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Management Report
Fine increase in basic earnings – better than expected
A merger between Nordjyske Bank and
Nørresundby Bank took place at the end of March
2015 – a voluntary merger between to strong banks
to ensure a continued strong bank, which is further
mentioned on page 7.
Nordjyske Bank’s reporting on the operating result
in the statement is prepared as pro forma interim
statements to provide a better opportunity to
evaluate the financial results and the development
compared with previous periods.
Nordjyske Bank has achieved an increase in core
earnings before merger costs in a half year that has
been dominated by merger activities in the bank.
Core earnings before merger costs have increased
to DKK 210 mil. in the first 6 months of 2015
compared with DKK 188 mill. in 2014. The increase
is primarily attributable to increased earnings on
conversion activities as well as increased activities
with fund management.
Operating costs excl. of merger costs have been
kept at the same level with DKK 270 mill. in the first
6 months of 2015.
Market price regulations are positive with DKK 45
mill.
Write-downs have been kept at the same level as in
2014 and amount to DKK 64 mill. in the first 6
months of 2015.
The bank has realised a result before merger costs
of DKK 177 mill. and a pre-tax result of DKK 140
mill, which bears an interest at the rate on the
equity as at 30 June 2015 of 10.5 per cent per
annum.

The management finds the results achieved in the
first 6 months of 2015 satisfactory considering the
considerable resources spent on merger activities.
Nordjyske Bank and Nørresundby Bank were
merged on 31 March 2015 after acquisition of
Nørresundby Bank at the end of February 2015. The
merger took place with regard to accounting
according to the purchase method. Among other
things this means that Nørresundbys Bank’s
operating result for March 2015 is included in the
figures in the account as a result of investments in
associated companies, while the operating result for
January and February 2015 is included as a part of
the purchased values.
Nordjyske Bank expects - based on the pro forma
statement of the result - core revenue in 2015 at the
level of DKK 320 to 360 mill. before payment to the
Deposit Guarantee Fund, write-downs on lending
etc., market price regulations, and before merger
costs.
As a consequence of an adjusted pro-forma
statement, where the market price adjustments of
lending taken over from primarily Nørresundby Bank
are included under write-downs, the current
expectations in reality correspond to an
improvement of app. DKK 20 mill. on core earnings
before merger costs.
The bank maintains expectations on write-downs at
unchanged level, which as a consequence of the
above adjusted statement is at the level of DKK145
mill. However, the write-downs are connected with
an increased uncertainty, which can be related to the
agricultural area.

First 6
months of
2015

First 6
months of
2014

The year
2014

Interest income, net

267

285

566

Fees and commission income, net

199

154

318

14

18

23

Core income

480

457

907

Operating costs and operating depreciation excl. merger costs

270

269

540

Core earnings before merger costs

Pro forma income statement summary
(amounts in DKK million)

Other operating income etc.

210

188

367

Payments to the Deposit Guarantee Fund etc.

14

14

30

Write-downs on own lending etc.

64

63

162

Market Price regulations on securities, etc.

45

79

79

177

190

254

37

0

6

140

190

248

Result before merger costs
Merger costs
Pre-tax result
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Development in business volume
Increase in business volume
The bank’s business volume – consisting of deposits
incl. pooled schemes, lending, and guarantees – is
increasing to DKK 29.2 billion compared with DKK
28.2 billion at the end of 2014, calculated by
consolidation of historical accounts for Nordjyske
Bank and Nørresundby Bank.
Deposits increase by DKK 700 mill. in the first half of
2015 whereas lending decreases by DKK 350 mill.
At the same time guarantees amount to an additional
DKK 650 mill., which is due to the historically high
conversion activity in the mortgage area.
Lending amounts to DKK 10.4 bn. in Nordjyske Bank
as at 30 June 2015 compared with 10.8 bn. at the
end of 2014,which among other things shall be seen

Bn DKK

in the light of the considerable conversion activity,
where many customers have converted bank loans
into mortgage loans.
There is an increasing optimism in the society, but a
restraining interest is still seen in lending with regard
to both private and commercial customers. The
assessment is that many people want certainty for
the upswing before wanting to make major
investments.
Nordjyske Bank still sees interest in investment in
securities, which among other things is a
consequence of the low interest level. At the same
time some customers still want the security of
deposits on cash accounts, which leads to an
increase in deposits of DKK 0.7 billion.

Development of business volume

15
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1
0

Deposits
Lending
Guarantees

End of 2010 End of 2011 End of 2012 End of 2013 End of 2014 1st quarter of
First 6
2015
months 2015
The statement has been prepared by consolidation of historical
balance sheet figures for Nordjyske Bank and Nørresundby Bank

Main activities
Nordjyske Bank is a locally based bank with a
market area, defined primarily as the North
Denmark Region. The bank’s main activities are to
service and offer the market area consultancy
concerning financial services to both private and
commercial customers.
The bank wishes to be able to offer a broad range
of products based on competent and attentive
consultancy.

The bank currently has 24 branches distributed
from Skagen to south of Aalborg and a branch in
Copenhagen. The bank has 474 employees
converted into full-time employees.
Nordjyske Bank has:
• 122,000 private customers
• 9,000 commercial customers
• 46,000 shareholders
Business volume – lending, guarantees,
deposits – at DKK 29,2 billion
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Expectations for 2015
There are positive signs for the economy in
Denmark and in Northern Jutland. Unemployment
in Northern Jutland has fallen marginally in the first
6 months of 2015. Payment indicators show
improvement. The Nationalbanken sees broadly
founded improvement and assesses a need for
fiscal tightening so that the upswing does not run
amok.
The interest rate level is low and the oil prices are
expected to fall or stay at the current level as a
consequence of the atomic agreement with Iran.
However, the upswing cannot be markedly seen in
the bank. There are expressions of optimism, but
we still see restraint in demand for lending for new
investments and there is still a high level of saving.
The bank’s income will still be challenged during the
rest of 2015 as a consequence of low demand for
lending and a falling interest rate margin, among
other things as a consequence of increasing
competition.
Costs in 2015 will be influenced by non-recurrent
costs in connection with the merger, primarily to
employees, who are leaving the bank and also to
external consultants etc. In addition the accounts
will be influenced by costs for renovation of property
of app. DKK 20 mill.
The bank expects core income in 2015 before
payment to the Deposit Guarantee Fund, writedowns on loans etc., market price adjustments and
costs before the merger at a level of DKK 320 to
360 mill. upon pro forma calculation of the result.
As a consequence of adjusted accounting - where
market price adjustments on loans taken over from
Nørresundby Bank are included in write-downs –
the current expectations in reality correspond to an
improvement of core earnings before merger costs
of app. DKK 20 mill.

Expectations on write-downs in 2015 are
maintained at the same level, which as a
consequence of the above account is at the level of
DKK145 mill. However, this is connected to an
increased uncertainty, which can be related to the
agricultural area.
Expectations for 2016
In 2016 the result is expected to be considerably
influenced by the following changes:
•
Savings of DKK 50 mill. as a consequence of
synergy from the merger.
•
Limited costs to the Deposit Guarantee Fund,
which is expected to amount to DKK 29 mill. in
2015.
Dividend policy
The bank’s board of directors has approved the
following dividend policy, the purpose of which,
among other things, is to contribute to the long term
value creation for shareholders:
”It is the goal to pay out between 30-50 % og the
years pre-tax result in consideration of solvency
goals as well as consideration of ensuring that the
bank has sufficient capital to meet the regulatory
requirements and economic and business related
conditions.
The payment may take place in the form of actual
dividend or as share repurchase depending on
which the board of directors estimates most
appropriate.
The board of directors will assess the bank’s
solvency goal on an ongoing basis and as a
minimum each quarter in connection with the
individual solvency goal. The board of directors has
fixed a solvency goal of a minimum of 15.5 per
cent.
The dividend policy will be evaluated at least once a
year”
Strategy process
Nordjyske Bank has planned a process where
during the 2nd half of 2015 we shall fix the strategy
for the bank with a view to ensuring a good return
on investment for the investors. We also want to
create increased focus on the business segment
with a new business centre in Aalborg.
The bank wants to be able to provide the bank’s
investors with more information, and as an element
of the strategy it is the intention to fix clear financial
goals for the bank.
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Activities in the bank
Merger and pre-empting issue
Nordjyske Bank A/S (Nordjyske Bank) and A/S
Nørresundby Bank (Nørresundby Bank) were
merged as at 31 March 2015 with Nordjyske Bank
as the continuing company.
It was a voluntary merger between two firmly based
and solid local banks with long traditions for
delivering fine and positive operating results. This
also applies to the recent crises, where both banks
every year have delivered “black” figures.
The management considers the merger strategic,
visionary and forward-looking where Nordjyske
Bank is meant to have the role of a strong and
marked actor on the financial market in the North
Denmark Region.
The merger took place after purchase of the shares
in Nørresundby Bank. As part of the purchase bid
Nordjyske Bank had planned a guaranteed preemption issue in consideration of the bank’s capital
position.
The pre-emption issue took place in June 2015 and
has secured the bank adequate core capital with
capital infusion of DKK 704 mill. before costs. Jyske
Bank, who had guaranteed a pre-emption issue at
a price of DKK 115 per share, subscribed 90.4 per
cent, after which Jyske Bank could announce that
they own 30.2 per cent of the share capital in the
bank.
Merger
Since the Nordjyske Bank has worked on the many
practical tasks, which among other things include
replacing façade signs and logos, so that the joint
bank’s appearance is identical with the torch as
logo.
It is the bank’s goal to make sure to make all
people in Northern Jutland know that one strong
Northern Jutland bank has been established – as a
consequence of the merger – and that we want to
be locally committed all over Northern Jutland.
Future activities
During the 2nd half of 2015, Nordjyske Bank’s staff
departments will be united with some functions in
Frederikshavn and other functions in Nørresundby,
while the bank’s LandbrugsCenter will remain in
Hjørring.
The bank has initiated a major task with conversion
of IT-systems. Both Nordjyske Bank and
Nørresundby Bank have used Bankdata as ITsupplier, which is a great advantage financially for
the merger and also in relation to the fact that the
employees need not learn to use new systems.

