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Sparekassen Sjelland-Fyn

Now is the start

Sparekassen Sjeelland-Fyn delivered a solid Q4 19 with strong fee income and customer
inflow, underlying cost control and good credit quality. Management is delivering in line
with the ‘New Ways’ strategy and we see a continued pre-tax profit boost into 2020 and a
44% EPS lift by 2022E. The Lollands Bank stake is in a well run business and adds long-
term M&A optionality. We lift our fair value range to DKK110-140, 10-40% upside.

Solid end to a strong year. Q4 19 was a step in the right direction towards 2022E, but one-
off costs offset the fee income beat (versus our expectations). Very high customer inflow at
Totalkredit (9.5%) and DLR (14%) continued. Costs were impacted by one-offs from
Bankdata IT and amortisation of customer relations, but underlying costs improved as
management is proactively adjusting the branch network to nurse costs. Credit quality
remains high while the CET-1 capital position improved to 14% with a DKK3 DPS for 2019.

Lollands Bank position is in a solid business with M&A optionality long-term. We
estimate a 14-17% ongoing return on the invested capital in the Lollands Bank stake. We
do not expect an actual acquisition, but we acknowledge the M&A optionality it brings.

Now is the start. Management has spent most of 2019 paving the way for 2020 and beyond.
Now the improvements should really begin to show. Despite DKK40-50m of extraordinary
income in 2019 from elevated refinancing activity, Sparekassen Sjeelland-Fyn still expects
flat pre-tax profits in 2020. This even looks conservative. Material customer inflow, deposit
and fee repricing and AuM growth supports income in 2020 above the official guidance. We
estimate DKK281m of pre-tax for 2020E while we estimate a full 44% EPS growth from
2019A to 2022E. No other bank under our coverage is able to lift EPS as much in the same
period.

Valuation. Sparekassen Sjeelland-Fyn is on the right path. However the P/E 2021E of 6.9x
drops to just 6.5x post dividends. Our capital and risk-adjusted Gordon Growth model
returns DKK113-137/share while value could grow to DKK191-227/share if management
delivers fully on its ‘New Ways’ plans. We lift our fair value range to DKK110-140. This is
10-40% above the current share price.

Key financials Price performance
Year-end Dec (DKK) 2018 2019 2020E 2021E 2022E
NI (m) 541 565 569 586 606 100
Lending growth 4.2% 0.4% 4.1% 4.1% 41% o
Total revenues (m) 1,042 1,097 1,113 1,145 1,180
Pre-provision profits (PPP) (m) 227 267 306 342 3091 90 [ v
PPP growth -25.3% 17.3% 14.7% 11.8% 143% g5 {WWT
Loan losses (m) -4 -17 -29 -34 -41
PTP (m) 230 251 281 312 sz &
EPS (adj.) 7.51 12.0 12,5 14.4 155 75
70 4
DPS 2.50 3.00 3.00 3.25 3.50 FMAMUYJ ASONTDUJ F
Dividend yield 3.1% 3.3% 3.0% 3.3% 3.5% —SPKSJF.CO  —MSCI Europe/Banks rebased
cil 78.2% 75.7% 72.5% 70.1% 66.9%
PPP/avg. lending 1.90% 2.19% 2.45% 2.63% 2.89% M 3M 12m 5Y
Loan loss ratio 0.04% 0.14% 0.23% 0.26% 0.31% Absolute 11% 13% 15% n.m.
Equity tier-1 ratio 15.1 16.2 16.2 16.3 16.5 Rel. local market 4% 1% -8% n.m.
RONTA 0.0% 0.0% 0.0% 0.0% 0.0%  Rel. EU sector 10% 10% 12% nm.
P/E (adj.) () 10.7 75 7.9 6.9 6.4
PINTA 0.54 0.56 0.58 0.54 0.50

Source: Company data, Danske Bank Equity Research estimates
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Investment case

In our view, Sparekassen Sjeelland-Fyn ticks all the boxes of a potentially attractive investment,
diverging from the general earnings pressure that the sector is facing.

The bank has a clear niche strategy from its physical presence, with strong 11% customer inflow
in recent years and a better ability than peers in converting customer inflow into both business
volumes and AUM growth. lts home market is less competitive and it benefits from Totalkredit's
lower mortgage prices. A Bankdata setup makes it a potential takeover target, but with clear
financial targets, management is keen to deliver stand-alone.

Valuation and methodology for deriving 12M target price

We value Sparekassen Sjeelland-Fyn using several valuation approaches including a Gordon
Growth model where we value the bank based on its normalised profitability capacity. We apply
8.5-10.5% cost of capital and 50-70bp of normalised loan loss provisions to determine a fair
value range.

Risks
Macroeconomic exposures

Like its peers, Sparekassen Sjeelland-Fyn is exposed to macroeconomic developments,
including economic activity and interest rate levels.

