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The Norwegian Economy and Property Market 

Norway – a strong Aaa economy 

• GDP per capita well above OECD and Euro level 

• Good forecast for future GDP Levels  

• Rating agencies‟ view on Norway - Aaa / AAA / AAA with stable outlooks 
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GDP pr. Capita 

Source: OECD 

Real GDP percentage change from previous year 

Source: OECD 
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• Surplus from public sector (including municipalities) is about 10 per cent of GDP 

• The surplus is invested in the government pension fund 

• Conservative investment strategy to ensure stable growth of Government Pension Fund 
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Forecasted growth in Government Pension Fund 

Sources: Norges Bank, Eurostat 
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Norway – a strong Aaa economy 

General Government Balance, % of GDP, 

2010 OECD forecast 

Sources:OECD 



The Norwegian Economy and Property Market  

Strong housing prices 
• 80% of the population own their own home 

• In Norway borrowing costs are tax deductible at 

28% of interest paid 

 

• Both apartment and house prices back to pre-crisis 

levels 

• Number of sales continues at a high level. Year-on-

year growth of 15% from „08 to „09  
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MACRO ECONOMY 

Source: DNB NOR Markets Source: Eiendomsverdi 

Source: Statistics Norway 
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• The Norwegian banking system is 

dominated by domestic savings 

bank groups and Nordic banks 

 

• The small and medium sized 

Norwegian Savings banks have a 

strong history with limited losses 

even during the 1987 – 1993 

banking crisis 

 

• There have been no bankruptcies 

in the Norwegian savings bank 

sector in modern times 

Net profit in % of total assets  

Terra in Norway‟s banking system  

Solid Norwegian banking system 

Source: Orion Securities 

Source: Orion Securities 
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• 78 Terra Banks and OBOS 

• Approximately 

– 190 Branch offices 

– 2,000 employees 

– In 105 municipalities 

• Market share retail – from 40% to 80% in local 

markets (except big cities) 

 

Terra in Norway‟s banking system  

The local retail champion 

Terra Bank HQ 

Terra Bank Branch Office 

Terra Eiendomsmegling (Real 

Estate) 

Aktiv Eiendomsmegling (Real Estate) 
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Terra in Norway‟s banking system  

Additional information about Terra Banks 

Range low Average Range high

Total assets 53 285 1,417

Gross loans 44 236 1,243

Equity 6 24 86

Size of the ”Terra Bank” 

(YE2009, EUR mn) 

EURNOK value as of 31.12.2009: 8.315 

Total assets EUR 30.6bn 

Loan portfolio EUR 25.2bn 

Total deposits EUR 15.3bn 

Customers (incl. OBOS) 1,000,000 

EURNOK value as of 31.12.2010: 7.8125 

Source: Terra Markets 

Market share total assets 7 % 

Market share private market 10.9 % 

Year End 2010 



Terra in Norway‟s banking system 

Dominant group with focus on retail 
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Retail share end 2010 (ex. Transfer to CB Companies) 

Source: Terra Markets 

Source: Terra Markets 

• Terra has the 4th highest market share of loans to private customers 

with 75.5% of that focussed on retail  
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Terra in Norway‟s banking system  

Strong deposit base 
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Deposit ratio of Terra banks and comparables 

Source: Terra Markets 

• Stable deposit rate throughout the period of financial turmoil 



Terra in Norway‟s banking system 

Strong tier 1 capital ratio consistently 

higher than peers  
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Source: Terra Markets 

• Strong core capital ratio combined with a high retail share minimize 

risk 
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79 shareholders 1 

Terra Alliansen AS Terra Kortbank AS Terra Finans AS Terra Forsikring AS 

Terra Aktiv 

Eiendomsmegling AS 
Terra BoligKreditt AS 

 Terra Forvaltning AS Terra Markets AS 

Aktiv Eiendomsmegling 
Frogner bolig- og 

prosjektmegling AS 

Terra Aktiv 

Eiendomsoppgjør AS 
Terra Eiendomsmegling 

Terra-Gruppen AS 

1 78 savings banks and OBOS 

SDC Holding AS  

Terra BoligKreditt AS  

Terra-Gruppen AS 

http://ekstranett.terra.no/0000
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Terra BoligKreditt AS  

Business Concept 

Achieving long term funding and reduce the refinancing risk 
for the owners through professional care of the financial
markets and an international rating and prudent risk 
management

”We constitute the difference”

Terra BoligKreditt shall, by issuing Covered Bonds in the Norwegian
and international markets, solve a substantial share of the funding
needs of the banks in Terra and reduce their refinancing risk

”Terra BoligKreditt shall be the banks’ preferred channel for 
external funding.” 