It-conversion is a major task and it will use many
resources up to the conversion on 14 November
2015.
Organisation
The new organisation has been planned during the
second quarter of 2015 and the reduction of
employees as a consequence of the synergies is in
place. It is satisfactory that a sufficient number have
applied for the severance scheme or retire via
natural wastage to achieve the announced level of
a reduction of 50 employees at the end of the year.
New headquarters in Aalborg and new area
center
Nordjyske Bank has announced earlier that it wants
greater focus on the business segment and
increased activity in Aalborg, since the bank
estimates that there are good growth possibilities in
this area.
As a part of this the bank has wanted a new
business center in Aalborg. The bank has bought
the property Thulebakken 34 in the Hasseris
neighbourhood of Aalborg, where at the end of
2015 a branch will be established with strong
competences within both business, private
customers and Private Banking. The establishment
will take place through integration of the bank’s
branches at Vestre Alle and Vesterbro, situated at a
distance of 1-3 km to the new headquarters.
The new headquarters will ensure good framework
for consultation and good parking facilities for the
customers and gathers strong competences to the
benefit of customers and employees.
As part of this one more area center will be
established in Aalborg, after which Nordjyske Bank
will have 4 area centers.
Branches
As previously announced, the bank had an overlap
in Brønderslev and Hjallerup. The two branches in
Brønderslev and Hjallerup, respectively, were
integrated on 25 June 2015.
Nordjyske Bank has integrated the branches in
Østervrå and Aalbæk on 16 June with Hjørring and
Frederikshavn, respectively. These integrations are
made to ensure competences at a high level and to
ensure a sufficient number of employees in the
branches to make the workday work properly.
For the same reason the bank has furthermore
decided to integrate the branches in Nr. Uttrup with
the branch in Nørresundby during 2015. The two
branches are within a distance of 2 km.
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Applied statement methods
The merger between Nordjyske Bank and
Nørresundby Bank took place as previously
described on 31 March 2015, as Nordjyske Bank
acquired Nørresundby Bank on 27 February 2015
and the banks merged on 31 March 2015.
With regard to accounting, this implies that
Nørresundby Bank’s operating result for March will
only appear as one single item in Nordjyske Bank’s
operating result for the 1st quarter of 2015, while
Nørresundby Bank’s result for January and
February 2015 is included in Nørresundby Bank’s
equity at the acquisition.
Furthermore the merger is completed according to
the so-called purchase method. The additional
value paid for assets is included as goodwill in the
balance sheet. Comparative figures for result and
balance sheet items as well as key figures in the
accounts for the first 6 months of 2015 do not
include figures from Nørresundby Bank.

It is the opinion of the management that a report
where result and balance sheet items are arranged
according to the above rules, does not provide the
reader of the accounts with a thorough and fair
picture of the bank’s performance – in part because
the figures for Nørresundby Bank are not included
in the same way as Nordjyske Bank’s figures and in
part as a consequence of the requirements of the
accounting rules for treatment of write-downs from
Nørresundby Bank.
Therefore a pro forma calculated account
statement is shown on page 4 for the first 6 months
of 2015 and comparative figures for the two old
banks together, just as the following description is
based on pro forma calculated results.
The pro forma calculated statements are made in
accordance with particulars rules through which the
results shall illustrate that merger between
Nordjyske Bank and Nørresundby Bank has
applied during the comparative periods.
In this statement at the end of the first 6 months of
2015, the statement has been changed with
regards to adjustment of market price write-downs
taken over from Øster Brønderslev Sparekasse,
Løkken Sparekasse and Nørresundby Bank, which
are included in write-downs and not in interest
income as in the purchase method.
In the pro forma statement, interest income and
write-downs are reduced and provide a more true
and fair view of the actual development in both
accounting items.
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Pre-tax result
The pro forma calculated pre-tax result for the first
6 months of 2015 amounts to DKK 140 mill.
compared with DKK 190 mill. in the first 6 months
of 2014. The result for the first 6 months of 2014
is influenced by market price adjustments of
sector shares, including sale of shares in Nets
Holding A/S at DKK 22 mill.

The pre-tax result carries interest at a rate of 10.5
cent per annum as at 30 June 2015.

Net interest and fee income
Nordjyske Bank has realised net interest
income of DKK 267 mill. compared with DKK
285 mill. for the same period last year,
corresponding to a fall of DKK 18 mill.

Net fee income increases by DKK 45 mill. to DKK199
mill. In the first 6 months of 2015 compared with
DKK154 mill. last year. This increase is attributable to a
high activity level on conversion of mortgage loans as
well as continued increasing activity with fund
management, where the customers can obtain better
revenue than on general deposits.

The interest income on the bank’s loans falls by
DKK 13 mill. as a consequence of the lower
interest rate on both loans and deposits. The
development is partly attributable to the general
fall in the interest rate, and partly attributable to
increased competition on loans.

Core income in total shows an increase of DKK 23 mill.
to DKK 480 mill. in the first 6 months of 2015,
corresponding to an increase of 5 per cent.

Development in fee incomes
Guarantee commission
Asset management
Security trading
First 6 months 2015

Loan processing

First 6 months 2014

Payment services

(Million DKK)
Other fees, etc.
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Market price adjustments
Market price adjustments have overall given a
positive revenue of DKK 45 mill. in the first 6
months of 2015 compared with DKK 79 mill.
last year, which among other things is
attributable to sale of the sector shares in Nets
Holding A/S with a capital gain of DKK 22 mill.

The development in interest rates has lead to negative
market price adjustment of DKK 10 mill. Compared with
a positive revenue of DKK 11 mill. in the first 6 months
of 2014.

The share portfolio the positive market price
adjustments of DKK 51 mill. of which DKK 21
mill. are related to the portfolio of sector shares.
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Operating costs
The bank has kept the total costs of operating
the bank at the same level as in the first 6
months of 2015 as in 2014. Operating costs
and operating depreciation amount to a total of
DKK 270 mill. compared with DKK 269 mill. in
2014.

The bank expects continued synergy effect of the
merger of app. DKK 50 mill., which is expected to
come into effect in 2016. The synergy effect shall
primarily be realised through a reduction of the
number of employees as a consequence of the
agreed severance scheme.

In addition, the bank has credited merger costs
at a total of DKK 37 mill. in the first 6 months of
2015.

Furthermore the bank still has focus on optimizing
the organization and the bank’s network of branches.
This has been initiated and made possible by the
development in the technology area where e.g.
various self-service systems have had as a result
that many customers now to a much higher degree
can themselves manage most of the everyday bank
transactions.

Development in operating costs
Salaries
IT costs
Operating depreciation
First 6 months 2015

Other costs

First 6 months 2014

Deposit Guarantee Fund

(Million DKK)

Merger costs
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Other fee income and the Deposit Guarantee Fund
Nordjyske Bank charged DKK 14 mill. in the first 6
months of 2015 corresponding to the costs in
2014.

The annual expense in the collective scheme is
expected to amount to app. DKK 29 mill. in 2015.
.

Write-downs on loans etc.
Write-downs affect the bank’s result by DKK 64
mill, which is at the same level as in 2014, where
the costs were DKK 63 mill.
The merger between Nordjyske Bank and
Nørresundby Bank has a positive influence on the
make-up of the balance sheet, including in
particular the industry related make-up of loans on
agriculture, property and other sectors. On that
basis it is assessed that the bank’s loan portfolio,
with the exception of parts of the agriculture
portfolio, is solid and with an appropriate spread
on industries.

However, the bank assesses that there will be an
increased risk for the bank’s exposure to
agriculture, as the sector is generally under a
great financial pressure. Currently the
development for both milk producers and pig
farmers may be of significance for the bank’s
needs for write-downs.
The bank assesses on an ongoing basis the need
for write-downs. The assessments are made on
the basis of the bank’s policies and current
regulations in the area.
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Liquidity and funding
Excess deposits

Nordjyske Bank still has a strong liquidity situation
with a comfortable margin of 200 per cent to the
statutory requirement, corresponding to DKK
3,992 mill.