NIl pressure from competition

Margin pressure and/or lower credit growth due to intensified competition, lower interest rate
levels and lower general credit demand would be key risks in our view.

A market switch to digital distribution channels

Sparekassen Sjeelland-Fyn has one of the largest physical distribution networks in Denmark
relative to its total size. While we see it as a key asset today, changed customer behaviour
and/or the emergence of new technology could leave Sparekassen Sjeelland-Fyn with a costly
and obsolete platform.

Higher costs

Management has a clear ambition of lowering costs in the coming years, while at the same time
increasing business volumes and income. The bank has been able to lower full-time employees
(FTEs) and hence costs in recent quarters, but general wage inflation and competition for key
FTEs could drive costs higher. At the same time, IT costs are rising, namely within Bankdata,
where IT investments are rising. In 2018, the bank’s IT costs to Bankdata rose by DKK18m, a
development that was seen as unsatisfactory.

A deterioration in credit quality

Sparekassen Sjeelland-Fyn has grown lending materially in recent years and from 2016-18 the
bank attracted an accumulated 11% new customers. Higher growth and new customer inflow
could potentially trigger excessive risk taking and as a result higher loan loss provisions.
Considering the lending portfolio churn in the past decade to a more residentially dominated
lending book, we are not concerned, however.

Not for US distribution
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Another step along the New Ways

Sparekassen Sjeelland-Fyn’s Q4 19 in our view was another step along the New Ways strategy.
This was a generally benign Q4 19 report with strong fee income momentum, caused especially
by high mortgage refinancing activity and continued customer inflow topped with fee repricing.

The strong fee income, however, was offset by one-off costs in the quarter, related to
amortisation of intangible assets as well as one-off IT costs within Bankdata. Both should be
one-offs, while structural cost initiatives from 2019 should continue to deliver lower costs in 2020.

Credit quality remains robust with declining exposure towards high-risk customers while loan
loss provisions remain at a low level.

The CET-1 capital position improved to 14.0% after FY 2019 earning consolidation and lower
REA (risk exposure amount). As a result, Sparekasse Sjeelland-Fyn announced a DKK3 DPS
for 2019.

Most importantly, however, Q4 19 confirmed that Sparekassen Sjeaelland-Fyn is making good
progress with its 2022 New Ways strategy. Softer than expected 2020 net profits guidance in
our view reflects conservatism around further deposit repricing and AUM inflow, as well as a fee
income boost from repricing measures. We expect Sparekasse Sjeaelland-Fyn to beat its initial
2020 pre-tax guidance of DKK230-270m and we pencil in DKK281m.

Table 1. Sparekassen Sjelland-Fyn @4 19 deviation table

DKKm Q4 19A Q4 18A Y/Y Q3 19A Q/Q| Q4 19E Diff %
Net interest income 40 142 -1% 146 -4% 12 -1 -1%
Net commissionincome 142 10 29% 27 2% 22 21 7%
NIl and net fee income 283 253 2% 273 3% 263 9 7%
Core capital gains 1 -3 -112% -20 -107% 7 -6 -
Otherincome 4 3 23% 5 -20%: 7 -3 -40%
Total coreincome 288 243 9% 258 2% 277 n 4%
Core banking costs -231 -218 6% -206 2% -216 -5 7%
Profits, associated companies 1 7 - 1 - 1 0 -
Profits before loan losses 59 32 85% 53 10% 63 -4 -6%
Loan loss provisions -1 7 -111% -5 -86%: -5 4 -85%
Core earnings after loan losses 58 38 52% 48 2% 58 0 0%
Net Extraordinary 0 0 0 0

Pretax profits 58 38 48 58 0 0%
Tax -2 -4 -42% -4 -46% -6 4 -65%
Net profits before AT-1costs 56 35 61% 44 27% 52 4 7%
Minority interests / AT-1 -6 -10 na. -6 na. -6 -0 na.
Net profits 50 24 105% 38 3% 46 4 8%
Pre-provision profits ex trading 287 256 2% 278 3% 270 B 6%
EPS, net profits 2.86 140 105% 2.8 3% 2.65 021 8%
Tier-1ratio 16.2% 15.1% 7% 14.2% 4% 15.4% 0.8% 5%
CET-1ratio 14.0% 13.0% 8% 2.1% 5% 13.3% 0.7% 5%
Lending 2217 2,174 0% 12,416 -2% 12,509 -292 -2%
Loan loss ratio, lending +guarantees 0.0 -0.15% -110% 0.11% -86% 0.10% -0.09%
Cost/income 80% 90% -9.7% 80% 0% 78% 2.2%

REA 17,343 17,639 -2% 18,381 -6% 17,830 -487 -3%

Note: per share data in DEK

Source: Company data, Danske Bank Equity Research estimates

Not for US distribution
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NIl under organic pressure, but measures kick in from Q1 20

NIl fell 1% yly and 4% g/q to DKK140m caused by lower lending volumes, lending margin
pressure and less temporary NIl from mortgage refinancing. This was DKK2m (1%) lower than
we had expected.

