREMENT 
At end-2016, Spar Nord’s total capital ratio stood at 17.7%, corre-
sponding to an excess coverage of 7.6 percentage points relative to 
the total capital requirement.

The figure below shows that Spar Nord’s excess coverage relative 
to Common Equity Tier 1 (CET1) at end-2016 stood at DKK 3.6 billion, 
which is equal to an excess coverage of 7.6 percentage points.

The requirement as to Common Equity Tier 1 (CET 1) has been calcu-
lated according to the rules and regulations applying as at end-2016, 
for which reason the two calculated values are comparable.

4.8 LEVERAGE RATIO
The leverage ratio is calculated based on an institution’s capital 
measure (core capital) divided by Spar Nord’s total exposure.  Spar 
Nord has put in place procedures that are intended to counter the 
risk of excess leverage and to ensure identification, management 
and monitoring of the institution’s leverage risk. In addition, method-
ologies have been developed to measure risks connected with ex-
cess leverage and methodologies designed for assessing significant 
changes in leverage ratio. Risk of excessive leverage means the risk 
resulting from an institution’s vulnerability due to leverage or contin-
gent leverage that may require unintended corrective measures in its 
business plan, including distressed sale of assets which might result in 
losses or in valuation adjustments to its remaining assets.

As is the case for the total capital ratio, Spar Nord also has an internal 
target for its leverage ratio. It has been assessed that based on the 
overall risk profile Spar Nord should have a leverage ratio of at least 
6%. Spar Nord has defined guidelines as to which initiatives to take if 
the leverage ratio drops to a level that is contrary to the applicable 
target.

As yet, a final percentage for how low the leverage ratio may be has 
not been introduced by legislation. The expectation is that the target 
will be fixed at 3.0%, equal to a maximum leverage of about 33 times 
the equity. Spar Nord complied with this target with a solid margin, 
as Spar Nord’s leverage ratio was calculated at 8.1% at end-2016. 
This calculation was made based on the calculated own funds in 
section 4.3.2, which complies with the rules for a transitional scheme 
pursuant to CRR. Using a core capital that is calculated relative to a 
fully phased-in set of rules, the leverage ratio would be calculated 
at 8.0%.

COMBINED BUFFER REQUIREMENT 2016

Total risk exposure (DKK m)

Institution-specific counter-cyclical buffer rate (%)

Capital conservation buffer rate (%)

Institution-specific counter-cyclical buffer requirement (DKK m)

Capital conservation buffer requirement (DKK m)

Combined buffer requirement (DKK m)

 

The Bank

			   47,485.5	 48,694.0

			   0.0	 0.0

			   0.6	 0.6

			   5.5	 5.5

			   296.8	 304.3

			   302.3	 309.8

	 Figure 4.8

Spar Nord

EXCESS COVERAGE RELATIVE TO OWN FUNDS 
 

Total capital (CT) (DKK m)

Adequate own funds (DKK m)

Combined buffer requirement (DKK m)

Total capital requirement (DKK m)

Excess coverage (DKK m)

 

Total capital ratio (%)

Individual solvency need ratio (%)

Combined buffer requirement (%)

Total capital requirement (%)

Excess coverage (percentage points)

 

The Bank
2015

Spar Nord
2015

	 8,427.0	 8,427.1	 7,902.7	 7,966.5

	 4,517.8	 4,614.5	 4,438.0	 4,509.3

	 302.3	 309.8	 2.2	 2.2

	 4,820.1	 4,924.3	 4,440.2	 4,511.5

	 3,606.9	 3,502.8	 3,462.5	 3,455.0

				  

	 17.7	 17.3	 17.0	 16.8

	 9.5	 9.5	 9.5	 9.5

	 0.6	 0.6	 0.0	 0.0

	 10.2	 10.1	 9.5	 9.5

	 7.6	 7.2	 7.5	 7.3

	 Figure 4.9
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302

	 Figure 4.11

EXCESS COVERAGE RELATIVE TO COMMON EQUITY TIER 1 (CET1)

 

Common Equity Tier 1 (CET1) 
after regulatory adjustments (DKK m)

Total requirement for Common 
Equity Tier 1 (CET1) (DKK m)

Excess coverage (DKK m)

 

Common Equity Tier 1 (CET1) ratio

Total requirement for Common 
Equity Tier 1 (CET1) ratio (%)

Excess coverage (percentage points)

 

	 Spar Nord	 The Bank	 Spar Nord	 The Bank
	 2016	 2016	 2015	 2015

	

	 6,664.6	 6,664.7	 6,673.3	 6,702.4

	

	 3,057.7	 3,161.9	 3,210.8	 3,247.4

	 3,606.9	 3,502.8	 3,462.5	 3,455.0

				  

	 14.0	 13.7	 14.4	 14.1

	 6.4	 6.5	 6.9	 6.8

	 7.6	 7.2	 7.5	 7.3
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The calculated leverage ratio for 2015 is stated according to the set 
of rules that applied at end-2016, and, consequently, the two calcu-
lated values are comparable.

4.9 THE IMPORTANCE OF FUTURE RULES ON CAPITAL REQUIREMENTS
The CRD IV/CRR package is the cornerstone of the European  
regulation of credit institutions and investment firms, and in 2014 it 
superseded the existing directives regarding the pursuit of business 
as a credit institution or investment firm and the national implemen-
tation thereof by the Member States.

As a result of the implementation of transitional rules, the full impact 
of CRR/CRD IV has not yet been achieved. Spar Nord’s calculation 
shows that Common Equity Tier 1 (CET1) ratio would have been 13.7% 
at 31 December 2016 if the CRR regulation had been fully phased in. 
This corresponds to a reduction of 0.3 percentage point compared 
with the 14.0% stated in section 4.2 that has been calculated based 
on the transitional rules to CRR. In 2017, the transitional rules will once 
more be tightened in respect of deductions for equity investments. 
Accordingly, Spar Nord’s Common Equity Tier 1 (CET1) ratio will be  
reduced by 0.1 percentage point in 2017, given an unchanged risk  
exposure.

Pursuant to the Danish Financial Business Act, the Danish Financial 
Supervisory Authority and Finansiel Stabilitet (the Winding-up Com-
pany) prepare plans for winding up distressed banks. In connection 
with these plans, minimum requirements for eligible liabilities (MREL) 
must be set up. These requirements are intended to ensure that a 
distressed bank has sufficient liabilities eligible for impairment to  
absorb both the institution’s losses and recapitalize the institution so 
that critical functions can be carried on without use of public means. 
Consequently, the new requirements are divided into a loss-absorb-
ing amount and a recapitalization amount.

The precise figures for the individual institution, including Spar 
Nord, are expected to depend on a number of factors, including  
balance-sheet composition, impairment, solvency need and the 
credit quality of loans. As yet, it is too early to estimate the effect that 
the MREL requirements will have for each financial institution.

The Danish Financial Supervisory Authority expects to be able to  
approve winding-up plans and fix individual MREL requirements in  
respect of financial institutions before the end of 2017.

			   8.1		  8.0

			   8.0		  7.9

2016
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Leverage ratio when the rules are fully phased in
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Spar Nord Bank is generally exposed to liquidity risks when lending, 
investment and funding activities result in a cash flow mismatch.  
Liquidity risk means that Spar Nord cannot meet its payment  
obligations while also meeting the statutory liquidity requirements. 
Moreover, a liquidity risk exists if the lack of financing/funding  
prevents Spar Nord from adhering to the adopted business model, 
or if Spar Nord’s costs for procurement of liquidity rise dispropor-
tionately.

5.1 LIQUIDITY POLICY
The policy determines Spar Nord’s overall risk profile for liquidity risks 
and financing structure, as well as the overall organizational dele-
gation of responsibilities in the liquidity area with a view to profitably 
supporting Spar Nord’s business model.

The aim of the liquidity policy is to ensure that Spar Nord has a 
liquidity risk that at all times bears a natural relation to Spar Nord’s 
overall risk profile. In addition, the liquidity policy is intended to  
ensure that Spar Nord continuously handles and manages its li-
quidity appropriately and  is capable of meeting its payment obli-
gations as and when due while complying with applicable legisla-
tion and supporting future activities and growth. Finally, the policy is 
intended to ensure a financing structure that is optimized in relation 
to risk and price. 

5.2 MANAGEMENT, MONITORING AND REPORTING 
On the basis of the policies and objectives set up by the Board of 
Directors, the Executive Board has defined operational frameworks 
and specific limits for Trading, Financial Markets & the Internation-
al Division, which is responsible for managing Spar Nord’s short-
term liquidity, and for the Finance & Accounts Department, which is  
responsible for managing Spar Nord’s long-term funding.

Spar Nord calculates strategic liquidity as deposits excl. repo 
transactions, senior loans, issued bonds, subordinated debt and 
equity, less lending excl. reverse repo transactions. On the oth-
er hand, subordinated debt, senior loans and issued bonds due 
within 12 months are not included in the calculation of strategic  
liquidity.

Spar Nord’s liquidity policy objective is for the LCR to amount to 
at least 100% in compliance with the LCR Regulation. In its liquidity 
policy, Spar Nord also aims to have excess liquidity coverage pur-
suant to the statutory requirement in section 152 of the Danish Fi-
nancial Business Act of minimum 50% calculated in relation to own 
liquidity. This means that Spar Nord’s objective in terms of excess 
coverage is exclusive of pooled assets. In addition, Spar Nord has 
as its objective to stay below the threshold value for Funding Ratio 
in the Diamond Test Model.

The Finance & Accounts Department is responsible for calculating, 
monitoring and checking that Spar Nord’s liquidity risk does not  
exceed the instruction limits. It regularly reports to the Board of Di-
rectors, the Executive Board and the Danish Financial Supervisory 
Authority.

5.3 DEVELOPMENTS IN 2016
Spar Nord’s liquidity situation improved throughout 2016. Thus, Spar 
Nord’s strategic liquidity increased by DKK 1.2 billion to DKK 20.7 
billion compared with end-2015. Correspondingly, Spar Nord’s LCR 
ratio was calculated at 171% at end-2016 compared with 145% at 
end-2015. The excess liquidity coverage pursuant to section 152 of 
the Danish Financial Business Act has been calculated at 308% at 
end-2016 compared with 296% at end-2015. The development was 
driven primarily by an increase in net deposits and net lending within 
banking activities of DKK 1.6 billion in 2016. 

5. Liquidity Risk

		  Short-term 		  Liquidity	 Management of funding 	 Long-term liquidity 
		  liquidity management		  stress test	 sources and needs	 management

	 Figure 5.1

   Liquidity management at Spar Nord

Liquitidity Risk

	 Objective	 Ensuring that in the 	 Ensuring that in the 	 Ensuring that Spar Nord 	 Ensuring that Spar Nord 	 Ensuring that Spar Nord
		  short operational term, 	 short term (30 days), Spar 	 becomes aware in due 	 has a diversified and 	 has hedged any  
		  Spar Nord will be capable  	 Nord has appropriate	 time of future liquidity 	 balanced funding 	 long-term mismatch 
		  of meeting its 	high-quality liquid assets	 and refinancing risks.	 structure.	 between deposits 
		  obligations at all times.	 to withstand a tough			   and lending.
			   stress scenario.	 Stress test are	 Ensuring that Spar Nord 	
		  Ensuring compliance 		  prepared for 	 maintains control of  	 Ensuring compliance 
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		  see section 152 of the	 Coverage Ratio (LCR),		  funding sources.	 Financial Supervisory 
		  Danish Financial	 see CRR.			   Authority and 
		  Business Act.				    NSFR.
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		  instruction target	 instruction target	 instruction target	 instruction target	 instruction target

	 Monitoring/control	 Markets	 Markets	 Funding	 Funding	 Funding
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		  Board of Directors	 Board of Directors	 Board of Directors	 Board of Directors	 Board of Directors
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			   Simulation tool	 Projection	 Projection	

	 Ratios/model for  	 Liquidity reserve	 Liquidity Coverage Ratio	 Liquidity	 Liquidity	 Strategic
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LIQUIDITY RELATIVE TO STATUTORY LIQUIDITY 
REQUIREMENT (SECTION 152)

	 Figure 5.4
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LIQUIDITY COVERAGE RATIO

5.4 SHORT-TERM LIQUIDITY
For several years, Spar Nord has been deploying a fixed model to 
manage short-term liquidity. The model is used to calculate devel-
opments in Spar Nord’s liquidity on the assumption that all money 
market funding falls due according to the terms of the appropriate 
contract and is not renewed. This is done on a daily basis over a 
period of eight weeks. The Board of Directors determines the time 
window in which Spar Nord’s liquidity is to remain positive according 
to the model.

Simultaneously with the above, Spar Nord has a model for monitor-
ing and managing intraday liquidity. 

5.5 LIQUIDITY RESERVE
Section 152 of the Danish Financial Business Act was phased out at 
the end of 2016, and the last statement pursuant to that provision 
was made at end-2016. Thus, at end-2016 there were still two stat-
utory requirements for the liquidity reserve, viz. section 152 and LCR.

5.5.1 LIQUIDITY RESERVE ACCORDING TO LCR 
After the entry into force of LCR at 1 October 2015, LCR has become 
an integral part of the short-term liquidity management forming 
part of Spar Nord’s liquidity management function. 

At end-2016, LCR was calculated at 171%, which is comfortably 
above Spar Nord’s target LCR of at least 100%. The excess coverage 
of 71 percentage points corresponds to DKK 6.8 billion in excess li-
quidity. The excess coverage is 101 percentage points compared to 
the statutory requirement of 70%. At end 2015, LCR was calculated 
at 145%. 

The liquidity reserve according to LCR basically consists of Level 1A 
assets and Level 1B assets.

5.5.2 LIQUIDITY RESERVE ACCORDING TO SECTION 152 
Spar Nord’s management of short-term liquidity is intended to en-
sure adequate, free liquidity to make sure that Spar Nord can at all 
times live up to the minimum excess liquidity coverage pursuant to 
section 152 of the Danish Financial Business Act and observe the 
50% threshold value determined in the Diamond Test Model. Free 
liquidity is defined as uncollateralized highly liquid investment se-
curities, deposits on demand with credit institutions, certificates of 
deposit, and cash balances.

The excess liquidity coverage pursuant to the minimum requirement 
laid down in section 152 amounted to DKK 25.1 billion at end-2016 
versus DKK 22.8 billion at end-2015. If the excess coverage is con-
verted to a percentage ratio, this corresponds to an excess cover-
age of 308% in 2016, whereas it amounted to 296% in 2015.

5.6 STRESS TESTS
In addition to Spar Nord’s liquidity management models, Spar Nord 
prepares internal stress tests. The stress tests span a 12-month pe-
riod and are calculated using three permanently defined scenarios: 
A business-specific, a market-specific and a mixed scenario. In ad-
dition, Spar Nord performs a stress test corresponding to Moody’s 
“12-month scenario with no access to funding”. This scenario op-
erates on the assumption that Spar Nord has no access to capital 
markets during the period of calculation, for which reason senior 
loans, issued bonds and subordinated debt cannot be refinanced 
on maturity. On the other hand, the stable deposits base remains 
an accessible financing source, while only a moderate reduction in 
Spar Nord’s assets is assumed.

As appears from the figure below, Spar Nord has positive liquidity for 
the full 12-month period.
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FUNDING STRUCTURE
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In addition to Spar Nord’s internal stress tests and Moody’s 12-month 
scenario with no access to funding, monthly liquidity stress tests 
are prepared and submitted to the Danish Financial Supervisory  
Authority. Spar Nord’s own stress test is based on section 152 of the 
Danish Financial Business Act, which was phased out at the end of 
2016. In future, Spar Nord will use a stress test based on LCR. As both 
section 152 and LCR were applicable statutory requirements at the 
end of 2016, Spar Nord prepared stress tests according to section 
152 and LCR. 

Both stress tests have been prepared over a term of 12 months and 
have both lived up to statutory requirements and internal targets 
during the period under review.  

5.7 STRATEGIC LIQUIDITY
Spar Nord’s strategic liquidity is used to measure the long-term  
liquidity position. At end-2016, Spar Nord had strategic liquidity of 
DKK 20.7 billion, a DKK 1.2 billion increase on end-2015 when strate-
gic liquidity was determined at DKK 19.5 billion.

The increase in strategic liquidity is attributable mainly to a DKK 2.1 
billion growth in bank deposits, to some extent offset by an increase 
in lending to bank and leasing activities of DKK 1.2 billion. In De-
cember 2016, Spar Nord raised Additional Tier 1 (AT1) capital in the 
amount of DKK 0.45 billion, which – together with consolidation – 
contributed positively by DKK 0.7 billion to the strategic liquidity. On 
the other hand, DKK 0.4 billion of the subordinated debt falling due 
within 12 months had a downward impact on strategic liquidity.

5.8 FUNDING AND MATURITY STRUCTURE
Spar Nord’s operations are predominantly funded through four 
funding sources:

•	 Customer deposits
•	 Loans or repo transactions from other credit institutions and 	
	 Danmarks Nationalbank (the central bank)
•	 Issued bonds and senior loans
•	 Subordinated debt and equity

From an overall perspective, Spar Nord’s funding at end-2016 in-
creased by DKK 1.2 billion to DKK 58.6 billion compared with end-
2015. The most important change in Spar Nord’s funding structure is 
an increase in deposits of DKK 1.7 billion. In addition, the floating of 
new Additional Tier 1 (AT1) capital in December 2016 in the amount 
of DKK 0.45 billion contributed to the improved funding. A decline 
in the deployment of repos and repurchases and debt to central 
banks and credit institutions somewhat slowed down the increase 
in funding at the end of 2016. Deposits remain Spar Nord’s largest 
funding source, and at end-2016 it represented 79.2% of Spar Nord’s 
total funding.  

In total, Spar Nord’s long-term funding (funding with a term to ma-
turity of more than 12 months) amounts to 91.7%, which is 4.2 per-
centage points up on end-2015.

FUNDING

Central banks and credit institutions

Repos & repurchases with central banks 
and credit inst.

Senior loans < 1 year
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Deposits < 1 year
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Sum of AT1 and T2 capital

Equity

Total

20152016DKK m / % 2016

	 Figure 5.8
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5.9 LIQUIDITY CONTINGENCY PLAN
Spar Nord has prepared a liquidity contingency plan pursuant to 
the Danish Executive Order on Management of and Control with 
Financial Institutions. This plan contains a catalogue of possible 
courses of action to strengthen Spar Nord’s liquidity in a critical  
situation. The catalogue contains a more detailed description of the 
expected impact and time span of the individual actions.