It is the bank’s policy to finance lending with
ordinary deposits from customers and equity.
The bank has good liquidity with excess deposits
amounting to DKK 4,779 mill. as at 30 June 2015.
The bank’s deposits are stable and ordinary
deposits and 87 per cent are covered by the
Deposit Guarantee Fund.

Liquidity risk and funding risk
The liquidity and funding risk of Nordjyske Bank
must be reasonable. This means:
•

that the bank's liquidity requirement should
primarily be covered by ordinary deposits
and equity

Deposits / lending
(amounts in DKK
million)

•

that the bank has sufficient lines with other
banks to cover the current day-to-day
liquidity requirement

•

that the bank has sufficient excess liquidity to
meet the goal at any time and during budget
projection and in a stress scenario

•

that the bank meets the limit fixed by the
Financial Supervisory Authority for stable
funding in the Supervision Diamond

•

that the bank minimizes the funding risk by
seeking stable liquidity coverage..

30 June
2015

30 June
2014

Deposits

15,206

14,525

Lending

10,427

10,923

4,779

3,602

Excess deposits

As at 30 June 2015 the bank’s ”own liquidity” in the
form of deposits and equity amounts to a total of
DKK 17.9 bn. Corresponding to excess liquidity of
DKK 7.4 bn. compared with lending. This is an
increase of DKK 1.5 bn. compared with 31 March
2015, which among other things is attributable to
the pre-emption issue in June 2015, which gave
proceeds of app. DKK 700 mill.

Stable funding
(amounts in DKK
million)
Lending
Equity
Deposits
Subordinate capital infusion
Funding
Excess amount
Funding ratio

30 June
2015
10,427

The liquidity is checked, budgeted and reported
on an ongoing basis to the Board of Directors and
the Executive Board. This means that the bank
makes sure that the limits fixed for the liquidity
risk are observed.
Nordjyske Bank does not expect to be challenged
by the new LCR-requirements, as LCR as at 30
June 2015 can be calculated at 3.3. Thus it is the
management’s opinion that Nordjyske Bank has a
satisfactory liquidity situation.
.

2,650
15,206
270
18,126
7,699
0.58
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Interest risks
Most of the bank’s lending and deposit activities as
well as accounts with credit institutions have been
entered into on a variable basis.
The primary interest risk is attached to the bank’s
portfolio of bonds, which is related to the bank’s
cash management. The share portfolio is managed
with a view to the volatile market so that both
market price risk and interest risk are taken into
consideration. Through this the bank lives up to its

objective of having a very limited interest risk.
The bank’s interest risk is controlled on a daily basis by
the FinansCentret, whereas monitoring and reporting
about interest risk to the board of director and
executive management are performed by the Finance
department.
The bank’s interest risk has been calculated at
-0.1 per cent at the end of June 2015

Capital
According to pro forma calculation on a
consolidated basis, equity amounts to 2,650 mill. at
the end of the first six months of 2015 after
completion of the pre-emption issues.
In addition to this, Nordjyske Bank has on 27
February 2015 issued nominal DKK 275 mill. capital
certificates as supplementary capital (Tier2) at a
price of 100. The capital certificates have a 10 year
term and cannot be redeemed until 5 years after
the date of issue, at the earliest. The interest rate
on the capital certificates is 5.341 per cent the first
5 years.

Core capital / risk-weighted items
(amounts in DKK million)

30 June
2015

Equity

2,650

Deduction of
- dividend, framework for own shares etc.
- intangible assets etc.

57
495

- investment shares in fin. businesses

311

Addition of subordinate capital

245

Core capital
Risk-weighted exposures

The capital certificates have been issued by Jyske
Bank A/S and are not listed.
In accordance with legislation, the bank must have
a core capital that supports the risk profile. The
bank’s capital adequacy is calculated by applying
the standard methods for credit risk and market
risks and basic indicator method for operational
risks.
Nordjyske Bank’s core capital can be calculated at
app. DKK 2.0 bn. at the end of June 2015, just as
the total capital adequacy is calculated at app. DKK
1.2 billion. On this basis the bank’s capital
adequacy rate can be calculated to 16.6 and the
actual core capital to 14.6 per cent.

2,032
12,270

Capital adequacy rate

16.6

Core capital rate

14.6

The individual capital adequacy requirement
The bank’s individual capital adequacy requirement,
which is calculated according to the 8+ method, amounts
to 9.9 per cent.
The capital adequacy rate of 16.6 as at 30 June 2015
gives the bank a capital adequacy rate of 168 per cent in
relation to the individual capital adequacy requirement.
The bank’s capital is assesses to be at a satisfactory
level after the completion of the pre-emption issue in
June 2015.

For further information about the
individual capital adequacy
requirement see the bank’s
homepage
www.nordjyskebank.dk/risikorapport
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The Supervision Diamond
The sum of large commitments must
be < 125 per cent of core capital
Nordjyske Bank: 16 per cent

Growth in lending must be < 20 per cent
per year
Nordjyske bank: 89 per cent *
* Pro forma lending growth amounts to -5
per cent

Stable funding ratio must be < 1.0
Nordjyske Bank: 0.58

Property exposure before write-downs
and market price write downs must be <
25 per cent of lending and guarantees
Nordjyske Bank: 12.9 per cent
Excess liquidity must be
> 50 per cent
Nordjyske Bank: 200 per cent

The Danish Financial Supervisory Authority has set
special risk areas with fixed limits – five key
markers, which constitute a “Supervision Diamond”
– within which the banks should in principle stay.
As it appears from the above illustration, Nordjyske
Bank still has a good margin up to the fixed limits
except for growth in lending. The growth in lending
is an expression of the merger with Nørresundby
Bank which is not included in comparative figures in
the Supervision Diamond.
Pro forma calculation for the merged bank shows a
growth of -5 per cent.

When evaluating the bank’s property exposure, it
should be mentioned that app. one fourth of the
exposure can be related to loans etc. to the nonprofit housing sector, where the risk image is
considerably lower than in general property
financing as a consequence of the special financing
model that applies to non-profit housing
construction.
Furthermore, the bank is comfortably positioned in
relation to the new limit, which the Danish Financial
Supervisory Authority has introduced on significant
exposures. The new limit will be introduced as at 1
January 2018.

Risk and risk management
The bank's business goal is to offer financial
products and services in combination with advice.
Consequently, the bank is naturally exposed to
credit risks, market risks, liquidity risks and
operational risks.

The bank's overall attitude remains that the bank
only wants to take on risks which are in accordance
with the business principles according to which the
bank is operated, and which the bank has the
competence resources to manage.

Business model, policies and framework are
updated at least once annually through the
management's reassessment of the total risk.

Risk-taking is a natural element in the bank's
operations, and risk management is also a natural
and central element in the bank. As a consequence
of the bank's business goals, credit risk constitutes
the most significant risk area.

The Danish Financial Supervisory Authority
Nordjyske Bank has been asked by the Danish
Financial Supervisory Authority to explain the
presence of the purchase price for Nørresundby
Bank at the time of the placing of the purchase bid.

The bank has forwarded an explanation and a
dialogue is in progress, which may give cause to a
reprimand. A possible reprimand will not have
financial consequences for the bank.
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Credit risks
Key credit figures

Lending in relation to equity
Period's loan growth
Total large exposures as a
percentage of core capital
Period’s write-down percentage per
annum
Accumulated write-down percentage

First six
months
2015
3.9

After the merger, Nordjyske Bank has made a
decision on the limits for industry exposure:
•

It is the bank’s goal that the total exposure to
industries as one should as a maximum
amount to 65 per cent of the bank’s lending
and guarantees

•

It is the bank’s goal that lending and
guarantees to agriculture, hunting and forestry
incl. farming abroad, should as a maximum
amount to 16 per cent of the bank’s lending
and guarantees

•

It is the bank’s goal that lending and
guarantees to fisheries should as a maximum
amount to 4 per cent of the bank’s lending and
guarantees

•

It is the bank’s goal that lending and
guarantees to the business sector real property
should as a maximum amount to 16 per cent
incl. non-profit housing construction

- 3.3

15.8
0.8
7.2

The figures have been calculated pro
forma.

It is a consequence of the bank’s business model
and credit policy that the bank’s risk profile in the
credit area must be adequately cautious. The credit
policy sets the framework for the bank’s credit risks
and thereby a balanced relation between earnings
and risks is ensured, just like risk-taking must be
pre-calculated.
Nordjyske Bank and Nørresundby Bank’s previous
follow-up, control, and reporting systems to ensure
the credit policies on a continuous basis will
continuously become uniform concurrently with the
integration of the two banks.
The function of the credit office is to ensure that
Nordjyske Bank’s credit policy and guidelines are
implemented and observed in Nordjyske Bank’s
credit organisation, to perform overall credit
management, among other things, through fixing
the framework for credit handling and monitoring of
and follow-up on commitments.
The bank’s granting hierarchy is the Board of
Directors, the credit committee, executive board,
credit committee responsible, area manager, head
of branch, and advisors.
The bank’s chief granting authority is the board of
directors, who has fixed the granting powers for the
credit committee, the executive board and the credit
committee responisble. Within their powers, the
credit committee fixes the granting powers
assigned to area manager, who again fixes the
granting powers within their granting powers for
heads of branches and advisors.