Bank lending was flat y/y but down 2% g/q. Q4 19 saw some negative bank volume trends owing
to construction loans being redeemed as well as cannibalisation from very strong mortgage
volume growth.

Totalkredit lending rose 9.5% y/y and 2.5% qg/q to DKK29.8bn. DLR’s loans also rose a full 13.9%
yly and 3.2% qg/q and stood at DKK10.3bn. In 2019 guarantee commission from mortgage
distribution increased by DKK12.3m.

With the above non-balance sheet volumes in mind, total core lending grew 8% in 2019 to
DKK52.3bn.

We note that the average lending rate (including negative corporate deposit rates) was flat in
Q4 19 at 4.44%, while deposit rates paid to customers (excluding negative corporate deposit
rates) fell 1bp from 7bp to 6bp. Both are comforting in terms of delivering stable margins looking
ahead. Note that residential deposit repricing measures did not benefit NIl in Q4 19, but will
impact from mid-January.

We expect deposit repricing ahead to lift NIl further

Sparekassen Sjeelland-Fyn has so far introduced negative residential deposit rates only to non-
core customers. We expect the bank to introduce further negative deposit measures, e.g. with
a DKK750,000 or a DKK250,000 hurdle rate. We estimate this would lift NIl by DKK20-
40m/annually.

In addition, Sparekassen Sjeelland-Fyn has room in our view for further corporate deposit
repricing.

We expect largely flat NIl in Q1 20 despite two fewer interest days, but expect NIl to pick up
during 2020.

Chart 1. Net interest income and margin development

150 ~ r 2.10%

2.05%
145

2.00%
140 1.95%

1.90%
135

1.85%
130 1.80%

1.75%
125

1.70%
120 1.65%

QL Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
17A 17A 17A 17A 18A 18A 18A 18A 19A 19A 19A 19A 20E 20E 20E 20E

m Net interest income == N|| / avg. Lending & deposits

Source: Company data, Danske Bank Equity Research estimates
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Strong fee income and outlook remains solid

Fee and commission income came in at DKK142m, which was well above our expectations. The
main driver was higher mortgage activity, including remortgaging activity, but also continued
customer inflow and repricing measures carried out in 2019.

Chart 2. Net fee and commission income, quarterly
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In total we estimate that 2019 fee income has benefited by DKK35m from unusually high
mortgage refinancing activity. This will cause lower fee income in 2020 all things being equal.
However, general fee repricing as well as rising AUM should partially offset this.

On top, we note that with 9.5% higher Totalkredit volumes and 13.9% higher DLR volumes in
2019, we expect higher guarantee commission in 2020 despite lower average margins.

Chart 4. Net fee and commission income, annually
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Full control over costs still

Costs came in at DKK231m in Q4 19, which was higher than we had expected. However,
Sparekassen Sjeelland-Fyn has written down DKK21.6m of customer relations acquired in 2011
from Max Bank. In Q4 19 the bank also booked DKK11.5m of one-off costs from Bankdata
(KAMP). Underlying costs remain under control.

Not for US distribution
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Chart 5. Cost development, quarterly
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Branch closures in Q4 19 should leave DKK10m of cost tailwinds going into 2020E. In addition,
a generally continued cost focus, should see staff costs continue slightly lower in 2020. We
estimate total reported costs (including amortisation and depreciation) of DKK807m in 2020E,
down 3% versus 2019.

Chart 6. Cost development, annually
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Credit quality still benign

Loan loss provisions were only DKK1m (1bp) in Q4 19, which was better than expected. General
credit quality remained strong in the quarter with largely positive risk migration measured on the
FSA'’s rating scale. Category ‘3’ and ‘2a’ make up 57% of the total lending book and including
‘2b’ the total relative share is 91% compared to 87% at YE 2018.

Not for US distribution
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Chart 7. Lending book composition by Danish FSA criteria
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The most risky exposures, Stage 3, fell to DKK1.8bn from DKK2.1bn in Q2 19 and DKK2.3bn at
YE 2018.

Chart 8. Gross credit exposure by credit stage

20,000 +
18,000 - - -
16,000 - - -
14,000 -
12,000 -
10,000 -
8,000 A
6,000 -
4,000 -
2,000 -
0 4

DKKm

2017A 2018A H1 19A 2019A

mStage 1 ' Stage 2 WStage 3

Source: Company data, Danske Bank Equity Research

Sparekassen Sjeelland-Fyn expects 2020 loan loss provisions to remain low albeit slightly higher
than in 2019. Loan loss provisions guidance is subject to whether Danish pork production is
impacted by African Swine fever.

