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Fitch: SpareBank 1 Alliance Banks' Performance Resilient despite Oil Pressure

Link to Fitch Ratings' Report: The Major Sparebanken of the SpareBank 1 Alliance (https://www.fitchratings.com/site/re/893037)

Fitch Ratings-London-26 January 2017: Fitch Ratings says in a new report that the prospects for the three largest Norwegian
savings banks in the Sparebank 1 Alliance - SpareBank 1 SR-Bank (SR) (A-/Stable), SpareBank 1 SMN (SMN) (A-/Stable),
and SpareBank 1 Nord-Norge (SNN) (A/Stable) - remain strong in 2017 despite continued pressure from low oil prices on
economic activity and certain loan portfolios.

Strong regional franchises will continue to support stable revenue generation and strong pre-impairment profitability. Fitch
expects higher loan impairment charges for SR and SMN in 2016 and 2017, mainly from offshore service vessel (OSV)
lending, but these should be easily absorbed by earnings. Mortgage lending margins have come under pressure recently but
we expect a slight rebound in 2017.

The banks benefit from their Alliance membership through cost efficiencies and wider income diversification. They remain
focused on retail and SME customers and are reducing concentration risk relating to larger customers.

We expect oil-related asset quality pressure to remain contained to OSV lending, where a combination of high fixed costs and
reduced demand has forced both SR and SMN to make significant restructurings. A more widespread contagion effect is a risk
to the banks, in particular for SR given its concentration to the Stavanger region, but recent signs point to an increase in
economic activity and improved consumer confidence. The banks' oil- and gas-related exposures vary significantly as a result
of their regional footprints, but Fitch believes they are well-managed and supported by good local customer knowledge and
strong underwriting standards.

Risk-weighted capital ratios are sound and leverage is low for all banks. As with most of their Nordic peers, the banks rely on
wholesale funding to varying degrees. Fitch believes the banks will retain large liquidity portfolios to mitigate refinancing risk.

The ratings are primarily sensitive to deteriorating asset quality particularly if prolonged low oil prices lead to higher
unemployment, deterioration in commercial real estate exposure or a significant house price correction, if the banks are unable
to absorb losses via earnings. Upgrades to the banks' ratings are unlikely given the already high ratings in the context of their
company profiles, size and geographical and lending concentrations.

For more details, see "The Major Sparebanken of the SpareBank 1 Alliance", published today at www.fitchratings.com or by
clicking the link above.
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OF THIS SITE. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS
RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN
AN EU-REGISTERED ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH
WEBSITE.
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The information in this report is provided “as is” without any representation or warranty of any kind, and Fitch does not
represent or warrant that the report or any of its contents will meet any of the requirements of a recipient of the report. A Fitch
rating is an opinion as to the creditworthiness of a security. This opinion and reports made by Fitch are based on established
criteria and methodologies that Fitch is continuously evaluating and updating. Therefore, ratings and reports are the collective
work product of Fitch and no individual, or group of individuals, is solely responsible for a rating or a report. The rating does
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assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name as an
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