The liquidity contingency plan enters into force if Spar Nord can only 
meet the predetermined liquidity instructions with difficulty and with 
resulting sharply increased funding costs.

5.10 ENCUMBERED ASSETS
Assets encumbrance may constitute a funding risk if the institution 
has many encumbered assets relative to its balance sheet total, 
as the institution’s potential for providing funding via additional 
asset encumbrance is diminished. This may also have a negative  
impact on the potential for procuring unsecured financing given the  
deterioration in the position of this type of creditors.

As part of its business model, Spar Nord has been active in the  
money and derivatives market for many years. One of the results is 
that there will be assets that have been encumbered.

Triggered by activities in the money market:

•	 Repo and reverse repo transactions
•	 Repurchase transaction with Danmarks Nationalbank
•	 Securities lending

Triggered by activities in the derivatives market:

•	 CSA collateral for the market value of derivative transactions
•	 Offsetting, cf. netting agreements

Collateralization for clearing purposes is also part of Spar Nord’s 
pledging procedures:

•	 Collateral furnished with clearing systems
•	 Assets placed in facilities with central banks
•	 Margins posted and default funds with CCPs

The primary collateral received derives from reverse repo trans- 
actions.

The average share of Spar Nord’s total encumbered assets amounts 
to 5.1% of the total assets plus collateral received that can form 
the basis for encumbrance. The published figures about Spar 
Nord’s collateralized assets and collateral received have been  
calculated based on median values for 2016.

The specifications regarding encumbered assets are contained in 
Appendix G.

5.11 FUTURE LEGISLATION REGARDING LIQUIDITY
Towards the end of 2016, the EU Commission published an updated 
draft NSFR, which is still expected to enter into full force at the be-
ginning of 2018. NSFR seeks to ensure stable funding profiles for the 
individual banks, the focus being the relationship between the term 
of individual assets and funding. The NSFR ratio is to be calculated 
for a 12-month horizon. 

In connection with the phase-out of section 152, the existing 
liquidity benchmark in the Diamond Test Model will also be phased 
out, as it has been calibrated to section 152. A new benchmark for  
liquidity has not yet entered into force, but is expected to be based 
on LCR. Until a new liquidity benchmark has been introduced, the  
existing benchmark will remain in effect and continue to be based on  
section 152.

Liquitidity Risk
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6. Credit Risk

Credit risk is the risk of loss as a result of borrowers or other counter-
parties defaulting on their payment obligations, including the risks 
attaching to customers having financial difficulties, risks relating to 
large exposures, concentration risks and risks attaching to granted, 
unutilized credit lines. Credit risks also include settlement and coun-
terparty risks. Settlement risk is the risk arising when payments are 
settled, for instance payments for currency transactions and trading 
in financial instruments, including derivatives. The risk arises when 
Spar Nord transfers payments before it has attained full assurance 
that the counterparty has met all its obligations. Counterparty risk is 
the risk of loss as a result of a customer’s default of OTC derivatives 
and securities financing instruments.

6.1 CREDIT POLICY
Spar Nord’s overall credit risk is controlled on the basis of Spar Nord’s 
credit policy, which the Board of Directors determines in conjunction 
with the overarching policies and frameworks for risk assumption. 
The pivotal objective of Spar Nord’s credit policy is to ensure that 
earnings and risks are balanced, and that the assumption of risk is 
always quantified.

It is Spar Nord’s policy that all credit must be granted on the basis of 
insight into the customer’s financial position and that credit quality 
– the customer’s ability and will to meet current and future obliga-
tions – is a key parameter in all customer relations.

Spar Nord aims to develop long-term relationships with custom-
ers and does not want to use risk appetite as a competitive para- 
meter. Spar Nord only wants to conclude transactions that con-
form to good banking practice and do not jeopardize Spar Nord’s  
reputation and professional profile.

As a basic rule, Spar Nord does not grant loans and credit facilities 
based on collateral alone. Thus, the customer should show the will 
and have the ability to repay loans without Spar Nord having to 
realize the collateral.

In its endeavours to ensure sound risk diversification of its credit ex-
posure, Spar Nord has introduced a number of internal targets. Spar 
Nord does not want to be exposed to individual customers or lines 
of business that might solely and separately jeopardize Spar Nord’s 
independence. Consequently, Spar Nord has introduced a cap on 
individual exposures at DKK 500 million, of which basically the un-
secured share of credit exposure may not exceed DKK 175 million in 
respect of any facility.

Exposures to financial institutions under supervision and repo and 
reverse repo transactions are not comprised by this restriction.

In determining the amount of exposure, generally accepted credit 
risk adjustments are made, as appears from the section regard-
ing Large exposures in the CRR Regulation. The statutory limitations 
apply to trading partners in the financial sector with an external 
credit rating at investment grade level, and a DKK 700 million cap 
has been fixed internally for other trading partners in the financial 
sector.

Spar Nord has set targets for the industry diversification of loans, 
advances and guarantees, which means that brackets have been 
fixed for the desired share of total exposure that significant indus-
tries may represent.

Finally, in its credit policy Spar Nord has decided that it wants insight 
into any commitments that its customers may have towards other 
financial institutions.

6.2 MANAGEMENT, MONITORING AND REPORTING
The credit facility process at Spar Nord is centrally managed.  
Decentralized facility authorization rights are maximized at DKK 10 
million for existing customers.

As concerns new customers, the facility authorization right is typi-
cally half of that for existing customers. The powers of authority in 
the credit area are governed by two factors: The individual local 
managers’ ability and requirements and the wish that a certain 
share of authorizations from the local banks is to be dealt with by 
Credit Rating.

Customer advisers, in consultation with local managers, handle 
day-to-day management of Spar Nord’s credit risks. If a credit  
facility exceeds the local loan approval limits, it will be passed on 
and dealt with by Credit Rating, the Credit Committee or the Board 
of Directors. Credit Rating may authorize credit lines up to DKK 50 
million for existing customers and DKK 25 million for new customers. 
The Credit Committee may authorize all exposures up to DKK 100 
million, and up to DKK 50 million for new facilities. All exposures ex-
ceeding DKK 100 million and all new exposures exceeding DKK 50 
million are subject to approval by the Board of Directors. However, 
the Credit Committee may authorize credit facility extensions of up 
to DKK 50 million relative to the most recent authorization given by 
the Board of Directors.

Overall monitoring of Spar Nord’s credit risk exposure is managed by 
the Credit Quality Department and the Analysis & Process Depart-
ment. These departments oversee changes in the credit quality of 
all exposures and undertake systematic credit quality control of the 
entire credit portfolio.

The Credit Quality Department reviews all new exposures to retail 
customers above DKK 100,000 and to business customers above 
DKK 300,000. New customers with weak credit quality are registered 
on an ongoing basis.

Credit Risk
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Spar Nord has developed IT tools for controlling and monitoring 
credit risks. Spar Nord’s credit analysis system is used for monitoring 
purposes, and key data regarding credit exposures and custom-
ers’ financial affairs are recorded in it. This is done to detect danger  
signals at an early stage as well as to monitor changes in the credit 
quality of portfolios and organizational units.
 
Every month a statistically-based rating of both retail and business 
customers is performed. Rating systems are used at the local level to 
grant credit facilities. Thus, customers in the rating groups accorded 
the least risk exposure are likelier to be given higher credit limits or 
extensions than those with the greatest risk exposure. In addition, 
the systems are used for managing overdrafts and for pricing pur-
poses.

As an element in Spar Nord’s credit processing, all non-defaulting 
customers are risk-classified according to the probability that the 
individual customer defaults within the next 12 months. Customers 
are divided into groups 1 to 9, with group 9 containing customers 
subject to the highest risk. The probability of default is estimated 
statistically by means of Spar Nord’s rating systems which are based 
on various models for the different customer segments.

The model applied to business customers employs three compo-
nents: An accounting component used to risk-classify the customer 
based on his most recent financial statements. A behavioural com-
ponent that classifies the customer based on his account behaviour 
and credit authorization history. The third component is a cyclical 
element that is used to adjust the classification based on cyclical 
trends.

New business customers are classified based on the accounting 
component and the cyclical component until the sixth month, at 
which time the behavioural component is also applied.

For retail customers, the model is exclusively based on a behavioural 
component and a cyclical component.

New retail customers are risk-classified according to an applica-
tion scoring model that is based on classical credit performance  
indicators, such as assets, pay, disposable income, etc. This model is 
based on a combination of a statistical and an expert model. After 
six months, customers are subjected to a behavioural scoring scru-
tiny, and the results obtained using the two models are co-weight-
ed in the transitional period until the twelfth month, after which the  
rating is based on the behavioural component exclusively.

Moreover, Spar Nord applies a qualitative risk classification, in which 
the Spar Nord adviser flags the credit quality as weak if a customer 
shows signs of default risk. For retail customers, these signs of de-
fault risk may for instance be divorce, unemployment, etc., and for 
business customers they could be marketing difficulties, the loss of 
key employees or suppliers, etc.

If a retail customer is flagged as having a weak credit quality and 
is not in default, the customer will be downgraded by one rating 
group; it should be noted that a customer flagged as having a 
weak credit quality does not qualify for rating in the best rating 
groups (1 and 2).
 

Business customers are rated based on two categories, customers 
flagged as having a weak credit quality and customers not flagged, 
using two different models. However, both models are based on the 
same components.

6.3 DEVELOPMENTS IN 2016
In 2016, Spar Nord generally saw a satisfactory growth of the lending 
portfolio. In the last three years, the credit quality for both retail cus-
tomers and business customers has been stable and satisfactory. 
The risk level for agricultural customers remains high, which is due to 
a higher default rate, one reason being poor earnings.

In 2016, both the retail and business customer segment grew. This 
growth, representing DKK 1.2 billion and occurring after the trend 
had been negative for a few years, is attributable to a gratifying 
intake of new customers, among other factors.

Mortgage-credit loans arranged for retail and business customers 
also increased in 2016.

6.4 CREDIT EXPOSURE
Spar Nord’s total credit exposure is attributable to lending activities 
and to trading activities involving bonds and financial instruments, 
etc.

The figure below shows Spar Nord’s total credit exposure (carrying 
amount) as at end-2016 and end-2015.

Spar Nord’s impairment account and discount on exposures taken 
over amounted to a total of DKK 1,980.2 million at 31 December 2016.

 

IMPAIRMENT ACCOUNT AND DISCOUNT ON LOANS, 
ADVANCES AND GUARANTEES Impairment

account/
discount

Discount on
exposures
taken over

Impairment
account

Spar Nord

20152016DKK m 201520162015

	 1,876.9	 1,826.0	 103.3	 161.5	 1,980.2	 1,987.5

2016
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6.5 LOANS, ADVANCES AND GUARANTEES
Spar Nord’s total loans, advances and guarantees before offset-
ting of impairment losses and discount on exposures taken over 
amounted to DKK 55.7 billion at end-2016 compared with DKK 49.6 
billion at end-2015, equal to a 12% growth. The DKK 6.1 billion rise is 
attributable to a DKK 3.4 billion increase in lending and a DKK 2.7 
billion increase in guarantees.

Customers are categorized into five groups as part of the  
ongoing risk monitoring: Retail customers – banking activities,  
Business customers – banking activities, Public-sector customers, 
financial customers and Spar Nord Leasing.

The development in these customer groups appears from the figure 
below.

The credit exposure to retail customers at Spar Nord’s Local Banks 
rose DKK 2.6 billion during 2016, equal to 13%. The increase breaks 
down into DKK 2.3 billion on guarantees and DKK 0.3 billion on lend-
ing.

The credit exposure of Spar Nord’s Local Banks to business  
customers increased by DKK 1.0 billion during 2016, equal to 4%. The  
increase amounts to DKK 0.5 billion in loans and advances and DKK 
0.5 billion in guarantees.

Credit exposure to public-sector customers fell from DKK 0.2 billion 
at end-2015 to DKK 0.0 billion at end-2016.

Credit exposure to financial customers climbed DKK 2.0 billion to 
DKK 6.8 billion. This increase is primarily attributable to growth in  
reverse repo transactions.

Finally, the credit exposure to leasing customers increased DKK 0.7 
billion.

6.5.1 BREAKDOWN BY INDUSTRY
The figure below shows the breakdown of Spar Nord’s loans,  
advances and guarantees by industry at end-2016 and end-2015, 
and the most recent available figures for the average industry 
breakdown at sector level.

As appears from the figure, retail customers account for a relatively 
large share of Spar Nord’s loans, advances and guarantees, with 
the guarantees at end-2016 still being at a high level. In the business 
customer area, Spar Nord’s 16% exposure to financing and insurance 
is distinctly lower than the sector average, while Spar Nord’s 6%  
exposure to agriculture is above the average figure.

Spar Nord’s impairment balance amounted to DKK 2.0 billion, equal 
to 3.6% of Spar Nord’s total loans, advances and guarantees at 
end-2016. The impairment balance was unchanged at end-2016 
compared with end-2015. Impairment of exposures to customers 
in the agricultural sector declined by DKK 78 million in 2016, ending 
at DKK 755 million, equal to 38% of total impairment losses com-
pared with 42% at end-2015. At end-2016, total impairment losses on  
agricultural customers represented 22% of the aggregate loans,  
advances and guarantees granted to such customers.
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	 2,650.3	 4.8	 5.1	 5.2	 6.3

	 1,746.3	 3.1	 4.0	 3.6	 1.8
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	 22,340.9	 40.1	 39.9	 32.7	 32.7
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	 2.0	 2.1	 0.1	 0.1	
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	 1,591.0	 1,560.9	 80.3	 78.5	 70.7

	 389.2	 426.6	 19.7	 21.5	 29.3

	 1,980.2	 1,987.5	 100.0	 100.0	 100.0
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                                          Figure 6.10*) Exposure after impairment.

 

As concerns size of exposures, Spar Nord’s credit portfolio is con-
sidered to be well-diversified, for one thing because 60.3% of the 
total exposure is attributable to exposures that are less than DKK 
10 million each, and because Spar Nord only has 47 exposures that 
exceed DKK 100 million.

In relation to the new benchmark for large exposures in the Financial 
Supervisory Authority’s Diamond Test Model, which may not exceed 
175% of the institution’s Common Equity Tier 1 (CET1), Spar Nord’s 
large exposures amounted to 73.5% at end-2016.

Spar Nord’s credit portfolio is also considered to have an excellent 
geographical spread. At end-2016, the traditional core area, North 
Jutland, accounted for 36.3% of Spar Nord’s total loans, advances 
and guarantees, while the balance is spread over the other regions 
in the country.

6.5.2 RETAIL CUSTOMERS AT SPAR NORD’S LOCAL BANKS
The total credit exposure to retail customers at Spar Nord’s Local 
Banks amounted to DKK 22.4 billion at end-2016 compared with 
DKK 19.8 billion at end-2015. The credit exposure to retail customers 
amounts to 40% of Spar Nord’s total credit exposure. As appears 
from the figure below, the average credit quality of retail custom-
ers’ facilities has remained at an unchanged level in the past three 
years.

In 2016 there was an increase in Not rated customers, which is due 
to the transition to a new data-processing centre, which meant that 
the rating models were not operational for a few months. All rating 
models are now up and running normally.

The figures below show the share of retail customers who migrat-
ed into better rating groups, the share of retail customers with un-
changed credit quality and the share of retail customers who mi-
grated into higher-risk rating groups during 2016 and 2015.

As appears from the figures, 2016 saw a positive development in the 
migration towards better rating groups in terms of both customer 
numbers and exposures.
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	 50,124	 51,827	 1.3	 1.5

	 34,992	 34,920	 11.2	 12.3
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	 388	 406	 8.7	 8.9

	 248	 233	 12.1	 11.5

	 66	 73	 7.2	 8.3

	 47	 46	 11.7	 13.0

	 107,218	 106,831	 100.0	 100.0

Figure 6.7*)	 Excl. reverse repo transactions and SparXpres

Number
2015

Share 
in %
2016

Number
2016

Share 
in %
2015



Spar Nord Risk Report 23
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The stable development in the retail customer portfolio is corrobo-
rated by the trend in retail customers’ unauthorized overdrafts. Re-
tail customers’ unauthorized overdrafts have remained at a stable, 
low level in recent years, averaging less than 0.6%.

6.5.3 BUSINESS CUSTOMERS AT SPAR NORD’S LOCAL BANKS
The total credit exposure to business customers at Spar Nord’s Local 
Banks amounted to DKK 24.5 billion at end-2016 compared with DKK 
23.5 billion at end-2015.

In 2016, Spar Nord’s total exposure to public-sector customers de-
clined by DKK 0.2 billion to DKK 0.0 billion.

The credit exposure to business customers amounted to 44% of Spar 
Nord’s total credit exposure.

As appears from the figure below, the average credit quality of 
business customers remained at a stable and satisfactory level. 
However, in 2016 the average credit quality for business custom-
ers declined marginally, due primarily to a slight rise in customers 
in default.
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                                          Figure 6.15
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The figures below show the share of business customers who mi-
grated into better rating groups during 2016 and 2015, as well as 
the share of business customers with unchanged credit quality and 
the share of business customers who migrated into higher-risk rating 
groups.

As appears from the figures, development was negative during the 
year, as migration towards better rating groups was smaller than 
migration the opposite way, both in terms of customer number and 
size of exposure.

As was the case for retail customers, business customers’ unautho- 
rized overdrafts and past due exposures remained at a stable, low 
level during 2015 and 2016.

6.5.4 MORTGAGE-CREDIT LOANS ARRANGED
In addition to bank lending on Spar Nord’s own books, a major part 
of Spar Nord’s business consists of arranging mortgage-credit loans 
on behalf of Totalkredit and DLR Kredit.

At end-2016, Spar Nord had arranged mortgage-credit loans for 
a total of DKK 73.6 billion to its customers. Of this amount, mort-
gage-credit loans to retail customers from Totalkredit amounted to 
DKK 62.2 billion, and mortgage-credit loans to business customers 
via DLR Kredit amounted to DKK 11.4 billion.

The cooperation with Totalkredit and DLR Kredit is based on the 
principle that in case of losses on the loans arranged by Spar Nord, 
a setoff will be made against the commission paid to Spar Nord for 
its loan-arranging services, or that - for some exposure categories 
- Spar Nord will be asked to provide a direct guarantee.