Not for US distribution
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Capital position improved - Lollands Bank stake has limited effect

The CET-1 improved to 14.0% in Q4 19. Consolidated earnings and lower REA boosted capital.
As a result, a DKK3 DPS was announced.

We estimate that the acquisition of a 5-9.99% stake in Lollands Bank will cut 20bp from the CET-
1 ratio in Q1 20, as a direct capital deduction in the CET-1 capital base. However, this still
translates to an attractive 14-17% ongoing return on investment.

New 2020 guidance looks conservative

Sparekassen Sjeelland-Fyn guides for 2020 pre-tax profits of DKK230-270m. To us the guidance
looks conservative and does not include further deposit repricing, material AuM inflow or
generally higher fee income from repricing. Also, guidance does not include the impact of the
acquired stake in Lollands Bank, which we estimate will contribute DKK5-6m/year.

We estimate DKK281m of pre-tax profits for 2020E, hence we are slightly above the high end of
the company’s guidance.

Slight positive estimate changes

We make slight negative estimate revisions on the back of the Q4 19 report. We lower net profit
estimates by ¢.2% and lower EPS slightly more as we now do not expect any buybacks for 2020
(previously DKK50m). We have, however, increased DPS estimates. We increase EPS by 1.9-
3.5% for 2020E and 2021E.

Table 2. Estimate changes

2019A 2020E 2021E

DKKm Oold New Chg. old New Chg. Old New Chg.
Net interest income 566 565 -0.3% 575 569 -0.9% 591 586 -10%
Net commissionincome 527 549 4.0% 518 536 3.4% 534 551 32%
Nlland net fee income 1094 113 18% 1,093 1105 1% 1125 137 10%
Core capital gains -38 -44 13.2% -8 -2 50.0%) -8 -2 50.0%
Otherincome 30 27 -8.1% 20 20 0.0% 20 20 0.0%
Total coreincome 1085 1097 1% 1105 113 0.7%) 1137 1145 0.7%
Core banking costs -85 -830 19% -800 -807 0.9%! -793 -803 12%
Profits before loan losses 272 268 -14% 309 310 0.3% 348 346 -0.6%
Loan loss provisions -21 -7 -19.8% -23 -29 23.5% -30 -34 12.0%
Core earnings after loan losses 251 251 0.2% 285 281 -16% 3 312 -18%
Net Extraordinary 0 0 - 0 0 - 0 0

Pretax profits 251 251 0.2% 285 281 -16% 31 312 -18%
Tax -29 -25 -14.4% -34 -34 -16% -48 -47 -18%
Net profits before AT-1costs 222 227 2.1% 251 247 -16%) 270 265 -18%
Minority interests / AT-1 -24 -24 0.7% -24 -24 0.0% -24 -24 0.0%
Net profits 198 202 2.2% 227 223 -18% 246 241 -19%
Normalised profits 188 208 10.7% 221 218 -16% 246 243 -15%
EPS, net profits 139 164 2.2% 13.26 12.84 -3.2% 14.98 127 -4.7%
EPS, adj. 10.80 195 10.7% 12.93 12.53 -3.1% 15.02 14.38 -4.3%
Dividend per share 2.60 3.00 15.4% 2.90 3.00 3.4% 290 3.25 12.1%
Share buy back, DKKm 0 0 - 50 0 - 50 50 0.0%
Total cash distribution (div +buybacks 45 52 15.4% 100 52 -47.7% 98 105 75%
CET-1ratio B3% 14.0% 0.7% 1B3.5% U.1% 0.6% 13.8% U3% 0.5%
Lending 12,509 2217 -2.3% B,017 2,713 -2.3% 13,546 13,230 -2.3%
No.of shares, year-end ) A 0.0% 6.9 74 3.0% 6.4 6.9 2.9%

WNote: per share data in DEK

Source: Danstee Banfk Equity Research estimates

Not for US distribution
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Material improvements by 2022

In our view the Sparekassen Sjeaelland-Fyn investment case revolves around low valuation
combined with substantial improvements to core earnings and profits in coming years.

The bank is well on its way and management is rigorously chasing the 2020 financial targets set
out in the New Ways strategy. Even though we do not expect the bank to deliver fully on its plan,
we still estimate material earnings improvements in the period.

Chart 9. Core earnings development
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We see the Q4 19 results as confirming our medium-term estimates. We estimate a material
44% growth to EPS from 2019 until 2022E.

On our estimates, Sparekassen Sjeelland-Fyn will improve profitability materially in the period
but will still miss its New Ways financial targets. In our view, however, less will be sufficient.

