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The following is a translation of the Danish
original document. The original Danish text
shall be the governing text for all purposes
and in case of any discrepancy the Danish
wording shall be applicable.

Nordea Bank Danmark A/S is part of the Nordea Group.
Nordea’s vision is to be a Great European bank,
acknowledged for its people, creating superior value for
customers and shareholders. We are making it possible
for our customers to reach their goals by providing a wide
range of products, services and solutions within banking,
asset management and insurance. Nordea has around 11
million customers, approx. 1,400 branch offices and is
among the ten largest universal banks in Europe in terms

of total market capitalisation. The Nordea share is listed
on the NASDAQ OMX Nordic Exchange in Stockholm,

Helsinki and Copenhagen.
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Kev financial figures

Group

Parent company

Business volumes, key items (DKKm) 2011 2010 Change % 2009 2011 2010 Change % 2009
Total operating income 16,090 18,291 -12 17,772 14,837 15,693 -5 16,044
Total operating expenses -10,480 -10,335 1 -10,458 -10,152 -9,856 3 -10,131
Profit before loan losses 5610 7,956 -29 7,314 4685 5,837 -20 5,913
Net loan losses -2,761  -3,399 -19 5,113 -2,380 -3,172 -25 -4,815
Operating profit 2,849 4557 -37 2,201 2,305 2,665 -14 1,098
Net profit for the year 2,188 3,480 -37 1,450 1,685 2,099 -20 600
Loans to the public, DKKbn 607 679 -11 670 267 361 -26 369
Deposits and borrowings from the public, DKKbn 313 347 -10 324 315 348 -9 315
of which savings deposits 201 196 3 173 201 196 3 173
Equity, DKKbn 32 33 -3 30 22 24 -8 22
Total assets, DKKbn 902 997 -10 1,033 766 892 -14 924
Ratios and key figures (%)
Return on equity 6.8 11.0 4.3 7.4 9.1 2.6
Cost/income ratio 65 57 59 68 63 63
Tier 1 capital ratio’ 10.1 8.9 8.9 10.3 8.8 9.7
Total capital ratio™? 17.0 15.4 12.0 17.7 15.6 13.2
Tier 1 capital’, DKKm 29,312 27,621 28,885 28,662 26,711 28,411
Risk-weighted assets!, DKKbn 289 310 312 277 305 292
Loan loss ratio, basis points 40.6 50.8 77.7 65.9 86.0 128.1
Number of employees! (full-time equivalents) 7,885 7,968 7,964 7,565 7,647 7,280

1 End of the year.

2 Total capital ratio for 2010 includes a subordinated loan of EUR 1.45bn (tier 2 capital) issued in February 2011. Excluding this
subordinated loan the ratio amounted to 11.9% in the Group and 12.0% in the parent company.
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Nordea Bank Danmark
Directors’ report

Throughout this report the terms “Nordea Bank
Danmark” and “NBD” refer to Nordea Bank
Danmark A/S and its subsidiaries. Nordea Bank
Danmark A/S is a wholly-owned subsidiary of
Nordea Bank AB (publ), the parent company of
the Nordea Group. The Nordea Bank AB Group is

referred to as “Nordea”.

Nordea Bank Danmark A/S is domiciled in
Copenhagen and its business registration number
is 13522197.

Group organisation

As part of Nordea, NBD operates in the

banking business. All the operations of NBD are
integrated in the operations of the Nordea Group,
whose annual report, with activities and earnings
reported by the customer areas, encompasses the
operations of NBD in their entirety.

Subsidiaries and foreign branches

The most significant subsidiaries are Nordea
Kredit Reaikreditaktieselskab, through which the
bank carries on mortgage lending activities, and
Nordea Finans Danmark A/S, through which the
bank carries on financing, leasing and factoring
activities. The subsidiary Fionia Asset Company
holds a portfolio of bonds and a few properties.
The banking activities in Fionia were transferred

to Nordea Bank Danmark in 2010.

NBD has no foreign branches.

Comments on the income statement
(NBD Group)

NBD's operating profit amounted to DKK 2.8bn
(DKK 4.6bn) (the comparative figures in brackets
refer to 2010), down by 37% compared to 2010.
Net profit for the year decreased by 37% to DKK
2.2bn (DKK 3.5bn). Return on equity was 6.8%
(11.0%).

Total operating income amounted to DKK 16.1bn
(DKK 18.3bn), down by 12% compared to 2010
mainly related to Net result from items at fair
value. Net interest income decreased by 4% and
Net fee and commission income increased by
5%.Total operating expenses increased by 1%

to DKK 10.5bn (DKK 10.3bn). Profit before loan
losses decreased by 29% to DKK 5.6bn (DKK
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8.0bn). Net loan losses decreased by DKK 0.6bn
to DKK 2.8bn (DKK 3.4bn).

Despite the challenging economic environment
and turbulence in the financial markets the
results for 2011 showed a robust development in
customer business volumes.

Operating income
Total operating income decreased by 12% to

DKK 16.1bn (DKK 18.3bn) mainly related to
lower net result from items at fair value.

Net interest income decreased by 4% to

DKK 11.1bn (DKK 11.6bn). Net interest income
from customer-driven business increased by 4%,
while lower net interest income from Treasury
activities resulted in lower total net interest
income compared to last year. Lending and
deposit volumes in Retail Banking continued to
grow. The level of margins on deposits from and
lending to household customers increased, but
was partly offset by somewhat lower lending
margins on corporate customers. Lending to the
public excluding reverse repos increased by 4%
and deposits from the public excluding repos
increased by 2%. The decrease in net interest
income from Treasury was mainly related to
lower interest income on the bond portfolio.

Net fee and commission income increased by 5%

to DKK 4.2bn (DKK 4.0bn). Savings-related
commissions increased by 6% to DKK 2.7bn
(DKK 2.5bn) mainly due to higher brokerage and
asset management commissions. The increase

in brokerage was mainly related to internal
invoicing to Nordea Bank Finland affected by
higher fees from the service agreement on fixed
income. Lending-related commissions increased
by 12% to DKK 0.9bn (DKK 0.8bn) due to higher
business activity. Other commission income
decreased by 32% to DKK 0.3bn (DKK 0.4bn) due
to decreased securitisation fees. Total commission
expenses decreased by 16% to DKK 0.4bn (DKK
0.5bn).

Net result from items at fair value decreased by
DKK 1.6bn to DKK 0.0bn (DKX 1.6bn) from a
high level in 2010. The performance on fixed
income in Treasury was satisfactory despite
volatility in the fixed-income market, but the
weak equity markets and lower results on
unlisted private equity funds, including Axcel II,
had a negative impact on the result from items at




fair value. The net result from customer-driven
activities in Markets was down as expected

due to the transfer of fixed-income activities to
Nordea Bank Finland.

Profit from companies accounted for under the equity
method decreased to DKK 0.1bn (DKK 0.2bn). The

decrease is primarily attributable to the lower
result in LR Realkredit.

Other operating income decreased by DKK 0.2bn
to DKK 0.6bn (DKXK 0.8bn).

Operating expenses

Total operating expenses increased by 1% to
DKK 10.5bn (DKX 10.3bn). Total operating
expenses, excluding costs to the Danish bank
packages, increased by 8%.

Nordea implemented a New Normal plan in

the autumn of 2011 in order to increase cost
efficiency and profitability. According to the New
Normal plan, the number of employees will be
reduced by 550-600 and the branch network will
be adjusted to the change in customer behaviour.
Restructuring costs of DKK 317m (DKK 260m in
staff costs and DKK 57m in other expenses) are
included in 2011.

Staff costs increased by DKK 7% to DKK 6.4bn
(DKK 6.0bn). Excluding the New Normal
restructuring costs in 2011, the increase in staff
costs was 3% mainly relating to wage inflation
and increased payroll tax. The payroll tax rate
increased from 9.13% in 2010 to 10.5% in 2011.
Variable salaries decreased compared to 2010 to
some extent due to the conversion of variable
salaries to fixed salaries.

The number of full-time employees (FIEs) at the
end of the year decreased by 3% to 7,735 (7,968),
excluding insourcing of I'T operations of 150

FTEs. The average number of full-time equivalent
positions was 8,036 (7,949).

Other expenses amounted to DKK 3.4bn
(DKK 3.1bn), up by 9% compared to last year due
to the New Normal plan and lower VAT refunds.

Other operating expenses decreased by DKK
0.6bn to DKXK 0.4bn (DKK 1.0bn). Other
operating expenses in 2010 consisted of the
guarantee commission for the Danish state
guarantee scheme under Bank Package I.

In 2011 other operating expenses consisted

of losses to the Danish Deposit Guarantee

Fund in connection with the bankruptcy of
Amagerbanken, Fjordbank Mors and Max

Bank (Bank Packages IlI and IV). NBD’s share

of the Danish Deposit Guarantee Fund was
approximately 20% at the end of December 2011.

The cost/income ratio was up to 65% compared
to 57% last year.

Loan losses

Net loan losses decreased by 19% to DKK 2.8bn
(DKK 3.4bn). Loan losses excluding losses in 2010
related to the Danish state guarantee scheme
(Bank Package I) at DKK 0.7bn increased by 4%.
The loan loss provisions continued to be at a

high level due to the less favourable economic
conditions in the Danish market. Losses on
individually assessed loans increased by DKK

0.8bn, while losses on collectively assessed loans
decreased by DKK 0.7bn.

The loan loss ratio excluding Bank Package 1
amounted to 41 bp (40 bp). Individual net loan
losses excluding Bank Package I amounted to 51
bp, compared to 39 bp last year, and net collective
provisions were positive with 10 bp, compared to
1 bp last year.

As a consequence of economic and to a certain
extent also political uncertainty the activity level
in the real estate market continues to be low.
Consumer spending is under pressure due to
the high level of uncertainty that also includes a
perceived decrease in job security. Due to these
circumstances losses increased in the household
segment in connection with significant events
like unemployment, divorce, sickness efc.

An increasing polarisation is observed in the
Danish corporate market where the gap between
successful and less successful companies

is growing. Still the SME segment and the
agricultural industry in general are facing the
biggest challenges. Overall the credit quality

is still good and postitive rating migration is
continuing in the corporate portfolio.

Taxes

- Income tax expense was DKK 0.7bn (DKK 1.1bn).

The effective tax rate was 23% (24%) pmnar]ly
affected by non-taxable income on companies
accounted for under the equity method and on
shares.
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Net profit

Net profit for the year decreased to DKK 2.2bn
compared to DKK 3.5bn last year primarily due
to the lower net result from items at fair value.
The return on equity was 6.8% (11.0%).

Comments on the balance sheet
(NBD Group)

The total balance sheet decreased by DKK 95bn

to DKK 902bn (DKK 997bn), or 10%, during 2011.

The decrease was mainly related to repurchase
agreements and reverse repurchase agreements
due to the centralisation of Markets fixed-
income activities in Nordea Bank Finland. The
centralisation will continue in 2012.

All balance sheet items in foreign currencies
are translated into DKK at the actual year-end
currency exchange rates. See Note 1 for more
information regarding accounting policies.

Assetls

Loans to credit institutions increased by DKK
6bn to DKK 84bn (DKK 78bn). An increase

in certificates of deposit in the Danish central
bank more than off-set the decrease in reverse
repurchase agreements mentioned above.

Loans to the public decreased by 11% to DKK
607bn (DKK 679bn). Loans to the public
excluding reverse repurchase agreements
increased by 4% to DKK 600bn (DKK 578bn).
Lending to household customers increased

by DKK 26bn and lending to the public sector
increased by DKK 3bn. Lending to corporate
customers decreased by DKK 101bn affected by
the above-mentioned centralisation of repurchase
agreements in Nordea Bank Finland.

Interest-bearing securities increased by 1% to

DKK 101bn (DKK 100bn). Financial instruments
pledged as collateral decreased by DKK 8bn to
DKK 13bn (DKK 21bn) related to the decrease in
repurchase agreements. NBD’s own portfolio of
interest-bearing securities consists of high-grade
securities and did not include PIIGS (Portugal,
Italy, Ireland, Greece and Spain) sovereign
issuers.

Shares decreased by DKK 3bn to DKK 14bn (DKK
17bn).
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Investments in associated undertakings increased
to DKK 1.0bn (DKK 0.5bn) mainly related to
the purchase of Nordea Bank Norway ASA’s 5%
stake in Nets Holding A/S at fair value in 2011.

Other assets decreased by DKK 21bn to

DKK 63bn (DKK 84bn) relating to decreased
receivables on sold bonds.

Liabilities

Deposits by credit institutions decreased by

DKK 95bn to DKK 145bn (DKK 240bn) mainly
due to the above-mentioned transfer of Markets’
repurchase agreements to Nordea Bank Finland.

Deposits and borrowings from the public decreased
by 10% to DKK 313bn (DKXK 347bn), but
excluding repurchase agreements deposits
increased by DKK 2% to DKK 312bn (DKK

305bn), reflecting higher business volumes.

Debt securities in issue increased by DKK 15bn
to DKK 287bn (DKK 272bn), reflecting higher

business volumes in the subsidiary Nordea Kredit
Realkreditaktieselskab.

Other liabilities increased by DKK 10bn to

DKK 88bn (DKK 78bn) mainly due to increased
payables on purchased bonds.

Provisions

Provisions decreased by DKK 1.4bn to DKK
0.7bn (DKK 2.1bn). In 2011 provisions were
mainly related to the New Normal restructuring
provision and provisions regarding off-balance
sheet items. In 2010 provisions mainly related

to the provision regarding the Danish state
guarantee scheme (Bank Package I).

Equity
Shareholders’ equity including minority interests
amounted to DKK 32bn at the end of 2011. Net

profit for the year was DKK 2.2bn.

Annual general meeting
Shareholders” equity for the parent company
amounted to DKK 22bn at the end of 2011. The

net profit of the parent company for the year
amounted to DKK 1.7bn.

