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SpareBank 1 SR-Bank, SpareBank 1 SMN,
SpareBank 1 Østlandet, SpareBank 1 N-N
SpareBank 1 Alliance Banks' 2017 profit up as economy
strengthens

In February 2018, the four biggest lenders in Norway's SpareBank 1 Alliance (SpareBank 1
SR-Bank, SpareBank 1 SMN, SpareBank 1 Østlandet  and SpareBank 1 Nord-Norge) reported
stronger 2017 net profit thanks to a combination of increased lending, lower funding costs,
reduced loan losses, and higher earnings contributions from subsidiaries. The improvement
came as Norway's economy expanded, helped by fiscal and monetary stimulus, after weak oil
prices triggered a slowdown in 2015-16. We expect GDP growth of 2.2% in 2018 and 2.0% in
2019, up from 1.7% in 2017, further supporting the banks' performance. The four banks' high
Common Equity Tier 1 (CET1) ratios confirm our view that their loan loss absorption capacity
is robust. Although the banks remain reliant on confidence-sensitive market funds, sizeable
liquidity buffers help offset this risk.

Oil-exposed banks' asset quality improves. For SpareBank 1 SR-Bank and SpareBank 1
SMN, the increase in profit partly reflected a decline in problem loans to 1.13% and 0.99% of
gross loans respectively, from 1.21% and 1.23% in 2016. Both have relatively high exposure
to the oil sector, where a cyclical slowdown drove a significant increase in problem loans in
2015 and 2016. High household leverage and elevated property prices remain key risks for all
four SpareBank 1 Alliance lenders.

SpareBank 1 Alliance banks' capital is robust. SpareBank 1 Østlandet reported the highest
CET1 ratio of 16.8% in December 2017, while the other three banks reported ratios in line
with their 14.5%-15% target. The banks’ combined regulatory capital requirements will rise
by 0.5% in 2018 due to an increase in the countercyclical capital buffer. Nonetheless, we
believe all four banks remain well capitalised.

Profit up on increased lending. Increased lending, coupled with lower funding costs as the
NIBOR interbank rate fell, boosted all four banks’ net interest income and profit in 2017. They
also benefited from an increased earnings contribution from subsidiaries, reflected in higher
fee and commission income. Operating costs were well-controlled, although SpareBank 1
Østlandet's cost-to-income ratio rose due to one-off factors.

Liquidity buffers mitigate high reliance on market funds. The four banks remain heavily
geared towards market funding, particularly covered bonds. However, their sizeable liquidity
buffers at end-2017 mitigate the associated risks. All four also reported solid deposit growth
during the year. SpareBank 1 SR-Bank's deposit base expanded by 11%, reversing a decline of
3.9% in 2016.

https://www.surveygizmo.com/s3/1133212/Rate-this-research?pubid=PBC_1111963
https://www.moodys.com/credit-ratings/SpareBank-1-SR-Bank-ASA-credit-rating-704680
https://www.moodys.com/credit-ratings/SpareBank-1-SR-Bank-ASA-credit-rating-704680
https://www.moodys.com/credit-ratings/SpareBank-1-SMN-credit-rating-95600
https://www.moodys.com/credit-ratings/SpareBank-1-Ostlandet-credit-rating-807607120
https://www.moodys.com/credit-ratings/SpareBank-1-Nord-Norge-credit-rating-95800
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Negative rating outlook driven by the BRRD implementation

This report focuses on the SpareBank 1 Alliance banks' 2017 performance, and how this supports their stand-alone credit profile and
corresponding baseline credit assessment (BCAs) of baa1. Concurrently, the negative outlook assigned to all four banks' long-term deposit
ratings of A1, is solely driven by the upcoming implementation of the bank recovery and resolution (BRRD) directive, which is about to be
enacted into a legislation in Norway.