•

Lending and guarantees to other trades should
for each trade group as a maximum amount to
9 per cent of the bank’s lending and
guarantees
The above values are calculated after deduction of
write-downs and market price adjustments.
During 2015 the bank will fix credit classification
and granting competences with the purpose of
harmonizing the two banks’ practices and ensure
good credit management.
The bank wants to use a credit rating model with
granting and credit management. The credit rating
model shall on an ongoing basis be adjusted to the
guidelines from the Danish Financial Supervisory
Authority, among other things.
It is the management’s opinion that financing of
both the agricultural area and the property area are
a natural task for a local bank with a market area
where agriculture and property are of great
significance, and it is to be expected that Nordjyske
Bank will continue to be exposed within these
sectors.
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Commitment size
0 ‐
1.500 ‐
10.000 ‐

500
5.000
50.000

11%

500 ‐
1.500
5.000 ‐ 10.000
> 50.000

18%

23%
18%
9%

Nordjyske Bank’s lending gearing relative to equity
is at 3.9 per cent. Relative to the bank’s risk profile
there is basis for growth in loans based on equity as
at 30 June 2015.
As part of Nordjyske Bank’s risk management there
is great focus on the concentration og large
commitments, geographic and trade concentrations.
The sum of large commitments, meaning the share
of credit exposures exceeding10 per cent of the
bank’s core capital, amounts to 15.6 per cent. Thus
the bank is in place relative to the recommended
limit in the Supervision Diamond.
The Danish Financial Supervisory Authority has
specified a change in the Supervision Diamond,
according to which the bank’s 20 largest
commitments after deduction of the highest may
amount to 175 per cent of the actual core capital as
at 1 January 2018. Nordjyske Bank is already now
comfortably within that limit.

21%

Basically Nordjyske Bank does not want
commitments where the unsecured part amounts to
more than10 per cent of the bank’s core capital.
Therefore the bank’s credit risks are, as it appears
from the graphics, concentrated on smaller
commitments.
Commitments of more than DKK 50 mill. amount to
11 per cent of the bank’s total credit commitments,
while commitments below DKK 10 mill. amount to
66 per cent.
.

Geographic distribution
The geographic distribution shows that 88 per cent the
total lending and guarantees in Nordjyske Bank can be
attributed to areas, where the bank has branches.
The bank’s lending and guarantees amount to 80 per
cent in Northern Jutland and 8 per cent in the Capital
region, where Nordjyske Bank has a branch primarily
for private customers as well as small business
customers.

Nordjylland

Hovedstadsområdet

Øvrige DK

Udland

7%

5%

8%

A significant share of the bank’s lending and
guarantees abroad relates to plant growing in the EU.
It is a matter of commitments where the risk image is
limited, as described on page 17.
80%
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Trade risks
Distribution of lending and guarantees as at 30
June 2015
Private

smaller than the business segment, the reason why
the bank’s goal is a minimum of 35 per cent lending
and guarantees to private customers.
The concentration of lending within one trade may
result in an increased credit risk. Therefore the bank
has fixed limits for all trade groups.

Business

48%

Nordjyske Bank is primarily exposed within two
trade groups, as the property sector amounts to a
total exposure of 13 per cent of the bank’s lending
and guarantees and Danish commercial farming
with a total exposure of 10 per cent, of which the
animal production amounts to 6 per cent points.
These trades are described on the following page.

52%

Nordjyske Bank’s lending and guarantees as at 30
June 2015 are distributed with 52 per cent to
businesses and 48 per cent to private customers. It
should be noted that the distribution is influenced by
guarantees as a consequence of conversion to
mortgage loans, which means that private customers
weight more than usual.

The fishing industry also is of great and positive
significance to the bank’s market area in
Vendsyssel. The industry is very much influenced
by the fisheries policy climate. Over many years the
bank has obtained experience and knowledge about
the condition of significance to the fishing industry,
which amounts to 2.6 per cent of Nordjyske Bank’s
total lending and guarantees.

The risk on the private segment is estimated to be
Distribution
as at 30 June 2015

Lending and
guarantees
before write-down

Accumulated writedowns and market
value reductions

in %

Lending and
guarantees
after write-down

Plant growing

512

20

4%

492

Cattle breeding

415

142

34 %

273

Pig breeding

717

193

27 %

524

Fur farming

62

3

5%

59

Danish commercial farming, total

1.706

358

21 %

1.348

Fishing, farming abroad (EU) etc.

756

34

5%

722

Farming etc., total

2.462

392

16 %

2.070

Real property

1.988

176

9%

1.812

Other lines of business

3.643

273

8%

3.370

Business in total

8,093

841

10 %

7,252

Private customers

7,028

251

4%

6,777

(amounts in DKK million)

Public authorities
Total

4

0

0%

4

15,125

1,092

7%

14,033

Agriculture exposure
Through many years Denmark has had a large and
efficient agricultural production and in Nordjyske
Bank’s market area agriculture is of great
significance. Therefore, the bank considers it
natural to have significant exposure to agriculture.
Statistics Denmark has chosen to combine
agriculture and fisheries in one group, but as it is
two industries regulated according to different

regulations and has different cyclical conditions, the
bank has separated agriculture into Danish
commercial farming, fisheries, and plant growing in
the EU etc.
Nordjyske Bank’s total lending to Danish commercial
farming amounts to DKK 1,348 mill. Therefore the
bank has ongoing focus on agriculture’s framework
conditions and the current trends’s significance for
earnings in the agricultural sector.
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With regard to earnings, 2015 is a difficult year for
Danish farmers. The prospects for the two major
production sectors, pig and milk producers, are
deficits. The prices for pork and milk have improved
a bit at the beginning of the year, but milk prices
have dropped again. At the same time the prospect
is increasing feed prices. The assessment in the
latest income prognosis from the agriculture’s
knowledge center SEGES is that the development
seems a bit better for 2016. The average pig farm is
expected to leave 2015 with increased operating
deficit compared with 2014, which is also the case
for the milk producers. The plant growers are
expected to realise a positive result.
The reason for the declining income shall primarily
be found in Russia’s stop for import of food from the
EU, but also the slowdown in demand for food from
China as well as large production on food on the
world market play a part. This combination has led
to falling food prices globally. On the other hand the
low interest rates contribute to limiting the farmers’
costs.
Recent years’ greatly diversified earnings between
the individual farms is expected to still apply. The
best third of full time farms is expected to have a
positive operating result for the period 2014-2016.
This group of financially strong farms is
continuously able to make money for owner
payment, consolidation and investments.
In 2016 SEGES expects that operating result before
owner payment and return of equity will increase.
Both pig and milk producers can expect a small
profit, whereas plant growers retain a positive
operating result. There are still generally very
unsatisfactory results.

Danish Agriculture and Food estimates that an
adjustment of the framework conditions for farming
is essential in relation to ensuring that the farmers in
the long term can deliver reasonable earnings and
thereby ensure basis for growth and increased
export income.
Nordjyske Bank has lending and guarantees to the
milk producers at 2 per cent and to the pig
producers at 4 per cent after write-downs. As it
appears from the table on the previous page, the
bank has made the largest write-downs on these two
production sectors.
Write-downs and market price write-downs to meet
loss on farming commitments have been made at
DKK 358 mill. of which 40 per cent are attributed to
the milk producers and 54 per cent to the pig
producers.
The bank performs stress test on an ongoing basis
on the exposures with a view to evaluate risks
among other things as seen in relation to the
solvency need. A change in the hectare price at
DKK 5,000 on customers with OIV will result in an
change in write-downs of DKK 37 mill. Likewise a
change in farm buildings of10 per cent will mean a
change in the write-down need of DKK 40 mill.
Furthermore, the hank has made credit facilities
available to Danish farmers working with plant
growing in the EU. These loans, which amount to
2.2 per cent of the bank’s lending and guarantees,
are assessed to have a very limited risk of loss. In
part they are secured by first mortgage as well as
government guarantee in the form of guarantee from
the Eksport Kredit Fonden EKF, in part the equity
paid in cash amounts to 40-50 per cent of the
investment.