It is proposed that the net profit of DKK 1.7bn

will be transferred to retained earnings and that
no dividend is paid for 2011.
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Off-balance sheet commitments
(Group)

The bank’s business operations include a large
proportion of off-balance sheet items. These
include commercial products such as guarantees,
documentary credits and credit commitments.

Credit commitments and unutilised credit

lines amounted to DKK 180bn (DKK 177bn),
whereas guarantees and granted but not utilised
documentary credits as well as other off-balance

sheet commitments totalled DKK 28bn (DKK 31bn).

NBD participates in the compulsory Danish
Deposit Guarantee Fund, which guarantees
losses in connection with bankruptcy and
liquidation of banks. NBD’s share of the

Danish Deposit Guarantee Fund’s losses was
approximately 20% at the end of December 2011.

FSA Diamond

NBD A/S has all year complied with the
requirements of the Supervisory Diamond.

31 Dec 31 Dec

2011 2010
Large exposure (max 125%) 26%  69%
Increase in lending (max 20%) -26% -2%
Real estate exposure (max 25%) 7% 6%
Stable funding ratio (max 1) 0.77 0.82
Liquidity excess coverage (min 50%) 122%  108%

Nordea Bank Danmark continues to have a

strong funding position with surplus of deposits.
At 31 December 2011 the stable funding ratio

excluding group internal subordinated loans and
equity was 0.91 (0.94).

The liquidity buffer primarily consisted of high-
grade liquid securities.

Capital adequacy

At year-end the NBD Group’s risk-weighted
assets (RWA) were DKK 289bn (DKK 310bn). The
decrease was primarily due to lower RWA from
credit risk on corporates covered by the Internal
Rating Based approach.

At year-end, the NBD Group’s total capital ratio
was 17.0% (15.4%) and the tier 1 capital ratio was

abtalBefolt 2011 K,

10.1% (8.9%). The corresponding figures for the
parent company were 17.7% (15.6%) and 10.3%
(8.8%) in 2011.

In order to strengthen the capital base a
subordinated loan of EUR 1.45bn (approximately
DKK 10.8bn) was issued in February 2011. The
subordinated loan is included in the above
mentioned total capital ratios for 2010. The impact
on total capital ratios was approximately 3.5%.

The Board of Directors confirms the assumption
that the bank is a going concern, and the annual
financial statements have been prepared based on
this assumption.

Ratings

NBD’s ratings are unchanged except for Moody's
long-term rating that changed one notch from

Aa2 to Aa3 following Moody’s changed view on
the Danish banking sector.

Rating, January 2012 ) Short Long
Moody’s P-1 Aa3
S&P A-1+ AA-
Fitch Fl+ AA-

DBRS R-1 (high) AA

Changes in the Executive Management

A new Nordea organisation was implemented
on 1 June 2011. The new organisation builds on
the value-chain thinking that has been central
in the Nordea operating model since 2007. The
reorganisation was developed around the three
main business areas: Retail Banking, Wholesale
Banking and Wealth Management. All parts

of the value chains — customer responsibility,
support, products, staff and IT development — are
incorporated into these business areas with the
clear objective to improve efficiency, increase
ROE and deepen the customer relationship.

In connection with the new organisation Peter
Schiitze decided to retire and Michael Rasmussen
was appointed Chairman of the Executive
Management. Anders Jensen and Peter Nyegaard

joined the Executive Management at 1 September
2011.
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Risk, liquidity and capital risk management regarding Structural Interest

management Income Risk (SIIR).
Risk, liquidity and capital management are key The CEO and GEM regularly review reports on
success factors in the financial services industry. risk exposures and have established the following
Exposure to risk is inherent in providing financial committees for risk, liquidity and capital
services, and Nordea assumes a variety of risks management:
in its ordinary business activities, the most
significant being credit risk. The maintaining of * The Asset and Liability Committee (ALCO),
risk awareness in the organisation is incorporated chaired by the Chief Financial Officer (CFO),
into the business strategies. Nordea has clearly prepares issues of major importance concerning
defined risk, liquidity and capital management Nordea’s financial operations, financial risks as
frameworks, including policies and instructions well as capital management for decision by the
for different risk types and for the capital structure. CEO in GEM.
* The Risk Committee, chaired by the Chief

Management principles and control within Risk Officer (CRO), oversees the management
Nordea and control of Nordea’s risks on an aggregate
Board of Directors and Board Credit level and evaluates the sufficiency of the risk
Committee frameworks, controls and processes associated
The Board of Directors of Nordea has the with these risks. Further, the Risk Commiittee
ultimate responsibility for limiting and decides, within the scope of resolutions
monitoring Nordea’s risk exposure as well as for adopted by the Board of Directors of Nordea
setting the targets for the capital ratios. Risk is the allocation of the market risk limits as well
measured and reported according to common as liquidity risk limits to the risk-taking units
principles and policies approved by the Board Group Treasury and Markets. The limits are set
of Directors of Nordea, which also decides on in accordance with the business strategies and
policies for credit, market, liquidity, business, are reviewed at least annually. The heads of
operational risk management and the ICAAP. All the units allocate the respective limits within
policies are reviewed at least annually. the unit and may introduce more detailed

limits and other risk mitigating techniques
In the credit instructions, the Board of Directors such as top-loss rules. The Risk Committee has
of Nordea decides on powers to act for credit established two sub-committees for its work
conunittees at different levels within the and decision-making within specific risk areas.
customer areas. These authorisations vary for * The two committees are the Group Valuation
different decision-making levels, mainly in Committee (GVC) and the Credit Risk Model
terms of size of limits, and are also dependent Validation Committee (CRMVC). GVC’s
on the internal rating of customers. The Board of prime responsibility is the valuation of traded
Directors of Nordea also decides on the limits for financial instruments and GRMVC to review
market and liquidity risk in Nordea. and approve the validation of credit risk models

and parameter estimation (PD, LGD and EAD).
The Nordea Board Credit Committee assists * The Group Executive Management Credit
the Nordea Board of Directors in fulfilling Committee (GEM CC) and the Executive Credit
its oversight responsibilities concerning Committee (ECC) are chaired by the CRO and
management and control of the risks, risk the Group Credit Committee Retail Banking
frameworks, controls and processes associated (GCCR) and the Group Credit Committee
with Nordea’s operations. Wholesale Banking (GCCW) by the Chief

Credit Officer (CCO). These credit committees
CEO and GEM decide on major credit risk limits and industry
The Chief Executive Officer (CEO) has the overall - policies for Nordea. Credit risk limits are
responsibility for developing and maintaining granted as individual limits for customers or
effective risk, liquidity and capital management consolidated customer groups and as industry
principles and control. limits for certain defined industries.
The CEO in Group Executive Management CRO and CFO
(GEM) decides on the targets for Nordea’s Within the Group, two units, Group Risk
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Management and Group Corporate Centre, are
responsible for risk, capital, liquidity and balance
sheet management. Group Risk Management,
headed by the CRO, is responsible for the

risk management framework and processes

as well as the capital adequacy framework.
Group Corporate Centre, headed by the CFO, is
responsible for the capital policy, the composition
of the capital base and for management of
liquidity risk and structured interest income risk.

Each customer area and product area are primarily
responsible for managing the risks in its opera-
tions within the applicable limits and framework,
including identification, control and reporting.

Management principles and control within
Nordea Bank Danmark

As in all other subsidiaries within Nordea the
Board of Directors of Nordea Bank Danmark
is responsible for monitoring the bank’s risk
exposure as well as for approvmg the setting
of targets for capital ratios and the individual
solvency need. This is in line with the above
mentioned Nordea Group instructions.

In accordance with the Executive Order on
Management and Control of Banks etc. NBD
has appointed a Chief Risk Officer (CRO). The
CRO reports to the Executive Management of

NBD and is responsible for the overall Risk
Management coordination in NBD.

The NBD Risk Management Charter defines
the role, responsibilities, tasks and mandate
of the CRO and forms part of Nordea’s risk
management framework.

All risk management functions report to Nordea’s
pan-Nordic risk management organisation.

The risk management functions of NBD are
represented by independent units which

are responsible for risk management in the
individual areas.

To ensure prudent risk management at NBD

the role of the CRO is to provide an overview .
of NBD's risks. The interaction between the
individual risk management units and the CRO
includes credit risk, market risk, liquidity risk
and operational risk. The credit risk function
comprises Group Credit, Group Credit Control
and Group' Ceipital Risk Management. Moreover,

the CRO meets with Group IT and Group
Finance on a quarterly basis.

The interaction is to ensure clear communication
channels to the CRO so that critical events are
reported efficiently and rapidly to the Executive
Management. Moreover, the CRO is to ensure
that the individual risk management functions
prepare reports that sum up the risk picture

of NBD. On the back of the reports, the CRO
prepares an overall assessment of the risk
picture of NBD and points out any other risks.
The assessment is submitted to the Executive
Management and the Board of Directors
quarterly.

The CRO is furthermore responsible for
preparing quarterly proposals to the Executive
Management and the Board of Directors
concerning individual solvency needs (ISN) and
for ensuring that documentation to this effect is
incorporated into the ICAAP report.

Monitoring and reporting

The control environment in Nordea is based

on the principles of segregation of duties and
independence. Monitoring and reporting of risk
is conducted on a daily basis for market and
liquidity risk, on a monthly and quarterly basis
for credit and operational risk.

Risk reporting is regularly made to the Risk
Committee, GEM and to the Board of Directors
for both Nordea and NBD. Reporting of the
internal required capital includes all types of risks
and is made regularly to ALCO. Group Internal
Audit makes an independent evaluation of the
processes regarding risk and capital management
in accordance with the annual audit plan.

The Pillar 3 disclosure — Capital and risk
management report

Further, more detailed information on risk

and capital is presented in the disclosure in
accordance with the Pillar 3 requirements
according to the CRD in the Basel II framework at
www.nordea.com.

Risk management

Credit risk management

Group Risk Management is responsible for the
credit risk management framework, consisting
of policies, instructions and guidelines for
Nordea. Group Credit Control is responsible for
controlling and monitoring the quality of the
credit portfolio and the credit process.

Each customer area and product area are
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primarily responsible for managing the credit
risks in its operations within the applicable
framework and limits, including identification,
control and reporting. Within the powers to act
granted by the Board of Directors of Nordea,
credit risk limits are approved by decision-
making authorities on different levels in the
organisation. The rating of the customer and the
amount decide at which level the decision will be
made. The credit decision-making structure has
been adjusted with effect from the third quarter
of 2011 for the benefit of each business area,
following organisational changes in the Group in
the second quarter of 2011. The Group Executive
Management Credit Committee (GEM CC)
decides on proposals related to major principle
issues. Responsibility for a credit exposure lies
with the customer responsible unit. Customers
are assigned a rating or score in accordance with
the Nordea framework for quantification of credit
risk.

Credit risk definition and identification
Credit risk is defined as the risk of loss if
counterparts fail to fulfil their agreed obligations
and the pledged collateral does not cover the
claims. Credit risk stems mainly from various
forms of lending, but also from guarantees and
documentary credits, counterparty credit risk in
derivatives confracts, transfer risk attributable
to the transfer of money from another country
and settlement risk. Risks in specific industries
are followed by industry monitoring groups

Nordea Bank Danmark Group

Credit risk exposure and loans

and managed through industry policies, which
establish requirements and limits on the overall
industry exposure.

Credit risk appetite

Nordea has defined its credit risk appetite as an
expected loan loss level of 25 bp over the cycle.
Net loan losses over the past years show an
average not exceeding this level.

Individual and collective assessment of
impairment

Throughout the process of identifying and
mitigating credit impairments, Nordea works
continuously to review the quality of credit
exposures. Weak and impaired exposures

are closely and continuously monitored and
reviewed at least on a quarterly basis in terms
of current performance, business outlook, future
debt service capacity and the possible need for
write downs.

A provision is recognised if there is objective
evidence based on loss events or observable
data that the customer’s future cash flow has
weakened to the extent that full repayment is
unlikely, collateral included. Exposures with
provision are considered as impaired. The size of
the provision is equal to the estimated loss being
the difference between the carrying amount of
the outstanding exposure and the discounted
value of the future cash flow, including the value
of pledged collateral. Exposures that have been

(excluding cash and balances at central banks and settlement risk exposure)

31 Dec 31 Dec
DKXm 2011 2010
To credit institutions 84,150 77,898
To the public 607,082 679,315
- of which corporate 299,753 400,270
- of which household 297,866 272,400
- of which public sector 9,463 6,645
Total loans 691,232 757,213
Off-balance credit exposure? 208,402 207,891
Counterparty risk exposure? 546 4,993
Interest-bearing securities® 108,652 117,670 .
Total credit risk exposure in the banking operations 1,008,832 1,087,767

! Of which for corporate customers approximately 93%.

* After close-out netting and collateral agreements, including current market value exposure as well as potential future exposure.

> Includes interest-bearing securities pledged as collateral in repurchase agreements.
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past due more than 90 days are automatically
regarded as non-performing, and reported as
non-performing and impaired or not impaired
depending on the deemed loss potential.

In addition to individual impairment testing of
all individually significant customers, collective
impairment testing is performed for groups

of customers that have not been found to be
impaired on individual level. The collective
impairment is based on the migration of rated
and scored customers in the credit portfolio as
well as management judgement. The assessment
of collective impairment reacts to up- and down-
ratings of customers as well as hew customers
and customers leaving the portfolio. Also
customers going to and from default affect the
calculation. Collective impairment is assessed
quarterly for each legal unit. The rationale for
this two-step procedure with both individual and
collective assessment is to ensure that all incurred

losses are accounted for up to and including each
balance sheet day.

Further information on credit risk is presented in
Note 47.

Credit portfolio

Credit risk exposure is measured and presented
as the principal amount of on-balance sheet
claims, ie loans to credit institutions and the
public, and off-balance sheet potential claims on
customers and counterparts, net after allowances.
Exposure also includes the risk related to
derivatives contracts and securities financing.
NBD's total credit risk exposure has decreased by
7% to DKK 1,009bn during 2011 (DKK 1,088bn).
The largest credit risk exposure is loans to the
public, which in 2011 decreased by 11% to DKK
607bn (DKK 679bn).