The figure below shows the breakdown on rating groups for the 
Spar Nord customers who have taken out mortgage-credit loans 
with Totalkredit and DLR Kredit. As appears, it is predominantly a 
case of mortgage-credit loans arranged for customers in the best 
rating groups.
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GEOGRAPHICAL BREAKDOWN OF MORTGAGES - END-2016
(%)
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6.5.5 LEASING ACTIVITIES
Spar Nord’s total credit exposure in the leasing area amounted to 
DKK 2.0 billion at end-2016, equal to 4% of total loans, advances 
and guarantees.

The figure below shows the breakdown by industry of Spar Nord’s 
leasing loans.

The figure above shows developments in the volume of repossessed 
leasing equipment, which remains at a very low level.

In the context of risks, it is important to note that leasing lending is 
always backed by security in the assets, either through charges or 
ownership.

6.5.6 FINANCIAL CUSTOMERS
Spar Nord’s credit exposure to financial customers was DKK 6.8 bil-
lion at end-2016, equivalent to 12% of Spar Nord’s total loans, ad-
vances and guarantees. The exposure consists primarily of reverse 
repo transactions of DKK 6.3 billion and own liabilities, etc.

The figure below shows Spar Nord’s credit exposure to financial cus-
tomers.

6.6 CREDIT QUALITY
The figure below shows a breakdown of Spar Nord’s customers by the 
credit quality categories used by the Danish Financial Supervisory 
Authority. Categories 2a and 3 comprise low-risk customers, catego-
ries 2c and 2b comprise heightened-risk customers while customers 
having financial difficulties are placed in category 1 (OEI).

6.7 COLLATERAL
An important element in Spar Nord’s management of credit risks is 
to reduce the risk attaching to individual exposures by accepting 
collateral, such as mortgages and charges over physical assets, 
securities and guarantees, etc. Mortgages and charges on real 
property, securities and vehicles make up the most common type 
of collateral. Mortgages on property are by far the most important 
collateral type provided to Spar Nord. Mortgages on real property 
consist mainly of mortgages on private housing.

A growth of DKK 2.1 billion in reverse repo transactions in 2016  
reduced the average unsecured share by 1.4 percentage points.

SPAR NORDS CREDIT EXPOSURE TO FINANCIAL CUSTOMERES

Reverse repo transactions

Customers of other financial institutions

Spar Nord’s own exposures and central customers etc.

Financial customers, total
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	 0.0	 0.1	 0.0	 0.0

	 18.3	 21.8	 12.0	 18.0

	 0.0	 0.0	 0.0	 0.0

	 17.3	 17.8	 44.9	 29.5

	 4.1	 1.4	 1.0	 4.9

	 11.9	 11.0	 7.5	 3.3

	 7.5	 6.5	 5.1	 13.1

	 18.2	 16.8	 17.4	 13.4

	 1.4	 1.7	 0.0	 0.0

	 2.6	 8.4	 0.0	 0.4

	 1.0	 0.7	 0.7	 0.5

	 17.5	 10.9	 9.8	 10.9

	 99.8	 97.1	 98.4	 94.0

	 0.2	 2.9	 1.6	 6.0

	 100.0	 100.0	 100.0	 100.0
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	 0.0	 0.0	 0.0	 0.5	 0.5

	 4.3	 0.2	 0.2	 2.3	 7.0

	 0.0	 0.0	 0.1	 0.1	 0.2

	 0.7	 0.0	 0.4	 4.0	 5.1

	 0.1	 0.0	 0.3	 3.6	 4.0

	 0.6	 0.1	 0.2	 2.2	 3.1

	 0.9	 0.1	 0.6	 5.5	 7.1

	 0.5	 0.0	 0.2	 2.4	 3.1

	 0.0	 0.0	 0.0	 0.2	 0.2

	 0.6	 0.0	 0.2	 12.6	 13.4

	 2.7	 0.2	 0.7	 7.7	 11.3

	 0.4	 0.1	 0.3	 4.3	 5.1

	 10.8	 0.7	 3.2	 45.4	 60.1

	 2.1	 0.1	 3.1	 34.6	 39.9

	 12.9	 0.8	 6.3	 80.0	 100.0
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Credit quality categories
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%

	 0.0	 0.0	 0.0	 0.1	 0.1

	 3.3	 0.1	 0.2	 2.5	 6.1

	 0.0	 0.0	 0.0	 0.2	 0.2

	 0.3	 0.1	 0.7	 3.7	 4.8

	 0.1	 0.0	 0.6	 2.4	 3.1

	 0.4	 0.4	 0.3	 2.4	 3.5

	 0.6	 0.1	 0.5	 5.7	 6.9

	 0.4	 0.0	 0.2	 2.4	 3.0

	 0.0	 0.0	 0.1	 0.2	 0.3

	 0.5	 0.0	 0.1	 15.6	 16.2

	 2.3	 0.3	 0.7	 7.6	 10.9

	 0.4	 0.0	 0.4	 4.0	 4.8

	 8.4	 1.1	 3.8	 46.6	 59.9

	 1.9	 0.1	 2.4	 35.7	 40.1

	 10.3	 1.2	 6.2	 82.3	 100.0
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The property value under mortgages broken down by property type 
is calculated at DKK 23.3 billion, while only DKK 14.2 billion is recorded 
as security on properties in the figure below. This is because the for-
mer amount represents the amount mortgaged to Spar Nord and is 
recorded as collateral received, while the latter amount is the share 
actually used for calculating collateral regarding a specific expo-
sure. Some exposures are smaller than the collateral value, and col-
lateral has also been provided by customers who do not currently 
have any facilities.

6.8 IMPAIRMENT OF LOANS AND ADVANCES
Based on the provisions of IAS 39, Spar Nord has defined an array 
of risk events that are considered objective evidence of impairment. 
Some risk events are automatically recorded in Spar Nord’s systems, 
while others are registered manually by customer advisers and 
credit staff members.

All significant loans and advances and credit-flagged exposures 
are evaluated individually. Credit-flagged loan exposures of less 
than DKK 250,000 are automatically reviewed using an algorithm 
based on the customer’s financial key figures and Spar Nord’s rating 
systems. All loans and advances that have not been impaired on 
an individual basis are assigned to groups having uniform credit risk 
exposure. If the review discloses objective evidence of impairment, 
an impairment loss is recognized. Impairment is calculated as the 
difference between the expected loan loss at the time of establish-
ment and the present value of expected future losses on the loan. 
An exposure need not be in default before impairment is recognized 
and approval procedures regarding any new extension of credit are 
tightened.

Impairment losses are calculated individually as concerns all cus-
tomers suffering from financial imbalances (objective evidence of 
impairment (OEI)). The expected cash flow is calculated, comprising 
conservatively assessed values and realizable costs for any assets 
that might have to be sold to cover the outstanding debt.

In 2016, Spar Nord recorded an increase in credit exposure to cus-
tomers with individual impairment of DKK 216.8 million.

At end-2016, the impaired claims represented 7.6% of total credit ex-
posure compared with 8.1% in 2015.

In 2016, the total impairment account/discount account fell by DKK 
7.3 million. This development breaks down into a decline of DKK 58.2 
million on the discount balance, and an increase on the impairment 
balance of DKK 50.9 million.

		  xx

20152016

SPAR NORD’S CREDIT RISK MITIGATION BY VIRTUE OF COLLATERAL

Properties

Custody accounts /securities

Guarantees /sureties

Vehicles

Cash

Other collateral

Other collateral, total

Spec. secured trans. (mortgage-credit inst. guarantees)

Total collateral accepted, excl. Spar Nord Leasing

Collateral accepted, Spar Nord Leasing

Total

	 14,246.4	 13,779.5

	 7,319.0	 5,043.5

	 486.7	 370.7

	 655.8	 708.8

	 507.8	 511.1

	 4,092.7	 3,690.0

	 27,308.4	 24,103.6

	 5,926.9	 3,785.9

	 33,235.3	 27,889.5

	 1,675.1	 1,218.0

	 34,910.4	 29,107.5
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	 9.4	 10.7
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	 12,913.2	  55.4 	

	 953.2	  4.1 	

	 3,757.3	  16.1 	

	 2,434.3	  10.4 	

	 3,253.3	  14.0 	

	 23,311.3	  100.0 	

	 12,166.2	  54.3 	

	 922.5	  4.1 	

	 3,498.1	  15.6 	

	 2,874.1	  12.9 	

	 2,934.6	  13.1 	

	22,395.5	  100.0 	
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Insolvent liquidation and bankruptcy

Debt collection and restructuring, etc.

Other financial difficulties

Individual impairment, total

Groups of impairment losses in Spar Nord

Imp. account and discount on exposures taken over

 

Individually
value-adjusted

Individually
value-adjusted

	 199.3	 142.2

	 188.9	 125.5

	 3,827.3	 1,588.9

	 4,215.5	 1,856.6

		

		  123.6

		  1,980.2

Exposure

Exposure

2015
DKK m

2016
DKK m

	 101.4	 72.7

	 255.8	 156.9

	 3,641.5	 1,620.4

	 3,998.7	 1,850.0

		

		  137.5

		  1,987.5

	 Figure 6.29

	 36.8	 99.6	 259.9	 99.7

	 1,141.6	 33.6	 1,130.6	 32.7

	 46.3	 43.3	 53.8	 52.9

	 912.9	 34.4	 882.4	 35.1

	 536.2	 30.7	 636.7	 31.8

	 711.3	 36.9	 629.9	 41.2

	 1,848.1	 47.9	 1,766.7	 49.9

	 488.4	 29.2	 486.9	 31.9

	 93.2	 47.4	 61.5	 49.9

	 1,779.6	 19.7	 1,671.4	 26.6

	 2,443.9	 40.3	 2,634.9	 47.2

	 1,192.5	 45.0	 1,389.4	 54.2

	 11,230.8	 33.7	 11,604.1	 38.9

	 9,518.7	 42.6	 8,900.4	 44.9

	 20,749.5	 37.3	 20,504.5	 41.3

	 Figure 6.27

LIne of business %DKK m%DKK m
2016 2015

SPAR NORD’S UNSECURED SHARE OF CREDIT EXPOSURE

Public authorities

Agriculture, hunting and forestry

Fisheries

Industry and raw materials extraction

Energy supply

Building and construction

Trade

Transport, hotels and restaurants

Information and communication

Financing and insurance

Real estate

Other business areas

Business customers, total

Retail customers, total

Total
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	 Figure 6.30

Public authorities
Agriculture, hunting and forestry
Fisheries
Industry and raw materials extraction
Energy supply
Building and construction
Trade
Transport, hotels and restaurants
Information and communication
Financing and insurance
Real estate
Other business areas
Business customers, total
Retail customers, total
Total

	 Figure 6.31a

	 0.0	 0.0	 0.0
	 755.1	 0.0	 755.1
	 2.0	 0.0	 2.0
	 50.9	 4.5	 46.4
	 28.2	 0.0	 28.2
	 59.2	 2.5	 56.7
	 84.4	 1.4	 83.0
	 63.5	 0.8	 62.7
	 7.0	 1.2	 5.8
	 113.4	 15.6	 97.8
	 336.0	 57.9	 278.1
	 91.3	 8.7	 82.6
	 1,591.0	 92.6	 1,498.4
	 389.2	 10.7	 378.5
	 1,980.2	 103.3	 1,876.9

	 Figure 6.32

DEVELOPMENT IN PROFIT IMPACT FROM LOSSES AND IMPAIRMENT
OF LOANS, ADVANCES AND GUARANTEES - BY INDUSTRY
DKK m
Public authorities
Agriculture, hunting and forestry
Fisheries
Industry and raw materials extraction
Energy supply
Building and construction
Trade
Transport, hotels and restaurants
Information and communication
Financing and insurance
Real estate
Other business areas
Business customers, total
Retail customers, total
Total

	 2016	 2015
	 0.0	 0.0
	 121.2	 310.4
	 -0.1	 0.3

	 -6.0	 4.3
	 15.0	 8.7
	 9.0	 -25.6
	 12.0	 -5.2
	 18.1	 -31.0
	 2.5	 0.4
	 12.3	 -13.8
	 42.6	 37.8
	 20.3	 -13.9
	 246.9	 272.4
	 -4.5	 43.2
	 242.4	 315.6

Credit Risk

	 0,0	 0,0	 0,0
	 1.482,0	 755,0	 130,9
	 4,4	 1,7	 0,0
	 163,3	 54,4	 24,5
	 18,3	 11,3	 6,9
	 168,3	 56,6	 20,8
	 220,0	 86,7	 17,1
	 137,8	 42,8	 23,6
	 0,7	 0,7	 1,9
	 106,3	 60,8	 31,4
	 819,9	 313,0	 150,0
	 123,7	 70,0	 42,7
	 3.244,7	 1.453,0	 449,8
	 754,0	 397,0	 162,4
	 3.998,7	 1.850,0	 612,2

 

Groups of impairment losses are recognized when objective  
evidence shows that expected future losses exceed the loss  
expected upon loan establishment. Accordingly, in addition to  
objective evidence for a group, group impairment losses are  
basically recognized when customers are transferred to groups with 
a higher credit risk exposure.

Total group impairment losses of DKK 123.6 million break down into 
losses of DKK 22.1 million on retail customers and DKK 101.5 million 
on business customers, of which DKK 60.7 million is attributable to 
agricultural customers.

The impact on Spar Nord’s profits from impairment amounted to an 
expense of DKK 242.4 million in 2016, equal to 0.4% of total loans, 
advances and guarantees.

The impact on profits breaks down into DKK -4.5 million attributa-
ble to retail customers, equal to a profit impact ratio of 0.0%, and 
DKK 121.1 million in respect of agricultural customers, equal to a prof-
it impact ratio of 3.6%. The profit impact attributable to business 
customers, excluding the agricultural sector, amounted to DKK 125.8 
million, equal to a profit impact ratio of 0.4%.

Spar Nord’s rating systems constitute the primary source of the 
breakdown into groups and the recognition of OEI by group. Expo-
sures such as doubtful loans – loans for which interest accruals have 
been suspended because full collection of the principal is unlikely or 
because no interest has been paid for an extensive period of time 
– are subject to special scrutiny, and if repayment is considered 
doubtful and loss unavoidable, the exposure is categorized as par-
tially or fully impaired and uncollectible. No interest is recognized on 
the part of exposures that has been written down for impairment.

Exposures for which interest accrual has been suspended dropped 
from DKK 514.2 million at end-2015 to DKK 443.4 million at end-2016.

Forbearance
A loan facility is defined as being subject to forbearance if the con-
ditions regarding interest payments and/or repayments have been 
relaxed on account of the borrower’s financial difficulties, or if the 
loan has been refinanced on more lenient terms.

SPAR NORD’S MOVEMENTS IN LOSSES AND INDIVIDUAL IMPAIRMENT 
2015

Public authorities
Agriculture, hunting and forestry

Fisheries
Industry and raw materials extraction
Energy supply
Building and construction
Trade
Transport, hotels and restaurants
Information and communication
Financing and insurance
Real estate
Other business areas
Business customers, total
Retail customers, total
Total

Recognized
losses

Impairment
account/

discount *)

Loans, advances
and guarantees

Past due
and impaired

 
DKK m

SPAR NORD’S MOVEMENTS IN LOSSES AND INDIVIDUAL IMPAIRMENT 
2016 
 

Public authorities
Agriculture, hunting and forestry
Fisheries
Industry and raw materials extraction
Energy supply
Building and construction
Trade
Transport, hotels and restaurants
Information and communication
Financing and insurance
Real estate
Other business areas
Business customers, total
Retail customers, total
Total

	

	 0.0	 0.0	 0.0
	 1,280.4	 694.6	 226.1	
	 4.4	 1.8	 0.2
	 102.8	 44.4	 4.3
	 52.4	 25.3	 1.0
	 197.1	 56.4	 13.1
	 205.4	 77.2	 12.1
	 158.3	 60.6	 2.8
	 17.1	 6.6	 0.0
	 225.4	 110.4	 7.1
	 994.4	 325.3	 50.8
	 171.2	 86.9	 18.5
	 3,408.9	 1,489.5	 336.0
	 806.6	 367.1	 85.1
	 4,215.5	 1,856.6	 421.1

Recognized
losses

Impairment
account/

discount *)

Loans, advances
and guarantees

Past due
and impaired

 
DKK m

*)	� Spar Nords total value adjustments should be suppl. by groups of impairment losses in 
the amount of DKK 123.6 million (2015: DKK 137.5 million. Including portfolie impairment of 
small retail customers with exposures of less than DKK 250,000 and SparExpres.

DIFFERENCE BETWEEN IMPAIRMENT FOR ACCOUNTING PURPOSES 
AND TOTAL IMPAIRMENT IN THE RISK REPORT

Spar Nord - 2016
Line of business - DKK m

Impairment
account/discount

Discount on
esposures taken 

over
Impairment

account

	 Figure 6.31b

Public authorities
Agriculture, hunting and forestry
Fisheries
Industry and raw materials extraction
Energy supply
Building and construction
Trade
Transport, hotels and restaurants
Information and communication
Financing and insurance
Real estate
Other business areas
Business customers, total
Retail customers, total
Total

	 0.0	 0.0	 0.0
	 832.6	 1.1	 831.5
	 2.1	 0.0	 2.1
	 57.2	 6.5	 50.7
	 13.7	 0.0	 13.7
	 59.6	 2.7	 56.9
	 92.1	 1.0	 91.1
	 45.3	 1.1	 44.2
	 0.9	 0.0	 0.9
	 63.2	 14.7	 48.5
	 321.3	 92.5	 228.8
	 72.9	 17.0	 55.9
	 1,560.9	 136.6	 1,424.3
	 426.6	 24.9	 401.7
	 1,987.5	 161.5	 1,826.0   

DIFFERENCE BETWEEN IMPAIRMENT FOR ACCOUNTING PURPOSES 
AND TOTAL IMPAIRMENT IN THE RISK REPORT

Spar Nord - 2015
Line of business - DKK m

Impairment
account/discount

Discount on
esposures taken 

over
Impairment

account
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At Spar Nord, forbearance is considered objective evidence of im-
pairment (OEI), and the terms are deemed to have been relaxed if 
business customers with OEI are granted an interest rate of less than 
3%. For retail customers, the terms are considered to have been re-
laxed if they are granted an interest rate of less than 3.5%. Moreover, 
repayment terms are considered to be relaxed for retail customers if 
the term to maturity exceeds 20 years. The terms of a home loan will 
typically have been fixed prior to any OEI and will therefore not be 
included for the purpose of identifying facilities with relaxed terms, 
regardless of whether the above criteria have been met.
 
Non-performing loans (NPL) are defined as the category of ex-
posures that are in default (in terms of the Basel criteria) and/or 
impaired, i.e. exposures towards customers whose balances have 
been written off, written down or are past due by 90 days.