Chart 10. EPS development
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Higher fair value range of DKK110-140; 10-40% above the current price

Our capital- and risk-adjusted Gordon Growth model returns a fair value range of DKK113-
137/share. This is 14-39% above current share price. In the range, we apply a cost of capital
range of 9.5-10.5% and 50-70bp of normalised loan losses.

Table 3. Sparekassen Sjeelland-Fyn Gordon’s Growth valuation range

Normalised loan loss ratio

0.30% 0.40% 0.50% 0.60% 0.70% 0.80%  0.90%

8.5% 169 161 153 145 137 129 121

%* 9.0% 159 152 145 137 130 122 115

O 95% 151 144 137 130 123 116 109

s 10.0% 144 138 131 124 118 111 105

‘8‘ 10.5% 138 132 125 119 113 106 100

O 11.0% 132 126 120 114 108 102 96

11.5% 127 121 115 110 104 98 93
Upside/downside vs. current share price

0.30% 0.40% 0.50% 0.60% 0.70% 0.80%  0.90%

8.5% 70% 62% 54% 46% 38% 30% 22%

%’ 9.0% 61% 54% 46% 39% 31% 24% 16%

O 95% 53% 46% 39% 32% 25% 18% 11%

s 10.0% 46% 39% 32% 26% 19% 12% 6%

‘g 10.5% 39% 33% 27% 20% 14% 8% 1%

O 11.0% 33% 27% 21% 15% 9% 3% -3%

11.5% 28% 22% 17% 11% 5% -1% -6%

Source: Danstke Banfk Equity Research estimates

Our various valuation models indicate a fair value ranging from DKK86 to DKK227. Our price
target range is DKK110-140, which is 10-40% above current share price.

Chart 11. Sparekassen Sjeelland-Fyn fair value
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Table 4. Sparekassen Sjeelland-Fyn, interim and annual data

DKKm Q118A Q2 18A Q3 18BA Q4 18A | Q119A Q2 19A Q3 19A Q4 19A | 2017A 2018A 2019A 2020E 2021E 2022E

Net interestincome 9 136 B3 u2 B7 u1 1“6 10 542 541 565 569 586 606
Net commissionincome »3 6 05 1w 6 us3 »7 1“3 457 464 549 536 551 566
Nlland net fee income 252 262 238 253 273 284 273 283 999 1005 113 1105 1137 172
Core capital gains 29 -21 25 -3 -1 -24 -20 2 43 21 -44 -2 -2 -2
Otherincome 4 4 5 3 9 9 5 5 31 B 27 20 20 20
Total coreincome 285 245 268 243 281 269 258 289 1073 1042 1097 113 145 1180
Core banking costs -191 -206 -199 -218 -194 -199 -206 -23Y -769 -85 -830 -807 -803 -789
Profits, associated companies 1 1 -1 7 1 -0 1 1 3 8 2 4 4 4
Profits before loan losses 95 40 68 32 87 69 53 59 307 235 268 310 346 395
Loan loss provisions -2 8 -6 7 -9 -2 -5 -1 -33 -4 -7 -29 -34 -41
Core earnings after loan losses 83 48 62 38 79 67 48 58 273 230 251 281 312 353
Net Extraordinary 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Pretax profits 83 48 62 38 79 67 48 58 273 230 251 281 32 353
Tax -2 -2 -4 -4 -7 -2 -4 -2 -6 -22 -25 -34 -47 -53
Net profits before AT-1costs 80 36 58 35 71 55 44 57 257 208 227 247 265 300
Minority interests / AT-1 -5 -5 -20 -0 -6 -6 -6 -6 -56 -60 -24 -24 -24 -24
Net profits 65 20 38 24 65 49 38 50 201 148 202 223 241 276
Normalised profits 26 26 32 23 60 50 35 65 w2 07 208 28 243 255
EPS, net profits 4.96 133 219 140 3.76 2.80 2.8 290 1544 1042 164 284 n27 16.80
EPS, adj. 197 167 186 132 343 2.86 200 373 B21 751 195 253 u38 1553
BV/Share 653 117 1539 152 156.6 1594 612 4.1 ¥9.2 1552 4.1 40 872 2026
NTA/share 551 ua2 1465 1480 1496 125 1546 1589 587 1480 1589 16938 B41 1995
No.of shares, year-end B2 74 74 74 a4 74 7.4 7.4 B2 74 74 7.4 69 6.4
No.of shares, average B2 53 74 a4 a4 74 74 74 BO n2 a4 74 59 B4
Tier-1ratio B7% 16.8% 14.4% 15.%| 14.5% 1B.9% 8.2% 16.2%) 14.0% 15.2% 16.2% 6.2% 6.3% 16.5%
CET-1ratio 0.2% 2.1% 2.5% 13.0%] 4% 19% ».% 14.0%) 10.7% 1B3.0% 14.0% 4. 1.3% 14.5%
RoNAV 2.8% 3.6% 6.0% 3.8%]| 10.2% 7.4% 5.6% 7.3%| 10.0% 6.4% 7.6% 7.8% 8.0% 8.6%
Return on Equity 2.0% 3.4% 5.7% 3.6%]| 9.8% 7.2 5.4% 7.1%) 9.4% 6.0% 7.3% 7.6% 7.8% 8.5%
Lending 1,665 1,022 04 14 247 12,369 »416 hrvirg 11681 14 r21w7 »7B 13,230 13,767
NI/ avg. Lending & deposits 184% 188% 179% 189% 183% 185% 189% 181% 199% 184% 184% 181% 180% 180%
Loan loss ratio, lending +guarantees 030%  -0.18% 015% -0.15%| 0.20%  0.05% 0.1% 0.01%| 021%  003%  0.09% 0.15% 0I7%  0.20%
REA 16,686 18,009 7,93 17,639 18,01 18843 18,381 17,343 16,973 17,639 7,343 7,869 B41 18970
Buyback announcement, next year 0 0 0 0 0 0 0 50 50 75
Dividend per share 0.0 0.0 0.0 0.0 0.0 25 3.0 3.0 33 35
Total cash distribution (div +buybacks completed in the year) 0 0 0 0 0 43 52 52 05 108
Total pay-out-ratio (incl. buyback) 0% 0% 0% 0% 0% 29% 26% 46% 44% 48%
Note: per share data in DEK