The intention of the BRRD law is to promote financial stability and ensure that losses are borne by a bank’s shareholders and creditors rather
than taxpayers. The bail-in tool is a central feature in the BRRD framework, intended to reduce the need for government intervention in failing
banks. As a result, government support is less likely for Norwegian banks since bail-in can be used to recapitalise financial institutions and
absorb losses. Accordingly, the negative outlook denotes our intention to revise our government support assumptions, which translate into
one notch of rating uplift incorporated into these banks' ratings.

Oil-exposed banks' asset quality improves
The ratio of problem loans to gross loans at SpareBank 1 SR-Bank and SpareBank 1 SMN declined to 1.13% and 0.99% in December
2017 from 1.21% and 1.23% respectively a year earlier (see Exhibit 1). Both banks have relatively high exposure to the oil sector, where
a cyclical slowdown drove a significant increase in problem loans in 2015 and 2016. The two banks also reported a decline in loan losses
of about 15 basis points (bps) compared with 2016. There remains a risk of a second round of debt restructurings in the oil and gas
sector, leading to a further rise in loan losses, amid continued headwinds in the offshore supply and rigs market.

SpareBank 1 Østlandet, which has no exposure to the oil sector, reported a flat problem loans ratio of 0.42% for 2017, and booked net
loan loss reversals of NOK20 million.

SpareBank 1 Nord-Norge’s problem loan ratio rose to 0.86% from 0.64% in 2016, reflecting a spike in doubtful loans due to a single
commitment, previously included in the bank's general provisions, for which individual loss provisions have now been taken. The bank's
ratio of loan losses to gross loans was unchanged at around 20 bps in 2017.

Exhibit 1

Oil-exposed banks benefited from lower problem loans and loan losses
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High household leverage, combined with elevated property prices, continue to be key risks for the SpareBank 1 Alliance banks, given
their high exposure to the household sector. Retail lending accounts for 69% of their gross loans on average, including mortgage loans

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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underpinning covered bond issuance (please see “FAQ: SpareBank 1 banks illustrate Moody's approach to nonconsolidated covered
bonds” for more details).

However, Norwegian house prices have fallen back from their 2017 peak, partly because of stricter mortgage lending criteria introduced
during the year by the Ministry of Finance. The four SpareBank 1 Alliance banks' limited exposure to the real estate market in Oslo,
where house price inflation has been strongest, also helps limit risks related to a potential property market correction.

SpareBank 1 Alliance banks' capital is robust
The capital position of the four large rated SpareBank 1 Alliance banks remained robust in 2017, given their risk profile and regulatory
capital requirements. SpareBank 1 Østlandet reported a CET1 ratio of 16.8% in December 2017, the highest of the group. The other
three achieved CET1 ratios in line with their 14.5%-15% target (see Exhibit 2).

Exhibit 2

The SpareBank 1 Alliance banks’ capital remained robust in 2017
Common Equity Tier 1 (CET1) ratio (%)
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Despite challenging credit conditions and increased loan losses in 2015 and 2016, SpareBank 1 SR Bank built up its CET1 ratio to 15.1%
as of December 2017 from 14.7% a year earlier and 13.3% in December 2015. The bank operates in Western Norway, the region that
suffered most from a sharp drop in global oil prices in 2014/2015.

As of 31 December 2017, the Ministry of Finance increased the countercyclical capital buffer requirement for banks to 2% from 1.5%. As
a result, the banks’ combined regulatory capital requirements for 2018 (including individual Pillar 2 requirements) increased by 0.5%,
reducing their capital headroom. At the same time, we expect the introduction of the IFRS 9 accounting standard on 1 January 2018
to result in a minor reduction in the banks' CET1 capital. This is because loan loss provisions are expected to increase under IFRS 9,
reducing retained earnings and subsequently loss absorbing common equity. The four banks estimate that their CET1 capital ratios will
fall by around 8 basis points on average due to an anticipated increase in provisions in 2018.