The figure below shows a breakdown of loans and advances for 
which the terms have been relaxed. 

At end-2016, the impairment and discount account amounted to 
DKK 1,980.2 million, equal to 3.6% of loans, advances and guaran-
tees, compared with 4.0% at end-2015.

6.8.1 AGRICULTURE
Loans, advances and guarantees to agricultural customers 
amounted to DKK 3.4 billion, equal to 6% of Spar Nord’s total loans, 
advances and guarantees. Of this amount, leasing loans account 
for DKK 0.4 billion and guarantees for DKK 0.1 billion.

The figure below shows developments in credit quality among ag-
ricultural customers at Spar Nord’s local banks in the period from 
2014 to 2016.

As appears from the figures, the average credit quality improved 
during 2016. The improvement in 2016 is primarily attributable to a 
reduction in exposures in default.

The impact on profits from impairment of agricultural loans amount-
ed to DKK 121.2 million in 2016 compared with DKK 310.4 million in 
2015.

The impairment losses stemmed primarily from cattle producers in 
2016. Cattle producers are still affected by low settlement prices on 
milk, which did however rise during 2016.

Spar Nord’s total impairment of agricultural loans amounted to DKK 
755.1 million at end-2016, equal to 22.2% of Spar Nord’s total loans, 
advances and guarantees to the industry.

 
AVERAGE RISK LEVEL - AGRICULTURE *) 

Average risk group

2016

	 6.0		  6.6		  6.3

20152014

	 Figure 6.37*)	 Exposure after impairment

SPAR NORD’S MOVEMENTS IN LOSSES AND VALUE ADJUSTMENTS
AND NON-ACCRUAL LOANS  

Loans, advances and guarantees, gross, year-end

Losses and impairment for the year, total

- in % of loans, advances and guarantees

Impairment account and discount on exposures 
taken over

- in % of loans, advances and guarantees

Contractual non-accrual loans, year-end

- in % of loans, advances and guarantees

Impairment account and discount on exposures 
taken over in % of non-accrual loans

2015

	 55,659.9	 49,612.0

	 242.4	 315.6

	 0.4	 0.6

	 1,980.2	 1,987.5

	 3.6	 4.0

	 443.4	 514.2

	 0.8	 1.0

	 446.6	 386.5

2016
 
DKK m

	 Figure 6.35

Credit Risk

LOANS AND ADVANCES SUBJECT TO FORBEARANCE 2016  

DKK m

Non-Performing

Performing

Total

 

	 Business	 Agricultural	 Retail	
	customers	 customers	 customers	 Total

	 591.3	 616.6	 186.5	 1,394.4

	 84.7	 5.4	 22.1	 112.2

	 676.0	 622.0	 208.6	 1,506.6

LOANS AND ADVANCES SUBJECT TO FORBEARANCE 2015

DKK m

Non-Performing

Performing

Total

 

	 Business	 Agricultural	 Retail	
	customers	 customers	 customers	 Total

	 582.2	 524.8	 244.2	 1,351.2

	 123.2	 26.6	 22.8	 172.6

	 705.4	 551.4	 267.0	 1,523.8

	 Figure 6.33

 
DKK m

	 Figure 6.34

2015

		

	 423.8	 614.2

	

	 -312.8	 -448.8

	 111.0	 165.4

		

	 650.0	 655.2

	 -291.3	 -299.5

	 -65.0	 -83.4

	 293.6	 272.3

		

	 -115.9	 -67.2

		

	 288.7	 370.5

	 3.3	 2.9

		

	 292.0	 373.4

		

	 292.0	 373.4

	

	 49.6	 57.8

	 242.4	 315.6

2016

SPAR NORD’S LOSSES AND IMPAIRMENT ON LOANS, ADVANCES AND 
GUARANTEES

Losses, incl. losses covered by provisions/impairment  
and impairment losses taken over

Covered by provisions/impairment and impairment  

losses taken over

Losses not covered by provisions/impairment

 

New provisions/impairment, excl. sector-wide solutions

Reversal of provisions/impairment

Interest on impaired loans and advances taken to income

Provisions/impairment, net

 

Recoveries of loans written off as uncollectible

 

Losses and provisions/impairment for the year

Other losses

 

Losses and provisions/impairment for the year, total

 

Total amount recognized in the income statement

Adjustment of discount on exposures  

taken over from Sparbank

Impact on income statement

 

 Figure 6.36

AGRICULTURAL EXPOSURE BY RATING GROUP *)
(%)

40

30

20

10

0

	 2014 	 2015 	 2016

Not
rated

Default98765431 2

*) Excl. leasing
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The figures below show Spar Nord’s agricultural loans and impair-
ment related to agricultural exposures, broken down by production 
lines.

Spar Nord pursues the principle that if agricultural customers fail to 
deliver positive returns at the breakeven prices fixed by Spar Nord 
of DKK 9.50/kg (without supplementary payment) for pork, and DKK 
2.20/kg for milk (without supplementary payment), this is defined as 
OEI. Breakeven prices are calculated based on financing at a 4% 
average interest rate for all the interest-bearing debt, regardless of 
the concrete financing chosen. If realistic budgets cannot be drawn 
up on these conditions, the exposure will be subjected to an impair-
ment calculation.

Spar Nord anticipates that in 2017 the settlement prices for milk will 
increase compared with the average prices for 2016, and that pork 
settlement prices will be on a par with the prices fetched in 2016.

Spar Nord’s calculation of collateral values of agricultural properties 
is in accordance with the Danish Financial Supervisory Authority’s 
most recent guidelines, which means that the land values in Spar 
Nord’s market area range between DKK 125,000 and DKK 160,000 
per hectare.

Farm buildings are assessed in relation to their age, condition, etc. 
Farm buildings are measured at their fair value, which means that 
obsolete buildings are measured at DKK 0.

Other agricultural assets such as livestock, stocks, equipment, etc. 
are recognized at 80% of their carrying amount.

A 5% haircut is applied to all of the above-mentioned values.

6.9 CREDIT RISK EXPOSURE TO FINANCIAL COUNTERPARTIES
As part of its trading in and holding of securities, foreign currency 
and derivative instruments and its payment services, etc., Spar Nord 
will experience credit risk exposure to financial counterparties.

Spar Nord’s Management allocates lines for credit risk exposure to 
financial counterparties, based on the particular counterparty’s risk 
profile, rating, size and solvency. The risks and lines of financial in-
struments are monitored on a day-to-day basis.

A major source of financial credit risk is Spar Nord’s balances with 
credit institutions. The credit risk relates to international credit insti-
tutions, for which Spar Nord has provided cash collateral for finan-
cial transactions, or Danish credit institutions with which Spar Nord’s 
Trading, Financial Markets & the International Division has customer 
relations.

 

87.5% of Spar Nord’s receivables from credit institutions concerns 
banks with an A rating or higher. Of the total receivables from credit 
institutions in the amount of DKK 2.5 billion, 58.9% is attributable to 
exposures with an AAA rating. Balances with unrated credit institu-
tions are attributable primarily to Danish credit institutions.

 

AGRICULTURAL IMPAIRMENT BY PRODUCTION LINE

Cattle producers

Pig producers

Plant cultivation

Mink farmers

Leasing

Other production lines

Total

2016
DKK m / %

	 425.2	 102.5	 38.2	 62.1

	 247.9	 -0.3	 31.0	 59.9

	 49.9	 6.5	 7.3	 48.6

	 16.0	 10.8	 14.0	 38.6

	 1.9	 -0.1	 0.5	 11.4

	 14.2	 1.8	 4.4	 68.6

	 755.1	 121.2	 22.2	 59.0

Impairment
ratio on

exposure

Impair-
ment for
the year

Impair-
ment

balance

                                                                       Figure 6.39

AGRICULTURAL EXPOSURE BY PRODUCTION LINE

Cattle producers

Pig producers

Plant cultivation

Mink farmers

Leasing

Other production lines

Total

Share
impaired

2016
DKK m/%

	

	 1,112.7	 685.0	 61.6

	 798.8	 414.0	 51.8

	 685.3	 102.6	 15.0

	 114.1	 41.4	 36.3

	 361.3	 16.6	 4.6

	 321.8	 20.7	 6.4

	 3,394.0	 1,280.3	 37.7

                                                                       Figure 6.38

Of which
impaired

Loans,
advances and

guarantees

Share
impaired

	 1,452.7	 1,340.6	 58.9	 42.3

	 192.0	 628.7	 7.8	 19.9

	 511.7	 909.4	 20.8	 28.7

	 203.7	 173.8	 8.3	 5.5

	 1.9	 1.5	 0.1	 0.0

	 0.0	 0.0	 0.0	 0.0

	 0.0	 0.0	 0.0	 0.0

	 0.0	 0.0	 0.0	 0.0

	 0.0	 0.0	 0.0	 0.0

	 102.1	 114.2	 4.1	 3.6

	 0.0	 0.4	 0.0	 0.0

	 2,464.1	 3,168.6	 100.0	 100.0

RECEIVABLES FROM CREDIT INSTITUTIONS
BY RATING

AAA

AA

A

BBB

BB

B

CCC

CC

C

Unrated

Unallocated

Receivables from credit institutions

2015DKK m / % 20152016

 Figure 6.41

2016

Credit Risk

	 0.0	 0.0	 0.0	 0.0

	 1,452.8	 1,340.6	 58.9	 42.3

	 73.0	 50.0	 3.0	 1.6

	 0.0	 6.5	 0.0	 0.2

	 125.9	 303.7	 5.1	 9.6

	 527.1	 1,020.2	 21.4	 32.2

	 0.0	 20.3	 0.0	 0.6

	 285.3	 427.3	 11.6	 13.5

	 2,464.1	 3,168.6	 100.0	 100.0

RECEIVABLES FROM CREDIT INSTITUTIONS
BY PRODUCT TYPE

Certificates of deposit

Reverse repo transactions

Deposits and unlisted bonds

Subordinated loans

Current accounts

CSA accounts, etc.

Commercial foreign business

Market value, derivatives

Receivables from credit institutions

2015DKK m/% 20152016

 Figure 6.40

 2016
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6.10 COUNTERPARTY RISK
Counterparty risk is the risk of loss because a financial counter- 
party or an institutional customer defaults on its obligations under 
a financial contract. In addition, settlement risks may arise when  
financial contracts are concluded and settled, as principals in  
different currencies are not necessarily exchanged at the same time 
or securities are not received simultaneously with the appropriate 
payment.

Utilization of lines with respect to financial contracts is calculated on 
a gross basis as weighted principals of all transactions concluded, 
to which is added the sum of all positive market values, whereas 
negative market values are not offset. The size of principal weight-
ing for the individual financial transactions is calculated based on 
the volatility of the interest rate and the currency, and due con-
sideration is paid to the term to maturity of the specific financial 
transaction.

Spar Nord’s business procedures specify the maximum term to ma-
turity for the individual financial transactions, and compliance is fol-
lowed up on a daily basis, as is compliance with the authorized lines.
In connection with authorizing and coding lines, a check is  
performed to verify whether the coded lines accord with the  
authorization details, and additionally Spar Nord has a controller 
department that conducts random sampling of compliance as 
concerns authorization of lines, procedures and business routines.

In regulatory terms, counterparty risk is calculated according to the 
market-value approach without netting. The difference between 
the value for accounting purposes and the regulatory value is  
attributable to the add-on of potential future credit exposure that 
is included in the regulatory calculation.

6.10.1 COUNTERPARTY RISK AGAINST CUSTOMERS
Customers’ trading in financial instruments forms part of the autho- 
rization of credit for the individual customer. The credit responsibility 
for such transactions is decentralized in accordance with the credit 
authorization powers of the respective customer advisers, and the 
day-to-day follow-up on/monitoring of the granted lines is per-
formed decentrally by the relevant customer advisers on an equal 
footing with the follow-up on/monitoring of other granted credits/

lines. The establishment procedures in connection with transactions 
are executed centrally. 

6.10.2 COUNTERPARTY RISK AGAINST FINANCIAL AND  
INSTITUTIONAL CUSTOMERS
Before lines are granted to financial counterparties and institution-
al customers, a thorough credit assessment is made of the finan-
cial counterparties/institutional customers based on the financial 
statements of the individual credit institution/institutional customer. 
As concerns foreign and major Danish credit institutions, attention 
is also paid to how the credit institutions are rated by international 
rating bureaus, such as Standard & Poor’s, Fitch or Moody’s.

6.10.3 FRAMEWORK AND COLLATERAL AGREEMENTS
To mitigate counterparty risk, Spar Nord concludes framework, net-
ting and collateral agreements to the extent possible. As concerns 
small Danish credit institutions, such agreements will be based 
on the framework agreement prepared by Finans Danmark for  
forex and securities transactions, and when assessed to be neces-
sary, also a collateral agreement, according to which it is agreed 
that if the net market value of the concluded financial contracts  
exceeds an individually fixed maximum for each credit institution, then  
appropriate collateral must be furnished, in most cases by way of 
cash deposits.

For foreign and large Danish credit institutions and institutional 
customers, netting and framework agreements will be based on 
the international ISDA Master Agreements, often with associated 
agreements, viz. Credit Support Annexes (CSA), according to which 
it is agreed that if the net market value of the concluded financial 
contracts exceeds an individually fixed maximum for each agree-
ment, then collateral will have to be exchanged, most frequently by 
way of cash deposits in EUR or DKK.

In addition, Global Master Repurchase Agreements (GMRA) and 
Global Master Securities Lending Agreements (GMSLA) will be con-
cluded to secure repo and reverse repo transactions and share loan 
transactions.

Both Danish and foreign collateral agreements are followed up on a 
daily basis, as are exchanges of collateral in step with fluctuations 
in the market values of the transactions concluded. In addition, to 
the widest extent possible, Spar Nord settles transactions via CLS, 
VP or Euroclear, which serves to minimize settlement risks as much 
as possible.

Spar Nord is an indirect member of London Clearing House via  
selected clearing brokers, and expects to regularly clear a large 
share of the clearing-approved transactions.

In conclusion, it should be noted that efforts are ongoing at Spar 
Nord to be ready to implement new margin rules. As part of these 
efforts, Spar Nord expects to conclude new agreements with coun-
terparties, with whom we do business in non-cleared OTC deriva-
tives.

6.11 ECAI
Spar Nord has appointed Standard & Poor’s Ratings Services as 
the supplier of credit rating information for countries, counterparties 
and issuances.

COUNTERPARTY RISK - ACCOUNTING EXPOSURE

Derivates with positive market value

Netting

Exposure after netting

Collateral received

Exposure after netting and collateral

 

2015DKK m

	 1,284.2	 1,423.6

	 249.8	 387.9

	 1,034.4	 1,035.7

	 13.3	 0.0

	 1,021.1	 1,035.7

2016

	 Figure 6.42

	 7.3	 0.0

	 45.4	 0.0

	 279.2	 447.8

	 951.5	 849.4

	 1,159.3	 964.4

	 47.2	 43.8

	 6.1	 11.8

	 16.7	 30.6

	 2,512.8	 2,347.8

DKK m 

COUNTERPARY RISK - REGULATORY EXPOSURE

Public-sector entities

Exp. secured by mortgages on imm. property

Retail

Corporates

Institutions

Regional or local authorities

High-risk exposures

Exp. in default

Total

 

20152016

	 Figure 6.43

Credit Risk
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Rating information is used as an integral part of the dataflow at 
Spar Nord’s data processing centre, which receives external credit 
ratings from Standard & Poor’s Ratings Services via SIX Financial. An 
IT update of credit rating from Standard & Poor’s Ratings Services is 
undertaken on an ongoing basis.

The conversion of credit rating classes to credit quality steps is 
based on the conversion table issued by the Committee of Euro-
pean Banking Supervisors (CEBS). The individual credit quality steps 
are accorded a weighting to be used for the exposures on the indi-
vidual credit quality steps when calculating the total risk exposure 
according to the standardized approach for credit risks pursuant to 
Articles 111-134 of the CRR.

The figure below shows the mapping used by Standard & Poor’s 
Ratings Services for credit quality steps.

6.12 SPAR NORD’S TOTAL CREDIT EXPOSURE IN RELATION 
TO SOLVENCY RATIO 
The total credit exposure is the sum total of:

•	 Loans, advances and receivables
•	 Guarantees
•	 Unutilized credit limits
•	 Credit commitments
•	 Equity investments in companies
•	 Non-current assets
•	 Intangible assets
•	 Other property, plant and equipment
•	 Counterparty risk

A total statement of Spar Nord’s credit exposure shows an exposure 
of DKK 87.0 billion. This calculation corresponds to Spar Nord’s credit 
risk, which is treated according to the standardized approach.

In general, exposures rose by DKK 8.5 billion in 2016, equal to an 11% 
increase. Measured on the basis of average figures, this amounts to 
an increase of DKK 4.1 billion, equal to 5%.

Spar Nord’s credit exposure is predominantly limited to Denmark. 
In 2016, debtors based in Denmark accounted for more than 93% of 
Spar Nord’s credit exposure.

The geographical spread is shown in the figure below.

ECAI EXPOSURE BEFORE AND AFTER DEDUCTIONS - 2016

Institutions

Exp. with short-term rating

Exposure in units or CIU

Other exposures

Total

Exposure after
ECAI risk weightingDKK m

		  2,567.8		  541.8

		  67.6		  13.5

		  0.0		  0.0

		  0.0		  0.0

		  2,635.4		  555.3

Exposure
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	 325.4	 288.9	 749.5	 2,941.3

	 1,290.0	 1,287.7	 1,737.7	 1,496.3

	 189.2	 94.0	 159.2	 79.7

	 5,461.1	 6,916.2	 8,476.4	 10,778.3

	 30,072.9	 24,143.0	 27,602.7	 22,288.9

	 39,127.9	 35,410.9	 37,895.4	 35,667.4

	 5,838.3	 4,870.9	 5,624.5	 4,298.1

	 749.8	 1,641.5	 938.9	 1,601.1

	 1,090.3	 886.3	 782.0	 1,015.7

	 0.0	 7.7	 25.2	 126.1

	 2.6	 4.8	 2.5	 6.5

	 1,071.5	 1,264.3	 1,525.2	 1,205.8

	 1,776.4	 1,657.6	 1,791.5	 1,711.5

	 86,995.4	 78,473.8	 87,310.5	 83,216.5

TOTAL CREDIT EXPOSURE

Central gov. or central banks

Regional or local authorities

Public-sector entities

Institutions

Corporates

Retail

Exp. secured by mortg. on imm. prop.

