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Executive summary

A Resilient economy despite low oil price
A Lower GDP-growth, but still growth
A Large current account and fiscal surpluses
A Low unemployment
A Strong housing market  (excluding Stavanger region)
A Improved cost competitiveness and increasing mainland export helped by NOK depreciation

A Robust, local saving banks
A 3 largest banking group in Norway
A Focus on retail lending

A High asset quality with low levels of doubtful & non -performing loans, low LTV and no direct exposure to
oil/offshore

A Strong and diversified deposit base
A Strong capitalization and high level of liquidity buffers
A Strong position in the local market

A Conservative covered bond company
A Maximum 60% LTV for mortgages at origination and strict underwriting criteria
A No arrears or losses since inception
A Prudent risk management with regards to refinancing, liquidity, currency, interest rate and counterparty risk
A Credit guarantees from and capital and liquidity support agreements with owners
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The operating environment

The Norwegian economy - Key indicators

A Constitutional monarchy; Non EU member (EEA member); Population of 5 million
A Aaa/AAA/[AAA rated country (all with stable outlook)
A

GDP per capita amongst the highest in the OECD countries - estimated at NOK 613 366 ($82,309) in 2014.
86% higher than the average in the EU-countries and 2" highest behind Luxembourg

A Contributors to growth expected in 2017:

A Positive contribution from private consumption, housing investments, public investments &

consumption and exports (excluding oil & gas)
A Marginal, negative contribution from reduced petroleum investments

2010 2011 2012 2013 2014 2015 2016E 2017E 2018E 2019E
GDP growth (Mainland) 1.8% 19% 38% 23% 22% 11% 07% 17% 22% 21%
Consumer price inflation 2.5 % 12% 08% 21% 20% 21% 3.6 % 23% 21% 24%
Unemployment 3.6 % 3,3% 32% 35% 35% 44% 4.7 % 45% 44% 43%
Private Consumption 3.8% 23% 35% 21% 20% 21% 1.5% 19% 20% 20%
Household savings rate 43%  62% 74% 74% 85% 104% 65% 66% 65% 6.4%
Houseprices 8.3 % 80% 6.7% 41% 27% 6.1% 7.3 % 72% 15% -0.7%
Interest rates (money market) 2.5 % 29% 22% 18% 1.7% 13% 1.1% 10% 10% 1.0%
Government net lending as % of GDP 11.0% 134% 138% 108% 87% 64% 3.0% 29% 28% n/a
Government pension fund / GDP 119 % 118% 129% 164% 204% 238% 235% 240% 244% 249%

Source: Statistics Norway & @konomiske analyser 5/2016 , OECD & Economic Outlook No 100 November 2016 and Norges Bank
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The operating environment

The Norwegian economy - Solid economic situation

Real GDP growth (rebased to 100 in 2006) Government net lending
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The operating environment

The Norwegian economy - Low unemployment

%

Norway has consistently lower unemployment rates
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A stable economy ensures a high rate of employment

The survey based unemployment rate have ranged between 4.6 and
5.0 %in 2016 after being below 4 %for more than a decade. Regions
hit by lower oil related activity/investments drags up the average.
Unemployment is expected to decline somewhat over the next
couple of years from current levels of 4,7%and remain at low levels
compared to elsewhere in Europe

Labour immigration to Norway has been high over the past 10 years
but is sensitive to changes in unemployment . Thus lower migration
is likely to counterbalance possible increase unemployment

A strong welfare system provides significant income protection :
average unemployment benefit is 62.4% of salary (capped at NOK
540 408) for a minimum of 104 weeks

Survey unemployment rate (LHS) and total employment
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The operating environment

The Norwegian economy - much more than petroleum

Norwegian GDP growth 0 dependent on much more than petroleum
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Annualized quarterly growth Prognosis

Source: Statistics Norway, @konomiske analyser 5/2016

Hourly labour cost in manufacturing relative to trading partners
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Public and private
consumption, housing
investment and export
are expected to be
positive contributors to
growth in 2017.
Petroleum investment
has been a drag on
growth for the last 2
years, but this effect are
expected to ebb away in
2017

Following the decline in
oil price since august
2014, the NOK has
weakened. This
improves
competitiveness for
Norwegian companies

Source: TBU, Statistics Norway, and Norges bank, projections broken lines
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The operating environment

Home ownership AAmong the highest in the world - around 80% are owner-occupied households

ATotal size of the mortgage market approximately NOK 2,324bn (EUR 242bn)