All four banks were able to meet the minimum leverage ratio requirement of 5% with a comfortable margin. SpareBank 1 SR-Bank
reported a 2017 leverage ratio of 7.4%, the highest of the group. SpareBank 1 SMN and SpareBank 1 Nord Norge both reported a ratio
of 7.2%, compared with 7.1% for SpareBank 1 Østlandet (see Exhibit 3).

This ranking, which reverses the classification of the four banks by CET1 ratio, indicates that SpareBank 1 SR-Bank has a proportionally
higher volume of risk-weighted assets because of its bigger corporate loan book. SpareBank 1 Østlandet's asset pool, in contrast, has
greater exposure to retail mortgages, and has correspondingly lower risk weights.
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Exhibit 3

The SpareBank 1 Alliance banks' leverage ratios are well above the minimum requirement
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Profit up on increased lending
SpareBank 1 SR-Bank reported a 19% increase in its 2017 net profit, the biggest of the top four SpareBank 1 Alliance lenders. SpareBank
1 Østlandet and SpareBank 1 Nord Norge’s net profit rose by a more moderate 15%, while SpareBank 1 SMN’s climbed by 9%.

As measured by return on equity (ROE), the top performer among the four SpareBank 1 Alliance banks in 2017 was SpareBank 1 Nord-
Norge, with reported rate of 12.9% for 2017. This was also the highest ROE among all Norwegian commercial banks (see Exhibit 4).

Exhibit 4

SpareBank 1 Nord-Norge reported the highest return on equity in 2017
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All four banks benefited in 2017 from higher interest income thanks to a rise in lending volumes, just as a fall in the three month NIBOR
interbank lending rate reduced their funding costs. SpareBank Nord-Norge led the group with a ratio of net interest income to average
assets of 1.88%, closely followed by SpareBank 1 Østlandet with 1.86%.

SpareBank 1 SR-Bank and SpareBank 1 SMN both achieved a more moderate interest income to assets ratio of 1.52% in 2017, albeit
up from 1.48% and 1.41% respectively in 2016. This is because less profitable corporate lending make up a higher proportion of both
banks' loan books (see Exhibit 5).
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Exhibit 5

Net interest income rose due to increased lending and lower funding costs
Net interest income to average assets
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The four banks booked higher net fee and commission income in 2017, reflecting an increased contribution from their respective
subsidiaries, and from companies jointly owned by the wider SpareBank 1 Alliance. These companies provide real estate, accounting,
leasing and investment services, allowing the SpareBank 1 Alliance members to offer customers a broader range of products.

Net fee and commission income, including contributions from these companies, is a vital earnings stream for the four leading
SpareBank 1 Alliance banks, accounting for around 40% of SpareBank 1 SMN’s total revenues in 2017 and 36% of SpareBank 1
Østlandet's. SpareBank 1 Nord-Norge and SpareBank 1 SR-Bank relied on subsidiaries and associated companies for 30% and 29% of
total 2017 income respectively.

SpareBank 1 SMN reported 20% growth in net fee and commission income in 2017, the biggest increase of the four banks (see Exhibit
6). The improvement largely reflected expansion at the bank's accounting services subsidiary, SpareBank 1 Regnskapshuset SMN.

At the other end of the spectrum, SpareBank 1 SR-Bank achieved year on year growth in net fee and commission income of just 6%.
This reflected a reduction in the bank's stake in the SpareBank 1 Alliance's jointly owned covered bond companies (see below). As a
result, those companies' contribution to SpareBank 1 SR-Bank's earnings was flat.

Exhibit 6

Net fee and commission income increased in 2017
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Operating costs were generally well-controlled across all four SpareBank 1 Alliance banks. However, SpareBank 1 Østlandet's 2017 cost-
to-income ratio spiked to 54.3% from 45.4% in 2016, reflecting a first full-year cost contribution from Bank 1 Oslo Akershus, which it
acquired in June 2016. SpareBank 1 Østlandet's 2017 costs were also inflated by a one-off item of NOK30 million related to the bank's
initial public offering (IPO), which was completed in June 2017.