Exp. in default

High-risk exposures

Exp. with short-term rating

Exp. in units or CIU

Equity exposure

Other exposures

Total

 

Average
2015

Average
2016DKK m

Year-end
2015

Year-end
2016
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EXPOSURE CATEGORIES BY 
COUNTRY

Central gov. or central banks

Regional or local authorities

Public-sector entities

Institutions

Corporates

Retail

Exp. secured by mortg. on imm. prop.

Exp. in default

High-risk exposures

Exp. with short-term rating

Exp. in units or CIU

Equity exposure

Other exposures

Total

 

			   Rest of	 Rest of				    Rest of	 Rest of
	 Denmark	 EU	 Europe	 the world	 Total	 Denmark	 EU	 Europe	 the world	 Total

	 325.4	 0.0	 0.0	 0.0	 325.4	 288.9	 0.0	 0.0	 0.0	 288.9

	 1,290.0	 0.0	 0.0	 0.0	 1,290.0	 1,287.7	 0.0	 0.0	 0.0	 1,287.7

	 189.2	 0.0	 0.0	 0.0	 189.2	 94.0	 0.0	 0.0	 0.0	 94.0

	 4,426.1	 1,000.9	 19.0	 15.1	 5,461.1	 4,337.6	 2,357.2	 0.0	 221.4	 6,916.2

	 25,426.7	 2,278.8	 496.6	 1,870.8	 30,072.9	 21,229.3	 180.3	 439.6	 2,293.8	 24,143.0

	 38,810.1	 146.4	 50.0	 121.4	 39,127.9	 34,980.7	 235.9	 0.0	 194.3	 35,410.9

	 5,799.1	 16.2	 8.4	 14.6	 5,838.3	 4,830.7	 16.3	 0.0	 23.9	 4,870.9

	 725.6	 15.3	 6.2	 2.7	 749.8	 1,618.7	 16.6	 0.0	 6.2	 1,641.5

	 1,086.0	 4.1	 0.0	 0.2	 1,090.3	 886.3	 0.0	 0.0	 0.0	 886.3

	 0.0	 0.0	 0.0	 0.0	 0.0	 0.6	 0.0	 0.0	 7.1	 7.7

	 0.0	 2.6	 0.0	 0.0	 2.6	 4.8	 0.0	 0.0	 0.0	 4.8

	 1,063.6	 7.8	 0.0	 0.1	 1,071.5	 1,193.3	 71.0	 0.0	 0.0	 1,264.3

	 1,776.3	 0.0	 0.0	 0.1	 1,776.4	 1,657.6	 0.0	 0.0	 0.0	 1,657.6

	 80,918.1	 3,472.1	 580.2	 2,025.0	 86,995.4	 72,410.2	 2,877.3	 439.6	 2,746.7	 78,473.8

2016	 2015
				  

Figure 6.48

Credit Risk

	 1

	 2

	 3

	 4

 

Business
%Credit quality steps

	 A-1+ to A-1		  20	 20

	 A-2		  50	 50

	 A-3		  100	 100

	 Under A-3		  150	 150

**) Credit Classes (Short-term)	 Figure 6.45

Institutions
%S&P’s **)

CREDIT QUALITY STEPS AND RATING

	 1

	 2

	 3

	 4

	 5

	 6

 

Central
gov.

%Credit quality steps

	 AAA to AA-	 20	 20	 0

	 A+ to A-	 50	 50	 20

	 BBB+ to BBB-	 50	 100	 50

	 BB+ to BB-	 100	 100	 100

	 B+ to B-	 100	 150	 100

	 CCC+ under	 150	 150	 150

Institu-
tions

%

*) Credit Classes (Long-term)	 Figure 6.44

Business
and CIU

%S&P’s *)
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DKK m
	 17,920.8	 13,066.9

	 14,478.2	 11,733.5

	 1,332.5	 977.3

	 0.0	 102.3

	 0.0	 1.5

	 33,731.5	 25,881.5

2016 2015

	 Figure 6.50

EXPOSURES TO SMEs

Corporates

Retail

Exp. secured by morg. on imm. prop.

Exp. in default

Equity exposure

Total

CREDIT RISK MITIGATION BY VIRTUE 
OF COLLATERAL

Central gov. or central banks

Regional or local authorities

Public-sector entities

Institutions

Corporates

Retail

Exp. secured by mortg. on imm. prop.

Exp. in default

High-risk exposures

Exp. with short-term rating

Exp. in units or CIU

Equity exposure

Other exposures

Total

 

DKK m

	 0.0	 0.0	 0.0	 0.0

	 0.0	 0.0	 0.0	 0.0

	 0.0	 0.0	 0.0	 0.0

	 0.0	 2,732.2	 0.0	 3,461.7

	 108.2	 6,910.8	 427.3	 5,274.8

	 60.0	 546.8	 114.6	 842.0

	 4.4	 12.1	 0.0	 0.0

	 13.9	 17.7	 9.1	 18.0

	 0.4	 70.7	 4.2	 22.2

	 0.0	 0.0	 0.0	 0.0

	 0.0	 0.0	 0.0	 0.0

	 0.0	 0.0	 0.0	 0.0

	 0.0	 0.0	 0.0	 0.0

	 186.9	 10,290.3	 555.2	 9,618.7

	 Figure 6.49

Other 
financial

collateral

Exp. 
covered by
guarantee

2016
Other 

financial
collateral

Exp. 
covered by
guarantee

2015

Credit Risk

A major share of Spar Nord’s business exposure is towards small 
and medium-sized enterprises (SMEs). At end-2016, the exposure to 
SMEs represented 39% of the total exposure.

In addition, the sharp rise in SME exposures may be explained by 
a new approach to flagging SMEs after the migration to the BEC 
data processing centre. The change has no major impact on the 
risk exposure.
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7. Market Risk

Market risk is an umbrella heading for the risk of loss caused by  
fluctuations in exchange rates or prices for financial instruments.

Market risks can be broken down into:

•	 Interest-rate risk
•	 Foreign-exchange risk
•	 Equity risk
•	 Commodity risk
•	 Option risk
•	 Risks relating to own properties

Spar Nord deals and takes positions in products that hold a num-
ber of market-based risks. Most of Spar Nord’s activities regarding 
trading and position-taking comprise relatively simple products, 
of which interest-based products are the most traded ones. Spar 
Nord also deals and takes positions in listed shares and foreign-ex-
change instruments, whereas trading in commodities is very limited. 

7.1 MARKET RISK POLICY 
As discussed in section 3. Risk Management, Spar Nord’s Board of 
Directors determines the overarching policies, frameworks and prin-
ciples for risk governance. Some of the policies are concerned with 
identifying and estimating various types of market risk. The frame-
works support the general proclivity to assume risks and indicate 
specific limits on the extent of risk Spar Nord is ready to assume. The 
principles establish the methods to be used in calculating the vari-
ous risk targets. The Board of Directors receives continuous report-
ing on risk developments and the utilization of allocated risk limits.

For its management of market risks, Spar Nord has established a 
three-tier instruction hierarchy. At the first tier, the Board of Directors 
issues the definition of the limits for Spar Nord, which are delegated 
to the Executive Board. At the second tier, the Executive Board del-
egates limits to the other entities of Spar Nord, with Trading, Finan-
cial Markets & the International Division being the distinctly largest 
entity. At the third and last tier, the executives of Trading, Financial 
Markets & the International Division are granted the limits within 
which they may operate.

7.2 MANAGEMENT, MONITORING AND REPORTING 
The Finance & Accounts Department is responsible for estimating, 
monitoring, controlling and reporting market risks. Market risk is cal-
culated for the following purposes:

•	 Daily follow-up on individual business units
•	 Regular reporting to the Executive Board and the Board of  
	 Directors
•	 Reporting of regulatory capital

Market risks are controlled and monitored through an integrated 
risk management system, with day-to-day follow-up action taken 
with respect to all market risk categories for all units subject to in-
structions, and any failure to comply with instructions is reported 
upstream in the hierarchy.

7.3 DEVELOPMENTS IN 2016
In 2016, the net interest-rate risk was positive with an average of 
around DKK 80 to 85 million, which is slightly higher than in 2015. 
Compared with end-2015, the net interest-rate risk dropped by 
DKK 27.9 million to DKK 81.2 million at end-2016, which was primar-
ily caused by a reduction of the positive interest-rate risk in the  
trading book. The interest-rate risk in the banking book changed from  
DKK -16.3 million to DKK -3.5 million in 2016. 

The net portfolio of bonds was reduced by DKK 2.5 billion in 2016. 
The reduction of bonds with financial issuers and the increase in the 
portfolio of government bonds in 2016 stem from adjustments to the 
asset distribution as a result of LCR. Moreover, there was a decrease 
in the portfolio of mortgage-credit bonds.

In addition, there was a decrease in the foreign-exchange risk in 
2016 compared with 2015. 

Shares in the banking book were reduced by DKK 134.2 million in 
2016, which is due primarily to the sale of Spar Nord’s shareholding 
in SDC. 

The shares held in the trading book increased by DKK 69.1 million to 
DKK 211.4 million in 2016.

7.4 INTEREST-RATE RISK 
The interest-rate risk is the risk of loss due to fluctuating interest 
rates. The majority of Spar Nord’s interest-rate risks derive from ac-
tivities involving ordinary banking transactions, such as deposits 
and lending, as well as trading and position-taking in interest-re-
lated products. Most of these activities incorporate simple inter-
est-rate products such as interest swaps, bonds, futures and stan-
dard interest-rate options.

Spar Nord’s interest-rate risk both in the trading and banking 
books  is calculated on the basis of the duration and agreed cash 
flow. For managing Spar Nord’s portfolio of convertible Danish  
mortgage-credit bonds, Spar Nord uses model-based key risk  
indicators that provide for the inherent option element. As concerns 
interest-rate options, the above-mentioned key indicators are sup-
plemented by the most important risk factors expressing sensitivity 
of the option premium upon changes in the underlying parameters.

The interest-rate risk is assessed on a daily basis, and decisions are 
made in light of expectations for the macroeconomic situation and 
cyclical trends. Spar Nord converts the interest-rate risk in foreign 
currencies into Danish kroner and offsets the negative interest-rate 
risk against the positive one to calculate the net interest-rate risk.
 

Market Risk
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7.4.1 DEVELOPMENTS IN INTEREST-RATE RISK 
The figure below shows the total net interest-rate risk that Spar Nord 
will encounter if the interest rate rises 1 percentage point. This means 
that all yield curves are displaced parallel to each other.

Spar Nord’s net interest-rate risk was positive throughout 2016, 
which means that Spar Nord was exposed to an interest-rate drop 
in the market.

The figure below shows the impact of Spar Nord’s interest-rate risk 
on the equity in % when the yield curves are displaced upwards in 
parallel by 1 percentage point. A positive interest-rate risk will have 
a negative impact on equity.

In addition, Spar Nord calculates the interest-rate risk relative to 
duration and currency. This shows the risk of changes in a delimited 
time interval in the yield curve. The figure below shows the inter-
est-rate risk broken down on the individual time intervals, given an 
increase in the interest rate of 1 percentage point.

As appears from the figure, at end-2016 Spar Nord was primarily 
exposed to interest-rate risks in DKK, as was the case at end-2015.

7.4.2 INTEREST-RATE RISK IN THE TRADING BOOK 
The interest-rate risk attaching to positions in the trading book  
derives primarily from bonds, swaps and futures.

As appears from figure 7.4, the interest-rate risk attaching to the 
trading book amounted to DKK 84.7 million at end-2016, which is a 
DKK 40.7 million reduction of the positive net interest-rate risk com-
pared with end-2015.
 

DEVELOPMENT IN SPAR NORD’S NET INTEREST-RATE RISK
(DKK m)
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31.12.15

(%)

Market Risk

Total
1 year

- 3 years
3 years

- 7 years
Over

7 years
3 mths

- 1 year
Less than

3 mths

	 7.0	 21.2	 5.5	 19.0	 46.8	 99.5

	 0.6	 6.1	 -6.7	 -5.0	 10.5	 5.5

	 -0.2	 -1.0	 0.1	 4.1	 0.6	 3.6

	 0.0	 0.1	 0.1	 0.3	 0.0	 0.5

	 -0.1	 0.0	 0.0	 0.1	 0.0	 0.0

	 0.1	 -0.4	 -0.3	 0.0	 0.0	 -0.6

	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0

	 0.3	 -0.1	 0.7	 -0.3	 0.0	 0.6

	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0

	 7.7	 25.9	 -0.6	 18.2	 57.9	 109.1

INTEREST-RATE RISK BY DURATION AND CURRENCY 

DKK

EUR

USD

GBP

NOK

CHF

JPY

SEK

Other

Total

 

 

 

DKK	

EUR

USD

GBP

NOK

CHF

JPY

SEK

Other

Total

  	 Figure 7.3

2016
Currency, DKK m

2015
Currency, DKK m

	 12.8	 -7.8	 5.5	 13.5	 55.0	 79.0

	 2.7	 4.3	 -12.9	 -1.4	 7.2	 -0.1

	 1.4	 0.1	 0.4	 0.3	 0.0	 2.2

	 0.0	 0.0	 0.0	 0.1	 0.0	 0.1

	 -0.1	 0.0	 0.0	 0.0	 0.0	 -0.1

	 0.4	 -0.1	 0.0	 0.0	 0.0	 0.3

	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0

	 0.5	 -0.1	 -0.7	 0.1	 0.0	 -0.2

	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0

	 17.7	 -3.6	 -7.7	 12.6	 62.2	 81.2

Total
1 year

- 3 years
3 years

- 7 years
Over

7 years
3 mths

- 1 year
Less than

3 mths

INTEREST-RATE RISK IN THE TRADING BOOK

DKK

EUR

USD

Other

Total

 

DKK	

EUR

USD

Other

Total

 	 Figure 7.4

2016
Currency, DKK m

2015
Currency, DKK m

	 11.1	 -3.3	 8.4	 12.9	 53.6	 82.7

	 2.6	 4.3	 -12.9	 -1.5	 7.2	 -0.3

	 1.4	 0.1	 0.4	 0.3	 0.0	 2.2

	 0.9	 -0.2	 -0.8	 0.2	 0.0	 0.1

	 16.0	 0.9	 -4.9	 11.9	 60.8	 84.7

	 11.3	 28.5	 17.4	 15.1	 41.8	 114.1

	 1.5	 6.0	 -6.7	 -5.2	 10.5	 6.1

	 -0.3	 0.1	 0.3	 4.1	 0.6	 4.8

	 0.2	 -0.3	 0.5	 0.0	 0.0	 0.4

	 12.7	 34.3	 11.5	 14.0	 52.9	 125.4

Total
1 year

- 3 years
3 years

- 7 years
Over

7 years
3 mths

- 1 year
Less than

3 mths

Total
1 year

- 3 years
3 years

- 7 years
Over

7 years
3 mths

- 1 year
Less than

3 mths
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7.4.3 INTEREST-RATE RISK IN THE BANKING BOOK 
The interest-rate risk attaching to positions in the banking book  
derives from fixed-interest deposits and lending from ordinary 
banking transactions and interest-rate risk related to Spar Nord’s 
funding, incl. subordinated debt.

The figure shows the net interest-rate risk in the banking book, given 
an increase in the interest rate of 1 percentage point broken down 
by duration and currency. The negative interest-rate risk in Spar 
Nord’s banking book had decreased to DKK -3.5 million at end-2016, 
compared to DKK -16.3 million at end-2015. 

7.4.4 BOND PORTFOLIO 
Spar Nord’s bond portfolio is composed of 86.8% mortgage-credit 
bonds, 7.5% bonds from financial issuers, 1.9% from corporate bonds  
and 3.8% government bonds.

The overall reduction in the bond portfolio of about DKK 2.5 billion 
is composed of proceeds from the sale of mortgage-credit bonds 
worth a total of DKK 2.0 billion, and bonds from financial issuers 
dropped by DKK 0.6 billion, whereas government bonds increased 
by a total of DKK 0.2 billion.

At end-2016, 89.9% of the Spar Nord’s bond portfolio had an AA  
rating or better.
 