Property exposure
For many years financing of property – especially in
Aalborg – has amounted to a significant part of the
total lending and guarantees.
For a number of years Aalborg has seen a positive
development with many possibilities for job and
education, and as a consequence of this experienced
a constant need of construction of new dwellings. The
demand continues, which is enhanced by the plans for
a new university hospital, light rail, and continued
expansion of the university.
The bank has contributed to these constructions to a
great extent and wants, as a local bank, to be a natural
part of this process both in non-profit and private
house building.
The property sector has shown positive development
in the first six months of 2015, where sale of both

owner-occupied flats and houses are back at the
historically high prices. At the same time it should
be noted that the variations are smaller in Northern
Jutland than in Copenhagen and Aarhus.
The Danish Financial Supervisory Authority has set
max. exposure for the property sector at 25 per cent
of total lending and guarantees. Nordjyske Bank has
a total exposure on the property area calculated
according the rules of the Supervision Diamond at
DKK 1,814 mill. corresponding to 12.9 per cent of
total lending and guarantees before write-downs. Of
this 3.5 percentage points are attributable to
exposure to the non-profit sector, where the risk
image is significantly lower than on general property
financing, due to the special financing model that
applies to non-profit house building.
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Shareholders
Since the turn of the year the price for a share in
Nordjyske Bank has moved upwards. The price per
share was 118 as at 30 June 2015 and thereby
above the fixed price of the pre-emption issue of
115 in June 2015.
In connection with the purchase of all the shares in
Nørresundby Bank, the Board of Directors has
utilized the general meeting’s authorisation to
increase the share capital by up to DKK 46 million
by non-cash contribution and without pre-emptive
rights for the bank's shareholders. The share capital
was increased by DKK 42,299,110 in the first six
months of 2015.
In June the share capital was increased by DKK
61,215,050 through pre-emption issue and after
that Nordjyske Bank’s share capital amounts to
DKK 183,645,150 distributed on shares at DKK 10
each. The shares are admitted for listing on
NASDAQ OMX Copenhagen.

Likewise, the Board of Directors is authorised to allow
the bank to acquire own shares at any time,
corresponding to a maximum of 10 per cent of the
bank's nominal share capital if the shares can be
acquired at the current listed price with a deviation of up
to 10 per cent. However, this authorization is limited by
the Danish Financial Supervisory Authority’s approval of
acquisition of own shares.
Large shareholder
Nordjyske Bank has one large shareholder after
completion of the pre-emption issue in June 2015, as
Jyske Bank A/S informed the bank on 25 June 2015
that the bank owns 30.2 per cent of the share capital in
Nordjyske Bank A/S.
Nykredit A/S announced on 25 June 2015, that the
company owns less than 5 per cent of the share capital
in Nordjyske Bank A/S.

Financial calendar 2015
03.11.2015

Publication of interim report as at 30 September 2015
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Income statement and balance sheet according to the
purchase method
The figures in the interim report’s figures in the
following are prepared according to current rules
and regulations pursuant to the purchase method.
In the following section there are some comments
on income statement and balance sheet for the first
six months of 2015 pursuant to the purchase
method.

Furthermore, the realised operating result for the
month of March 2015 – after purchase at the end of
February 2015 and until the merger at the end of
March 2015 – is included in Nordjyske Bank’s income
statement for the first six months of 2015 only as one
single amount under the item “result of investment in
associated and group companies”.

The consequence of the use of this method is that
Nørresundby Bank’s realised operating results for
January and February 2015 are only included in the
purchased values.

As a consequence of the purchase method, account
figures for Nørresundby Bank are not included in
comparative figures for 2014, thus limiting the value
of a comparison.

The income statement shows the following in general
•

•

•

Net interest and fee income amount to DKK
378.6 mill. the first six months of 2015
compared with DKK 246.8 mill. in 2014. The
increase of DKK 131.8 mill. is primarily
attributable to the fact that account figures for
Nørresundby Bank are not included in the
statement for 2014 and are only included in the
nd
2 quarter of 2015.
The market price adjustments are positive with
DKK 17.9 mill., which among other things
covers a positive market price adjustment on
shares etc. of DKK 24.6 mill. and a negative
market price adjustment on bonds of DKK 10.6
mill.
Staff and administration costs amount to DKK
217.9 mill. for the first six months of 2015. Of
this salaries etc. amount to DKK 134.1 mill. and
other administration costs DKK 83.8 mill.

•

The result of investments in associated and
group companies amounts to DKK 24.5 mill. and
is primarily an indication of the operating result
for March 2015 in Nørresundby Bank, which has
been entered as an income on this item.

•

Write-downs on lending etc. have been charged
to the income statement with DKK 97.4 mill.

•

Under the accounts item “Other operating costs”
app. DKK 11 mill. has been charged to income
statement for the Deposit Guarantee Fund.

•

Pre-tax result amounts to DKK 87.5 mill. and
after tax DKK 77.0 mill. for the first six months of
2015.

•

When the result is calculated pursuant to the
purchase method, core revenue in 2015 before
payment to the Deposit Guarantee Fund, writedowns on lending etc., market price adjustments
and before merger costs at the level of DKK 285
to 325 mill. is expected.

The balance sheet shows the following in general
•

The total balance sheet amounts to DKK 19.3
bn. The increase is attributable to the purchase
of Nørresundby Bank.

•

The bank’s lending amounts to DKK 10.4 bn.
as at 30 June 2015 and deposits amount to
DKK 15.2 bn.

•

Goodwill and customer relations in connection
with purchase of Nørresundby Bank have been
entered under the item intangible assets with
just under DKK 500 mill.

•

Subordinate capital infusion (Tier 2) of app.
DKK 270 mill. has been raised in Jyske Bank
as part of the financing of the purchase price
for Nørresundby Bank.

•

After this Nordjyske Bank’s share capital
amounts to DKK 183,645,150 after purchase of
all the shares in Nørresundby Bank and
completion of issue.
Equity then amounts to DKK 2.65 billion at the
end of June 2015.

•

Total guarantee obligations amount to DKK 3.6
billion as at 30. June 2015.
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Subsidiary
Nordjyske Bank has a subsidiary, as the bank owns
the entire share capital of Sæbygård Skov A/S.
The result of the subsidiary for the first six months
of 2015 is included in the bank's income statement
under “result of investments in associated and
group companies”. The shares have been included
at DKK 11.5 million, which is the book value.

Group financial statements have not been prepared,
as the activities of the subsidiary, both regarding
balance sheet and result, are immaterial compared
with those of the bank.
.

Uncertainty in relation to inclusion and calculation
The period's result has not been affected by
unusual conditions – except for those already
stated in the Management Report.
No events have occurred after the end of the
financial period which will affect the bank's result for
the first six months of 2015, the bank's assets and
liabilities, and its financial position as at 30 June
2015.
Just like the other Danish banks, Nordjyske Bank is
liable for losses the Deposit Guarantee Fund may
face in connection with the insolvency of other
banks.
Estimates have been made when calculating the
book values. The estimates made are based on
assumptions which the management finds
reasonable
The most significant estimates concern
•

write-downs on lending and receivables where
quantification of the risk of missing future
payments involves material estimates – not
least in the agricultural area,

•

valuation of intangible assets, regarding
quantification of future earnings and the rate of
interest used for the calculation,

•

valuation of properties, regarding the interest
rates used for calculations and the internal rental
value, and

•

valuation of unlisted sector shares, cf. below.

Unlisted shares in companies owned by the bank
jointly with a number of other banks, etc. – the socalled sector shares – are valued at market price.
Decision of the market value is based on available
information about current trades, e.g. in connection
with redistribution among the shareholders
(corresponding to level 2-input cf. definition in IFRS
13). If no current market data is available, the market
value is estimated on the basis of information from
the companies’ accounts, experience in trade in
shares in the companies in question, and input from
qualified external party (corresponding to level 3-input
cf. definition in IFRS 13).
Other unlisted securities are valued as far as possible
at market value according to similar principles. If it is
not possible to perform reliable calculation at market
value, the security is included at cost price less writedowns.
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Income Statement
Amounts in DKK 1,000

note

Interest earnings

3

Interest expenses

4

188,900

371,591

25,023

48,178

163,877

323,413

10,021

5,784

5,790

153,764

79,722

164,402

7,995

2,602

5,446

378,556

246,781

488,159

7

17,853

36,006

43,817

2,664

1,633

4,467

8

217,919

131,619

265,603

9

9,513

2,460

6,837

6

Fees and commission costs paid
Net interest and fee earnings

Other operating income
Staff and administration costs

250,582

1/1 - 31/12
2014

27,816

Dividend of shares, etc.

Market value adjustments

1/1 - 30/6
2014

222,766

Net interest earnings

Fees and commission earnings

1/1 - 30/6
2015

Depreciation and write-downs on intangible and
tangible assets
Other operating costs

11,196

7,842

16,363

Write-down on lending and receivables, etc.