SpareBank 1 SR-Bank’s reported a cost-to-income ratio of 40.7% in 2017, the lowest of the group, while SpareBank 1 Nord-Norge and
SpareBank 1 SMN also reported sub-50% cost-income ratios (see Exhibit 7).

Exhibit 7

SpareBank 1 Østlandet's cost to income ratio rose following merger and IPO
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In 2017, SpareBank 1 Østlandet had a ratio of operating expenses to average assets of 1.80%, the highest of the four leading Alliance
banks, while SpareBank 1 SR-Bank had the lowest at 1.04%. However, the average on-balance sheet assets of SpareBank 1 Østlandet
are not comparable with those of SpareBank 1 SR-Bank, as the former transfers a higher volume of mortgage loans off balance sheet to
support covered bonds issuance.

SpareBank 1 SMN's 2017 ratio of operating expenses to average assets was at 1.62%, while SpareBank 1 Nord-Norge's was at 1.45%.

For SpareBank 1 SR-Bank and SpareBank 1 SMN, the net profit improvement in 2017 also reflected lower loan losses during the year as
their asset quality improved, while SpareBank 1 Østlandet benefited from net loan loss reversals (see above).

Liquidity buffers mitigate high reliance on market funds
The four biggest Sparebank 1 Alliance banks remain heavily geared towards market funding, particularly mortgage covered bonds.
Wholesale funding (including covered bonds) accounted for around 50% of the banks' total non-equity funding at the end of 2017.
However, the banks' sizeable liquidity buffers mitigate the risks associated with this high reliance on market funding, which can be
sensitive to shifts in investor sentiment.

We view positively the diversification benefit of covered bond funding, although extensive use of covered bonds increases the amount
of pledged assets unavailable for unsecured bondholders and depositors in liquidation.

All four banks reported 2017 liquidity coverage ratios (LCRs) well above the 80% requirement under Basel III, which rose to 90% as of
1 January 2018. SpareBank 1 SR Bank reported an LCR of 168% as of December 2017, closely followed by SpareBank 1 SMN with 164%.
SpareBank 1 Nord-Norge had a 2017 LCR of 126%, while Sparebank 1 Østlandet's stood at 114%.

During 2017, all four banks also reported solid deposit growth. SpareBank 1 SMN achieved the biggest increase with 13.9%, followed by
SpareBank 1 SR-Bank, whose deposit base expanded by 11%, reversing a decline of 3.9% in 2016. The increase at both banks was driven
by a sizeable inflow of public sector deposits. SpareBank 1 Østlandet and SpareBank 1 Nord-Norge reported more moderate deposit
growth of 4.6% and 7.4% respectively in 2017.

The four banks issue covered bonds through the SpareBank 1 Alliance's jointly owned covered bond companies SpareBank 1 Boligkreditt
(residential mortgages) and SpareBank 1 Naeringskreditt (commercial real estate mortgages).
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In December 2017, SpareBank 1 SR-Bank cut its ownership stake in SpareBank 1 Boligkreditt to 8% from 13.9% at the beginning of the
year. The bank set up its own covered bond company, SpareBank 1 SR-Boligkreditt, in 2015. By December 2017 the nominal volume of
covered bonds issued by this company was NOK 39.6 billion, or 21.2% of the bank's total gross loans (26.9 billion, or 14.8% of total
gross loans as of December 2016).