Source: Company data, Danske Banlk Equity Research
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Company summary

Income breakdown by geographical area

Income breakdown by segment

Asset
managemen
t
0%
Denmark Banking
100% activities
1nno4
Company information Main shareholders
Sparekassen Sjeelland-Fyn Name Votes (%) Capital (%)
Isefjord Allé 5, 3200 Holbaek Sydbank A/S 0.1% 5.3%
Denmark AP Pension 0.1% 5.3%
spks.dk Kobsteedernes Forsikring 0.1% 5.2%

Revenue and profit before loan losses (DKKm)

Loan loss ratio and profit before loan losses
(DKKm)

£ & ¢ ¥ ¥ ¥ & &

2.0% 600
1.5%

400
1.0%

200
0.5%
0.0% [

15 16 17 18 19 20E 21E 22E

| 0an loss ratio Profit before loan losses

Source: FactSet, Company data, Danske Bank Equity Research estimates
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Summary tables

INCOME STATEMENT

Year end Dec, DKKm 2013 2014 2015 2016 2017 2018 2019 2020E 2021E 2022E
Net interest income 511 654 602 551 542 541 565 569 586 606
Commissions 288 365 418 421 457 464 549 536 551 566
Total revenues 1,141 1,090 977 1,043 1,073 1,042 1,097 1,113 1,145 1,180
Costs -578 -660 -694 -710 -769 -815 -830 -807 -803 -789
Pre-provision profits (PPP) 564 429 283 333 304 227 267 306 342 391
Loan losses -1,460 -257 -150 -107 -33 -4 -17 -29 -34 -41
Pre-tax profit -895 176 136 228 273 230 251 281 312 353
Net profit -743 120 84 159 201 148 202 223 241 276
Net profit (adj.) 0 0 0 0 0 0 0 0 0 0
BALANCE SHEET
DKKm 2013 2014 2015 2016 2017 2018 2019 2020E 2021E 2022E
Lending 10,906 9,981 9,763 10,474 11,681 12,174 12,217 12,713 13,230 13,767
Other interest bearing assets 6,975 7,423 6,866 7,209 7,127 8,442 9,573 9,766 9,963 10,164
Goodwill 186 174 162 150 138 125 91 71 51 51
Total assets 20,099 19,322 18,730 19,859 21,487 23,857 25,359 26,088 26,842 27,642
Deposits from public 15,723 15,315 14,633 15,647 16,589 18,223 18,700 19,267 19,851 20,454
Wholesale funding 234 4 0 0 0 0 0 0 0 0
Subordinated debt 1,282 596 465 466 403 454 673 687 701 715
Equity 1,529 1,631 1,939 2,058 2,228 2,697 2,851 3,022 3,161 3,333
NTA 1,343 1,457 1,778 1,908 2,090 2,572 2,760 2,951 3,110 3,281
PER SHARE DATA 2013 2014 2015 2016 2017 2018 2019 2020E 2021E 2022E
No. of shares, fully diluted YE (m) 0.0 0.0 129 129 13.2 17.4 17.4 17.4 16.9 16.4
No. of shares, fully diluted avg. (m) 0.0 0.0 129 12.9 13.0 14.2 17.4 17.4 16.9 16.4
EPS (reported) (DKK) 6.48 123 15.4 10.4 11.6 12.8 143 16.8
EPS (adj.) (DKK) 4.34 10.5 13.2 751 12.0 125 14.4 155
DPS (DKK) 0.00 0.00 3.00 3.10 0.00 2.50 3.00 3.00 3.25 3.50
Book value per share (DKK) 150 159 169 155 164 174 187 203
MARGINS AND GROWTH 2013 2014 2015 2016 2017 2018 2019 2020E 2021E 2022E
ClI, adjusted 50.6% 60.6% 71.0% 68.1% 71.7% 78.2% 75.7% 72.5% 70.1% 66.9%
Nil/avg. lending 5.1% 6.3% 6.1% 5.4% 4.9% 4.5% 4.6% 4.6% 4.5% 4.5%
Loan loss ratio 14.5% 2.46% 1.52% 1.06% 0.30% 0.04% 0.14% 0.23% 0.26% 0.31%
NIl growth 4.1% 28.0% -8.0% -8.5% -1.6% -0.3% 4.4% 0.8% 2.9% 3.4%
Revenue growth 49.8% -4.5% -10.3% 6.7% 2.9% -2.9% 5.3% 1.5% 2.8% 3.1%
Cost growth -17.4% -14.3% -5.1% -2.3% -8.4% -5.9% -1.9% 2.8% 0.6% 1.7%
PPP growth 108.6% -23.8% -34.0% 17.5% -8.8% -25.3% 17.3% 14.7% 11.8% 14.3%
RWA growth 11.6% 1.8% 1.8% 7.7% 7.0% 3.9% -1.7% 3.0% 3.0% 3.0%