97,388

47,938

139,230

group companies

24,464

902

979

Pre-tax result

87,521

95,463

109,389

10,483

17,989

21,236

77,038

77,474

88,153

Result of investments in associated and

Tax

10

Result for the period

Other total income
Amounts in DKK 1,000

note

1/1 - 30/6
2015

1/1 - 30/6
2014

1/1 - 31/12
2014

Increases in the reassessed value of headquarters
properties

0

1,330

1,330

Reversals of such increases

0

2,421

2,421

Change, net

0

Increases in and reversals of reassessed value of
headquarters properties have no tax-related effect
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1,091

-
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Balance Sheet
Assets
Amounts in DKK 1,000

note

As at 30/6
2015

As at 30/6
2014

As at 31/12
2014

Cash and demand deposits
with central banks

991,208

193,417

279,585

11

1,549,616

333,164

238,817

12+13

10,426,590

5,525,050

5,498,850

2,158,182

1,103,242

1,058,785

561,372

281,517

271,475

Receivables from financial institutions and
central banks
Lending and other receivables at amortised
cost price
Bonds at current value
Shares etc.
Investments in group companies
Assets related to pooled schemes
Intangible assets

14

Sites and buildings, total
- Investment properties
- Headquarters properties
Other tangible assets
Deferred tax assets
Assets in temporary possession
Other assets
Accrued expenses and deferred income
Total assets

11,511

11,305

11,382

2,561,560

1,292,713

1,303,328

495,204

11,884

9,984

298,612

131,670

128,145

82,667

36,586

33,871

215,945

95,084

94,274

7,051

4,054

5,048

0

3,800

3,900

10,722

4,749

1,811

177,115

89,022

64,683

23,216

5,983

5,584

19,271,959

8,991,570

8,881,377
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Balance Sheet
Liabilities
Amounts in DKK 1,000

note

As at 30/6
2015

As at 30/6
2014

As at 31/12
2014

Debt
Debt to financial institutions and central banks

15

695,862
15,205,998

7,186,071

7,207,595

16

12,510,201

5,807,199

5,720,228

2,695,797

1,378,872

1,487,367

Total deposits
- deposits and other debt
- deposits in pooled schemes
Bonds issued at amortised cost price
Current tax liabilities
Other liabilities
Accrued expenses and deferred income
Total debts

176,425

141,409

0

39

39

25,284

15,817

10,363

371,356

187,532

86,689

4,247

0

0

16,302,747

7,565,884

7,446,095

Provisions made
Provisions for pensions and similar
obligations

9,417

3,249

2,992

27,563

0

0

Provisions for loss from guarantees

6,410

3,403

3,079

Other provisions

5,131

4,994

5,082

Total provisions

48,521

11,646

11,153

270,217

2,838

2,838

Share capita

183,645

77,200

77,200

Additional paid-in capital

622,954

0

0

42,718

25,444

25,444

3,265

3,059

3,137

1,797,892

1,305,499

1,292,350

0

0

23,160

2,650,474

1,411,202

1,421,291

19,271,959

8,991,570

8,881,377

3,606,074

880,324

1,171,814

Provisions for deferred tax

Subordinated capital investments

17

Equity

Provisions for appreciationl
Other reserves
- statutory reserves
Profits carried forward
Proposed dividend
Total equity
Total liabilities

Contingent liabilites

18
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Equity Movements
As at 30/6
2015

Amounts in DKK 1,000

As at 30/6
2014

As at 31/12
2014

Share capital
Share capital, start of the period
Increase from merger (4,523,010 pcs.)

77,200

77,200

77,200

45,230

0

0

Increase from issue (6,121,505 pcs.)

61,215

0

0

183,645

77,200

77,200

0

0

0

Capital increase less costs

622,954

0

0

Additional paid-in capital, end of the period

622,954

0

0

25,444

26,535

26,535

Share capital, end of the period
Additional paid-in capital (free reserves)
Additional paid-in capital, start of the period

Provisions for appreciation
Provisions for appreciation, start of the period
Increase from merger
Disposals from changed use of properties

-

Other total income

18,860

0

0

1,586

0

0

0

Provisions for appreciation, end of the period

-

1,091

-

1,091

42,718

25,444

25,444

3,137

3,067

3,067

8

70

3,265

3,059

3,137

1,292,350

1,227,112

1,227,112

Other reserves
Statutory reserves, start of the period
Result for the period

128

Statutory reserves, end of the period
Profits carried forward
Profits carried forward, start of the period
Result for the period

-

77,038

77,474

0

Total comprehensive income

77,038

76,383

128

8

-

70

-

23,160

- assigned to statutory reserves

-

- transferred to proposed dividend
- transferred to provisions for appreciation
Increase from merger

-

1,091

88,153

Other comprehensive income

-

1,091
87,062

0

0

1,586

1,091

1,091

427,005

0

0

45

42

42

Income and costs entered directly in equity
Dividend from own shares
Sale of own shares

21,401

Purchase of own shares

-

Profits carried forward, end of the period

21,405
1,797,892
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28,531
-

27,668
1,305,499

60,307
-

60,034
1,292,350

Interim Report
Equity Movements (continued)
As at 30/6
2015

Amounts in DKK 1,000
Proposed dividend, start of the year

As at 30/6
2014

23,160

As at 31/12
2014

15,440

15,440

Dividend paid

-

23,115

-

15,398

-

Dividend carried forward, own shares

-

45

-

42

-

15,398
42

Result for the period

0

0

23,160

Proposed dividend, end of the year

0

0

23,160

2,650,474

1,411,202

1,421,291

Equity, end of the period
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Capital base (solvency)
Amounts in DKK 1,000

As at 30/6

As at 30/6

As at 31/12

2015

2014

2014

2,650,474

1,411,202

1,421,291

0

0

23,160

Intangible assets

495,204

11,884

9,984

Insignificant investments in units in the financial sector

311,402

80,192

109,491

57,579

49,251

26,436

Actual core capital after deductions

1,786,289

1,269,875

1,252,220

Core capital after deductions

1,786,289

1,269,875

1,252,220

245,400

567

284

Core capital

2,031,689

1,270,442

1,252,504

Adjusted capital base

2,056,505

1,270,442

1,252,504

981,602

510,864

511,947

12,270,023

6,385,795

6,399,335

Actual core capital rate

14.6

19.9

19.6

Core capital rate

14.6

19.9

19.6

Capital adequacy rate

16.6

19.9

19.6

9.9

11.8

12.1

Equity
Deductions:
Proposed dividend

Other deductions

Supplementary capital

Capital adequacy pursuant to Article 92 in the EU
regulation no. 575/2013
Risk exposure
Total risk exposure

Solvency needs

Capital and capital adequacy have been calculated according to regulation (EU) no. 575/2013 and
directive 2013/36 EU of 26 June 2013 of the European Parliament and Council.
The bank uses the standard method for credit and market risks and the indicator approach for
operational risks.
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Accounting Policy
This interim report has been prepared in
accordance with the Financial Business Act and
the Danish FSA's "Executive Order on Financial
Reports for Credit Institutions and Investment
Companies, etc." The stipulations in the Danish
FSA's Executive Oder are consistent with the
stipulations about inclusion and calculation in the
international accounting standards (IAS/IFRS),
and Nasdaq OMXCopenhagen A/S´s disclosure
requirements for listed companies.

The accounting policy is unchanged compared
with the most recent financial year. However, in
connection with merger with A/S Nørresundby
Bank minor harmonisations of accounting
principles have been made; likewise minor
adjustments in some notes and calculations have
been made, including adjustment of comparative
figures. For further information regarding the
accounting policy, please refer to Nordjyske
Bank´s Annual Report 2014 at
www.nordjyskebank.dk/bankenital
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Notes
1. Key figures - The Danish Financial Supervisory
Authority's format and key figure system
(amounts in DKK million)

1/1 - 30/6
2015

1/1 - 30/6
2014

1/1 - 31/12
2014

Income Statement:
Net interest earnings *)

222.8

Fees and commission earnings, net
Net interest and fee earnings
Market value adjustments
Staff and administration costs
Write-downs on lending and receivables, etc.

163.9

323.4

145.8

77.1

159.0

378.6

246.8

488.2

17.9

36.0

43.8

217.9

131.6

265.6

97.4

47.9

139.2

Result of investments in associated and
group companies

24.5

0.9

1.0

Pre-tax result

87.5

95.5

109.4

Result for the period

77.0

77.5

88.1

Other comprehensive income
Total sales

0.0

-

407.0

1.1

-

1.1

270.3

540.5

As at 30/6

As at 30/6

As at 31/12

2015

2014

2014

Balance Sheet:
Lending
Bonds
Shares, etc

10,427

5,525

5,499

2,158

1,103

1,059

561

282

271

12

11

11

Investments in associated and
group companies
Investment properties
Headquarters properties
Assets in temporary possession
Deposits, incl. pools
Subordinated capital investments

83

37

34

216

95

94

11

5

2

15,206

7,186

7,208

270

3

3

2,650

1,411

1,421

Total assets

19,272

8,992

8,881

Guarantees

3,606

880

1,172

Equity

*) Net interest earnings in the 1st half of 2015 include DKK 212 mill. (2014: DKK 0.9 mill. / DKK 1.7 mill.),
related to the credited share of discount on the acquired commitments primarily from Nørresundby Bank.