Loans to corporate customers at the end of

2011 amounted to DKK 300bn (DKK 400bn), a
decrease of 25%, while lending to household
customers increased by 9% to DKK 298bn (DKK
272bn). The portion of total lending to the public
going to corporate customers was 49% (59%)

and to household customers 49% (40%). Loans to
credit institutions, mainly in the form of inter-
bank deposits, amounted to DKK 84bn at the end
of 2011 (DKK 78bn).

Loans to corporate customers
The main decreases in the lending portiolio were
in the sectors “Financial instifutions”, “Other,
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public and organisations”, “Industrial commercial
services etc.” as well as in “Consumer staples
(food, agriculture etc.)”. Consumer staples (food,
agriculture etc.) is the largest sector in NBD’s
lending portfolio, at DKK 56bn (DKK 63bn).

Most corporates have a strong financial position
with relatively good outlook.

The distribution of loans to corporates by size of
loan shows a high degree of diversification where
approx 66% (52%) of the corporate volume is for

loans on a scale of up to EUR 50m per customer.
See Note 47.

Credit risk mitigation is an inherent part of

the credit decision process. In every credit
decision and review the valuation of collateral is
considered as well as the adequacy of covenants
and other risk mitigations.

Pledging of collateral is the main credit risk
mitigation technique. In corporate exposures, the
main collateral types are real estate mortgages,
floating charges and leasing objects. Collateral
coverage is higher for exposures to financially
weaker customers than for those who are
inancially strong.

Regarding large exposures, syndication of loans
is the primary tool for managing concentration
risk while credit risk mitigation by the use of
credit default swaps has been applied to a limited

extent.

Covenants in credit agreements do not substitute
collaterals but are an important complement to
both secured and unsecured exposures. Most
exposures of substantial size and complexity
include appropriate covenants. Financial
covenants are designed to react to early warning
signs and are carefully monitored.
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Nordea Bank Danmark Group
Loans to the public by industry

31 Dec 31 Dec
DKKm 2011 2010
Energy (oil, gas etc) 8 24
Metals and mining materials 266 122
Paper and forest materials 2,672 1,980
Other materials (chemical, building matetc) 4,692 6,536
Industrial capital goods 2,945 4550
Industrial commercial services etc 37,600 52,467
Construction and engineering 9,076 9,638
Shipping and offshore 8,746 10,292
Transportation 6,153 5,904
Consumer durables (cars, appliances etc) 4,306 4,042
Media and leisure 6,872 7,388
Retail trade 34,487 33,371
Consumer staples (food, agriculture etc) 56,463 62,541
Health care and pharmaceuticals 4,858 6,455
Financial institutions 36,821 98,873
Real estate management and investment 54,164 48,530
IT software, hardware and services 4844 6,810
Telecommunication equipment 54 77
Telecommunication operators 981 1,988
Utilities (distribution and production) 11,843 7,783
Other, public and organisations 11,902 30,899
Corporate 299,753 400,270
Household mortgages 205,170 184,607
Household consumer 92,696 87,793
Public sector 9463 6,645
Total 607,082 679,315

Loans to household customezrs

In 2011, mortgage loans and consumer loans

increased to DKK 205bn (DKK 185bn) and DKK
93bn (DKK 88bn) respectively. The proportion of

mortgage loans of total household loans was 69%

(68%). Collateral coverage is high for mortgage

loans to household customers, whereas consumer

loans to this segment have a lower degree of

collateral.

Geographical distribution

Lending to the public distributed by borrower
domicile shows that the Nordic market accounts

for 97% (93%) of which Denmark accounts

for 95% (91%). Other EU countries represent

the main part of lending outside the Nordic

countries.

Rating and scoring distribution

One way in which credit quality can be assessed
is through analysis of the distribution across
rating grades, for rated corporate customers and
institutions, as well as risk grades for scored

household and small business customers, ie retail
exposures.

Improving credit quality was seen in 2011, mainly
in the corporate credit portfolio. 71% (67%) of the
corporate exposure was rated 4~ or higher.
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The proportion of institutional exposure rated 5-
or higher was 97% (98%). Impaired loans are not
included in the rating/scoring distributions.

Nordea Bank Danmark Group
Exposure 31 Dec 2011, distributed by rating/risk grades
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Impaired loans

Impaired loans gross increased during the year to
DKK 18,387m from DKK 13,236m, corresponding

to 263 bp of total loans. 69% (71%) of impaired
loans gross were performing loans and 31%
(29%) are non-performing loans. Impaired loans
net after allowances for individually assessed
impaired loans amounted to DKK 11,548m
(DKK 7,989m), corresponding to 165 bp of total
loans. Allowances for individually assessed loans
increased to DKK 6,839m from DKK 5,247m.
Allowances for collectively assessed loans
decreased to DKK 1,316m from DKK 1,975m.
The provisioning ratio was 44% (55%). The
sectors with the largest increases in impaired
loans were “Household consumer”, “Financial
institutions” and “Shipping and offshore” as well
as “Consumer staples (food, agriculture etc.)”.

Past due loans to corporate customers that are
not considered impaired decreased to DKK
6,631m (DKK 10,125m). The volume of past due
loans to household customers decreased to DKK
2,776m (DKK 2,846m) in 2011, see Note 47.

Nordea Bank Danmark Group

Net loan losses

Net loan losses excluding Bank Package I

were DKK 2,749m in 2011 (DKK 2,647m). This
corresponds to a loan loss ratio of 41 bp. DKK
1,392m (DKK 1,489m) relates to corporate
customers and DKK 1,357m (DKK 1,158m)
relates to household customers. The main losses
were in the corporate sectors “Other, public

and organisations”, “Consumer staples (food,
agriculture etc.)”, “Financial Institutions”and “Real
estate management and investment”. The loan
loss ratio in NBD Retail Banking was 51 bp (56
bp). Net loan losses as well as impaired loans
continue to stem from a large number of smaller
and medium-sized exposures rather than from a
few large exposures.

Counterparty risk

Counterparty risk is the risk that Nordea's
counterpart in a FX, interest, commodity, equity
or credit derivative contract defaults prior to

the maturity of the contract and that Nordea at
that time has a claim on the counterpart. The
pre-settlement risk (“worst-case-scenario”) at
the end of 2011 was DKK 0.5bn, of which the
current exposure net (after close-out and collateral
reduction) represents DKK Obn. 100% of the pre-
settlement risk was towards Financial institutions.

Loans to the public, impaired loans gross and allowances, by industry

DKKm, 31 Dec 2011 Impaired loans Allowances Provisioning ratio %
Energy (oil, gas etc) - - -
Metals and mining materials 1 1 62.4%
Paper and forest materials 30 23 77.0%
Other materials (chemical, building materials etc) 170 73 42.8%
Industrial capital goods 425 136 32.1%
Industrial commercial services etc 799 393 49.2%
Construction and engineering 551 240 43.5%
Shipping and offshore 1,285 255 19.9%
Transportation 238 119 50.1%
Consumer durables (cars, appliances etc) 507 213 42.0%
Media and leisure 346 155 44.9%
Retail trade 1,122 758 67.6%
Consumer staples (food, agriculture etc) 3,669 1,433 39.0%
Health care and pharmaceuticals 55 18 32.9%
Financial institutions 1,738 564 32.4%
Real estate management and investment 1,414 535 37.8%
IT software, hardware and services 215 103 48.1%
Telecommunication equipment 0 0 102.1%
Telecommunication operators 4 4 103.3%
Utilities (distribution and production) 44 15 34.1%
Other, public and organisations 800 399 49,9%
Corporate 13,413 5,437 40.5%
Household mortgages 351 384 109.4%
Household consumer 4,623 2,334 50.5%
Public sector - - -
Total 18,387 8,155 44,4%
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Nordea Bank Danmark Group
Impaired loans, allowances and ratios

208m). The most significant part of NBD’s interest
rate risk stemmed from interest rate positions
denominated in Furo, Danish Kroner and

DKKm 2011 2010 _ | o
Gross impaired loans 18,387 13,236 Swedish Kronor. The net interest rate sensitivity
of which performing 12,673 9,386 was DKK -61m (DKK -521m). The total gross
of which non-performing o714 3,850 sensitivity to a 1 percentage point parallel shift,
Total allowance rate 1.2% 0.9% which measures the development in the market
Provisioning ratio 444% 54.6% L. e s .
value of NBD'’s interest rate sensitive positions if
interest rates denominated in different currencies
Nordea Bank Danmark Group were to move in adverse directions for NBD,

Net loan losses and loan loss ratios, bp?

was DKK 497m (DKK 1,454m) at the end of 2011
(indicating decreased spread positions in NBD's

DKKm 2011 2010 e ’ . _
Toan Iosses 7740 D647 portfolio between interest rates denominated in
Loan loss ratio 40.5 39.5 different currencies).

of which individual 50.3 38.5
OF which Co!lecl;ivfaﬂ . e o  Operational risk

oan loss ratio, ke anking : : : - 1. s . . :
TExcluding Bank Package I at DKK 12m (DKK 752m) Operational risk is defined as the risk of direct

or indirect loss, or damaged reputation, resulting

Market risk rom inadequate or failed internal processes, from

Market risk is defined as the risk of loss on
Nordea’s holdings and transactions as a result

of changes in market rates and parameters that
atfect the market value, for example changes

in interest rates, credit spreads, FX rates, equity
prices, commodity prices and option volatilities.
Markets and Group Treasury are the key
contributors to market risk in Nordea. Markets is
responsible for customer-driven trading activities
whereas Group Treasury is responsible for asset
and liability management, liquidity buffer,
ivestment and funding activities for Nordea’s
own account. For all other banking activities, the
basic principle is that market risks are eliminated
by matching assets, liabilities and off-balance
sheet items.

Market risk analysis

The total consolidated VaRk was DKK 235m
(DKK 256m) at the end of 2011. The average
VaR during 2011 was DKK 161m (DKK 323m).

The total consolidated VaR is mainly driven by
interest rate risks.

The total interest rate VaR was DKK 186m (DKK

people and systems, or from external events.
Operational risk includes compliance risk which
is the risk of business not being conducted
according to legal and regulatory requirements,
market standards and business ethics. Managing
operational risk is part of the management’s
responsibilities. In order to manage these risks,
a common set of standards and a sound risk
management culture are aimed for with the
objective to follow best practice regarding market
conduct and ethical standards in all business
activities. The key principle of operational risk
in Nordea is the three lines of defence. The

first line of defence is represented by the risk
and compliance officer network in the business
organisation, which ensures that operational
and compliance risk is managed effectively
within Nordea. Group Operational Risk and
Compliance, representing the second line of
defence, has defined a common set of standards
(Group Directives, processes and reporting) in
order to manage these risks.

The key process for active risk management is
the annual risk self-assessment process, which

Nordea Bank Danmark Group
Consolidated market risk figures

31 Dec 31 Dec
DKKm Measure 2011 2011 high 2011 low 2011 avg 2010
Total Risk VaR 234.9 465.6 65.5 160.6 - 2556.5
- Interest rate risk VaR 186.2 488.8 66.4 151.5 208.4
- Equity risk VaR 49.0 110.8 9.1 59.6 86.0
- Foreign exchange risk VaR 11.6 32.8 6.2 174 20.1
Diversification effect (%) VaR 5 47 5 29 19
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puts focus on key risks, which are identified

both through top-down division management
involvement and bottom-up reuse of existing
information from processes such as incident
reporting, quality and risk analyses and

product approvals. The timing of this process is
synchronised with the annual planning process to
be able to ensure adequate input to the Group’s
overall prioritisation.

Group Internal Audit, representing the third line
of defence, provides assurance to the Board of
Directors on the risk management, control and
governance processes.

Liquidity management

Liquidity risk

Key issues during 2011

Nordea has during 2011 continued to benefit
from its focus on prudent liquidity risk
management, reflected by a diversified and
strong funding base. Nordea had access to all
relevant financial markets and has been able to
actively use all the funding programmes.

Extensive discussions on new liquidity risk
regulation are still ongoing among regulators.
Nordea is participating in the discussions on
several forums and is well prepared for potential
changes.

Management principles and control

Group Treasury is responsible for pursuing

the Group’s liquidity strategy, managing the
liquidity of the group and for compliance with
the group-wide limits set by the Group Board
and by the CEO in GEM. Furthermore Group
Treasury develops the liquidity risk management
frameworks, which consist of policies,
instructions and guidelines for the whole Group
as well as the principles for pricing the liquidity
risk.

Liquidity risk management

Liquidity risk is the risk of being able to meet
liquidity commitments only at increased cost or,
ultimately, being unable to meet obligations as
they fall due. Nordea’s liquidity management is
based on policy statements resulting in different
liquidity risk measures, limits and organisational
procedures.

Policy statements stipulate that Nordea’s
liquidity management reflects a conservative

attitude towards liquidity risk. Nordea strives

to diversify the Group’s sources of funding and
seeks to establish and maintain relationships with
investors to manage market access. The broad
and diversified funding structure is reflected by
the strong presence in Nordea’s four domestic
markets in the form of a strong and stable

retail customer base and the variety of funding
programmes. Funding programmes are both
short-term (US commercial paper, European
commercial paper, commercial paper, certificates
of deposits) and long-term (covered bonds,
European medium term notes, medium term
notes) in various currencies. Nordea periodically
publishes information on the liquidity situation
of Nordea to remain trustworthy at all times.

Nordea’s liquidity risk management includes
stress testing and a business continuity plan for
liquidity management. Stress testing is defined

as the evaluation of potential effects on a bank’s
liquidity situation under a set of exceptional but
plausible events. The stress testing framework
even includes survival horizon metrics (see
below), which represent a combined liquidity risk
scenario (idiosyncratic and market-wide stress).
Group Treasury is responsible for managing
liquidity and for compliance with the group-wide
limits from the Nordea Boards of Directors and

the CEO in GEM.