INTEREST-RATE RISK IN THE BANKING BOOK

DKK

EUR

Other

Total

 

DKK	

EUR

Other

Total

 	 Figure 7.5

2016
Currency, DKK m

	 1.7	 -4.4	 -3.0	 0.5	 1.4	 -3.8

	 0.0	 0.0	 0.1	 0.2	 0.0	 0.3

	 0.0	 0.0	 0.0	 0.0	 0.0	 0.0

	 1.7	 -4.4	 -2.9	 0.7	 1.4	 -3.5

	 -4.3	 -7.3	 -11.8	 3.9	 5.0	 -14.5

	 -0.9	 0.0	 0.1	 0.3	 0.0	 -0.5

	 0.1	 -1.1	 -0.3	 0.0	 0.0	 -1.3

	 -5.1	 -8.4	 -12.0	 4.2	 5.0	 -16.3

2015
Currency, DKK m

Denmark			  AAA	 11,984.3	 84.6

			   A	 103.8	 0.7

			   Unrated	 6.5	 0.0

Sweden			   AAA	 204.8	 1.5

				    12,299.4	 86.8

			 

Denmark			  AA-A	 579.1	 4.1

			  BBB-Unrated	 309.4	 2.2

Sweden			   AA-BBB	 11.3	 0.1

Norway			   BBB 	 3.4	 0.0

Finland			   A-BBB	 155.8	 1.1

Luxembourg		  A	 5.7	 0.0

Germany			  A	 1.4	 0.0

Others			  BBB-Unrated	 2.1	 0.0

				    1,068.2	 7.5

			 

Denmark			 BBB-Unrated	 113.3	 0.8

Others			  BBB-Unrated	 157.2	 1.1

				    270.5	 1.9

			 

Denmark			  AAA-AA	 514.6	 3.6

Europe			   AAA	 28.1	 0.2

				    542.7	 3.8

				    14,180.8	 100.0

			 

Denmark			  Unrated	 11.4	

BREAKDOWN OF BONDS
2016

Mortgage-credit bonds

Financial issuers

Corporate bonds

Government bonds

Total

Own bonds

%DKK m
Rating

category
Origin/
underlying Amount

BREAKDOWN OF BONDS
2015

Mortgage-credit bonds

Financial issuers

Corporate bonds

Government bonds

Total

Own bonds

%DKK m

Denmark			  AAA	 14,134.5	 84.9

			   BBB	 175.7	 1.0

			   Unrated	 9.2	 0.1

				    14,319.4	 86.0

			 

Denmark			  AAA-A	 835.6	 5.0

			   BBB	 728.8	 4.4

Sweden			   AA-BBB	 13.1	 0.1

Norway			   AA-BB	 7.5	 0.0

Finland			   A	 86.0	 0.5

Luxembourg		  AAA	 26.2	 0.2

Germany			  AAA	 2.3	 0.0

Others			   AA-Unrated	 0.5	 0.0

				    1,700.0	 10.2

			 

Denmark			  BBB-Unrated	 114.9	 0.7

Others			   AAA-Unrated	 188.2	 1.1

				    303.1	 1.8

			 

Denmark			  AAA-AA	 328.1	 2.0

Europe			   AAA	 0.2	 0.0

				    328.3	 2.0

			 

				    16,650.8	 100.0

			 

Denmark			  Unrated	 14.6	

Rating
category

Origin/
underlying Amount

	 Figure 7.8

Market Risk

Total
1 year

- 3 years
3 years

- 7 years
Over

7 years
3 mths

- 1 year
Less than

3 mths

Total
1 year

- 3 years
3 years

- 7 years
Over

7 years
3 mths

- 1 year
Less than

3 mths

BOND PORTFOLIO BY ISSUER TYPE *)

Mortgage-credit bonds

Financial issuers

Corporate bonds

Government bonds

Bonds

*) The bond portfolio plus spot and forward transactions (purchase + sale)	

	

2015DKK m/% 20152016

	 Figure 7.6

2016

	 12,299.4	 14,319.4	 86.8	 86.0

	 1,068.2	 1,700.0	 7.5	 10.2

	 270.5	 303.1	 1.9	 1.8

	 542.7	 328.3	 3.8	 2.0

	 14,180.8	 16,650.8	 100.0	 100.0

BOND PORTFOLIO BY RATING *)

AAA

AA

A

BBB

BB

B

CCC

CC

C

Unrated

Unallocated

Total

2015DKK m/% 20152016

	 Figure 7.7

2016

		 12,584.0	 14,502.9	 88.8	 87.1

		  158.0	 316.1	 1.1	 1.9

		  824.2	 624.9	 5.8	 3.7

		  388.1	 1,017.0	 2.7	 6.1

		  73.2	 60.3	 0.5	 0.4

		  14.8	 16.9	 0.1	 0.1

		  0.8	 0.8	 0.0	 0.0

		  0.0	 0.0	 0.0	 0.0

		  0.0	 0.0	 0.0	 0.0

		  137.7	 111.9	 1.0	 0.7

		  0.0	 0.0	 0.0	 0.0

		 14,180.8	 16,650.8	 100.0	 100.0

*) The bond portfolio plus spot and forward transactions (purchase + sale)
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7.5 FOREIGN-EXCHANGE RISK 
The foreign-exchange risk is the risk of loss on positions in currencies 
due to exchange-rate fluctuations. Foreign-exchange options are 
included in the calculation with the Delta-adjusted position.

The foreign-exchange risk is illustrated by the table below. The  
calculation is based on the assumption that all exchange rates  
develop unfavourably for Spar Nord by 2%.

It appears from figure 7.9 that the foreign-exchange risk was re-
duced by DKK 4.0 million compared to end-2015, thus amounting 
to DKK -2.2 million at end-2016. This is due to a reduction of the 
foreign-exchange position for all currencies mentioned in the figure, 
combined with an increase for Other currencies.

7.6 EQUITY RISK 
The equity risk is the risk of loss due to fluctuating equity prices. Eq-
uity positions are the calculated net value of long and short equity 
positions and equity-related instruments.

The calculation of equity positions is broken down by positions in 
the trading and banking books.

7.6.1 SHARES IN THE TRADING BOOK 
The shares and equities in the trading book have been acquired 
with a view to trading.

It appears from the figure below that the holding of shares in the 
trading book increased from DKK 142.3 million at end-2015 to DKK 
211.4 million at end-2016.

7.6.2 SHARES IN THE BANKING BOOK
A salient feature of shares in the banking book is that they have not 
been acquired with a view to trading. In addition, Spar Nord makes 
a distinction between shares and equities in associates and equity 
investments in strategic partners.

Shares in strategic partners in the financial sector are shares in 
companies whose purpose is to support financial institutions’ trans-
actions in the fields of mortgage credit, payment services, unit 
trusts, etc. Participation in the companies in question is considered 
a prerequisite for Spar Nord’s operations.

In several of the sector companies, the shares are reallocated such 
that the ownership interest of the respective institution will reflect its 
business volume with the sector company.

Typically, this reallocation is made based on the net asset value of 
the sector company in question. In light of this, Spar Nord adjusts 
the recognized value of these shares when new information is avail-
able that warrants a change of fair value measurement. In other 
sector companies, the shares are not reallocated, but are mea-
sured based on a fair value corresponding to the net asset value 
or another recognized valuation method (such as discounting of 
cash flows and market expectations with respect to equity return 
requirements). The adjustments to the values of the shares in these 
companies are also recognized in the income statement.

Shares in associates dropped substantially in 2015 as a result of 
Spar Nord’s sale of its shareholding in Nørresundby Bank. In 2016, the 
holding of shares in strategic business partners was reduced as a 
result of the sale of the shareholding in SDC A/S.

The total holding of shares in the banking book dropped by DKK 
134.2 million to DKK 1,464.2 million at end-2016.

7.7 COMMODITY RISK 
Spar Nord only accepts commodity risks to a very limited extent. 
The commodity exposure is calculated as a gross exposure, with 
setoffs only being made with respect to contracts having the same 
underlying commodity, the same maturity date, etc.
 

	 Figure 7.9

FOREIGN-EXCHANGE RISK
DKK m

EUR

SEK

USD

GBP

CHF

NOK

JPY

Other currencies

Total

 

2015

	 -0.8	 -2.3

	 0.0	 -0.5

	 -0.6	 -1.9

	 -0.1	 -0.5

	 -0.1	 -0.2

	 -0.2	 -0.3

	 0.0	 -0.2

	 -0.4	 -0.3

	 -2.2	 -6.2

2016

			   204.6		  131 .8

			   6.8		  10.5

			   211 .4		  142.3

2016

EQUITY RISK IN THE TRADING BOOK

Listed shares in the trading book

Unlisted shares in the trading book

Total

 
	 Figure 7.10

DKK m 2015

EQUITY RISK IN THE BANKING BOOK

Shares in credit and financing institutions		

Shares in unit trust man. companies		

Shares in pension institutions

Shares in data supplier

Shares in payment services business		

Other shares	

Shares in strategic partners, total	 	

Realized gains *)		

Unrealized gains				  

Total associates		

Total

		

2015

	 1,135.4	 1,109.2

	 78.0	 82.1

	 2.1	 2.1

	 42.0	 233.9

	 0.0	 5.1

	 88.3	 83.6

	 1,345.8	 1,516.0

	 45.8	 245.8

	 64.8	 69.3

	 118.4	 82.4

	 1,464.2	 1,598.4

2016

	 Figure 7.11

DKK m

*)  �Of which the gain on the sale of the shareholding in Nørresundby 
Bank in 2015 represents DKK 225.6 million, which is recognized under 
market-value adjustments.

Market Risk
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7.8 OPTION RISK 
Spar Nord uses derivates to hedge and manage Spar Nord’s risks. 
These include options and products that contain an integral option. 
Spar Nord’s option risks stem primarily from interest and currency 
options and positions in convertible mortgage-credit bonds.

Option risks are calculated by computing the positions’ Delta, 
Gamma, Vega and Theta risks.

7.9 SENSITIVITY ANALYSIS 
The figure below shows how Spar Nord’s income statement will be 
impacted if the interest rate changes, if share prices drop or if all 
exchange rates move adversely.

It appears from the figure that the impact of an interest increase will 
be a loss equal to 0.8% of equity. In addition, if share prices were to 
drop 10% this would result in a loss corresponding to 0.2% of equity. 

7.10 SPAR NORD’S OWN PROPERTIES 
Properties are recognized at cost upon acquisition and subse-
quently measured at fair value. The fair value is calculated on the 
basis of current market data according to an asset return model 
that includes the property’s rental income and operating expenses, 
including property management services and maintenance. 

Operating expenses and maintenance costs are calculated based 
on the condition of the individual property, construction year, ma-
terials used, etc. The fair value of the property is determined based 
on the calculated return on its operation and the individually de-
termined rate of return. The return rate is fixed on the basis of the 
location of the individual property, potential use, the state of main-
tenance, etc.

The fair value of the individual property is reassessed at least once 
a year based on the current letting market and the interest level. An 
external valuation is obtained from a real estate agent to support 
the calculation of fair value, including the rental rates and rates of 
return used.

In 2016, negative value adjustments totalling DKK 5.0 million were 
made on corporate properties, such adjustments being recognized 
directly in equity under other comprehensive income. Impairment 
losses totalling DKK 11.5 million (net) have been recognized under 
depreciation and impairment in the income statement. Reference is 
made to Spar Nord’s Annual Report for a more detailed description 
of the accounting treatment of properties. 

The figure below shows Spar Nord’s properties broken down by the 
rates of return.

The most important assumptions when calculating the fair value of 
investment and corporate properties are the required rate of return 
and rent level.

Everything else being equal, an increase of the required rate of re-
turn of 0.5 percentage point will reduce the fair value by DKK 42.8 
million at end-2016 against DKK 45.4 million at end-2015.

Everything else being equal, a reduction of the rental level by 5% will 
reduce the fair value by DKK 29.4 million at end-2016 against DKK 
30.8 million at end-2015.
 

SENSITIVITY ANALYSIS *)

Interest increase of 1 percentage point

Interest decrease of 1 percentage point

Share price decrease of 10 %

Exchange-rate fluctuation of 2 % 
in unfavourable direction

	 Figure 7.12

	 -0.8	 -1.3	 -66.1	 -95.9

	 0.8	 1.3	 66.1	 95.9

	 -0.2	 -0.1	 -16.5	 -10.9

	

	 0.0	 -0.1	 -1.7	 -4.7

Impact on
operating profit

2015
DKK m

2016
DKK m

2015
%

2016
%

Impact on equity

*)	� The sensititivy information shows the impact of isolated changes in interest rates 
and prices of shares in the trading book, while the impact of changes in exchan-
ge rates is shown for positions in both the trading book and the banking book.

	� The impact on the operating profit and the impact on equity have been 
	 calculated after tax.

YIELD/RETURN

5.75-7 %

7-8 %

8-9 %

9-14.5 %

Total

 

	 10	 154.4		  12	 239.0

	 18	 345.4		  18	 292.2

	 15	 146.8		  18	 157.0

	 3	 6.9		  5	 3.4

	 46	 653.5		  53	 691.6

	 Figure 7.13

Year-end
value

No. of
properties

Year-end
value

No. of
properties

2016 2015

Market Risk
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Operational risk is understood as the risk of loss that results from inef-
ficient or deficient internal procedures, from human or systemic errors 
or from external events, including legal risks.

Model risk, which is the risk of loss as a consequence of decisions 
based mainly on output from internal models and occurring due to 
errors in the development, implementation or use of such models, is 
also defined as operational risk.

All Spar Nord’s activities are subject to operational risk. The Bank 
strives to limit the operational risk level to the extent possible. Op-
erational risks are categorized on the basis of the seven event types 
defined by Basel III: employment practices and workplace safety; ex-
ternal fraud; business disruption and systems failures; internal fraud; 
clients, products and business practice; execution/delivery and pro-
cess management; and damage to physical assets. 

8.1 OPERATIONAL RISK POLICY 
Spar Nord’s Board of Directors has introduced a policy for operational 
risk, the aim of which is to provide an overview of Spar Nord’s opera-
tional risks, minimize the number of errors and thus reduce Spar Nord’s 
losses incurred from operational errors. 

To ensure that operational risk is kept at an acceptable level, Spar 
Nord’s Board of Directors has defined the Group’s risk appetite. If risks 
are identified that exceed the defined risk appetite, scenario anal-
yses are conducted and used to draw up risk mitigation proposals.

8.2 MANAGEMENT, MONITORING AND REPORTING 
Operational risk is managed across Spar Nord through a compre-
hensive system of business procedures and control measures devel-
oped to ensure an optimum process environment. Efforts to minimize 
operational risks include separating the execution and the control of 
activities.

The Legal Department is charged with handling operational risks, a 
responsibility that includes the role as risk facilitator.

Responsibility for dealing with risks lies with the unit responsible for the 
relevant business activities, the risk owners.

Throughout Spar Nord, events that result in a loss of more than DKK 
10,000 are recorded and categorized, and identified risks are record-
ed on an ongoing basis, followed up by reporting to the Risk Review 
Officer, the Executive Board and the Board of Directors.

Reports are submitted quarterly to the Executive Board and risk own-
ers, and one annual risk report is submitted to the Board of Directors. 
Actual and potential loss events exceeding DKK 1 million are reported 
on an ongoing basis to both the Executive Board and the Board of 
Directors. 

In the quarterly reports, the risk owners are informed about the loss 
events and new risks identified for the relevant business area during 
the period under review.

Scenarios are created for risks that may result in potential losses of 
more than DKK 10 million. 

The systematic registration and categorization of loss events provide 
an overview of loss sources and the experience base which the Bank 
uses proactively in its management of operational risks.

8.3 LOSS EVENTS AND FRAUD 
Spar Nord’s operational loss events are primarily caused by external 
fraud; clients, products and business practice; and execution/deliv-
ery and process management. 

External fraud accounted for 54% in 2016; clients, products and busi-
ness practice represented 28%; and execution/delivery and process 
management made up 18% of the Bank’s loss events. The breakdown 
on these loss events was 40%, 33% and 26%, respectively, in 2015. The 
majority of loss events consist of events with a minor financial impact. 
External fraud is defined as such events as the misuse of cards and 
Internet bank fraud.

The total loss in 2016 amounted to DKK 6.9 million of which external 
fraud accounts for DKK 2.6 million. The total losses in 2015 amounted 
to DKK 23.1 million.

In view of the regular reporting provided to Spar Nord’s Board of 
Directors and Executive Board, it is Management’s opinion that the 
Bank has a satisfactory bulwark of measures to counter the risk of 
being exposed to fraud.

8. Operational Risk

Operational Risk
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8.4 DEVELOPMENTS IN OPERATIONAL RISK
In 2016, Spar Nord migrated to BEC’s data platform, which has in-
creased the operational risk level on account of several systems and 
work procedures being changed. 

The change of data processing centre was effected gradually, but 
involved a decrease in efficiency and skills among the employees.

In step with experience in the new systems and work procedures be-
ing accumulated, the operational risk level will be reduced. 

Spar Nord is experiencing an increase in external fraud, which in-
cludes card misuse and Internet bank fraud, primarily in the form of 
phishing of information from customers by means of false emails and 
text messages.

For Spar Nord, digitalization means a steady increase in the use of 
electronic information, which contributes to a heightened risk of ex-
ternal fraud.

The majority of attempts at fraud are countered by the Bank’s control 
environment and the employees’ watchfulness. 

8.5 CAPITAL REQUIREMENTS
The capital requireds to cover Spar Nord’s operational risks is  
calculated using the basic indicator approach. 

At end-2016, the operational risk amounted to 12% of total risk  
exposure, ending at DKK 5.7 billion at 31 December 2016, which results 
in a capital requirement of DKK 0.5 billion.
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Spar Nord’s disclosure obligations

Appendix

Topic Location of information

Announcement of information regarding management systems Annual Report 2016, pp. 24 - 26. https://www.sparnord.com/regnskaber

Risk management, including strategy, risk appetite, responsibility 

and processes
Annual Report 2016, pp. 22 - 23. https://www.sparnord.com/regnskaber

Remuneration policy https://www.sparnord.com/vederlagspolitik

APPENDIX A
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Balance Sheet Reconciliation MethodologyAPPENDIX B

Appendix

Capital base 31 December

DKK m 2016

Equity according to balance sheet  8,612 

Regulation according to limit for holdings own capital instruments -26

Provision for dividend -615

Deduction Tier 1 capital included in equity -847

Indirect holdings of own capital instruments -1

Additional value adjustments -21

Goodwill -196

Tax - Goodwill 27

Deferred tax assets 0

Intangible assets -36

Tax - Intangible assets 8

Deduction insignificant capital shares - CET1 -240

Common Equity Tier 1 capital 6,665

Tier 1 capital 843

Deduction insignificant capital shares - Tier 1 -80

Total Tier 1 capital 7,428

Tier 2 instruments 1,080

Deduction insignificant capital shares - Tier 2 -80

Total Tier 2 capital 1,000

Total capital base 8,428
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Capital instrumentsAPPENDIX C

Fortsættes næste side
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Capital instrumentsAPPENDIX C

Fortsættes næste side

Capital instruments’ main features template (1)

1 Issuer Spar Nord Bank A/S Spar Nord Bank A/S Spar Nord Bank A/S Spar Nord Bank A/S

2 Unique identifier (eg CUSIP, ISIN or Bloomberg 
identifier for private placement

DK0030362512 DK0030330311 DK0030307681 DK0030386297

3 Governing law(s) of the instrument Danish Danish Danish Danish

Regulatory treatment

4 Transitional CRR rules Additional Tier 1 Tier 2 Tier 2 Additional Tier 1

5 Post-transitional CRR rules Additional Tier 1 Tier 2 Tier 2 Additional Tier 1

6 Eligible at solo/(sub-)consolidated/solo & 
(sub-)consolidated

Solo & Consolidated Solo & Consolidated Solo & Consolidated Solo & Consolidated

7 Instrument type (types to be specified by 
each jurisdiction)

Additional Tier 1 as 
published in Regulation  
(EU) No 575/2013 articles 
51, 52

Tier 2 as published in 
Regulation  
(EU) No 575/2013 article 63

Tier 2 as published in 
Regulation  
(EU) No 575/2013 article 63

Additional Tier 1 as publis-
hed in Regulation  
(EU) No 575/2013 articles 
51, 52

8 Amount recognised in regulatory capital (cur-
rency in million, as of most recent reporting 
date)

DKK 397m DKK 688m DKK 392m DKK 446m

9 Nominal amount of instrument DKK 400m DKK 700m DKK 400m DKK 450m

9a Issue price 100 % 100 % 100 % 100 %

9b Redemption price 100 % of Nominal amount 100 % of Nominal amount 100 % of Nominal amount 100 % of Nominal amount 

10 Accounting classification Liability - amortised cost Liability - amortised cost Liability - fair value option Liability - amortised cost