Interim Report as at 30 June 2015 • Page 28

Interim Report
Notes
2. Key figures

1/1 - 30/6
2015

1/1 - 30/6
2014

1/1 - 31/12
2014

Capital adequacy
Capital adequacy percentage

16.6

19.9

19.6

Core capital percentage

14.6

19.9

19.6

Result before tax / average equity % p.a.

8.6

13.8

7.9

Result after tax / average equity % p.a.

7.6

11.2

6.4

Earnings per cost krone

1.3

1.5

1.3

59.9

53.4

54.9

0.8

1.7

1.0

0.1

0.2

0.4

Currency position as a percentage of core capital

1.9

1.1

1.3

Currency risk as a percentage of core capital

0.0

0.0

0.0

3.9

3.9

3.9

Earnings

Costs as a percentage of core earnings
Return on net assets as a percentage after tax p.a.
Market risks
Interest rate risk as a percentage of core capital

-

Credit Risks
Lending in relation to equity
Lending growth for the period as a percentage

89.6

-

0.5

-

1.0

Total large exposures as a percentage of adjusted
capital base

15.8

11.5

11.1

Write-down percentage p.a. for the period

1.4

1.4

1.9

Accumulated write-down percentage

5.2

8.8

9.0

12.9

6.8

6.5

73.6

85.4

85.4

200.0

206.5

173.9

0.58

0.64

0.64

13.4

20.1

11.4

Book value per share

144.5

183.1

184.5

Listed price

118.0

122.0

105.0

0.0

0.0

3.0

Property exposure before write-downs
Liquidity risks
Lending incl. write-downs in relation to deposits
Excess cover in relation to statutory liquidity requirement
as a percentage
Stable funding-ratio
The Nordjyske Bank share
DKK per share at DKK 10
Period's result after tax per share p.a.

Dividend per share
List price/period's result per share

8.79

6.08

9.20

Listed price/book value per share

0.82

0.67

0.57
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1/1 - 30/6
2015

3. Interest income
Amounts in DKK 1,000

1/1 - 30/6
2014

1/1 - 31/12
2014

Receivables from financial institutions and
-

central banks
Lending and other receivables

963

279

767

244,288

183,723

358,514

5,657

11,399

759

879

6,859

Bonds
-

Derivative financial instruments, total

342

-

Other interest income

740

0

32

Total interest income

250,582

188,900

371,591

There is no interest income from genuine purchase and
resale transactions
1/1 - 30/6
2015

4. Interest expenses
Amounts in DKK 1,000

1/1 - 30/6
2014

1/1 - 31/12
2014

3,740

1,729

3,571

18,790

23,207

44,336

0

1

2

4,990

43

85

Other interest expenses

296

43

184

Total interest expenses

27,816

25,023

48,178

Debt to financial institutions and central bank
Deposits and other debt
Bonds
Subordinated capital investments

There are no interest expenses from genuine sale and
repurchase transactions

1/1 - 30/6
2015

5. Trade
Amounts in DKK 1,000

1/1 - 30/6
2014

1/1 - 31/12
2014

Nordjyske Bank conducts traditionel banking business in the
North Denmark Region and the capital area with its
headquarters in Nørresundby. No branches are established abroad, and no public grants have been received.
Interest income

250,582

188,900

371,591

Fees and commission income

153,764

79,722

164,402

2,664

1,633

4,467

407,010

270,255

540,460

Other operating income
Total trade
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Notes
1/1 - 30/6
2015

6. Fees and commission earnings
Amounts in DKK 1,000

1/1 - 30/6
2014

1/1 - 31/12
2014

Security transactions and custody accounts

60,531

28,629

55,756

Payment services

16,443

8,038

16,289

Fees on loans

50,557

21,009

55,729

Guarantee commission
Other fees and commission
Total fees and commission income

7,087

5,714

9,693

19,146

16,332

26,935

153,764

79,722

164,402

1/1 - 30/6
2015

7. Market value adjustments
Amounts in DKK 1,000
Other lending and receivables (hedge)

-

Bonds

-

Shares, etc.

1/1 - 30/6
2014

5,852

1/1 - 31/12
2014
0

0

10,616

6,534

5,309

24,612

27,404

35,331

0

Investment properties

-

1,345

-

4,060

Currencies

3,739

3,019

6,079

Derivative financial instruments

6,145

525

1,396

29,773

Assets related to pooled schemes
-

Deposits in pooled schemes

29,948
17,853

Total market value adjustments

1/1 - 30/6
2015

8. Staff and administration costs
Amounts in DKK 1,000

58,064
-

58,195
36,006

1/1 - 30/6
2014

77,822
-

78,060
43,817

1/1 - 31/12
2014

Salaries and remuneration for Board of Directors, Executive
Board og Committee of Representatives
Executive Board (4 memb. from April 2015 / 2 memb.)

3,814

2,167

4,296

Board of Directors (12 memb. from april 2015 / 9 memb.)

1,256

816

1,633

297
5,367

210
3,193

422
6,351

Salaries

105,367

59,467

118,699

Pension

9,847

9,200

16,061

13,534

9,003

17,877

128,748

77,670

152,637

83,804

50,756

106,615

217,919

131,619

265,603

368

258

257

Committee of Representatives (70 memb. from april
2015 / 48 memb.)
Staff costs:

Social security expenses, etc.

Other administration costs
Total staff and administration costs
Average number of full-time
employees
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9. Depreciations and write-downs on intangible and
tangible assets
Amounts in DKK 1,000
Intangible assets
Customer relations

1/1 - 30/6
2015

1/1 - 30/6
2014

1/1 - 31/12
2014

6,710

0

1,900

796

811

1,621

Tangible assets
Depreciations on headquarters properties
Depreciations and write-downs carried back
on headquarters properties
Depreceiations on other tangible assets
Total depreciations and write-downs

0

450

450

2,007

1,199

2,866

9,513

2,460

6,837

1/1 - 30/6
2015

10. Tax
Amounts in DKK 1,000

1/1 - 30/6
2014

1/1 - 31/12
2014

The period's tax can be distributed like this:
Tax of the period's result

10,483

17,989

21,236

Tax on other total income (equity movements)
Total tax

0
10,483

0
17,989

0
21,236

Current tax

12,293

17,989

21,050

Deferred tax

-1,476

0

-100

The tax charged to the income statement is specified like this:

Regulation of previous years' calculated tax

-334

0

286

Tax of the period's result

10,483

17,989

21,236

Current tax rate
Non-taxable income and disallowed deductions etc.

23.5%

24.5%

24.5%

-11.1%

-5.7%

-5.1%

Regulation of previous years' tax

-0.4%

0.0%

0.0%

Effective tax rate

12.0%

18.8%

19.4%
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11. Receivables from financial institutions and central
banks
Amounts in DKK 1,000
Demand deposits

As at 30/6
2015

As at 30/6
2014

As at 31/12
2014

162,556

224,344

232,185

1,376,087

100,000

3,172

Remaining term
-

- up to and including 3 months

-

- from 3 months up to and incl. 1 year

-

between 1 and 5 years (incl.)

-

more than 5 years

4,882

3,160

0

0

3,160

0

6,091

2,500

3,460

Total receivables from financial institutions and central
banks

1,549,616

333,164

238,817

Receivables at notice from central banks

1,376,087

100,000

0

173,529

233,164

238,817

1,549,616

333,164

238,817

Receivables from financial institutions
Total receivables from financial institutions and central
banks

As at 30/6
2015

12. Write-downs on lending
Amounts in DKK 1,000

As at 30/6
2014

As at 31/12
2014

Individual write-downs
Start of the period

630,847

540,132

540,132

Write-downs during the period

126,876

76,112

174,091

in previous financial periods

31,161

20,667

28,274

Other movements

25,070

14,875

34,846

Final loss, previously written down individually

14,912

25,572

89,948

736,720

584,880

630,847

26,704

26,871

26,871

6,656

552

4,251

6,114

351

4,418

27,246

27,072

26,704

Reversals of write-downs made

End of the period
Group write-downs
Start of the period
Write-downs during the period
Reversals of write-downs made
in previous financial periods
End of the period
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13. Credit risks
Amounts in DKK 1,000

As at 30/6

As at 30/6

As at 31/12

2015

2014

2014

Loans and other guarantees by sector and
industry
Public authorities

0.0%

0.0%

0.1%

Agriculture

9.6%

19.5%

17.9%

Arable farming abroad (EU)

2.2%

4.6%

4.6%

Agriculture, hunting, forestry and fishing:

Fur farming

0.4%

0.9%

1.1%

Fisheries

2.6%

5.4%

5.1%

14.8%

30.4%

28.7%

Industry and raw material extraction

2.8%

4.8%

3.7%

Energy supply

0.4%

0.3%

0.2%

Building and construction

3.4%

3.2%

3.1%

Trade

6.7%

5.0%

4.6%

Transport, hotels and restaurants

1.9%

2.3%

2.0%

Information and communication

0.5%

0.4%

0.5%

Financing and insurance

3.9%

3.7%

3.5%

12.9%

6.2%

5.8%

Agriculture, hunting, forestry and fishing total

Real property
Other lines of business

Private customers
Total

4.4%

4.1%

3.6%

51.7%

60.4%

55.7%

48.3%

39.6%

44.2%

100.0%

100.0%

100.0%
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13. Credit risks continued
Amounts in DKK 1,000
Maximum credit exposure (primarily lending,
guarantees and credit facilities) distributed on sectors
Public authorities