Liquidity risk measurement methods
Liquidity risk management focuses on both
short-term liquidity risk and long-term structural
liquidity risk. In order to manage short-term
funding positions, Nordea measures the funding
gap risk, which expresses the expected maximum
accumulated need for raising liquidity in the
course of the next 30 days. Cash flows from both
on-balance sheet and off-balance sheet items are
included. The funding gap risk is measured and
limited for each currency and as a total figure

for all currencies combined. The total figure for
all currencies combined is limited by the Board
of Directors of Nordea. To ensure funding in
situations where Nordea is in urgent need of
cash and the normal funding sources do not
suffice, Nordea holds a liquidity buffer. A limit

is set by the Board of Directors of Nordea for

the minimum size of the liquidity buffer. The
liquidity buffer consists of central bank eligible
high-grade liquid securities held by Group
Treasury that can be sold or used as collateral in
funding operations.
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During 2011 the Basel Liquidity Coverage Ratio
and survival horizon metrics were introduced.

In alignment with Basel the Board of Directors
of Nordea has set a limit for the minimum
survival of 30 days. The survival horizon metrics
are composed of liquidity buffer and funding
gap risk cash flows, but include even expected

behavioural cash flows from contingent liquidity
drivers.

The structural liquidity risk of Nordea is
measured and limited by the Board of Directors
of Nordea through the net balance of stable
funding, which is defined as the difference
between stable liabilities and stable assets. These
liabilities primarily comprise retail deposits, bank
deposits and bonds with a remaining term to
maturity longer than 6 months, and shareholders’
equity, while stable assets primarily comprise
retail loans, other loans with a remaining term to
maturity longer than 6 months and committed
facilities. GEM has set as a target that the net
balance of stable funding should be positive,
which means that stable assets must be funded
by stable liabilities.

Liquidity risk analysis
The short-term liquidity risk was held at moderate

Nordea Bank Danmark Group

S1IR Risk, Gap analysis, 31 Dec 2011
Re-pricing gap for increasing interest rates

levels throughout 2011. The average funding
gap risk, ie the average expected need for raising
liquidity in the course of the next 30 days, was
DKK -7bn (DKK -34bn). NBD's liquidity buffer
was in the DKK 134 - 193bn (DKK 92 - 170bn)
range throughout 2011 with an average of DKK
159bn (DKK 116bn). NBD’s liquidity buffer is
highly liquid, consisting of only central bank
eligible securities held by Group Treasury. The
survival horizon was in DKK 84-190bn range
throughout 2011. This expresses the excess
liquidity for the 30 day-limit. The aim of always
maintaining a positive net balance of stable
funding was comfortably achieved throughout

2011. The yearly average for the net balance of
stable funding was DKK 30bn (DKK 19bn).

Structural Interest Income Risk (SIIR)
Structural Interest Income Risk (SIR) is the
amount Nordea’s accumulated net interest
income would change in the next 12 months if all
interest rates changed by one percentage-point.
SIIR reflects the mismatch in the balance sheet
items and the off-balance-sheet items when

the interest rate repricing periods, volumes or
reference rates of assets, liabilities and derivatives
do not correspond exactly.

Nordea’s SIIR management is based on policy

Interest Rate

Fixing Period Balance  Within 3 3-6 6-12 1-2 2-5 >5 Non

DKKm sheet months months  months years years years re-pricing Total
Assets

Interest-bearing

assets 799,883 421,588 31,360 41,492 70,386 20,663 137,411 76,983 799,883
Non-interest-

bearing assets 102,041 - ~ . ~ - - 102,041 102,041
Total assets 901,924 421,588 31,360 41,492 70,386 20,663 137,411 179,024 901,924
Liabilities

Interest-bearing

liabilities 765,986 482,446 17,061 24,835 48,288 25,634 139,336 28,386 765,986
Non-interest-bearing

liabilities and equity 135,938 . . - - . ~ 135,938 135,938
Total liabilities

and equity 901,924 482,446 17,061 24,835 48,288 25,634 139,336 164,324 901,924
Off-balance sheet

items, net 78,806 25,641 -39,092 -50,595 -12,107 -2,653 -

Exposure 17,948 39,940 -22,435 -28,497 -17,078 -4.578 14,700
Cumulative exposure 17,948 57,888 35,453 6,956 -10,122 -14,700 -
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Cash flow analysis

Group

Within 3 3-12 1-5 >5
31 Dec 2011, DKKm months months years years Total
Interest-bearing financial assets 291 559 59,401 190,726 493,993 1,035,679
Non-interest-bearing financial assets - - - 102,041 102,041
Total financial assets 291,559 59,401 190,726 596,034 1,137,720
Interest-bearing financial liabilities 450,100 40,504 132,740 242,971 866,315
Non-interest-bearing financial liabilities - - - 135,938 135,938
Unrecognised guarantees and documentary credits 28,187 - - - 28,187
Unrecognised credit commitments 180,215 - - - 180,215
Total financial liabilities 658,502 40,504 132,740 378,909 1,210,655
Derivatives, cash inflow 106,879 18,260 1,973 539 127,651
Derivatives, cash outflow 107,131 18,536 2,817 681 129,165
Net exposure ~252 -276 -844 -142 -1,514
Exposure -367,195 18,621 57,142 216,983 -74,449
Cumulative exposure -367,195 -348,574 -291,432 -74,449

The table is based on contractual maturities for on-balance-sheet financial instruments. For derivatives, the expected cash inflows
and outflows are disclosed for both derivative assets and derivative liabilities, as derivatives are managed on a net basis. Interest-
bearing financial assets and liabilities include interest on cash flows.

Within 3 3-12 1-5 >5
31 Dec 2010, DKKm months months years years Total
Interest-bearing financial assets 298,544 102,270 204,432 459,029 1,064,275
Non-interest-bearing financial assets - - - 118,637 118,637
Total financial assets 298,544 102,270 204,432 577,667 1,182,913
Interest-bearing financial liabilities 660,603 77,405 95,708 158,059 991,775
Non-interest-bearing financial liabilities - - - 128,771 128,771
Unrecognised guarantees and documentary credits 31,093 - - - 31,093
Unrecognised credit commiiments 176,798 - - - 176,798
Total financial liabilities 868,494 77405 95,708 286,830 1,328,437
Dertivatives, cash inflow 10 4,074 165 83 4,332
Derivatives, cash outflow -65 -4 231 -1,166 -609 -6,071
Net exposure -55 ~157 -1,001 -526 -1,739
Exposure -570,005 24,709 107,722 290,310 -147,264
Cumulative exposure -570,005 -545,296 -437,574 -147,264

statements resulting in different SIIR measuzres,
targets and organisational procedures. Policy
statements focus on optimising financial
structure, balanced risk taking and reliable
earnings growth, identification of all significant
sources of SIIR, measurement under stressful
market conditions and adequate public
information. Group Treasury is responsible for
the operational management of SIIR and for
meeting group wide targets.

SIIR measurement methods

The basic measures for SIIR are the two re-pricing
gaps (increasing rates and decreasing rates)
measuring the effect on Nordea’s net interest
income for a 12-month period of a one percentage

| SRR R R 201 RSO

point increase or decrease in all interest rates (note
that the table also covers reprising gaps over 12
month). The re-pricing gaps are calculated under
the assumption that no new market transactions
are made during the period. The main elements
of customer behaviour and Nordea’s decision-
making process concerning Nordea'’s own rates
are, however, taken into account. For example

in a low interest rate environment, when rates
are decreasing further, the total decrease of rates
cannot be applied to non-maturity deposits since
rates cannot be negative. Similarly in an increasing
rate environment Nordea may choose not to
increase interest rates an all customer deposits
correspondingly.
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SIIR analysis

At the end of the year, the SIIR for increasing
rates was DKK 510m (DKK 49m) and the SIIR
for decreasing rates DKK 1,107m (DKK 799m).
These figures imply that net interest income
would increase if interest rates rise and decrease
if interest rates fall.

Capital management

Capital management

Nordea strives to attain efficient use of capital
through active management of the balance sheet
with respect to different asset, liability and risk
categories.

The goal is to enhance returns to the shareholder
while maintaining a prudent capital structure.

Individual solvency need

Information regarding the individual solvency
need for the Nordea Bank Danmark Group
and Nordea Bank Danmark A/S can be found
at www.nordea.dk or at the investor relation
webpage at www.nordea.com

Capital governance

The Board of Directors of Nordea decides
ultimately on the targets for capital ratios and
the capital policy of Nordea. The CEO in GEM
decides on the overall framework of capital
management.

Nordea’s ability to meet targets and to maintain

minimum capital requirements is reviewed
regularly within ALCO and the Risk Committee.

Pillar 1

Risk-weighted assets (RWA) are calculated based
on Pillar 1 requirements. NBD had 93% (91%)

of the exposure covered by Internal Rating Based
(IRB) approaches by the end of 2011. Nordea will
implement the IRB approach for some remaining
portfolios.

Nordea is also approved to use its own internal
Value-at-Risk (VaR) models to calculate capital
requirements for the major part of the market
risk in the trading books. With the adoption of
the CRD Il amendment, new risk types under
the internal approach have been introduced. For
NBD this includes additional capital charge for
stressed VaR. In addition, under the standardised
approach the risk weights for specific equity
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risk have increased. The total CRD III impact for
INBD is an increase of DKK 2.3bn in market risk
RWA.

For operational risk, the standardised approach is
applied.

Pillar 2

Nordea bases the internal capital requirements
under the Internal Capital Adequacy Assessment
Process (ICAAP) on Pillar 1 and Pillar 2 risks,
which in practice means a combination of Capital
Requirements Directive (CRD) risk definitions,
Nordea’s Economic Capital (EC) framework and
buffers for periods of economic stress.

The ICAAP describes Nordea’s management,
mitigation and measurement of material risks
and assesses the adequacy of internal capital by
defining an internal capital requirement reflecting
the risk appetite of the institution.

EC is based on quantitative models used to
estimate the unexpected losses for each of

the following major risk types: credif risk,
market risk, operational risk and business risk.
Additionally, the EC models explicitly account
for interest rate risk in the banking book, market
risk in the investment portfolios, risk in Nordea’s
sponsored defined benefit pension plans, real
estate risk and concentration risk.

In addition to calculating risk capital for

its various risk types, Nordea conducts a
comprehensive capital adequacy stress test
process to analyse the effects of a series of
global and local shock scenarios. The results

of stress testing are considered, along with
potential management intervention, in Nordea’s
internal capital requirement. The internal capital
requirement is a key component of Nordea’s
capital ratio target setting.

Economic Profit (EP)

Nordea uses EP as one of its financial
performance indicators. EP is calculated as risk-
adjusted profit less cost of equity.

Risk-adjusted profit and EP are measures for
shareholder value creation.

In investment decisions and customer
relationships, EP drives and supports the right
behaviour with a balanced focus on income, costs

and risk. The EP model also captures both growth
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and return. EC and expected losses (EL) are input
in the EP framework.

Capital adequacy ratios

Group

31 Dec 31 Dec
DKKbn 2011 2010
RWA Basel II (Pillar 1) excluding
transition rules 289 310
RWA including transition rules 393 409
Regulatory capital requirement
including transition rules 31 33
Tier 1 capital 29 28
Capital base 49 37
Core tier 1 ratio excluding transition rules (%) 10.1 8.9
Tier 1 ratio excluding transition rules (%} 10.1 8.9
Total capital ratio excluding
transition rules (%)? 17.0 15.4

Capital base / Regulatory capital
requirement excluding transition rules (%) 212.7 148.9

Parent company

31 Dec 31 Dec
DKKbn 2011 2010
RWA Basel I (Pillar 1) excluding
transition rules 277 305
RWA including transition rules 331 363
Regulatory capital requirement
including transition rules 26 29
Tier 1 capital 29 27
Capital base 49 37
Core tier 1 ratio excluding transition rules (%) 10.3 8.8
Tier 1 ratio excluding transition rules (%} 10.3 8.8
Total capital ratio excluding
transition rules (%)* 17.7 15.6

Capital base / Regulatory capital
requirement excluding transition rules (%) 2208  150.0

1 Total capital ratio at 31 December 2010 includes a
subordinated loan of EUR 1.45bn (tier 2 capital)
issued in February 2011. Total capital ratio for 2010
excluding this subordinated loan amounts to 11.9% in the
group and 12.0% in the parent company.

Capital base
Capital base (referred to as own funds in the

CRD) is the sum of tier 1 capital and tier 2 capital
after deductions.

Tier 1 capital is defined as capital of the same or
close to the character of paid-up, capital-eligible
reserves and a limited portion of hybrid capital
loan (perpetual loans) instruments (maximum
up to 50% of tier 1 if some specific criteria are
fulfilled). Profit may only be included after
deduction of proposed dividend. Goodwill and
deferred tax assets are deducted from tier 1.

Tier 2 comprises dated subordinated loans. The
total tier 2 amount may not exceed tier 1. The

limits are set after deductions, ie investment in
other financial companies.

Further information

Further information on capital management and
capital adequacy is presented in Note 39 Capital
adequacy and in the disclosure in accordance

with the Pillar 3 requirements of the CRD in the
Basel II framework at www.nordea.com.

Corporate Social Responsibility

Nordea issues a Corporate Social Responsibility
(CSR) report for 2011 based on the United
Nations Principles for Responsible Investments.
The report serves as Nordea’s annual Progress
Report to the United Nations Global Compact
and includes NBD.

The CSR report is available on
www.nordea.com/csr.

Human resources

As a relationship bank, Nordea is committed

to People, not least our employees. It is our
skilled and dedicated employees and their
ability to deliver great customer experiences that
distinguish us from our competitors and make
Nordea Great.

People Strategy

Our People Strategy is defined by our business
vision and strategy as well as by our values.
Nordea’s People Strategy emphasises that
Nordea can reach its goals only if our employees
reach theirs why we provide opportunities for
our people to develop and live well-balanced
lives. Teamwork is an integral part of working in
Nordea. One Nordea team is one of our values
emphasising that employees can fulfil their own
and Nordea’s ambitions whilst enjoying being
part of a high performing team.