As of 31 December 2017, SpareBank 1 Østlandet was the largest owner of the SpareBank 1 Boligkreditt vehicle, with a stake of 21.1%.
This compared with 19.9% for SpareBank 1 SMN and 16.9% for SpareBank 1 Nord-Norge.
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8          12 March 2018 SpareBank 1 SR-Bank, SpareBank 1 SMN, SpareBank 1 Østlandet, SpareBank 1 N-N: SpareBank 1 Alliance Banks' 2017 profit up as economy strengthens

https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1076131
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1085599
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1094390
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1101949
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1101950
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1101951
https://www.moodys.com/research/SpareBank-1-Nord-Norge-Regular-update--PBC_1101952
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1075983
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1095188
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1060365
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1075676
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1100898
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1096661
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1065675


MOODY'S INVESTORS SERVICE FINANCIAL INSTITUTIONS

© 2018 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates (collectively, “MOODY’S”). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES (“MIS”) ARE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MOODY’S PUBLICATIONS MAY INCLUDE MOODY’S CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY
MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS
DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY’S
OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE
MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. CREDIT RATINGS AND MOODY’S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT AND DO NOT
PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY’S PUBLICATIONS COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS WITH THE EXPECTATION
AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

MOODY’S CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS OR MOODY’S PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT
YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER. ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW,
AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED
OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY
PERSON WITHOUT MOODY’S PRIOR WRITTEN CONSENT.

CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES
AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK.

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well
as other factors, however, all information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary measures so that the information it
uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY’S is not an auditor and cannot in every instance independently verify or validate information received in the rating process or in preparing the Moody’s publications.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any person or entity for any
indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information contained herein or the use of or inability to use any
such information, even if MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a
particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability for any direct or compensatory
losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the
avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH
RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”), hereby discloses that most issuers of debt securities (including
corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have, prior to assignment of any rating,
agreed to pay to Moody’s Investors Service, Inc. for appraisal and rating services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain
policies and procedures to address the independence of MIS’s ratings and rating processes. Information regarding certain affiliations that may exist between directors of MCO and
rated entities, and between entities who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually at
www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and Shareholder Affiliation Policy.”

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY’S affiliate, Moody’s Investors
Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended
to be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing to access this document from within Australia, you
represent to MOODY’S that you are, or are accessing the document as a representative of, a “wholesale client” and that neither you nor the entity you represent will directly or
indirectly disseminate this document or its contents to “retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an opinion as
to the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to retail investors. It would be reckless
and inappropriate for retail investors to use MOODY’S credit ratings or publications when making an investment decision. If in doubt you should contact your financial or other
professional adviser.

Additional terms for Japan only: Moody's Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly-owned by Moody’s
Overseas Holdings Inc., a wholly-owned subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating agency subsidiary of MJKK. MSFJ is not a Nationally
Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an
entity that is not a NRSRO and, consequently, the rated obligation will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit rating agencies registered
with the Japan Financial Services Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred
stock rated by MJKK or MSFJ (as applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for appraisal and rating services rendered by it fees
ranging from JPY200,000 to approximately JPY350,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.

REPORT NUMBER 1111963

9          12 March 2018 SpareBank 1 SR-Bank, SpareBank 1 SMN, SpareBank 1 Østlandet, SpareBank 1 N-N: SpareBank 1 Alliance Banks' 2017 profit up as economy strengthens

http://www.moodys.com


MOODY'S INVESTORS SERVICE FINANCIAL INSTITUTIONS

Analyst Contacts

Nondas Nicolaides +357.2569.3006
VP-Sr Credit Officer
nondas.nicolaides@moodys.com

Louise Eklund +46.8.5025.6569
Associate Analyst
louise.eklund@moodys.com

Jean-Francois Tremblay +44.20.7772.5653
Associate Managing
Director
jean-francois.tremblay@moodys.com

Sean Marion +44.20.7772.1056
MD-Financial Institutions
sean.marion@moodys.com

CLIENT SERVICES

Americas 1-212-553-1653

Asia Pacific 852-3551-3077

Japan 81-3-5408-4100

EMEA 44-20-7772-5454

10          12 March 2018 SpareBank 1 SR-Bank, SpareBank 1 SMN, SpareBank 1 Østlandet, SpareBank 1 N-N: SpareBank 1 Alliance Banks' 2017 profit up as economy strengthens