PROFITABILITY 2013 2014 2015 2016 2017 2018 2019 2020E 2021E 2022E
ROE, reported profits -39.7% 7.6% 4.7% 8.0% 9.4% 6.0% 7.3% 7.6% 7.9% 8.6%
RONTA, adj. profits 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Tier-1 8.0% 8.3% 10.0% 9.9% 10.7% 13.0% 14.0% 14.1% 14.3% 14.5%
Equity tier-1 12.7% 11.6% 13.0% 12.9% 14.0% 15.1% 16.2% 16.2% 16.3% 16.5%
RWA 14,203 14,459 14,721 15,858 16,973 17,639 17,343 17,869 18,411 18,970
VALUATION 2013 2014 2015 2016 2017 2018 2019 2020E 2021E 2022E
Share price (DKK) 97.3 106 114 80.4 89.6 99.0 99.0 99.0
Market cap (DKKm) 1,260 1,376 1,497 1,397 1,557 1,720 1,672 1,628
P/E (reported) (x) 15.0 8.6 7.4 7.7 7.7 7.7 6.9 5.9
P/E (adj.) (x) 22.4 10.1 8.6 10.7 75 7.9 6.9 6.4
P/BV (x) 0.65 0.67 0.67 0.52 0.55 0.57 0.53 0.49
PINTA (x) 0.71 0.72 0.72 0.54 0.56 0.58 0.54 0.50
Dividend yield 3.1% 2.9% 3.1% 3.3% 3.0% 3.3% 3.5%
Total yield (incl. buybacks) 3.1% 2.9% 3.1% 3.3% 3.0% 6.3% 6.6%

Source: Company data, Danske Bank Eguity Research estimates
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Disclosures

This commissioned research report has been prepared by Equity Research, a division of Danske Bank A/S (‘Danske Bank’). The
author of this research report is Asbjgrn Nicholas Mark.

This commissioned research report should be considered marketing material, as it has been requested and paid for by Sparekassen
Sjeelland-Fyn and has therefore not been prepared in accordance with the legal requirements designed to promote the independence
of investment research. However, the report is still subject to prohibition on dealing ahead of the dissemination of the report.

Analyst certification

Each research analyst responsible for the content of this commissioned research report certifies that the views expressed in the
research report accurately reflect the research analyst's personal view about the financial instruments and issuers covered by the
research report.

Regulation

Danske Bank is authorised and subject to regulation by the Danish Financial Supervisory Authority and is subject to the rules and
regulation of the relevant regulators in all other jurisdictions where it conducts business. Danske Bank is subject to limited regulation
by the Financial Conduct Authority and the Prudential Regulation Authority (UK). Details on the extent of the regulation by the
Financial Conduct Authority and the Prudential Regulation Authority are available from Danske Bank on request.

Danske Bank’s commissioned research reports are prepared in accordance with the recommendations of the Danish Securities
Dealers Association.

Conflicts of interest

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high-quality research based
on research objectivity and independence from outside influences. These procedures are documented in Danske Bank’s research
policies. Employees within Danske Bank’s Research Departments have been instructed that any request that might impair the
objectivity of research and independence from outside influence of research shall be referred to Research Management and the
Compliance Department. Danske Bank’'s Research Departments are organised independently from and do not report to other
business areas within Danske Bank.

Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes investment banking
revenues, but do not receive bonuses or other remuneration linked to specific corporate finance or debt capital transactions.

Danske Bank, its affiliates, subsidiaries and staff may perform services for or solicit business from Sparekassen Sjeelland-Fyn and
may hold long or short positions in, or otherwise be interested in, the financial instruments mentioned in this research report. The
Equity and Corporate Bonds analysts of Danske Bank and undertakings with which the Equity and Corporate Bonds analysts have
close links are, however, not permitted to invest in financial instruments that are covered by the relevant Equity or Corporate Bonds
analyst or the research sector to which the analyst is linked.

Danske Bank, its affiliates and subsidiaries are engaged in commercial banking, securities underwriting, dealing, trading, brokerage,
investment management, investment banking, custody and other financial services activities, may be a lender to Sparekassen
Sjeelland-Fyn and have whatever rights as are available to a creditor under applicable law and the applicable loan and credit
agreements. At any time, Danske Bank, its affiliates and subsidiaries may have credit or other information regarding Sparekassen
Sjeelland-Fyn that is not available to or may not be used by the personnel responsible for the preparation of this report, which might
affect the analysis and opinions expressed in this research report.

Danske Bank is a market maker and a liquidity provider and may hold positions in the financial instruments of the issuer(s) mentioned
in this research report.

No parts of this research report have been disclosed to Sparekassen Sjeelland-Fyn for factual check.

As an investment bank, Danske Bank, its affiliates and subsidiaries provide a variety of financial services, including investment
banking services. Itis possible that Danske Bank and/or its affiliates and/or its subsidiaries might seek to become engaged to provide
such services to Sparekassen Sjeelland-Fyn in the next three months.

Financial models and/or methodology used in this research report

Investment views and opinions in this research report are formed on the basis of a combined selection of discounted cash flow
analysis, industry knowledge, peer group analysis and company-specific and market technical elements (events affecting both the
financial and operational profile of the company). Forecasting of company sales and earnings is based on segmented bottom-up
models using subjective views of relevant future market developments. In addition, the expected macroeconomic environment is
taken into account. The output is aggregated into models for group profit and loss, balance sheets and cash flow estimates — all
taking into account the recent development in historical research reports.

More information about the valuation and/or methodology and the underlying assumptions is accessible via
www.danskebank.com/equityresearch.

Risk warning

Major risks connected with investment views or opinions in this research report, including a sensitivity analysis of relevant

assumptions, are stated throughout the text.

Expected updates
This research product will be updated on a semi-annual basis as a minimum.

Completion and first dissemination

The completion date and time in this research report mean the date and time when the author hands over the final version of the
research report to Danske Bank’s editing function for legal review and editing.

The date and time of first dissemination mean the date and estimated time of the first dissemination of this research report. The
estimated time may deviate up to 15 minutes from the effective dissemination time due to technical limitations.

See the back page of this research report for the date and time of first dissemination.

Recommendation structure

This report does not have a recommendation or target price but it does include a valuation discussion and a suggested valuation
range.
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Validity time period
This communication as well as previous communications referred to below are valid until the earlier of (a) dissemination of a

superseding communication by the author, or (b) significant changes in circumstances following its dissemination, including events
relating to the market or the issuer, which can influence the price of the issuer or financial instrument.

Investment recommendations disseminated in the preceding 12-month period

Not relevant for this publication as no recommendations are connected to the report.

Disclaimer

This commissioned research has been prepared by Equity Research (a division of Danske Bank A/S). It is provided for informational
purposes only and should not be considered investment advice. It does not constitute or form part of, and shall under no
circumstances be considered as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financial instruments (i.e.
financial instruments mentioned herein or other financial instruments of any issuer mentioned herein and/or options, warrants, rights
or other interests with respect to any such financial instruments) (‘Relevant Financial Instruments’).

The research report has been prepared independently of outside influence and solely on the basis of publicly available information
that Danske Bank considers to be reliable. While reasonable care has been taken to ensure that its contents are not untrue or
misleading, no representation is made as to its accuracy or completeness and Danske Bank, its affiliates and subsidiaries accept no
liability whatsoever for any direct or consequential loss, including without limitation any loss of profits, arising from reliance on this
research report.

The opinions expressed herein are the opinions of the research analysts responsible for the research report and reflect their
judgement as of the date hereof. These opinions are subject to change and Danske Bank does not undertake to notify any recipient
of this research report of any such change nor of any other changes related to the information provided in the research report.

This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom and may under no
circumstances be distributed in the United States.

This research report is protected by copyright and is intended solely for the designated addressee. It may not be reproduced or
distributed, in whole or in part, by any recipient for any purpose without Danske Bank’s prior written consent.
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