Focus on values and leadership

Our values and leadership are the strongest
drivers for both performance and for building our
corporate culture. It takes great leaders to build a
Great European bank. Great leadership in Nordea
is the ability to engage and motivate people to
reach out for our vision and the ability to create
the right team to make it happen.
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Opportunities to develop and grow

Nordea aims at being a company with many
possibilities for employees to develop within the
Group. Development is a joint responsibility of
the manager and the employee.

A company with many possibilities

Internal mobility and cross-border assignments
are ways to enhance job rotation and develop
employee competencies, and also build overall
corporate citizenship and culture enforcing the
“One Nordea team” value.

Remuneration

Nordea is offering competitive, but not market-
leading compensation packages. Nordea has a
total remuneration approach to compensation
acknowledging the importance of well-balanced
but different remuneration packages derived
from business and local market needs as well as
the importance of compensation being consistent
with and promoting sound and effective risk
management not encouraging excessive risk-taking
or counteracting Nordea’s long-term interests.

Nordea remuneration components

Fixed Salary is compensating employees for full
satisfactory performance. The individual salary
is based on three cornerstones: Job complexity
and responsibility, performance and local market
conditions.

Profit Sharing is aiming at stimulating value
creation for the customers and shareholders and
is offered to all employees. The performance
criteria reflect Nordea’s long-term targets:
Risk-Adjusted Profit, Total Shareholder Return
compared to Nordic peers and Customer
Satisfaction.

Variable Salary Part (VSP) is offered to selected
managers and specialists to ensure focus and
strong performance. Assessment of individual
performance is based on a pre-determined set of
well-defined financial as well as non-financial

success criteria, including Nordea Group criteria.

Bonus scheme is offered only to selected
groups of employees in specific business areas
or units. The aim is to ensure focus and strong
performance and maintain cost flexibility for
Nordea. Judgement of individual performance

is based on a pre-determined set of well-defined
financial as well as non-financial success criteria,
including Nordea Group criteria.

Nordea Bank Danmark A/S - Annual Report 2011

One Time Payment (OTP) can be granted to
employees in case of extraordinary performance
exceeding requirements or expectations.
Employees participating in a Bonus scheme
cannot be offered an OTP and employees having
Variable Salary Part can only in extraordinary
situations be offered an OTP.

Long Term Incentive Programme (LTIP) is
aiming at improving the long-term shareholder
value and at strengthening Nordea’s capability
to retain and recruit the best talents. The
programme targets managers and key employees
identified as essential to the future development
of the Nordea Group. The performance criteria
reflect Nordea’s long-term financial targets: Risk-

Adjusted Profit and Total Shareholder Return
compared to Nordic and European peers.

Legal proceedings

Within the framework of the normal business
operations, the Group faces a number of claims
in Jawsuits and other disputes, most of which
involve relatively limited amounts. None of
these disputes is considered likely to have any
significant adverse effect on the Group or its
financial position.

New bank package

In August 2011 the Danish government
introduced Bank Package IV covering how to
handle distressed banks. The purpose of Bank
Package IV is to ensure that unsecured — not
subordinated — creditors will not incur losses if

a bank is liquidated. Both the Danish Deposit

Guarantee Scheme and the Danish state can
decide to participate in the liquidation of a
distressed bank by paying compensation to a
buyer or by guaranteeing the payment of the
unsecured not subordinated creditors. The
shareholders and subordinated loan holders of

the distressed bank will — as in Bank Packages I
and 1II - lose their money.

Bank Package IV came into effect on 10 October
2011 when Max Bank A/S was liquidated

resulting in a DKK 0.1bn provision in Nordea
Bank Danmark.

In December 2011 the Danish government
introduced a bill to change the annual
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contribution to the Danish Deposit Guarantee
Scheme. According to the bill all Danish banks
must contribute an annual fee of 2.5 0/00 of the
Banks covered net deposits until the Deposit
Guarantee Scheme reaches assets of 1% of the
total covered net deposits. The contribution is
not refundable. If the bill is adopted, NBD will
have to pay an annual contribution of approx.
DKK 0.4bn. Losses from liquidated banks will
therefore be absorbed by the Deposit Guarantee
Scheme and consequently volatility in the income
is expected to be reduced.

Subsequent events

No events have occurred after the balance sheet
date which may affect the assessment of the
annual financial statements.

Outlook 2012

2011 has been a turbulent year for states, banks
and many of our customers. 2012 looks just as
challenging. Nordea Bank Danmark and Nordea
Group is prepared with a robust capital position
and good access to funding.
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Income statement

Group Parent company

DKKm Note 2011 2010 2011 2010
Operating income
Interest income 25,314 27,280 14,971 16,990
Interest expense -14,183 -15,639 -6,640 -7,920
Net interest income 2 11,131 11,641 8,331 9,070
Fee and commission income 4,659 4,535 5,021 4,755
Fee and commission expense -423 -b06 -335 -364
Net fee and commission income 3 4,236 4,029 4,686 4,391
Net result from items at fair value 4 38 1,628 587 1,108
Profit from companies accounted for under the equity method 20 103 219 - -
Dividends 5 - - 588 203
Other operating income 6 582 774 645 921
Total operating income 16,090 18,291 14,837 15,693
Operating expenses
General administrative expenses:

Staff costs 7 -6,427 -6,001 -6,206 -5,733

Other expenses 8 -3,352 -3,086 ~3,266 -2,930
Depreciation, amortisation and impairment charges
of tangible and intangible assets 9,21,22 -269 -235 -248 -180
Other operating expenses -432 -1,013 -432 -1,013
Total operating expenses -10,480 -10,335 -10,152 -9,856
Profit before loan losses 5,610 7,956 4,685 - 5,837
Net loan losses 10 -2,761 -3,399 -2,380 -3,172
Operating profit 2,849 4,557 2,305 2,665
Income tax expense 11 -661 -1,077 -620 -566
Net profit for the year 2,188 3,480 1,685 2,099
Attributable to
Shareholder of Nordea Bank Danmark A/S 2,188 3,480 1,685 2,099
Non-controlling interests - - - -
Total 2,188 3,480 1,685 2,099
Statement of comprehensive income

Group Parent company

DKKm 2011 2010 2011 2010
Net profit for the year 2,188 3,480 1,685 2,099
Currency translation differences during the year 11 16 - -
Available-for-sale investments:

Valuation gains/losses during the year 33 - 33 :

Tax on valuation gains/losses during the year -8 - -8 -
Other comprehensive income from companies accounted for
under the equity method - - - -
Other comprehensive income, net of tax 36 16 25 -
Total comprehensive income 2,224 3,496 1,710 2,099
Attributable to
Shareholder of Nordea Bank Danmark A/S 2,224 3,496 1,710 2,099
Non-controlling interests ~ - - -
Total 2,224 3,496 1,710 2,099
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Balance sheet

Group Parent company

31 Dec 31 Dec 31 Dec 31 Dec
DKKm Note 2011 2010 2011 2010
Assets
Cash and balances with central banks 7,863 3,213 7,863 3,213
Loans to credit institutions 13 84,150 77,898 136,648 148,437
Loans to the public 13 607,082 679,315 267,010 361,114
Interest-bearing securities 14 100,557 99,833 182,641 160,121
Financial instruments pledged as collateral 15 12,928 21,479 36,305 34,896
Shares 16 14,116 16,949 13,956 16,392
Derivatives 17 4272 4,631 4272 4,631
Fair value changes of the hedged items in portfolio
hedge of interest rate risk 18 423 305 423 305
Investments in group undertakings 19 - . 16,585 16,579
Investments in associated undertakings 20 909 521 560 160
Intangible assets 21 3,040 2,791 3,010 2,761
Property and equipment 22,23 763 683 457 379
Investment property 24, 342 199 49 43
Deferred tax assets 11 116 150 - -
Current tax assets 11 101 1,071 - 1,279
Retirement benefit assets 33 227 173 227 173
Other assets 25 63,126 84,162 93,723 138,455
Prepaid expenses and accrued income 26 1,909 3,358 1,871 3,323
Total assets 901,924 996,731 765,600 892,261
Liabilities
Deposits by credit institutions 27 145,349 239,805 174,811 277,900
Deposits and borrowings from the public 28 313,122 346,942 315,374 348,020
Debt securities in issue 29 287,257 271,709 ~ -
Derivatives ' 17 7,922 7,077 7,922 7,077
Fair value changes of the hedged items in portfolio hedge of
intrest rate risk 18 180 - 180 -
Current tax liabilities 11 199 172 219 170
Other liabilities 30 87,940 78,316 220,857 219,455
Accrued expenses and prepaid income 31 6,300 7,307 2,384 3,750
Deferred tax liabilities 11 858 801 305 39
Provisions 32 655 2,079 1,257 2,678
Refirement benefit obligations 33 30 37 30 37
Subordinated liabilities 34 20,258 9,504 20,258 9,504
Total liabilities 870,070 963,749 743,597 868,630
Equity
Non-controlling interests 10 26 - -
Share capital 5,000 5,000 5,000 5,000
Other reserves 28 -8 25 -
Proposed dividends - 3,350 - 3,350
Retained earnings 26,816 24 614 16,978 15,281
Total equity 31,854 32,982 22,003 23,631
Total liabilities and eqﬂy 901,924 996,731 765,600 892,261
Assets pledged as security for own liabilities 35 345,630 353,203 46,085 42,336
Other assets pledged 36 - - - -
Contingent liabilities 37 28,187 31,093 115,241 125,321
Commitments 38 180,215 176,798 187,383 184,105
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Statement of changes in equi

Group
Attributable to the shareholder of Nordea Bank Danmark A/S
Other reserves
Available-
Translation for-sale Non-

Share of foreign invest- Proposed Retained controlling Total
DKKm capital operations ments dividends earnings Total interests equity
Balance at 1 Jan 2011 5,000 -8 - 3,350 24,614 32,956 26 32,982
Net profit for the year - - - ~ 2,188 2,188 - 2,188

Currency translation differences
during the year - 11 - - - 11 - 11
Available-for-sale investments:

Valuation gains/losses during

the year - - 33 - - 33 - 33
Tax on valuation gains/losses
during the year - - -8 - - -8 - -8
Other comprehensive income
from companies accounted for
under the equity method - - -~ - - - - -
Other comprehensive income,
net of tax - 11 25 - - 36 - 36
Total comprehensive income - 11 25 - 2,188 2,224 - 2,224
Share-based payments - - - - 14 14 - 14
Dividends paid - - - ~3,390 ~ ~3,350 - -3,350
Proposed dividends - - - - - - - -
Other changes - - - - - - -16 -16
Balance at 31 Dec 2011 5,000 3 25 - 26,816 31,844 10 31,854
Attributable to the shareholder of Nordea Bank Danmark A/S
Other reserves
Available-
Translation  for-sale Non-
Share of foreign invest- Proposed Retained controlling Total
DKKm capital operations ments dividends earnings Total  interests equity
Balance at 1 Jan 2010 5,000 -24 - 750 24,469 30,195 26 30,221
Net profit for the year - - - - 3,480 3,480 - 3,480

Currency translation differences
during the year - 16 - - - 16 - 16
Available-for-sale investments:
Valuation gains/losses during
the year - - - - - - - -
Tax on valuation gains/losses
during the year - - - - - - - -
Other comprehensive income
from companies accounted for
under the equity method - - - - - - - -
Other comprehensive income,

net of tax

Total comprehensive income
Share-based payments
Dividends paid

Proposed dividends

Other changes

-750
3,350

3,480
16

-3,350

16

3,496
16
-750

16

3,496
16
750

Balance at 31 Dec 2010

5,000

3,350

24,614

32,956

32,982
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Statement of changes in equity (cont.)
Parent company
Other reserves
Translation  Available-
Share?  of foreign for-sale ~ Proposed  Retained Total

DKKm capital operations investments dividends® earnings equity
Balance at 1 Jan 2011 5,000 - - 3,350 15,281 23,631
Net profit for the year - - - - 1,685 1,685
Currency translation differences during the year - - - - - -
Available-for-sale investments:

Valuation gains/losses during the year - . 33 - . 33

Tax on valuation gains/losses during the year - - -8 - - -8
Other comprehensive income
from companies accounted for
under the equity method - - - - - -
Other comprehensive income, net of tax - - 25 - ~ 25
Total comprehensive income - - 25 - 1,685 1,710
Share-based payments® - - - - 13 13
Dividends paid - - - -3,350 - -3,350
Proposed dividends - - - - - -
Other changes - - ~ - - ~
Balance at 31 Dec 2011 5,000 - 25 - 16,978 22,003

Other reserves
Translation  Available-
Share®?  of foreign for-sale  Proposed Retained Total

DKKm capital operations investments dividends® earnings equity
Balance at 1 Jan 2010 5,000 - - 750 16,515 22,265
Net profit for the year - - - - 2,099 2,099
Currency translation differences during the year - . - - - -
Available-for-sale investments:

Valuation gains/losses during the year - - - - - -

Tax on valuation gains/losses during the year - - - - - -
Other comprehensive income
from companies accounted for
under the equity method - - - - - -
Other comprehensive income, net of tax - - - - - -
Total comprehensive income - - - - 2,099 2,099
Share-based payments® - - - - 16 16
Dividends paid - - - -750 - -750
Proposed dividends - - - 3,350 -3,350 -
Other changes . - - - - -
Balance at 31 Dec 2010 5,000 - - 3,350 15,281 23,631

Description of items in the equity is included in Note 1 Accounting policies.

! Share capital was at 31 Dec 2011 DKK 5,000m (31 Dec 2010: DKK 5,000m). Unrestricted capital was at 31 Dec 2011

DKK 16,978m (31 Dec 2010: DKK 18,631m).

* Total shares registered were 50 million (31 Dec 2010: 50 million) all fully owned by Nordea Bank AB, Stockholm, Sweden.

Nominal amount per share is DKK 100. All issued shares are fully paid. All shares are of the same class and hold equal rights.