11 Original date of issuance 10/Jun/15 18/Dec/13 28/Nov/12 06/Dec/16

12 Perpeptual or dated Perpetual Dated Dated Perpetual

13 Original maturity date No maturity 18/Dec/23 28/Nov/22 No maturity

14 Issuer call subjet to prior supervisory approval Yes Yes Yes Yes

15 Optional call date, contingent call dates, and 
redemption amount

10-Jun-20 100 % of Nominal 
amount  
In addition Tax/Regula-
tory call

18-Dec-18 
100 % of Nominal amount 
In addition Tax/Regula-
tory call

28-Nov-17  
100 % of Nominal amount 
In addition Tax/Regula-
tory call

6-Dec-21 100 % of Nominal 
amount  
In addition Tax/Regula-
tory call

16 Subsequent call dates, if applicable 10-Jun and 10-Dec each 
year after first call date

18-Mar, 18-Jun, 18-Sep and 
18-Dec each year  
after first call date

28-Nov each year  
after first call date

6-Jun and 6-Dec each 
year after first call date

Coupons / dividends

17 Fixed or floating dividend/coupon Fixed to floating Floating Fixed to floating Fixed to floating

18 Coupon rate and any related index Fixed 6.052 % per annum, 
until first call date, thereaf-
ter Floating Cibor 6-month 
+5.40 % per annum

Floating  Cibor 3-month 
+3.90 % per annum

Fixed 6.0425 % per annum 
to call date (equivalent to 
DKK 5Y-Swap Rate +5 % per 
annum), thereafter floating 
CIBOR 3-month + 5.0 % per 
annum  

Fixed 5.5 % per annum, until 
first call date, thereafter 
Floating Cibor 6-month 
+5.166 % per annum

19 Existence of a dividend stopper No No No No

20a Fully discretionary, partially discretionary or 
mandatory (in terms of timing)

Fully discretionary Mandatory Partially discretionary Fully discretionary

20b Fully discretionary, partially discretionary or 
mandatory (in terms of amount)

Fully discretionary Mandatory Partially discretionary Fully discretionary

21 Existence of step-up or other incentive to 
redeem

No No No No

22 Non-cumulative or cumulative Non-cumulative Non-cumulative Cumulative Non-cumulative 

23 Convertible or non-convertible Non-convertible Non-convertible Non-convertible Non-convertible

24 If convertible, conversion trigger (s) N/A N/A N/A N/A

25 If convertible, fully or partially N/A N/A N/A N/A

26 If convertible, conversion rate N/A N/A N/A N/A

27 If convertible, mandatory or optional 
conversion

N/A N/A N/A N/A

28 If convertible, specifiy instrument type con-
vertible into

N/A N/A N/A N/A

29 If convertible, specifiy issuer of instrument it 
converts into

N/A N/A N/A N/A

30 Write-down features Yes Yes Yes Yes

Appendix



Spar Nord Risk Report44

APPENDIX C Capital instruments
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APPENDIX C

31 If write-down, write-down trigger (s) When core tier 1 ratio ti 
below 5 1/8 percent.

When the point of non-vi-
ability is reached. The 
national reslution authority 
determines if the institution 
meets the condition: 
a. i The institution has 
incurred/is likely to incur in 
a near future losses deple-
ting all or subsantially all 
its own funds; and/or ii. the 
asset are/will be in a near 
future less than its liabilities; 
and/or iii. The institution 
is/will be unable to pay its 
obligations; and/or iv. the 
institution requires public 
financial support; 
b. there is no reasonable 
prospect that a private 
action would prevent the 
failure; and 
c. a resolution action is 
necessary in the public 
interest.

When equity is less than 
half of the registered share 
capital

When core tier 1 ratio ti 
below 5 1/8 percent.

32 If write-down, full or partial Full or Partially Full Full or Partially Full or Partially

33 If write-down, permanent or temporary Temporary Permanent Temporary Temporary

34 If temporary write-down, description of 
write-up mechanism

N/A N/A When the legislation 
permits a write-up and the 
company shows continued 
viability

N/A

35 Position in subordination hierachy in 
liquidation (specify instrument type immedia-
tely senior to instrument)

Tier 2 Senior debt Senior debt Tier 2

36 Non-compliant transitioned features No No No No

37 If yes, specifiy non-compliant features N/A N/A N/A N/A

(1) ’N/A’ inserted if the question is not applicable

Capital instruments

Appendix
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APPENDIX D Transitional own funds

AppendixSpar Nord risikorapport44

APPENDIX C

31 If write-down, write-down trigger (s) When core tier 1 ratio ti 
below 5 1/8 percent.

When the point of non-vi-
ability is reached. The 
national reslution authority 
determines if the institution 
meets the condition: 
a. i The institution has 
incurred/is likely to incur in 
a near future losses deple-
ting all or subsantially all 
its own funds; and/or ii. the 
asset are/will be in a near 
future less than its liabilities; 
and/or iii. The institution 
is/will be unable to pay its 
obligations; and/or iv. the 
institution requires public 
financial support; 
b. there is no reasonable 
prospect that a private 
action would prevent the 
failure; and 
c. a resolution action is 
necessary in the public 
interest.

When equity is less than 
half of the registered share 
capital

When core tier 1 ratio ti 
below 5 1/8 percent.

32 If write-down, full or partial Full or Partially Full Full or Partially Full or Partially

33 If write-down, permanent or temporary Temporary Permanent Temporary Temporary

34 If temporary write-down, description of 
write-up mechanism

N/A N/A When the legislation 
permits a write-up and the 
company shows continued 
viability

N/A

35 Position in subordination hierachy in 
liquidation (specify instrument type immedia-
tely senior to instrument)

Tier 2 Senior debt Senior debt Tier 2

36 Non-compliant transitioned features No No No No

37 If yes, specifiy non-compliant features N/A N/A N/A N/A

(1) ’N/A’ inserted if the question is not applicable

Capital instruments
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APPENDIX D Transitional own funds

Common 
Equity Tier 1 
capital: 
Instruments 
and reserves 
(1)

31 December 
2016 
DKKm

(B)  
REGULATION (EU) 
No 575/2013 ARTICLE 
REFERENCE

(C)  
AMOUNTS SUBJECT 
TO PRE-
REGULATION (EU) 
No 575/2013 TREAT-
MENT OR PRESCRIBED 
RESIDUAL AMOUNT 
OF REGULATION (EU) 
575/2013

1 Capital instruments and the related 
share premium accounts

1.255 26 (1), 27, 28,  
29, EBA list 26 (3)

of which: Instrument type 1 EBA list 26 (3)

of which: Instrument type 2 EBA list 26 (3)

of which: Instrument type 3 EBA list 26 (3)

2 Retained earnings 5.723 26 (1) (c)

3 Accumulated other comprehensive 
income (and any other reserves)

114 26 (1)

3a Funds for general banking risk 26 (1) (f)

4 Amount of qualifying items referred to 
in Article 484 (3) and the related share 
premium accounts subject to phase out 
from CET1

486 (2)

Public sector capital injections grand-
fathered until 1 January 2018

483 (2)

5 Minority interests (amount allowed in 
consolidated CET1)

84, 479, 480

5a Independently reviewed interim profits 
net of any foreseeable charge or 
dividend

212 26 (2)

6 Common Equity Tier 1 (CET1) capital 
before regulatory adjustments

7.304 

Common Equity Tier 1 (CET1) capital: regulatory adjustments

7 Additional value adjustments (negative 
amount)

-21 34, 105

8 Intangible assets (net of related tax 
liability) (negative amount)

-196 36 (1) (b),  
37, 472 (4)

9 Empty set in the EU

10 Deferred tax assets that rely on future 
profitability excluding those arising from 
temporary difference (net of related tax 
liability where the conditions in Article 
38 (3) are met) (negative amount)

0 36 (1) (c),  
38, 472 (5)

11 Fair value reserves related to gains or 
losses on cash flow hedges

33 (a)

12 Negative amounts resulting from the 
calculation of expected loss amounts

36 (1) (d), 40,  
159, 472 (6)

13 Any increase in equity that results from 
securitised assets (negative amount)

32 (1)

14 Gains or losses on liabilities valued at 
fair value resulting from changes in own 
credit standing

33 (1) (b) (c)

15 Defined-benefit pension fund assets 
(negative amount)

36 (1) (e),  
41, 472 (7)

16 Direct and indirect holdings by an 
institution of own CET1 instruments 
(negative amount)

-181 36 (1) (f),  
42, 472 (8)

17 Direct, indirect and synthetic holdings 
of the CET1 instruments of financial 
sector entities where those entities 
have reciprocal cross-holdings with the 
institution designed to inflate artificially 
the own funds of the institution 
(negative amount)

36 (1) (g),  
44, 472 (9)

18 Direct, indirect and synthetic holdings 
of the CET1 instruments of financial 
sector entities where the institution 
does not have a significant investment 
in those entities (amount above 10% 
threshold and net of eligible short 
positions) (negative amount) 

-241 36 (1) (h), 43, 45, 46,  
49 (2) (3), 79, 472 (10)

Appendix
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19 Direct, indirect and synthetic holdings 
of the CET1 instruments of financial 
sector entities where the institution has 
a significant investment in those entities 
(amount above 10% threshold and net 
of eligible short positions) (negative 
amount) 

36 (1) (i), 43, 45, 47,  
48 (1) (b), 49 (1) to (3),  
79, 470, 472 (11)

20 Empty set in the EU

20a Exposure amount of the following items 
which qualify for a RW of 1250%, where 
the institution opts for the deduction 
alternative

36 (1) (k)

20b of which: qualifying holdings outside 
the financial sector (negative amount)

36 (1) (k) (i), 89 to 91

20c of which: securitisation positions (nega-
tive amount)

36 (1) (k) (ii)  
243 (1) (b) 
244 (1) (b) 
258

20d of which: free deliveries (negative 
amount)

36 (1) (k) (iii), 379 (3)

21 Deferred tax assets arising from tem-
porary difference (amount above 
10 % threshold, net of related tax 
liability where the conditions in Article 
38  (3) are met) (negative amount)

36 (1) (c), 38, 48 (1) (a),  
470, 472 (5)

22 Amount exceeding the 15% threshold 
(negative amount)

48 (1)

23 of which: direct and indirect holdings by 
the institution of the CET1 instruments 
of financial sector entities where the 
institution has a significant investment 
in those entities

36 (1) (i), 48 (1) (b),  
470, 472 (11)

24 Empty set in the EU

25 of which: deferred tax assets arising 
from temporary difference

36 (1) (c), 38, 48 (1) (a),  
470, 472 (5)

25a Losses for the current financial year 
(negative amount)

36 (1) (a), 472 (3)

25b Forseeable tax charges relating to CET1 
items (negative amount)

36 (1) (l)

26 Regulatory adjustments applied to 
Common Equity Tier 1 in respect of 
amounts subject to pre CRR treatment

26a Regulatory adjustments relating to 
unrealised gains and losses pursuant to 
Articles 467 and 468

26b Amount to be deducted from or added 
to Common Equity Tier 1 capital with 
regard to additional filters and deduc-
tions required pre-CRR

481

27 Qualifying AT1 deductions that exceeds 
the AT1 capital of the institution (nega-
tive amount)

36 (1) (j)

28 Total regulatory adjustments to Com-
mon Equity Tier 1 (CET1)

-639

29 Common Equity Tier 1  (CET1) capital 6.665

Additional Tier 1 (AT1) capital: instruments

30 Capital instruments and the related 
share premium accounts

850 51, 52

31 of which: classified as equity under 
applicable accounting standards

32 of which: classified as liabilities under 
applicable accounting standards

33 Amount of qualifying items referred to 
in Article 484 (4) and the related share 
premium accounts subject to phase 
out from AT1

486 (3)

Public sector capital injections grand-
fathered until 1 january 2018

483 (3)

34 Qualifying Tier 1 capital included in 
consolidated AT1 capital (including 
minority interest not included in row 5) 
issued by subsidiaries and held by third 
parties 

85, 86, 480
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19 Direct, indirect and synthetic holdings 
of the CET1 instruments of financial 
sector entities where the institution has 
a significant investment in those entities 
(amount above 10% threshold and net 
of eligible short positions) (negative 
amount) 

36 (1) (i), 43, 45, 47,  
48 (1) (b), 49 (1) to (3),  
79, 470, 472 (11)

20 Empty set in the EU

20a Exposure amount of the following items 
which qualify for a RW of 1250%, where 
the institution opts for the deduction 
alternative

36 (1) (k)

20b of which: qualifying holdings outside 
the financial sector (negative amount)

36 (1) (k) (i), 89 to 91

20c of which: securitisation positions (nega-
tive amount)

36 (1) (k) (ii)  
243 (1) (b) 
244 (1) (b) 
258

20d of which: free deliveries (negative 
amount)

36 (1) (k) (iii), 379 (3)

21 Deferred tax assets arising from tem-
porary difference (amount above 
10 % threshold, net of related tax 
liability where the conditions in Article 
38  (3) are met) (negative amount)

36 (1) (c), 38, 48 (1) (a),  
470, 472 (5)

22 Amount exceeding the 15% threshold 
(negative amount)

48 (1)

23 of which: direct and indirect holdings by 
the institution of the CET1 instruments 
of financial sector entities where the 
institution has a significant investment 
in those entities

36 (1) (i), 48 (1) (b),  
470, 472 (11)

24 Empty set in the EU

25 of which: deferred tax assets arising 
from temporary difference

36 (1) (c), 38, 48 (1) (a),  
470, 472 (5)

25a Losses for the current financial year 
(negative amount)

36 (1) (a), 472 (3)

25b Forseeable tax charges relating to CET1 
items (negative amount)

36 (1) (l)

26 Regulatory adjustments applied to 
Common Equity Tier 1 in respect of 
amounts subject to pre CRR treatment

26a Regulatory adjustments relating to 
unrealised gains and losses pursuant to 
Articles 467 and 468

26b Amount to be deducted from or added 
to Common Equity Tier 1 capital with 
regard to additional filters and deduc-
tions required pre-CRR

481

27 Qualifying AT1 deductions that exceeds 
the AT1 capital of the institution (nega-
tive amount)

36 (1) (j)

28 Total regulatory adjustments to Com-
mon Equity Tier 1 (CET1)

-639

29 Common Equity Tier 1  (CET1) capital 6.665

Additional Tier 1 (AT1) capital: instruments

30 Capital instruments and the related 
share premium accounts

850 51, 52

31 of which: classified as equity under 
applicable accounting standards

32 of which: classified as liabilities under 
applicable accounting standards

33 Amount of qualifying items referred to 
in Article 484 (4) and the related share 
premium accounts subject to phase 
out from AT1

486 (3)

Public sector capital injections grand-
fathered until 1 january 2018

483 (3)

34 Qualifying Tier 1 capital included in 
consolidated AT1 capital (including 
minority interest not included in row 5) 
issued by subsidiaries and held by third 
parties 

85, 86, 480
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35 of which: instruments issued by subsi-
diaries subject to phase-out

486 (3)

36 Additional Tier 1 (AT1) capital before 
regulatory adjustments

850

Additional Tier 1 (AT1) capital: regulatory adjustments

37 Direct and indirect holdings by an insti-
tution of own AT1 instruments (negative 
amount)

-7 52 (1) (b), 56 (a),  
57, 475 (2)

38 Holdings of the AT1 instruments of 
financial sector entities where those 
entities have reciprocal cross-holdings 
with the institution designed to inflate 
artificially the own funds of the
institution (negative amount)

0 56 (b), 58, 475 (3)

39 Direct, indirect and synthetic holdings 
of the AT1 instruments of financial 
sector entities where the institution 
does not have a significant investment 
in those entities (amount above 10% 
threshold and net of eligible short 
positions) (negative amount) 

-81 56 (c), 59, 60, 79, 475 (4)

40 Direct, indirect and synthetic holdings 
of the AT1 instruments of financial 
sector entities where the institution has 
a significant investment in those entities 
(amount above 10% threshold and net 
of eligible short positions) (negative 
amount) 

56 (d), 59, 79, 475 (4)

41 Regulatory adjustments applied to 
Additional Tier 1 capital in respect of 
amounts subject to pre-CRR treatment 
and transitional treatments subject to 
phase-out as prescribed in 
Regulation (EU) No 585/2013 
(ie. CRR residual amounts)

41a Residual amounts deducted from 
Additional Tier 1 capital with regard to 
deduction from Common Equity Tier 1 
capital during the transitional period 
pursuant to article 472 of Regulation 
(EU) No 575/2013

472, 473(3)(a), 472 (4),  
472 (6), 472 (8) (a), 472 (9),  
472 (10) (a), 472 (11) (a)

41b Residual amounts deducted from 
Additional Tier 1 capital with regard to 
deduction from Tier 2 capital during the 
transitional period pursuant to article 
475 of Regulation (EU) No 575/2013

477, 477 (3), 477 (4) (a)

41c Amounts to be deducted from added 
to Additional Tier 1 capital with regard 
to additional filters and deductions 
required pre-CRR

467, 468, 481

42 Qualifying T2 deductions that exceed 
the T2 capital of the institution (nega-
tive amount)

56 (e)

43 Total regulatory adjustments to 
Additional Tier 1 (AT1) capital

-88

44 Additional Tier 1 (AT1) capital 762

45 Tier 1 capital (T1 = CET1 + AT1) 7.427

Tier 2 (T2) capital: instruments and provisions

46 Capital instruments and the related 
share premium accounts

1.099 62, 63

47 Amount of qualifying items referred to 
in Article 484 (5) and the related share 
premium accounts subject to phase 
out from T2

486 (4)

Public sector capital injections grand-
fathered until 1 january 2018

483 (4)

48 Qualifying own funds instruments inclu-
ded in consolidated T2 capital (includ-
ing minority interest and AT1 instruments 
not included in rows 5 or 34) issued by 
subsidiaries and held by third party

87, 88, 480

49 of which: instruments issued by subsi-
diaries subject to phase-out

486 (4)

50 Credit risk adjustments 62 (c) & (d)

APPENDIX D Transitional own funds

Appendix



Spar Nord Risk Report48

APPENDIX D Transitional own funds

AppendixSpar Nord risikorapport48

51 Tier 2 (T2) capital before regulatory 
adjustment 

1.099

Tier 2 (T2) capital: regulatory adjustments

52 Direct and indirect holdings by an 
institution of own T2 instruments and 
subordinated loans (negative amount)

-18 63 (b) (i), 66 (a), 67, 477 (2)