Available - Offensive - Honest -
Involving - Long-term

Priority programmes

Funding and rating
Profitability and

growth
Quality in all
operations

Cost
efficiency
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Terra BoligKreditt AS  

Business Concept cont 

Mortgage 1 Mortgage 3Mortgage 2 Mortgage 5Mortgage 4 Mortgage 7Mortgage 6

Bank Bank Bank Bank Bank Bank Bank

Terra BoligKreditt AS

Credit Process

Origination
Distribution

Lending system
Credit Manual

Policy RulesLoans‟ Collections Disbursement

Applications

Servicing Marketing

Safe Custody

Funding

Covered Bonds and Swaps
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• Prudent underwriting standards 
– Origination on loan-by-loan basis in strict compliance with Terra BoligKreditt 

credit manual 

– Normally mortgages are limited to 3 x yearly income (joint; gross) 

– Terra BoligKreditt has a self-imposed max LTV ratio of 60% although the 
legislation allows for 75% 

– The value of the residential property offered as collateral must be rigorously 
documented 

– Always updated documentation of property value (<6 months) 

– Quarterly re-evaluation using Eiendomsverdi AS (AVM) 

– Distribution of only Norwegian residential mortgages by conservative 
savings banks with close relationship to customers 

 

• Strong incentives to pay the mortgage 
– The debt is personal, and follows the mortgage owner no matter if the value 

of the collateral drops.  

– Multiple Credit scoring models are utilized 
– External credit database (Dun & Bradstreet, Lindorff etc)  

– Internal credit checks 

– History with savings banks 

Terra BoligKreditt AS 

 Conservative underwriting standards 
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Moody’s: 

”The members of the Terra Group are incentivised by  

guarantee obligations to pass high quality loans to the issuer.” * 

*Moody‟s Investors Services, Terra BoligKreditt Mortgage Covered Bonds, August 2007 

Guarantees from the banks 

Strong incentive structure 

EURNOK as of 31.12.2010: 7.8125 
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• Terra BoligKreditt has never 
experienced mortgages being delinquent 
for more than 3 months 

• No losses have been registered on Terra 
BoligKreditt‟s books in respect of 
mortgages 

• The guarantees reduces credit risks and 
helps avoiding cherry-picking of 
mortgages 

• The Bank have to solve the problem 
within 2 months when there is a delayed 
payment by; 

– Give the client extra Credit 

– Transfer the loan back to the bank 

– Pay the full guaranteed amount to TBK 

“Fitch has concluded that the Norwegian (mortgage) loans 

have one of the lowest risk profiles for default in Europe”** 

** Fitch Rating, DnB NOR Boligkreditt Mortgage 

Covered Bonds, June 2007 

Losses and arrears 

0.00 %0.00 %0.00 %0.00 %0.00 % 0.00 %
0.00 %
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Guarantees from the banks 

Low credit risk, no losses or arrears 
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Terra BoligKreditt AS 

Strong growth 
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Terra BoligKreditt AS 

Strong growth 

The banks still has a lot of mortgages for transfer, but it takes time as it is being 

executed mostly loan by loan. Aggregate of NOK 41 bn maturing in wholesale 

funding. 

Maturity profile in NOK mil. (Stamdata)
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Terra BoligKreditt 

High level of liquidity as part of Cover Pool 

Min liquidity: 6% 



23 

Terra BoligKreditt AS 

Summary Cover Pool 

EURNOK as of 31.03.2011: 7.8330 

Composition of cover pool 

Interest Rate Reset Type 

Overview of mortgages in cover pool (EUR) 

Geographical distribution 

More details in Excel format, including LTV breakdown and historical development, is available at http://www.terra.no/ir 

Grand total Residential mortgages Cooperative housing

Nominal value 4,002,727,552 3,426,876,394 575,851,158

In % of total mortgage Pool 100% 85.61% 14.39%

Number of loans 23,435 23,023 412

Market value 4,004,278,575 3,428,421,200 575,857,376

Arithmethic average loan (nominal) 170,801 148,846 1,397,697

WA LTV (unindexed) 46.25% 51.76% 15.34%

WA LTV (indexed) 42.19% 47.37% 13.08%

LTV Breakdown (Unindexed) 
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Rating 

Terra BoligKreditt praised by Moody’s   
• On 14 April 2011, Moody‟s released their EMEA 

Covered Bonds monitoring overview for 
2010Q3. The primary objective of this report is 
to provide transparency to Moody‟s covered 
bond ratings. 

• A total of 180 covered bond issuers were 
included in this report and TBK retains its strong 
top-10 positions for Cover Pool Losses and 
Collateral Score.  
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4: The level of losses that Moody’s is currently 

modeling into its rating approach in the event of an 

Issuer Default. Average was 23.1%. 

  
9: Measures the overall quality of collateral in the 

Cover Pool. The lower the Score, the better the credit 

quality of the Cover Pool. Average for mortgages was 

12%. 