MoF lending AMortgages maximum LTV 85%
regulation*

AMortgages with an LTV > 60% are required to be amortizing

ADebt service ability is stress tested for a 5%-point increase in interest rates

ATotal debt over gross income less than 5

Tax incentives AAllinterest expenses are tax deductible in Norway at capital gains tax rate (25%)
APreferential treatment of properties when calculating the wealth tax (1.0%)

ACapital gain on a dwelling tax-free after one year of occupancy by the owner

Personal liability ABorrowers personally liable for their debt - also following foreclosures and forced sales
APrompt and efficient foreclosure process upon non-payment

AStrong incentives to service debt reflected in low arrears

ATransparent and reliable information about borrowers available to the lenders

Mortgage lending A97% of residential mortgage loans granted by banks/mortgage companies
ATypical legal maturity 25-30 years, on average 22-23 years

A90.1% of residential mortgages have variable interest rate (Q4 2015)
ALenders allowed to adjust interest rates with a six week notice

ANo “sub-prime” market in Norway

AVery limited buy-to-let market

* The Ministry of Finance sets mortgage guidelines in the regulation as of 1. June 2015, a stricter set of rules than the guidelines set prior to that



The operating environment

The housing market - Price development

Nominal house price development
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A Nominal house prices have increased by an average of 70% per annum
since 2000. However, when indexed by changes in disposable income
(5.7% per annum since 2000) the increase in house prices has been

moderate

A The housing market has been spurred by strong economic activity,
environment of low interest rates, wage increases, population growth

and inventory constraints

A There has been an increase in the divergence of house prices and volume
of unsold stock between petroleum regions (primarily Stavanger) and
the rest of the country (in particular Oslo) where the unsold stock

remains close to all time low levels.
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The operating environment

The housing market - Drivers of the housing market

Housing starts
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Shortage of new housing supply and a strong population
growth have been significant drivers of the strong price
growth in the Norwegian housing market since 2008

New home constructionis up from the record low levels of

2009 and 2010 and has recently evolved towards the higher

end of the range. This should mitigate the momentum on
house prices going forward

The population growth of 0.94 % p.a. since 1997 has been
driven both by excess birth rate (37%) and net immigration
(63%)

Low average lending rates for households

Strong population growth

50 5.4
45 7/ \ 152
40 VA 3
i [ N\ |50
ge]
3 [
825 / 4.6
l—20-—7 — /
e d | 4.4
15 AN _//J
- 4.2
10
~
.
0 T T 1T T T T 7T T T 1T T T T 1T T T T T 3.8
NOOOOTdANMITOWONOIOANMS LD O
DD O0OO0OO0OO0O0O000O0O0 dddddddd
loR N oNeNeNeNecNeNecNeoNeoNeolleo NoloNoNoNoNoNe]
HHHNNNNNNNNNNNNNNNNm

== ExCeSS births == Net immigration

Source: Statistics Norway, Q3 2016

Population (RHS)

Million

Low average lending rates

8

7/.\
~ O\

6

5/\\

R 4 N

3 \ \ -
] \-\--. _--"-"
0
e oao DO  — — NONM = s DWW WM W o O
O OO0 0 — — — ————————————————
o O O O O O O O o O o o0 o o0 o oo o o oo
NN N NN NN NNNNNNNCNNNN N NN

——Key policy rate

——Lending rate, households

Source: Statistics Norway, Norges Bank, projections broken lines, Q2 2016

10

eika.



The operating environment

Households financial position

Norwegian household interest burden, debt service and debt -to -income ratio (in %) Norwegian households with debt > 3 X total household income (in %)
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Household balance sheet Norwegian household net wealth (in NOK)
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The Eika banks consist of a group of 74 Norwegian
local banks and OBOS*

The Elikabanks® operations are fully
serving domestic customers. T he banks have a wide
geographical reach (presence in 18 out of 19 counties)

with a strong position  in the vibrant economic centres

in Central and Eastern Norway

Scope of the banking operations:
The third largest banking group in Norway
209 branch offices
2,332 employees
Total assets EUR 35,7 bn
0,9 million customers

Market share in lending to retail customers

A Up to 80% in local markets (except the largest cities)
A 10.2 % overall in Norway

Local banks with a unique market position

A The Eika banks have high client satisfaction and

loyalty among retail - and corporate clients

A Local based knowledge and credit committee

decisions

A Perceived to care about their clients

focused

on

*OBOS is the largest Nordic Cooperative Housing Association, established in 1929 and is owned by 226,000 members, mostly loca
Oslo-area. More information about ~ OBOS can be found on  www.0bos.no
EURNOK as of 31.12.2015: 9.6075
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