The annual report for Nordea Bank AB is available on www.nordea.com.
? Refers to the Long Term Incentive Programme (LTIP).

* The proposed divident payment of DKK Om is equivalent to DKK 0 (DKXK 67) per share.

Nordea Bank Danmark A/S + Annual Report 2011
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Statement of changes in equity (cont.)

Reporting to the Danish Financial Supervisory Authority at 31 Dec 2011 (DKKm)

Equity

Group Parent company
Annual report 2011 31,854 22,003
Adjustments:
- Non-controlling interests? 1,253 -
- Fair value adjustment of owner occupied property 20 20
- Retirement benefit assets -218 -218
- Difference between cost and net assets value in subsidiaries and associates - 9,841
Reported to the Danish FSA 32,910 31,646
Result

Group Parent company
Annual report 2011 2,188 1,685
Adjustments:
- Financial assets available for sale 25 25
- Difference between profit from companies accounted for under the equity

method and dividends - 503

Reported to the Danish FSA 2,213 2,213

1 Non-confrolling interests relate to a special reserve in an associated undertaking.
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Cash flow statement

Group Parent company
DKKm 2011 2010 2011 2010
Operating activities
Operating profit 2,849 4 557 2,305 2,665
Adjustments for items not included in cash flow 3,068 3,538 2,648 3,335
Income taxes paid 390 -152 937 304
Cash flow from operating activities before changes
in operating assets and liabilities 6,307 7,943 5,890 6,304
Changes in operating assets
Change in loans to credit institutions 26,059 23,673 59,343 15,446
Change in loans to the public 69,655 -12,090 91,908 10,068
Change in interest-bearing securities -724 -7,201 ~22,520 -406
Change in financial assets pledged as collateral 8,551 59,461 -1,409 63,888
Change in shares 2,833 -516 2,436 -462
Change in derivatives, net 1,204 600 1,204 588
Change in investment properties ~143 -108 -6 -6
Change in other assets 22,367 -25,643 46,066 -31,651
Changes in operating liabilities
Change in deposits by credit institutions -94 456 -83,003 -103,089 -64,856
Change in deposits and borrowings from the public -33,820 23,048 -32,646 24,900
Change in debt securities in issue 15,548 25,648 - 11,151
Change in other liabilities 8,781 -5,753 216 7,995
Change in provisions -1,607 -350 -1,605 -352
Cash flow from operating activities 30,555 5,709 45,788 20,305
Investing activities
Acquisition of business operations - -335 - 1,813
Sale of business operations - - - -
Acquisition of investments in group undertakings - - ~13 -6,072
Acquisition of investments in associated undertakings -400 -22 -400 -53
Sale of investments in associated undertakings - 14 - 14
Acquisition of property and equipment ~237 -247 -227 -210
Sale of property and equipment 6 18 6 5
Acquisition of intangible assets -369 -359 -356 -352
Sale of intangible assets 2 - 2 -
Purchase/sale of other financial fixed assets - - - -
Cash flow from investing activities ~098 -931 -988 -4,855
Financing activities
Issued/redeemed/amortised subordinated liabilities 10,754 16 10,754 16
Dividend paid ~3,350 -750 -3,350 -750
Cash flow from financing activities 7,404 -734 7,404 -734
Cash flow for the year 36,961 4,044 52,204 14,716
Cash and cash equivalents at the beginning of year 17,079 13,035 28,668 13,952
Cash and cash equivalents at the end of year 54,040 17,079 80,872 28,668
Change 36,961 4,044 52,204 14,716

Comments on the cash flow statement

The cash flow statement has been prepared in accordance with IAS 7. The cash flow statement shows inflows and outflows of
cash and cash equivalents during the year. Nordea Bank Danmark’s cash flow has been prepared in accordance with the indirect
method, whereby operating profit is adjusted for effects of non-cash transactions such as depreciation and loan losses. The cash

flows are classified by operating, investing and financing activities.

Nordea Bank Danmark A/S - Annual Report 2011
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Operating activities
Operating activities are the principal revenue-producing activities and cash flows are mainly derived from the operating profit
for the year with adjustment for items not included in cash flow and income taxes paid. Adjustment for non-cash items includes:

Group Parent company
DKKm 2011 2010 2011 2010
Depreciation 265 229 244 174
Impairment charges 4 6 4 6
Loan losses 2,761 3,399 2,380 3,172
Change in provisions -61 -26 -61 -26
Profit from associated and group undertakings minus dividends 22 -89 7 -16
Other 77 19 74 25
Total 3,068 3,538 2,648 3,335

Changes in operating assets and liabilities consist of assets and liabilities that are part of normal business activities, such as loans,
deposits and debt securities in issue. Changes in derivatives are reported net.

Cash flow from operating activities includes interest payments received and interest expenses paid with the following amounts:

Group Parent company
DKKm 2011 2010 2011 2010
Interest payments received 26,874 30,803 16,430 20,827
Interest expenses paid -15,275 -18,350 -8,085 -9,611

Investing activities

Investing activities include acquisitions and disposals of non-current assets, like property and equipment, intangible and financial
assets.

Aggregated cash flows arising from acquisition of business operations are presented separately and consist of:

Group Parent company

DKKm 2011 2010 2011 2010
Acquisition of business operations

Cash and cash equivalents - - - -
Loans to credit institutions - - - -
Loans to the public . 17 - 4,703
Intangible assets - 240 - 1,538
Property & equipment - - - 13
Other assets -~ -202 - 14
Total assets - 55 - 6,268
Deposits and borrowings from the public - - - 7,780
Other liabilities and provision - -8 - 72
Total liabilities - -8 - 7,852
Purchase price paid 63 - -1,584
- here of to be paid in 2010 - - - 229
Cash and cash equivalents - - - -
Purchase price regarding 2009 paid in 2010 - -272 - -
Net effect on cash flow - 335 - -1,813

1 The figures concerns the acquisition of Fionia Bank.




Financing activities

Financing activities are activities that result in changes in equity and subordinated liabilities, such as new issues of shares,
dividends and issued/redeemed/amortised subordinated liabilities.

Cash and cash equivalents
The following items are included in cash and cash equivalents assets:

Group Parent company

31 Dec 31 Dec 31 Dec 31 Dec

DKKm 2011 2010 2011 2010
Cash and balances with central banks 7,863 3,213 7,863 3,213
Loans to credit institutions, payable on demand 46,177 13,866 73,009 25,455
Total 54,040 17,079 80,872 28,668

Cash comprises legal tender and bank notes in foreign currencies. Balances with central banks consist of deposits in accounts with
central banks and postal giro systems under government authority, where the following conditions are fulfilled;

- the central bank or the postal giro system is domiciled in the country where the institution is established

- the balance on the account is readily available any time.

Loans to credit institutions, payable on demand include liquid assets not represented by bonds or other interest-bearing securities.

Nordea Bank Danmark A/S » Annual Report 2011 30




d-year overview

Group

Income statement (DKKm) 2011 2010 2009 2008 2007
Net interest income 11,131 11,641 11,395 10,248 8,733
Net fee and commission income 4,236 4029 3,609 3,607 3,101
Net result from items at fair value 38 1,628 1,888 -742 844
Equity method 103 219 250 145 234
Other income 582 774 630 469 380
Total operating income 16,090 18,291 17,772 13,727 13,292
General administrative expenses:

Staff costs -6,427 -6,001 -5,978 -5,230 -4,885

Other expenses -3,352 -3,086 -2,979 ~2,785 ~2,765
Depreciation, amortisation and impairment charges
of tangible and intangible assets -269 -235 -159 -142 -108
Other operating expenses -432 -1,013 -1,342 -369 -
Total operating expenses -10,480 -10,335 -10,458 -8,526 ~7,758
Profit before loan losses 5,610 7,956 7,314 5,201 5,534
Net loan losses -2,761 -3,399 -5,113 -1,587 47
Operating profit 2,849 4,557 2,201 3,614 5,581
Income tax expense -661 -1,077 ~-751 -893 -1,308
Net profit for the year 2,188 3,480 1,450 2,721 4,273
Balance sheet (DKKm) 2011 2010 2009 2008 2007
Loans to credit institutions 84,150 77,898 97,826 05,229 128,892
Loans to the public 607,082 679,315 669,735 613,200 533,237
Derivatives 4,272 4,631 4,464 4,314 3,872
Other assets 206,420 234 887 260,908 186,921 171,942
Total assets 901,924 996,731 1,032,933 899,664 837,943
Deposits by credit institutions 145,349 239,805 322,816 260,868 222,701
Deposits and borrowings from the public 313,122 346,942 323,894 315,853 277,972
Debt securities in issue 287,257 271,709 246,061 210,886 205,910
Derivatives 7,922 7,077 6,310 4,364 3,659
Subordinated liabilities 20,258 9,504 9,488 9,499 9,507
Other liabilities 96,162 88,712 94,143 67,931 88,450
Equity 31,854 32,982 30,221 30,263 29,744
Total liabilities and equity 901,924 996,731 1,032,933 899,664 837,943
Ratios and key figures (%) 2011 2010 2009 2008 2007
Return on equity 6.8 11.0 4.8 9.1 15.1
Cost/income ratio 65 57 59 62 58
Tier 1 capital ratio? 10.1 8.9 8.9 9.4 8.7
Total capital ratio! 17.0 11.9 12.0 12.4 11.6
Total capital ratio including new subordinated loan’? 17.0 15.4 12.0 124 11.6
Tier 1 capital!, DKKm 29,312 27,621 27,885 28,775 28,258
Risk-weighted assets!, DKKbn 289 310 312 305 325
Loan loss ratio, basis points 40.6 50.8 77.7 29.8 -1.0
Number of employees (full-time equivalents)* 7,885 7,968 7,964 7,810 7,469
Average number of employees 8,036 7,949 7,785 7,583 7,373
1 End of year.
2 Total capital ratio for 2010 includes a subordinated loan of EUR 1.45bn (tier 2 capital) issued in February 2011.
The Danish Financial Supervisory Authority’s ratio system is shown in note 46.
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5-year overview
Parent company

Income statement (DKKm) 2011 2010 2009 2008 2007
Net interest income 8,331 9,070 8,994 7,623 6,467
Net fee and commission income 4,686 4,391 4,027 4,044 3,497
Net result from items at fair value 587 1,108 2,188 -436 967
Dividends 588 203 156 70 130
Other income 645 921 679 496 385
Total operating income 14,837 15,693 16,044 11,797 11,446
General administrative expenses:

Staff costs -6,206 -5,733 -5,756 -5,054 -4,702

Other expenses -3,266 -2,930 -2,895 -2,699 ~2,648
Depreciation, amortisation and impairment charges
of tangible and intangible assets -248 -180 -138 -124 -91
Other operating expenses -432 -1,013 -1,342 -369 -
Total operating expenses -10,152 -9,856 -10,131 -8,246 -7,441
Profit before loan losses 4,685 5,837 5,913 3,551 4,005
Net loan losses -2,380 -3,172 -4,815 -1,456 116
Operating profit 2,305 2,605 1,098 2,095 4,121
Income tax expense -620 -566 -498 ~039 -1,054
Net profit for the year 1,685 2,099 600 1,556 3,067
Balance sheet (DKKm) 2011 2010 2009 2008 2007
Loans to credit institutions 136,648 148,437 149,581 114,160 147,221
Loans to the public 267,010 361,114 368,764 348,467 293,869
Derivatives 4,272 4,631 4222 4314 3,872
Investments in group undertakings 16,585 16,579 10,349 7,990 8,001
Other assets 341,085 361,500 391,483 274,906 228,396
Total assets 765,600 892,261 924 399 749,837 681,359
Deposits by credit institutions 174,811 277,900 342,756 262,667 224,632
Deposits and borrowings from the public 315,374 348,020 315,340 318,296 280,654
Debt securities in issue - - 11,151 - -
Derivatives 7,922 7,077 6,080 4,364 3,659
Subordinated liabilities 20,258 9,504 0 488 9,499 9,507
Other liabilities 225,232 226,129 217,319 131,859 139,124
Equity 22,003 23,631 22,265 23,152 23,783
Total liabilities and equity 765,600 892,261 924,399 749,837 681,359
Ratios and key figures (%) 2011 2010 2009 2008 2007
Return on equity 7.4 9.1 2.6 6.6 13.3

 Cost/income ratio 68 63 63 70 65

Tier 1 capital ratio? 10.3 8.8 9.7 0.4 8.5
Total capital ratio? 17.7 12.0 13.2 12.5 11.5
Total capital ratio including new subordinated loan'? 17.7 15.6 13.2 125 11.5
Tier 1 capital', DKKm 28,552 26,711 28,411 27,818 27,042
Risk-weighted assets', DKKbn 277 305 292 298 317
Loan loss ratio, basis points 65.9 86.0 128.1 49.6 -4.3
Number of employees (full-time equivalents)® 7,565 7,647 7,280 7,515 7,177
Average number of employees 7,707 7,523 7,441 7,297 7,074
1 End of year.
* Total capital ratio for 2010 includes a subordinated loan of EUR 1.45bn (tier 2 capital) issued in February 2011.
The Danish Financial Supervisory Authority’s ratio system is shown in note 46.
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Notes to the financial statementis

Note 1
Accounting policies
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1. Basis for presentation

The financial statements for Nordea Bank Danmark A/S and
for the Group are prepared in accordance with International
Financial Reporting Standards (IFRS) and interpretations

of such standards by the International Financial Reporting
Standards Interpretations Committee (IFRS IC, formerly
IFRIC), as endorsed by the EU Commission and additional
Danish disclosure requirements.

The disclosures, required in the standards, recommendations
and legislation above, have been included in the notes, the
Risk, liquidity and capital management section or in other
parts of the “Financial statements”.

On 8 February 2012 the Board of Directors approved the
financial statements, subject to final approval of the Annual
General Meeting on 28 March 2012.

2. Changed accounting policies and presentation
The accounting policies, basis for calculations and

presentation are, in all material aspects, unchanged in
comparison with the 2010 Annual Report.