 

Source: Moody’s – ”Moody’s EMEA Covered Bonds 

Monitoring Overveiw: 2010Q3”, April 2011 



Rating 

Rating history of Terra BoligKreditt 
• Aaa rating from Moody‟s in August 2007 

• Downgraded from Aaa to Aa2 in March 
2009 

– Result of new methodology from Moody‟s 
with a closer link between sponsor rating 
and CB issuer rating  

– Not linked to performance of Terra banks 
or TBK 

– In absence of an explicit and irrevocable 
joint and several guarantee from parent 
banks, Moody‟s deducts two notches or 
more from average shadow rating of Terra 
Banks (Sponsor bank rating) 

– In case of TBK two notches deduction was 
applied, hence two notch downgrade to 
Aa2 

– The Aa2-rating was confirmed on 
November 17, 2009 

 

 

 

• Moody‟s apply a TPI of “High” equal to 

German Public Pfandbriefe and the 

collateral score is among the lowest 

assigned 

– Terra BoligKreditt is one of the few 

Norwegian issuer that have a “High” TPI 

• In assessing the TPI Moody‟s stressed 

– ”The exceptionally high quality of assets in 

the cover pool, which is reflected in the 

low Collateral Score” 

– ”The swaps, which are all with external 

counterparties are amongst the strongest 

swaps found in any covered bond 

transaction” 
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• Competence / Knowledge 
– Goal to have an internal knowledge within the organization about the structure of 

rating agencies and their methodologies 

– Important in order to properly interpret the data / information requests and formulate 

proper responses  

• Rating methodologies and how the rating agencies are 

structured 

– Banking team 

• Sponsor bank rating / IDR 

– Covered bond team 

• Timely Payment Indicator / D-Factor / ALMM 

• Use of rating advisors  

• Less constraints in the dialogue with the rating agencies as they can 

discuss without making any commitment 

• External validation of processes 

Rating 

Rating strategy 

27 



• Number of agencies needed 

 

 

 

 

 

 

Rating 

Number- and choice of rating agencies 

• Choice of rating agency 

28 
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• Establish and maintain Terra BoligKreditt as a solid, well-known and 

frequent borrower in the domestic and international market. 

– Highest possible rating 

– Frequent road shows, investor presentations 

– High quality on annual/quarterly reports and financial statements 

– Regularly updated information on the web site 

• Composition of the cover pool, redemption profile, rating news etc. 

 

• Establish a competitive funding cost level for Terra BoligKreditt to fulfill the 

role as funding instrument for the Savings Banks and OBOS. 

– Establish a liquid yield curve in NOK and EUR 

– To have a credit spread level close to the best Norwegian covered bonds issuer (at the 

time DnBNOR BoligKreditt). 

 

• Goal to extend the average time to maturity for the funding 

 

Funding Strategy and Activity  

Funding strategy 
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Funding Strategy and Activity  

Funding strategy cont 

• Terra BoligKreditt shall have a broad geographical presence 
– Different markets have different characteristics 

 

• Terra BoligKreditt shall have access to a broad universe of investors 
– Covering the complete yield curve 

– Tier 1, Tier 2 and Tier 3 investors 

 

• Covered bond issuance 
– Public issues (current priority) 

• NOK Denominated  

• EUR Denominated  

• Swapped to 3 month NIBOR 

 

– Private placements (future potential) 
• N-bonds in Germany (EUR denominated)  

• Smaller issues in CHF and other currencies 

• Swapped to 3 month NIBOR 
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Funding Strategy and Activity 

Size of TBK in the domestic landscape  
Financial institutions by assets under management end of 2010 

BANK FVK

DnB NOR 1,309,370   1

Nordea Bank 484,117      2

Fokus Bank 168,295      3

Handelsbanken 161,600      4

Sparebank 1 SR-Bank 133,474      5

Sparebanken Vest 96,964        6

SpareBank 1 SMN 96,386        7

Sparebank 1 Nord-Norge 67,441        8

Sparebanken Møre 42,275        9

SpareBank 1 Hedmark 41,332        10

Bn Bank 41,200        11

Sparebanken Sør 37,673        12

Storebrand Bank 35,041        13

Sparebanken Pluss 34,823        14

TBK 34,435        15

Sparebanken Sogn og Fjordane 31,793        16

Sandnes Sparebank 25,576        17

Sparebanken Øst 23,172        18

SpareBank 1 Buskerud-Vestfold 21,070        19

Helgeland Sparebank 18,826        20
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Funding Strategy and Activity  

Comfortable maturity profile 

EURNOK (spot) 03.06.2011: 7.8000 
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• If more than 10% of the outstanding funding matures at one specific date, Terra 
BoligKreditt must acquire committed refinancing or sufficient liquidity at least one 
month in advance. 