As at 30/6

As at 30/6

As at 31/12

2015

2014

2014

0.0%

0.0%

0.1%

10.0%

19.4%

18.5%

Arable farming abroad (EU)

1.7%

4.0%

3.7%

Fur farming

0.5%

1.0%

1.0%

Agriculture, hunting, forestry and fishingi:
Agriculture

Fisheries

2.1%

4.9%

4.4%

14.3%

29.3%

27.6%

Industry and raw material extraction

3.8%

7.0%

4.9%

Energy supply

0.4%

0.4%

0.4%

Building and construction

3.5%

3.6%

3.3%

Trade

6.6%

5.5%

5.5%

Transport, hotels and restaurants

2.9%

2.3%

2.1%

Information and communication

0.5%

0.4%

0.5%

Agriculture, hunting, forestry and fishing total

Financing and insurance
Real property
Other lines of business

Private customers
Total

3.5%

3.4%

3.4%

13.0%

6.8%

6.0%

5.0%

4.5%

4.4%

53.5%

63.2%

58.1%

46.5%

36.8%

41.8%

100.0%

100.0%

100.0%

14. Intangible assets

As at 30/6

As at 30/6

As at 31/12

Amounts in DKK 1,000

2015

2014

2014

Customer relations

202,790

10,100

8,200

Goodwill

292,414

1,784

1,784

Intangible assets, total

495,204

11,884

9,984

15. Debt to financial institutions and central banks
Amounts in DKK 1,000
Demand

As at 30/6
2015

As at 30/6
2014

As at 31/12
2014

436,419

176,425

141,409

259,443

0

0

Total debt to financial institutions and central banks

695,862

176,425

141,409

The bank has unused longer-term credit facilities totalling

400,000

400,000

400,000

Remaining term
-

up to and including 3 months
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As at 30/6
2015

16. Deposits and other debt
Amounts in DKK 1,000
Demand

As at 30/6
2014

As at 31/12
2014

9,126,834

3,619,465

4,032,799

696,793

138,364

127,362

Remaining term
-

up to and including 3 months

-

from 3 months up to and incl. 1 year

574,411

772,875

232,020

-

between 1 and 5 years (incl.)

928,805

592,079

464,579

-

more than 5 years

1,183,358

684,416

863,468

12,510,201

5,807,199

5,720,228

Total deposits and other debt
By category
-

on demand

9,067,890

3,559,506

3,533,248

-

at notice

1,808,202

1,169,017

1,181,865

-

time deposits

-

special deposits

Total deposits and other debt

82,385

46,450

47,126

1,551,724

1,032,226

957,989

12,510,201

5,807,199

5,720,228

87

90

90

Share of deposits incl. pooled schemes covered by the
Deposit Guarantee Fund
In addition it should be mentioned that the bank's 10 largest
depositors amount to less than 10% of total deposits
17. Subordinate capital investments
Amounts in DKK 1,000
Supplementary capital

1/1 - 30/6
2015

1/1 - 30/6
2014

1/1 - 31/12
2014

270,217

0

0

0

2,838

2,838

Subordinate capital investments

270,217

2,838

2,838

Of this is included in the calculation of the capital base

270,217

Employee bonds

Interest

1,328

Costs related to raising supplementary capital

5,125

I February 2015, DKK 275 million capital certificates were issued at a price of 100.
The capital certificates have a term of 10 years and connot be redeemed in full or in part until the day that
falls 5 years after the issue date. The issue takes place at an interest rate calculated as the 5-year swap
interest rate with an addition of 5.00%-points p.a. effective for 5 years from and including the issue date.
After that the interest rate will be Cibor 6 months plus 5.00%-points p.a.
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18. Contingent liabilities
Amounts in DKK 1,000

As at 30/6
2014

As at 31/12
2014

1,931,742

489,054

603,250

Loss guarantees regarding mortgage loan

875,674

83,495

159,550

Registration and conversion guarantees

109,060

36,015

135,040

Other contingent liabilities

689,598

271,760

273,974

3,606,074

880,324

1,171,814

806,982

150,434

98,958

257

0

124

Financial guarantees

Total
Mortgaging

For drawing rights on the Danish Central Bank bonds
mortgaged at a market price of

As security for loss towards the Danish Growth Fond as a
consequence of Nordjyske Bank's ownership in
Landbrugets Finansieringsbank, doposit has been made on
a security account at an amount of
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19. Merger / business combination
Nordjyske Banks A/S and A/S Nørresundby Bank merged on 31 March 2015 with Nordjyske Bank A/S
as the continued legal entity.
In accordance with the accounting rules the merger has taken place according the purchase method.
Among other things this means that the purchased assets and liabilities from A/S Nørresundby Bank
are included and calculated at current value at the time of the purchase. Comparative figures from 2014
in the interim report for the first six months of 2015 do not include the purchased assets and liabilities.

Distribution of the purchase price on net assets
Amounts in DKK 1,000

Current price
at the time of
acquisition

Book value
prior to
acquisition

Assets
Cash and demand deposits
with central banks

241,689

241,689

Receivables from financial institutions and central banks

234,830

234,830

cost price

5,214,926

5,214,926

Bonds at current value

2,205,798

2,205,798

412,246

412,246

1,029,540

1,029,540

Lending and other receivables at amortised

Shares, etc.
Assets related to pooled schemes
Intangible assets, total

491,931

0

- customer relations

201,300

0

- Goodwill

290,631

0

Sites and buildings, total

171,553

171,553

45,000

45,000

126,553

126,553

2,376

2,376

0

1,618

140,596

140,596

18,340

18,340

10,163,825

9,673,512

- Investment properties
- Headquarters properties
Other tangible assets
Deferred tax assets
Other assets
Accrued expenses and deferred income
Total assets
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Distribution of the purchase price on net assets continued
Amounts in DKK 1,000

Current price
at the time of
acquisition

Book value
prior to
acquisition

Liabilities
Debts
Debt to financial institutions and central banks

484,521

484,521

Deposits and other debt

6,364,702

6,364,702

Deposits in pooled schemes

1,030,984

1,030,984

7,009

7,009

206,368

164,968

6,658

6,658

8,100,242

8,058,842

6,106

6,106

32,939

0

Current tax liabilities
Other liabilities
Accrued expenses and deferred income
Total debts
Provisions made
Provisions for pensions and similar
obligations
Provisions for deferred tax
Provisions for loss from guarantees

2,863

2,863

Other provisions

12,418

12,418

Total provisions

54,326

21,387

Total liabilities

8,154,568

8,080,229

Purchase price
Acquired net assets
Goodwill
Purchase price

1,517,326
491,931
2,009,257

The acquired net assets include lending and other receivables at a current value of DKK 5,215 million.
The current value of lending is based on an assesment of the market value of the acquired portfolio,
which is calculated as the current value of the cash flow, which is expected to be set off.
The contractual receivables amounted to DKK 5,538 million at the end of March 2015, while write-downs
made in Nørresundby Bank and current value regulations amounted to a todal of DKK 324 million.
In connection with the acquisition of Nørresundby Bank, the bank has calculated identifiable tangible
assets in the form of customer relations, which are included in the take-over balance sheet at current
value. The current value of customer relations indicates the value of the acquired customer base from
Nørresundby Bank. The current value has been calculated at the current value of the net cash flow
expected by the sale of the customers after a reasonable revenue of all other assets has been
deducted, which contribute to generation of the cash flow in question. The value of the customer relations
will be depreciated over 10 years in the income statement of the bank.
In addition to the acquired net assets, the bank has acquired guaranties at DKK 2,016 million.
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Halvårsrapport
Endorsements
We have today approved the interim report for the period
1 January - 30 June 2015 for Nordjyske Bank A/S

The interim report has been prepared in accordance with
the Danish Financial Activities Act and also in
accordance with additional Danish disclosure
requirements for interim
reports for listed financial companies.
We consider the accounting policy chosen to be
appropriate and that the financial statements for the
period 1 January - 30 June 2015 provide a correct
representation of the bank's assets and liabilities, its
financial position and the result.

The Management's Report includes a fair account of
the development of the bank's activities and financial
position and a fair description of the material risks and
uncertainties by which the bank may be affected.

The interim report has not been audited or reviewed,
but the independent auditors have verified that the
conditions for ongoing inclusion of the period's
earnings in the core capital have been met.

Frederikshavn, 11 August 2015
Executive Board

Claus Andersen
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Andreas Rasmussen
Vice-managing Director

Mikael Tolbod Jakobsen
Bank Director

Finn Øst Andersson
Bank Director
/Pia Foss Henriksen
Financial manager
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