Changes in IFRSs implemented 2011

The IASB has amended IAS 24 “Related Party Disclosures”
(relationships with the state), IAS 32 “Financial Instruments:
Presentation” (rights issues) and IFRIC 14 “IAS 19 — The Limit
on a Defined Benefit Asset, Minimum Funding Requirements
and their Interaction” as well as published “Improvements to
IFRSs 2010” and, IFRIC 19 “Extinguishing Financial Liabilities
with Equity Instruments”. These amended and published
standards and improvements are effective for Nordea Bank
Danmark A/S as from 1 January 2011, but have not had

any significant impact on 2011. The amendment of IAS 32
may affect possible future rights issues involving different
currencies, whilst the amendments to IAS 24 and IFRIC 14

as well as the published “Improvements to IFRSs 2010” and
IFRIC 19 are not expected to have a significant impact on
subsequent periods.

3. Changes in IFRSs not yet effective for NBD
IFRS 9 “Financial instruments” (Phase 1)

In 2009 IASB published a new standard on financial
instruments. The standard is the first step in the replacement
of IAS 39 “Financial instruments: Recognition and
Measurement” and this first phase covers the classification
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23. Related-party transactions

24. Segment reporting

25. Parent company

and measurement of financial assets and liabilities. The
effective date for NBD is as from 1 January 2015, but eatlier
application is permitted. The EU Commission has not
endorsed this standard for implementation in 2011.

The tentative assessment is that there will be an impact on

the financial statements as the new standard will decrease

the number of measurements categories and therefore have
an impact on the presentation and disclosures covering
financial instruments. The new standard is, on the other hand,
not expected to have a significant impact on NBD’s income
statement and balance sheet as the mixed measurement
model will be maintained. No significant reclassifications
between fair value and amortised cost or impact on the capital
adequacy are expected, but this is naturally dependent on the
financial instruments in NBD’s balance sheet at transition.

NBD has, due to the fact that the standard is not yet endorsed
by the EU Commission, not finalised the investigation of the
impact on the financial statements in the period of initial
application or in subsequent periods.

IFRS 10 “Consolidated Financial Statements”, IFRS 11 “Joint
Arrangements”, IFRS 12 “Disclosures of Interests in Other
entities”, IAS 27 “Separate Financial Statements” and IAS 28
“Investments in Associates and Joint Ventures”

IASB has published three new standards relating to
consolidation, IFRS 10, IFRS 11 and IERS 12, as well as
amended IAS 27 and IAS 28”. The effective date for these
standards and amendments for Nordea is as from 1 January
2013, but earlier application is permitted. The EU Commission
has not endorsed these standards and amendments for
implementation in 2011.

The tentative assessment is that the new standards and
amendments are not expected to have any significant impact
on NBD's income statement. The main potential impact is
that the new definition of control can potentially lead to
consolidation of funds, for instance mutual funds. A potential
consolidation of mutual funds would increase assets and
liabilities in the balance sheet. The new standards furthermore
include more extensive disclosure requirements which will
have an impact on NBD’s disclosures covering consolidated
and unconsolidated entities. It is not expected that the new
standards and amendments will have a significant impact on
the capital adequacy.
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NBD has, due to the fact that the standards and amendments
are not yet endorsed by the EU Commission, not finalised the
investigation of the impact on the financial statements in the
period of initial application or in subsequent periods.

IFRS 13 “Fair Value Measurement”

IASB has published IFRS 13. The effective date for NBD is
as from 1 January 2013, but earlier application is permitted.
The EU Commission has not endorsed this standard for
implementation in 2011.

The tentative assessment is that the new standard will neither
have a significant impact on NBD's financial statements nor
on its capital adequacy.

Nordea has, due to the fact that the standard is not

yet endorsed by the EU Commission, not finalised the
investigation of the impact on the financial statements in the
period of initial application or in subsequent periods.

IAS 19 “"Employee Benefits”

TASB has amended IAS 19. The effective date for Nordea is
as from 1 January 2013, but earlier application is permitted.
The EU Commission has not endorsed this amendment for
implementation in 2011.

The tentative assessment is that the amended standard will
have an impact on the financial statements in the period of
initial application as well as in subsequent periods. This is
mainly related to defined benefit plans. The amended IAS

19 states that actuarial gains/losses must be recognised
immediately in equity through other comprehensive income,
which will lead to higher volatility in equity compared to the
current corridor approach.

The amended TAS 19 furthermore states that the expected
return on plan assets must be recognised using the same
interest rate as the discount rate used when measuring the
pension obligation. This will lead to higher pension expenses
in the income statement as NBD currently expects a higher
return than the discount rate. Any difference between the
actual return and the expected return will be part of the
actuarial gains/losses recognised immediately in equity
through other comprehensive income.

The unrecognised actuarial losses as per 31 December 2011
amount to DKK 218m. If NBD has unrecognised actuarial
losses at transition, there will be a negative impact on equity.
See Note 33 “Retirement benefit obligations” for more
information.

The impact on the capital adequacy is expected to be very
limitied.

Other forthcoming changes in IFRSs

IAS 1 “Presentation of Financial Statements” has been
amended. The amended standard changes the presentation
of other comprehensive income. The effective date for NBD
is as from 1 January 2013, but earlier application is permitted.
The EU Commission has not endorsed this standard for
implementation in 2011.

IFRS 7 “Financial Instruments: Disclosures” has been
amended and will lead to additional disclosures around trans-
ferred assets. The effective date for NBD is as from 1 January
2012, but earlier application is permitted. The EU Commission
has endorsed this standard for implementation in 2011.
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IAS 32 “Financial Instruments: Presentation” has been
amended. The change relates to the offsetting of financial
assets and financial liabilities. The amendment is not intended
to change the criteria for offsetting, but to give additional
guidance on how to apply the existing criteria. IFRS 7
“Financial Instruments: Disclosures” has furthermore been
amended and will lead to additional disclosures around

the offsetting of financial assets and financial liabilities.

The effective date for Nordea is as from 1 January 2014

for amendments to IAS 32 and as from 1 January 2013 for
amendments to IFRS 7, but earlier application is permitted.
The EU Commission has not endorsed these amendments for
implementation in 2011.

The IASB has furthermore amended IFRS 1 “First-time
Adoption of International Financial Reporting Standards”
(hyperinflation/fixed dates) and IAS 12 “Income Taxes”
(recovery of underlying asset) and published IFRIC 20
“Stripping Costs”. The effective date for NBD is as from 1
January 2012, but earlier application is permitted. The EU
Commission has not endorsed the amended standards and
published interpretation for implementation in 2011.

The above-mentioned amended standards and interpretations
not yet adopted, within the section “Other forthcoming
changes in IFRSs”, are not, in the period of initial application
or in subsequent periods, expected to have any significant
impact on the financial statements, apart from on disclosures,
nor on the capital adequacy.

4. Critical judgements and key sources of
estimation uncertainty
The preparation of financial statements in accordance with
generally accepted accounting principles requires, in some
cases, the use of estimates and assumptions by management.
The estimates are based on past experience and assumptions
that management believes are fair and reasonable. These
estimates and the judgement behind them affect the reported
amounts of assets, liabilities and off-balance sheet items,
as well as income and expenses in the financial statemenis
presented. Actual outcomes can later, to some extent, differ
from the estimates and the assumptions made.

Certain accounting policies are considered to be particularly
important to the financial position of NBD, since they
require management to make difficult, complex or subjective
judgements and estimates, the majority of which relate
to matters that are inherently uncertain. These critical
judgements and estimates are in particular associated with:
* the fair value measurement of certain financial instruments.
* the impairment testing of:
~ goodwill and
— loans to the public/credit institutions.
* the actuarial calculations of pension liabilities and plan
assets related to employees.
* the actuarial calculations of liabilities to policyholders.
¢ the valuation of deferred tax assets.
¢ the valuation of investment properties.
¢ claims in civil lawsuits.

Fair value measurement of certain financial instruments
Critical judgement is exercised when determining the fair

value of OTC derivatives and other financial instruments that

lack quoted prices or recently observed market prices in the
following areas:
* The choice of valuation techniques
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» The determination of when quoted prices fail to represent
fair value (including the judgement of whether markets are
active)

e The construction of fair value adjustments in order to
incorporate relevant risk factors such as credit risk, model
risk and liquidity risk

* The judgement of which market parameters are observable

In all of these instances, decisions are based upon professional
judgement in accordance with NBD's accounting and
valuation policies. In order to ensure proper governance,
Nordea has a Group Valuation Committee that on an ongoing
basis reviews critical judgements that are deemed to have a
significant impact on fair value measurements.

See also the separate section 10 “Determination of fair value of
financial instruments” and Note 41 “ Assets and liabilities at fair
value”.

Impairment testing

Goodwill

Goodwill is tested for impairment annually or more
frequently if events or changes in circumstances indicate that
it might be impaired. This consists of an analysis to assess
whether the carrying amount of goodwill is fully recoverable.
The determination of the recoverable amount involves
establishing the value in use, measured as the present value

of the cash flows expected from the cash-generating unit, to
which the goodwill has been allocated.

The forecasts of future cash flows are based on NBD’s best
estimates of future revenues and expenses for the cash-
generating units to which goodwill has been allocated.

A number of assumptions and estimates have significant
impact on these calculations and include parameters like
macroeconomic assumptions, market growth, business
volumes, margins and cost effectiveness. Changes to any of
these parameters, following changes in market conditions,
competition, strategy or other affect the forecasted cash
flows. Under current market conditions such changes are not
expected to lead to any significant impairment charges of
goodwill, but may do so in subsequent periods.

See also the separate section 15 “Intangible assets” and
Note 21 “Intangible assets”.

Loans to the public/credit institutions

When testing individual loans for impairment, the most
critical judgement, containing the highest uncertainty, relates
to the estimation of the most probable future cash flows
generated from the customer.

When testing a group of loans collectively for impairment,
the key aspect is to identify the events and/or the observable
data that indicate that losses have been incurred in the group
of loans. Assessing the net present value of the cash flows
generated by the customers in the group contains a high
degree of uncertainty when using historical data and the
acquired experience when adjusting the assumptions based
on historical data to reflect the current situation.

See also the separate section 13 “Loans to the public/credit
institutions” and Note 13 “Loans and impairment”.

Actuarnial calculations of pension liabilities and

plan assets related to employees
The Projected Benefit pension Obligation (PBO) for major
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pension plans is calculated by external actuaries using
demographic assumptions based on the current population.
As a basis for these calculations a number of actuarial and
financial parameters are used. The most important financial
parameter is the discount rate. Other parameters like
assumptions about salary increases and inflation are based on
the expected long-term development of these parameters. The
fixing of these parameters at year-end is disclosed in Note 33
“Retirement benefit obligations”.

The major part of the assets covering the pension liabilities
is invested in liquid assets and valued at quoted prices at
year-end. The expected return on plan assets is fixed taking
into account the asset composition and based on long-term
expectations on the return on the different asset classes. The
expected return is also disclosed in Note 33 “Retirement
benefit obligations”.

See also the separate section 19 “Employee benefits” and
Note 33 “Retirement benefit obligations”.

Valuation of deferred tax assets

The valuation of deferred tax assets is influenced by
management’s assessment of NBD’s future profitability.
This assessment is updated and reviewed at each balance

sheet date, and is, if necessary, revised to reflect the current
situation.

See also the separate section 18 “Taxes” and Note 11 “Taxes”.

Valuation of investment properties

Investment properties are measured at fair value as described
in section 17 “Investment property”. As there are normally
no active markets for investment properties, the fair values
are estimated based on discounted cash flow models. These
models are based on assumptions on future rents, vacancy
levels, operating and maintenance costs, yield requirements
and interest rates.

See also the separate section 17 “Investment property” and
Note 24 “Investment property”.

Claims in civil lawsuits

Within the framework of the normal business operations,
NBD faces a number of claims in civil lawsuits and disputes,
most of which involve relatively limited amounts. Presently
none of these disputes are considered likely to have any
significant adverse effect on NBD or its financial position.
See also Note 32 “Provisions” and Note 37 “Contingent
liabilities”.

5. Principles of consolidation

Consolidated entities

The consolidated financial statements include the accounts of
the parent company NBD and those entities that the parent
company controls. Control is generally achieved when the
parent company owns, directly or indirectly through group
undertakings, more than 50 per cent of the voting rights or
otherwise has the power to govern the financial and operating
policies of the entity.

All group undertakings are consolidated using the purchase
method. Under the purchase method, the acquisition is
regarded as a transaction whereby the parent company
indirectly acquires the subsidiary’s assets and assumes its
liabilities and contingent liabilities. The Group’s acquisition
cost is established in a purchase price allocation analysis.
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In such analysis, the cost of the business combination is the
aggregate of the fair values, at the date of exchange, of assets
given, liabilities incurred or assumed and equity instruments
issued by the acquirer, in exchange for the identifiable net
assets acquired. Costs directly attributable to the business
combination are expensed. When the cost of the business
combination exceeds the net fair value of the identifiable
assets, liabilities and contingent liabilities, the excess is
reported as goodwill. If the difference is negative, such
difference is recognised immediately in the income
statement.

Intra-group transactions and balances between consolidated
group undertakings are eliminated.

The group undertakings are included in the consolidated
accounts as from the date on which control is transferred
to NBD and are no longer consolidated as from the date on
which control ceases.

Equity and net income attributable to non-controlling
interests are separately disclosed in the balance sheet, income
statement and statement of comprehensive income.

In the consolidation process the reporting from the
subsidiaries is adjusted to ensure consistency with the IFRS
principles applied by NBD.

Investments in associated undertakings

The equity method of accounting is used for associated
undertakings where the share of voting rights is between 20
and 50 per cent and/or where NBD has significant influence.
Investments within NBD's investment activities, which are
classified as a venture capital organisation within NBD, are
measured at fair value in accordance with the rules set out in
IAS 28 and IAS 39. Further information on the equity method
is disclosed in section 6 “Recognition of operating income and
impairment”.

Profits from companies accounted for under the equity
method are reported post-taxes in the income statement.
Consequently, the tax expense related to these profits is not
included in the income tax expense for NBD.