 

• The revised strategy (as of June 2010) introduce two refinancing indicators 
tracking the redemption within a gliding twelve month period, defined as 6 
months before and 6 months after the measurement point, relative to 

– Refinancing Indicator I: The gross funding at the time of redemption.  

• Max 20% 

– Refinancing Indicator II: The gross funding at the time of issuance.  

• Max 30% 

 

• The prognosis takes a prudent, forward-looking view 
– Includes a detailed estimate for the next two years, then it estimates a funding growth of 6% of gross 

lending on an annual basis 

Funding Strategy and Activity  

Prudent refinancing policies 
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• Terra BoligKreditt has a goal to have coverage of aggregated 

redemptions for the next two- (AR2) and five months (AR5); 

– AR2 is calculated using a liquidity buffer that consists of liquidity plus 

external liquidity facilities.   

– AR5 is calculated using a liquidity buffer that consist of liquidity plus all 

credit lines. Credit lines can maximum make up for 50% of the total liquidity 

buffer.  

 

• Terra BoligKreditt has a long term prognosis for FSA‟ liquidity indicator I 

and II 

 

Funding Strategy and Activity  

Self-imposed additional requirements 
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TBK has a substantial liquidity reserve – even at the minimum level of 6% and including liquidity facilities  

Funding Strategy and Activity  

Substantial liquidity reserves 
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MACRO ECONOMY 

Financial report 

Financial Highlights 

• Pre-tax operating revenues were NOK 36 million, 

compared with pre-tax operating revenues of NOK 

48 million in 2009. 

 

• Total lending reached NOK 29,881 million, an 

increase of NOK 7,840 million or 35.6 per cent since 

the end of 2009. 

 

• Total borrowing was NOK 33,146 million, an 

increase of NOK 7,956 million or 31.6 per cent since 

the end of 2009. 

 

• Net interest income for 2010 is NOK 176.2 million, 

an increase of 27 per cent compared with 2009. 

 

• The capital adequacy ratio was 12.4 per cent at the 

end 2010, as against 11.25 per cent at the end of 

2009. The capital adequacy ratio is calculated 

according to the standard method in accordance 

with Basel II. 

 

• The full annual report is available at 

http://www.terra.no/ir 
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MACRO ECONOMY 

Financial report 

Financial Highlights 

Balance Sheet 
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Updated Investor Relations website 

Updated information available at http://www.terra.no/ir 
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Kjartan M. Bremnes 

CEO 

Tel: +47 22 87 80 36 

kmb@terra.no 

Odd Arne Pedersen 

CFO 

Tel: +47 22 87 81 44 

oap@terra.no 

Kristian Fiskerstrand 

Funding and risk 

management 

Tel: +47 22 87 80 57 

kf@terra.no 

  

Contacts 

More information may be accessed via http://www.terra.no/ir 



  

Disclaimer 
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MACRO ECONOMY 

This presentation has been prepared solely for use at this presentation. By attending the meeting where this presentation is made, or by reading the 

presentation slides, you agree to be bound by the following limitations. 

 

This presentation does not constitute or form part of and should not be construed as, an offer to sell or issue or the solicitation of an offer to buy or 

acquire securities of Terra BoligKreditt AS (the “Company”), in any jurisdiction or an inducement to enter into investment activity. No part of this 

presentation, nor the fact of its distribution, should form the basis of, or be relied on in connection with, any contract or commitment or investment  

decision whatsoever. 

 

This presentation has been prepared solely for use in connection with the presentation of the Company. The information contained in this document 

is strictly confidential and is being provided to you solely for your information and cannot be distributed to any other person or published, in whole or 

in part, for any purpose. It may not be reproduced, redistributed, passed on or published, in whole or in part, to any other person for any purpose. 

Failure to comply with this and the following restrictions may constitute a violation of applicable securities laws. No representation, warranty or 

undertaking, express or implied, is made as to, and no reliance should be placed on, the fairness, accuracy, completeness or correctness of the 

information or the opinions contained herein. None of the Company or any of their respective affiliates, advisors or representatives shall have any 

liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of this presentation or its contents or otherwise arising 

in connection with the presentation. 

 

This presentation is only for persons having professional experience in matters relating to investments and must not be acted or relied on by persons 

who are not Relevant Persons (as defined below). Solicitations resulting from this presentation will only be responded to if the person concerned is a 

Relevant Person. 

 

This presentation is not an offer of securities for sale in the United States. Neither the presentation nor any copy of it may be taken or transmitted into 

United States, its territories or possessions or distributed, directly or indirectly, in the United States, its territories or possessions, except to qualified 

institutional buyers as defined in Rule 144A under the U.S. Securities Act of 1933, as amended (the “Securities Act”) or outside the United States in 

reliance on Regulation S under the Securities Act. Any failure to comply with this restriction may constitute a violation of the United States securities 

laws. 

 

 