53 Holdings of the T2 instruments and 
subordinated loans of financial sector 
entities where those entities have reci-
procal cross holdings with the institu-
tions designed to inflate artificially the 
own funds of the institution (negative 
amount)

66 (b), 68, 477 (3)

54 Direct, indirect and synthetic holdings 
of the T2 instruments and subordina-
ted loans of financial sector entities 
where the institution does not have a 
significant investment in those entities 
(amount above 10% threshold and net 
of eligible short positions) (negative 
amount)

-81 66 (c), 69, 70, 79, 477 (4)

55 Direct, indirect and synthetic holdings 
of the T2 instruments and subordinated 
loans of financial sector entities where 
the institution has a significant invest-
ment in those entities (net of eligible 
short positions) (negative amounts)

66 (d), 69, 79, 477 (4)

56 Regulatory adjustments applied to 
tier 2 in respect of amounts subject 
to pre-CRR treatment and transitio-
nal treatments subject to phase out 
as prescribed in Regulation (EU) No 
575/2013 (i.e. CRR residual amounts)

56a Residual amounts deducted from Tier 
2 capital with regard to deduction from 
Common Equity Tier 1 capital during the 
transitional period pursuant to article 
472 of Regulation (EU) No 575/2013

472, 472(3)(a), 472 (4),  
472 (6), 472 (8), 472 (9),  
472 (10) (a), 472 (11) (a)

56b Residual amounts deducted from Tier 
2 capital with regard to deduction from 
Additional Tier 1 capital during the tran-
sitional period pursuant to article 475 of 
Regulation (EU) No 575/2013

475, 475 (2) (a), 475 (3),  
475 (4) (a)

56c Amounts to be deducted from or 
added to Tier 2 capital with regard 
to additional filters and deductions 
required pre- CRR

467, 468, 481

57 Total regulatory adjustments to Tier 2 
(T2) capital

-99

58 Tier 2 (T2) capital 1,000

59 Total capital (TC = T1 + T2) 8,427

60 Total risk-weighted assets 47,485

Capital ratios and buffers

61 Common Equity Tier 1 (as a percentage 
of total risk exposure amount)

14.0% 92 (2) (a), 465

62 Tier 1 (as a percentage of total risk 
exposure amount)

15.6% 92 (2) (b), 465

63 Total capital (as a percentage of total 
risk exposure amount)

17.7% 92 (2) (c)

64 Institution-specific buffer requirement 
(CET1 requirement in accordance with 
article 92 (1) (a) plus capital conserva-
tion and countercyclical buffer requi-
rements plus a systemic risk buffer, plus 
systemically important institution buffer 
expressed as a percentage of total risk 
exposure amount)

0.6% CRD 128, 129, 140

65 of which: capital conservation buffer 
requirement

0.6%

66 of which: countercyclical buffer 
requirement

0.0%

67 of which: systemic risk buffer 
requirement

0.0%
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51 Tier 2 (T2) capital before regulatory 
adjustment 

1.099

Tier 2 (T2) capital: regulatory adjustments

52 Direct and indirect holdings by an 
institution of own T2 instruments and 
subordinated loans (negative amount)

-18 63 (b) (i), 66 (a), 67, 477 (2)

53 Holdings of the T2 instruments and 
subordinated loans of financial sector 
entities where those entities have reci-
procal cross holdings with the institu-
tions designed to inflate artificially the 
own funds of the institution (negative 
amount)

66 (b), 68, 477 (3)

54 Direct, indirect and synthetic holdings 
of the T2 instruments and subordina-
ted loans of financial sector entities 
where the institution does not have a 
significant investment in those entities 
(amount above 10% threshold and net 
of eligible short positions) (negative 
amount)

-81 66 (c), 69, 70, 79, 477 (4)

55 Direct, indirect and synthetic holdings 
of the T2 instruments and subordinated 
loans of financial sector entities where 
the institution has a significant invest-
ment in those entities (net of eligible 
short positions) (negative amounts)

66 (d), 69, 79, 477 (4)

56 Regulatory adjustments applied to 
tier 2 in respect of amounts subject 
to pre-CRR treatment and transitio-
nal treatments subject to phase out 
as prescribed in Regulation (EU) No 
575/2013 (i.e. CRR residual amounts)

56a Residual amounts deducted from Tier 
2 capital with regard to deduction from 
Common Equity Tier 1 capital during the 
transitional period pursuant to article 
472 of Regulation (EU) No 575/2013

472, 472(3)(a), 472 (4),  
472 (6), 472 (8), 472 (9),  
472 (10) (a), 472 (11) (a)

56b Residual amounts deducted from Tier 
2 capital with regard to deduction from 
Additional Tier 1 capital during the tran-
sitional period pursuant to article 475 of 
Regulation (EU) No 575/2013

475, 475 (2) (a), 475 (3),  
475 (4) (a)

56c Amounts to be deducted from or 
added to Tier 2 capital with regard 
to additional filters and deductions 
required pre- CRR

467, 468, 481

57 Total regulatory adjustments to Tier 2 
(T2) capital

-99

58 Tier 2 (T2) capital 1,000

59 Total capital (TC = T1 + T2) 8,427

60 Total risk-weighted assets 47,485

Capital ratios and buffers

61 Common Equity Tier 1 (as a percentage 
of total risk exposure amount)

14.0% 92 (2) (a), 465

62 Tier 1 (as a percentage of total risk 
exposure amount)

15.6% 92 (2) (b), 465

63 Total capital (as a percentage of total 
risk exposure amount)

17.7% 92 (2) (c)

64 Institution-specific buffer requirement 
(CET1 requirement in accordance with 
article 92 (1) (a) plus capital conserva-
tion and countercyclical buffer requi-
rements plus a systemic risk buffer, plus 
systemically important institution buffer 
expressed as a percentage of total risk 
exposure amount)

0.6% CRD 128, 129, 140

65 of which: capital conservation buffer 
requirement

0.6%

66 of which: countercyclical buffer 
requirement

0.0%

67 of which: systemic risk buffer 
requirement

0.0%
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67a of which: Global Systemically Important 
Institution (G-SII) or Other Systemically 
Important Institution (O-SII) buffer

CRD 131

68 Common Equity Tier 1 available to 
meet buffers (as a percentage of risk 
exposure amount)

9,5% CRD 128

69 [non-relevant in EU regulation]

70 [non-relevant in EU regulation]

71 [non-relevant in EU regulation]

Amounts below the thresholds for deduction (before risk-weighting)

72 Direct and indirect holdings of the 
capital of financial sector entities 
where the institution does not have a 
significant investment in those entities 
(amount below 10% threshold and net of 
eligible short positions)

690 36 (1) (h), 45, 46, 472 (10) 
56 (c), 59, 60, 475 (4), 66 (c),  
69, 70, 477 (4)

73 Direct and indirect holdings of the CET1 
instruments of financial sector entities 
where the institution has a significant 
investment in those entities (amount 
below 10% threshold and net of eligible 
short positions)

368 36 (1) (i), 45, 48,  
470, 472 (11)

74 Empty set in the EU

75 Deferred tax assets arising from 
temporary difference (amount below 10 
% threshold, net of related tax liability 
where the conditions in Article 38  (3) 
are met)

36 (1) (c), 38, 48,  
470, 472 (5)

Applicable caps on the inclusion of provisions in Tier 2

76 Credit risk adjustments included in 
T2 in respect of exposures subject to 
standardised approach (prior to the 
application of the cap)

62

77 Cap on inclusion of credit risk ad-
justments in T2 under standardised 
approach

62

78 Credit risk adjustments included in T2 in 
respect of exposures subject to internal 
rating-based approach (prior to the 
application of the cap)

62

79 Cap for inclusion of credit risk adjust-
ments in T2 under internal ratings- 
based approach

62

Capital instruments subject to phase-out arrangements (only applicable between 1 Jan 2014 and 1 Jan 2022)

80  - Current cap on CET1 instruments 
subject to phase-out arrangements

484 (3), 486 (2) & (5)

81  - Amount excluded from CET1 due to 
cap (excess over cap after redemptions 
and maturities)

484 (3), 486 (2) & (5)

82  - Current cap on AT1 instruments sub-
ject to phase-out arrangements

484 (4), 486 (3) & (5)

83  - Amount excluded from AT1 due to 
cap (excess over cap after redemptions 
and maturities)

484 (4), 486 (3) & (5)

84  - Current cap on T2 instruments  
subject to phase-out arrangements

484 (5), 486 (4) & (5)

85  - Amount excluded from T2 due to cap 
(excess over cap after redemptions and 
maturities)

484 (5), 486 (4) & (5)

(1) ’N/A’ inserted if the question is not applicable
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Institution-specific countercyclical capital buffer 2016 APPENDIX F CRR Leverage Ratio

Table LRSum: Summary reconciliation of accounting assets and leverage ratio exposures

Applicable Amounts

1 Total assets as per published financial statements 78,473,488,837

2 Adjustment for entities which are consolidated for accounting purposes but are outside the scope of 
regulatory consolidation

0

3 (Adjustment for fiduciary assets recognised on the balance sheet pursuant to the applicable accounting 
framework but excluded from the leverage ratio exposure measure in accordance with Article 429(13) of 
Regulation (EU) No 575/2013 ”CRR”)

0

4 Adjustments for derivative financial instruments 754,699,633

5 Adjustments for securities financing transactions ”SFTs” 7,098,909

6 Adjustment for off-balance sheet items (ie conversion to credit equivalent amounts of off-balance sheet 
exposures)

12,399,974,050

EU-6a (Adjustment for intragroup exposures excluded from the leverage ratio exposure measure in accordance 
with Article 429 (7) of Regulation (EU) No 575/2013)

0

EU-6b (Adjustment for exposures excluded from the leverage ratio exposure measure in accordance with Article 
429 (14) of  Regulation (EU) No 575/2013)

0

7 Other adjustments 719,609,205

8 Total leverage ratio exposure 90,915,652,224

Table LRCom: Leverage ratio common disclosure CRR leverage ratio 
exposures

On-balance sheet exposures (excluding derivatives and SFTs)

1 On-balance sheet items (excluding derivatives, SFTs and fiduciary assets, but including collateral) 68,127,774,877

2 (Asset amounts deducted in determining Tier 1 capital) 719,609,205

3 Total on-balance sheet exposures (excluding derivatives, SFTs and fiduciary assets) (sum of lines 1 and 2) 67,408,165,672

Derivative exposures

4 Replacement cost associated with all derivatives transactions (ie net of eligible cash variation margin) 1,284,232,840

5 Add-on amounts for PFE associated with all derivatives transactions (mark-to-market method) 754,699,633

EU-5a Exposure determined under Original Exposure Method 0

6 Gross-up for derivatives collateral provided where deducted from the balance sheet assets pursuant to 
the applicable accounting framework

540,939,236

7 (Deductions of receivables assets for cash variation margin provided in derivatives transactions) 0

8 (Exempted CCP leg of client-cleared trade exposures) 0

9 Adjusted effective notional amount of written credit derivatives 0

10 (Adjusted effective notional offsets and add-on deductions for written credit derivatives) 0

11 Total derivative exposures (sum of lines 4 to 10) 2,579,871,709

Securities financing transaction exposures

12 Gross SFT assets (with no recognition of netting), after adjusting for sales accounting transactions 9,061,481,119

13 (Netted amounts of cash payables and cash receivables of gross SFT assets) 0

14 Counterparty credit risk exposure for SFT assets 7,098,909

EU-14a Derogation for SFTs: Counterparty credit risk exposure in accordance with Article 429b (4) and 222 of 
Regulation (EU) No 575/2013

0

15 Agent transaction exposures 0

EU-15a (Exempted CCP leg of client-cleared SFT exposure) 0

16 Total securities financing transaction exposures (sum of lines 12 to 15a) 9,068,580,029

Other off-balance sheet exposures

17 Off-balance sheet exposures at gross notional amount 36,463,082,913

18 (Adjustments for conversion to credit equivalent amounts) 24,063,108,863

19 Other off-balance sheet exposures (sum of lines 17 to 18) 12,399,974,050

Exempted exposures in accordance with CRR Article 429 (7) and (14) (on and off balance sheet)

EU-19a (Exemption of intragroup exposures (solo basis) in accordance with Article 429(7) of Regulation (EU) No 
575/2013 (on and off balance sheet)) 

0

EU-19b (Exposures exempted in accordance with Article 429 (14) of Regulation (EU) No 575/2013 (on- and off- 
balance sheet))

0
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Capital and total exposures

20 Tier 1 capital 7,427,425,199

21 Total leverage ratio exposures (sum of lines 3, 11, 16, 19, EU-19a and EU-19b) 91,456,591,460

Leverage ratio

22 Leverage ratio 8,1%

Choice on transitional arrangements and amount of derecognised fiduciary items

EU-23 Choice on transitional arrangements for the definition of the capital measure

EU-24 Amount of derecognised fiduciary items in accordance with Article 429(11) of Regulation (EU) NO 575/2013

Table LRSpl: Split-up of on balance sheet exposures (excluding derivatives, SFTs and exempted exposures)
CRR leverage ratio 
exposures

EU-1 Total on-balance sheet exposures (excluding derivatives, SFTs, and exempted exposures), of which: 77,752,452,549

EU-2 Trading book exposures 29,605,190,785

EU-3 Banking book exposures, of which: 48,147,261,764

EU-4 Covered bonds 0

EU-5 Exposures treated as sovereigns 361,896,699

EU-6 Exposures to regional governments, MDB, international organisations and PSE NOT treated as sovereigns 68,176,989

EU-7 Institutions 2,379,994,650

EU-8 Secured by mortgages of immovable properties 3,119,694,970

EU-9 Retail exposures 16,058,503,625

EU-10 Corporate 22,617,123,126

EU-11 Exposures in default 694,369,843

EU-12 Other exposures (eg equity, securitisations, and other non-credit obligation assets) 2,847,501,862

Table LRQua: Free format text boxes for disclosure on qualitative items
Column

Free format

Row

1 Description of the processes used to manage the risk of excessive leverage Spar Nord has made 
several initiatives to avoid 
excessive leverage risk, 
Besides having a 
threshold value and 
procedures for cal-
culating the leverage 
ratio, there are defined 
guidelines for the actions 
that will be taken, if the 
leverage ratio drops to a 
level below the threshold. 
In addition, there are 
methods to measure the 
risks of excessive leverage 
and methods to evaluate 
significant changes to the 
leverage ratio, Excessive 
leverage is the risk result-
ing from an institution’s 
vulnerability due to 
leverage or potential lev-
erage, that may require 
unforeseen changes, This 
includes sale of assets 
which could result in 
losses or adjustments in 
the value of its remaining 
assets.

2 Description of the factors that had an impact on the Leverage Ratio during the period to which the 
disclosed Leverage Ratio refers

The balance is 
considered stable 
through 2016. 
The Leverage Ratio has 
been positively affected 
by increased core capital, 
which has also been 
increased by a new issue 
of Tier 1 capital in 2016,
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Capital and total exposures

20 Tier 1 capital 7,427,425,199

21 Total leverage ratio exposures (sum of lines 3, 11, 16, 19, EU-19a and EU-19b) 91,456,591,460

Leverage ratio

22 Leverage ratio 8,1%

Choice on transitional arrangements and amount of derecognised fiduciary items

EU-23 Choice on transitional arrangements for the definition of the capital measure

EU-24 Amount of derecognised fiduciary items in accordance with Article 429(11) of Regulation (EU) NO 575/2013

Table LRSpl: Split-up of on balance sheet exposures (excluding derivatives, SFTs and exempted exposures)
CRR leverage ratio 
exposures

EU-1 Total on-balance sheet exposures (excluding derivatives, SFTs, and exempted exposures), of which: 77,752,452,549

EU-2 Trading book exposures 29,605,190,785

EU-3 Banking book exposures, of which: 48,147,261,764

EU-4 Covered bonds 0

EU-5 Exposures treated as sovereigns 361,896,699

EU-6 Exposures to regional governments, MDB, international organisations and PSE NOT treated as sovereigns 68,176,989

EU-7 Institutions 2,379,994,650

EU-8 Secured by mortgages of immovable properties 3,119,694,970

EU-9 Retail exposures 16,058,503,625

EU-10 Corporate 22,617,123,126

EU-11 Exposures in default 694,369,843

EU-12 Other exposures (eg equity, securitisations, and other non-credit obligation assets) 2,847,501,862

Table LRQua: Free format text boxes for disclosure on qualitative items
Column

Free format

Row

1 Description of the processes used to manage the risk of excessive leverage Spar Nord has made 
several initiatives to avoid 
excessive leverage risk, 
Besides having a 
threshold value and 
procedures for cal-
culating the leverage 
ratio, there are defined 
guidelines for the actions 
that will be taken, if the 
leverage ratio drops to a 
level below the threshold. 
In addition, there are 
methods to measure the 
risks of excessive leverage 
and methods to evaluate 
significant changes to the 
leverage ratio, Excessive 
leverage is the risk result-
ing from an institution’s 
vulnerability due to 
leverage or potential lev-
erage, that may require 
unforeseen changes, This 
includes sale of assets 
which could result in 
losses or adjustments in 
the value of its remaining 
assets.

2 Description of the factors that had an impact on the Leverage Ratio during the period to which the 
disclosed Leverage Ratio refers

The balance is 
considered stable 
through 2016. 
The Leverage Ratio has 
been positively affected 
by increased core capital, 
which has also been 
increased by a new issue 
of Tier 1 capital in 2016,
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CRR Leverage Ratio APPENDIX G Asset encumbrance

Carrying amount 

of encumbered 

assets

Fair value of 

encumbered 

assets

Carrying 

amount of 

non-encum-

bered assets

Fair value of non-encumbered 

assets

010 040 060 090

010 Assets of the reporting institution 4,249 74,327

030 Equity instruments 0 0 1,644 1,644

040 Debt securities 3,130 3.130 13,251 13,251

120 Other assets 1,119 59,432

Fair value of 

encumbered collateral 

received or own debt 

securities issued

Fair value of collateral received 

or own debt securities issued 

available for encumbrance

010 040

130 Collateral received by the reporting institution 90 6,633

150 Equity instruments 0 23

160 Debt securities 90 6,600

230 Other collateral received 0 10

240 Own debt securities issued other than own covered bonds or ABSs 0 0

Matching liabilities, 

contingent liabilities or 

securities lent

Assets, collateral received and 

own debt securities issued other 

than covered bonds and ABSs 

encumbered

010 030

010 Carrying amount of selected financial liabilities 4,190 4,339
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APPENDIX Credit exposure
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