Internal transactions, in the income statement, between
NBD and its associated companies are not eliminated. NBD
does not have any transactions including sales of assets with
associated companies.

Special Purpose Entities (SPE)

In accordance with IFRS NBD does not consolidate SPEs’
assets and liabilities beyond its control. In order to determine
whether NBD controls a SPE or not, NBD has to make
judgements about risks and rewards and assess the ability to
make operational decisions for the SPE in question.

When assessing whether NBD should consolidate a SI’E, a
range of factors are evaluated. These factors include whether
the activities of the SPE are being in substance conducted on
NBD's behalf or if NBD has in substance the decision making
powers, the rights to obtain the majority of the benefits

or the majority of the residual- or ownership risks. NBD
consolidates all SPEs where NBD has retained the majority of
the risks and rewards. For the SPEs that are not consolidated
the rationale is that NBD does not have any significant risks
or rewards on these assets and liabilities.
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NBD has created a number of SPEs to allow clients to

invest in assets invested in by the SPEs. Some SPEs invest

in tradable financial instruments, such as shares and bonds
(mutual funds). Other SPEs invest in structured credit
products or acquire assets from customers of NBD. NBD is
generally the investment manager and has sole discretion
about investments and other administrative decisions.
Typically, NBD will receive service and commission fees

in connection to the creation of the SPEs, or because it

acts as investment manager, custodian or in some other
function. This in itself does not constitute a beneficial
interest triggering consolidation. In some SPEs NBD has
also supplied substantial parts of the funding in the form of
fund units, loans or credit commitments. In these SPEs NBD
has a beneficial interest and retains the majority of the risks
and rewards, which is why these SPEs are consolidated.
Note 19 “Investments in group undertakings” lists the major
subsidiaries in the NBD Group, including consolidated SPEs.

Currency transiation of foreign entities

The consolidated financial statements are prepared in Danish
Kroner (DKK), the presentation currency of the parent
company Nordea Bank Danmark A/S. The current method
is used when translating the financial statements of foreign
entities into DKK from their functional currency. The assets
and liabilities of foreign entities have been translated at

the closing rates, while items in the income statements and
statements of comprehensive income are translated at the
average exchange rate for the year. Translation differences
are accounted for in other comprehensive income and are
accumulated in the translation reserve in equity.

Goodwill and fair value adjustments arising from the
acquisition of group undertakings are treated as items in the
same functional currency as the cash generating unit to which
they belong and are also translated at the closing rate.

6. Recognition of operating income and
impairment

Net interest income

Interest income and expense are calculated and recognised

based on the effective interest rate method or, if considered

appropriate, based on a method that results in an interest

income or interest expense that is a reasonable approximation

of using the effective interest rate method as basis for the
calculation.

Interest income and interest expense related to all balance
sheet items in Markets are recognised in the income statement
on the line “Net result from items at fair value”. Interest
income and expense connected to internal placements by

and internal funding of Markets are replaced with the related
group external interest income and interest expense and
recognised on the line “Net result from items at fair value”.

Interest on derivatives used for hedging is also recognised
in “Net interest income”, as are fees that are considered to
be an integral part of the effective interest rate of a financial
instrument.

Net fee and commission income

- NBD earns commission income from different services

provided to its customers. The recognition of commission
income depends on the purpose for which the fees are
received. Fees are either recognised as revenue when
services are provided or in connection to the execution of
a significant act. Fees received in connection to performed
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services are recognised as income in the period these services
are provided. A loan syndication fee received as payment for
arranging a loan as well as other fees received as payments
for certain acts are recognised as revenue when the act has

been completed, i.e. when the syndication has been
finalised.

Commission expenses are transaction based and recognised
in the period when the services are received.

Income from issued financial guarantees and expenses from
bought financial guarantees, are amortised over the duration
of the instruments and classified as “Fee and commission
income” and “Fee and commission expense” respectively.

Net result from items at fair value

Realised and unrealised gains and losses on financial
instruments measured at fair value through profit or loss are
recognised in the item “Net result from items at fair value”.

Realised and unrealised gains and losses derive from:

¢ Shares/participations and other share-related instruments

* Interest-bearing securities and other interest-related
instruments

¢ Other financial instruments, which contain credit
derivatives as well as commodity instruments/derivatives

 Foreign exchange gains/losses

 Investment properties, which include realised and
unrealised income, for instance revaluation gains and losses.
This line also includes realised results from disposals as well

as the running property yield stemmming from the holding of
investment properties.

Interest income and interest expense related to all balance
sheet items in Markets, including the funding of this operation,
are recognised in “Net result from items at fair value”.

Also the ineffective portion of cash flow hedges and net
investment hedges as well as recycled gains and losses on
financial instruments classified into the category Available for
sale are recognised in “Net result from items at fair value”.

This item also includes realised gains and losses from
financial instruments measured at amortised cost, such as
interest compensation received and realised gains/losses on
buy-backs of issued own debt.

“Net result from items at fair value” includes also losses from
counterparty risk on instruments classified into the category
Financial assets at fair value through profit or loss as well

as impairment on instruments classified into the category
Available for sale. Impairment losses from instruments
within other categories are recognised in the items “Net loan
losses” or “Impairment of securities held as financial non-
current assets” (see also the sub-sections “Net loan losses”
and “Impairment of securities held as financial non-current
assets” below).

Dividends received are recognised in the income statement as
“Net result from items at fair value” and classified as “Shares/
participations and other share-related instruments” in the
note. Income is recognised in the period in which the right to
receive payment is established.

Profit from comﬁanies accounted for under
the equity method
The profit from companies accounted for under the equity
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method is defined as the post-acquisition change in NBD’s
share of net assets in the associated companies. NBD's share
of items accounted for in other comprehensive income in the
associated companies is accounted for in other comprehensive
income in NBD. Profits from companies accounted for under
the equity method are, as stated in section 5 “Principles of
consolidation” reported in the income statement post-taxes.
Consequently, the tax expense related to these profits is
excluded from the income tax expense for NBD.

Fair values are, at acquisition, allocated to the associated
company’s identifiable assets, liabilities and contingent
liabilities. Any difference between NBD's share of the fair
values of the acquired identifiable net assets and the purchase
price is goodwill or negative goodwill. Goodwill is included in
the carrying amount of the associated company. Subsequently
the investment in the associated company increases/decreases
with NBD'’s share of the post-acquisition change in net assets
in the associated company and decreases through received
dividends and impairment. An impairment charge can be
reversed in a subsequent period.

The change in NBD’s share of the net assets is generally
based on quarterly reporting from the associated companies.
For some associated companies not individually significant
the change in NBD’s share of the net assets is based on the
external reporting of the associated companies and affects
the financial statements of NBD in the perlod in which the
information is available. The reporting from the associated

companies is, if applicable, adjusted to comply with NBD's
accounting policies.

Other operating income

Net gains from divestments of shares in subsidiaries and
associated companies and net gains on sale of tangible assets
as well as other operating income, not related to any other
income line, are generally recognised when it is probable that
the benefits associated with the transaction will flow to NBD
and if the significant risks and rewards have been transferred
to the buyer (generally when the transactions are finalised).

Other operating expenses

Other operating expenses consist of losses to the Danish
Deposit Guarantee Fund and guarantee commission for the
Danish State Guarantee scheme under Bank Package 1.

Net loan losses

Impairment losses from financial assets classified into the
category Loans and receivables (see section 12 “Financial
instruments”), in the items “L.oans to credit institutions”
and “Loans to the public” in the balance sheet, are reported
as “Net loan losses”, together with losses from financial
guarantees (including losses under Bank Package 1).

Losses are reported net of any collateral and other credit
enhancements. NBD'’s accounting policies for the calculation
of impairment losses on loans can be found in section 13
“Loans to the public/credit institutions”.

Counterparty losses on instruments classified into the
category Financial assets at fair value through profit or

loss, including credit derivatives, as well as impairment on
financial assets classified into the category Available for sale
are reported under “Net result from items at fair value”.

Impairment of securities held as financial
non-current assets
Impairment on investments in interest-bearing securities,
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classified into the categories Loans and receivables or Held

to maturity, and on investments in associated companies is
classified as “Impairment of securities held as financial non-
current assets” in the income statement. The policies covering
impairment of financial assets classified into the categories
Loans and receivables and Held to maturity are disclosed in
section 12 “Financial instruments” and section 13 “Loans to
the public/credit institutions”.

Investments in associated companies are assessed for
impairment annually. If observable indicators (loss events)
indicate that an associated company is impaired, an
impairment test is performed to assess whether there is
objective evidence of impairment. The carrying amount of the
investment in the associate is compared with the recoverable
amount (higher of value in use and fair value less cost to sell)
and the carrying amount is written down to the recoverable
amount if required.

Impairment losses are reversed if the recoverable amount
increases. The carrying amount is then increased to the
recoverable amount, but cannot exceed the carrying amount
that would have been determined had no impairment loss
been recognised.

7. Recognition and derecognition of financial
instruments in the balance sheet
Derivative instruments, quoted securities and foreign
exchange spot transactions are recognised on and
derecognised (reclassified to the items “Other assets” or
“Other liabilities” in the balance sheet between trade date
and settlement date) from the balance sheet on the trade date.
Other financial instruments are recognised on the balance
sheet on the settlement date.

Financial assets, other than those for which trade date
accounting is applied, are derecognised from the balance
sheet when the contractual rights to the cash flows from the
financial asset expire or are transferred to another party. The
rights to the cash flows normally expire or are transferred
when the counterpart has performed by e.g. repaying a loan
to NBD, i.e. on the settlement date.

In some cases, NBD enters into transactions where it
transfers assets that are recognised on the balance sheet, but
retains either all or a portion of risks and rewards from the
transferred assets. If all or substantially all risks and rewards
are retained, the transferred assets are not derecognised from
the balance sheet. If NBD's counterpart can sell or repledge
the transferred assets, the assets are reclassified to the item
“Financial instruments pledged as collateral” in the balance
sheet. Transfers of assets with retention of all or substantially
all risks and rewards include e.g. security lending agreements
and repurchase agreements.

Financial liabilities are derecognised from the balance sheet
when the liability is extinguished. Normally this occurs when
NBD performs, for example when NBD repays a deposit to
the counterpart, i.e. on settlement date. Financial liabilities
under trade date accounting are generally reclassified to
“Other liabilities” in the balance sheet on the trade date.

For further information, see sections “Securities borrowing
and lending agreements” and “Repurchase and reverse
repurchase agreements” within 12 “Financial instruments”, as
well as Note 42 “Obtained collaterals which are permitted to
be sold or repledged”.
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8. Translation of assets and liabilities
denominated in foreign currencies

The functional currency of each entity is decided based

upon the primary economic environment in which the entity

operates.

Foreign currency is defined as any currency other than

the functional currency of the entity. Foreign currency
transactions are recorded at the exchange rate on the date of
the transaction. Monetary assets and liabilities denominated
in foreign currencies are translated at the exchange rate on the
balance sheet date.

Exchange differences arising on the settlement of transactions
at rates different from those at the date of the transaction,
and unrealised translation differences on unsettled foreign
currency monetary assets and liabilities, are recognised in the

income statement in the item “Net result from items at fair
value”.

Translation differences on financial instruments that

are designated hedging instruments in a hedge of a net
investment in a group undertaking are recognised in other
comprehensive income, to the extent the hedge is effective.
This is performed in order to offset the translation differences
affecting other comprehensive income when consolidating
the group undertaking into NBD. Any ineffectiveness is
recognised in the income statement in the item “Net result
from items at fair value”.

9. Hedge accounting

A5 39 includes principles and rules concerning accounting
for hedging instruments and the underlying hedged item,
so-called hedge accounting. NBD applies the EU carve
out version of IAS 39 for portfolio hedges of both assets
and labilities. The EU carve out macro hedging enables a
group of derivatives (or proportions thereof) to be viewed
in combination and designated as the hedging instrument
and removes some of the limitations in fair value hedge
accounting relating to hedging core deposits and under-
hedging strategies.

The hedge accounting policy within NBD has been developed
to fulfil the requirements set out in TAS 39. NBD uses hedge
accounting in order to have a symmetrical accounting
treatment of the changes in fair value of the hedged item and
changes in fair value of the hedging instruments as well as to
hedge the exposure to variability in future cash flows and the
exposure to net investments in foreign operations. The overall
purpose is to have a frue and fair presentation of NBD's
economical hedges in the financial statements. The overall
operational responsibility to hedge positions and for hedge
accounting lies within Group Treasury.

There are three forms of hedge accounting:
* Fair value hedge accounting

 Cash flow hedge accounting

* Hedges of net investments

Fair value hedge accounting

Fair value hedge accounting is used when derivatives are
hedging changes in fair value of a recognised asset or liability
attributable to a specific risk. The risk of changes in fair

value of assets and liabilities in NBD’s financial statements
originates mainly from loans, securities and deposits with

a fixed interest rate, causing interest rate risk. Changes in

fair value from derivatives as well as changes in fair value
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of the hedged item attributable to the risks being hedged Hedges of net investments

will be recognised separately in the income statement in the See separate section 8 “Translation of assets and liabilities
item “Net result from items at fair value”. Given an effective denominated in foreign currencies”.

hedge, the two changes in fair value will more or less balance,

meaning the net result will be close to zero. The changes in Hedge effectiveness

fair value of the hedged item attributable to the risks hedged The application of hedge accounting requires the hedge to
with the derivative instrument are reflected in an adjustment be highly effective. A hedge is regarded as highly effective
to the carrying amount of the hedged item, which is also if at inception and throughout its life it can be expected
recognised in the income statement. The fair value change of that changes in fair value of the hedged item as regards the
the hedged item in a portfolio hedge of interest rate risks is hedged risk can be essentially offset by changes in fair value
reported separately from the portfolio in the item “Fair value of the hedging instrument. The result should be within a

changes of the hedged items in portfolio hedge of interest rate range of 80-125 per cent.
risk” in the balance sheet.
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