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Disclaimer

ABOUT THIS PRESENTATION

This presentation has been produced by Komplett Bank ASA (the “Company” or “Komplett Bank”). The purpose of this presentation is to clarify the accounting effects of the transition to IFRS 9 and
provide insight into how these are presented in Komplett Bank’s quarterly report. For further information please refer to "Background" on the next page of this presentation. The content of this
presentation does not constitute a financial report or otherwise alter conclusions or descriptions in financial reports published by Komplett Bank.

This presentation may include certain forward-looking statements, estimates, predictions, influences and projections with respect to anticipated future performance and as to the market for products or
services which may reflect various assumptions made by the management of Komplett Bank. These assumptions may or may not prove to be correct and no representation is made as to the accuracy of
such statements, estimates, projections, predictions and influences. These statements and forecasts involve risk and uncertainty because they relate to events and depend on circumstances that will
occur in the future.

No representation or warranty (express or implied) is made as to any information in this presentation, including projections, estimates, targets and opinions, contained herein, and no liability
whatsoever is accepted as to any errors, omissions or misstatements contained herein, and, accordingly, none of the Company or any directors, officers or employees accepts any liability whatsoever
arising directly or indirectly from the use of this document.

The information and opinions contained in this presentation are subject to change without notice and Komplett Bank assumes no responsibility or obligation to update publicly or review any of the
forward-looking statements contained herein.
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Background

Following Komplett Bank’s transition from the IAS 39 to the IFRS 9 accounting standard, it has been the company’s experience 
that the effects of the transition on the bank’s accounting for loan impairments is complex and that the information provided
in the quarterly reporting can be difficult to interpret.

Komplett Bank strives to maintain effective and transparent communication with its shareholders, the capital markets and 
other stakeholders at all times to ensure a clear understanding of the company’s strategy and performance. 

The intention behind this presentation is therefore to clarify some of the accounting effects of the transition to IFRS 9 and
provide insight into how these are presented in Komplett Bank’s quarterly report. The presentation does not contain any new 
or previously undisclosed information.
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A financial asset or a group of financial assets is impaired and impairment losses are
incurred if, and only if, there is objective evidence of impairment as a result of one or
more events that occurred after the initial recognition of the asset (a ‘loss event’) and that
loss event (or events) has an impact on the estimated future cash flows of the financial
asset or group of financial assets that can be reliably estimated. It may not be possible to
identify a single, discrete event that caused the impairment. Rather the combined effect of
several events may have caused the impairment. Losses expected as a result of future
events, no matter how likely, are not recognised. Objective evidence that a financial asset
or group of assets is impaired includes observable data that comes to the attention of the
holder of the asset about the following loss events:

a. significant financial difficulty of the issuer or obligor;
b. a breach of contract, such as a default or delinquency in interest or principal payments

IAS 39 – The rear view mirror

• IAS 39 was the accounting standard used by Komplett Bank for 
measurement of impairment of financial assets until 31 December 
2017. It was succeeded by the IFRS 9 standard

‐ The IFRS 9 standard was made effective from 1 January 2018 for IFRS 
reporting entities in the EU/EEA, which includes Komplett Bank ASA

‐ The deadline for implementation of IFRS 9 for non-IFRS reporting entities in 
Norway, such as some unlisted banks, is undetermined but is expected to be 
1 January 2020 

• Under IAS 39, you would only account for impairment of the value of 
an asset at the occurrence of an “objective loss event,” i.e. incurred 
loss

Excerpt from IAS 39



6

IFRS 9 – Includes forward looking estimations

• IFRS 9 includes an ”expected credit loss model” whereas IAS 39 is only an ”incurred loss model”

‐ Loan impairments are recognized at the balance sheet date based on available information about the past, present and estimates for the future 

‐ Loan impairments under IFRS 9 are thus made before there is an ”objective evidence” of impairment

• IFRS 9 loan impairments are made in 3 stages

‐ Stage 1: ”Performing” 

‐ Stage 2: ”Significant increase in the credit risk compared with initial recognition”

‐ Stage 3: ”Defaulted”

• Loan impairments in IFRS 9 in Stage 3 (“Defaulted”) is roughly equal to those under IAS 39

• Over the lifetime of an individual loan that defaults, IFRS 9 will not result in higher losses on loans than IAS 39. However, loan losses 
will be recognized at an earlier point in time

• At any given point in time, for a growing portfolio, IFRS 9 will produce higher losses on loans for the total portfolio compared to IAS 
39, as impairments are also recognized for the loans in Stage 1 and Stage 2 in addition to those in Stage 3
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IFRS 9 – Model overview

• Komplett Bank segments the portfolio into groups of loans with shared risk characteristics, and calculates the expected credit loss (ECL) for 
each segment

‐ i.e. a segment could be “Flexible Loans in Norway below NOK 100,000 with less than 12 months on book in current status”

• The expected credit loss (ECL) is calculated as a product of a defined set of parameters adjusted to the characteristics of each segment

• The formula used is:  

𝐸𝐶𝐿 = 𝑃𝐷 ∗ 𝐸𝐴𝐷 ∗ 𝐿𝐺𝐷

Where
PD: Probability of default in a given time span
EAD: Exposure at default
LGD: Loss given default
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IFRS 9 – Loan impairments are affected by portfolio mix

• Growth of portfolio:

‐ As loan impairments are made also for loans that are not defaulted (i.e. Stage 1 and Stage 2), portfolio growth will result in increased 
impairment levels

• Share of new loans within a specific product:

‐ New loans in a portfolio normally have a higher probability of default (PD) compared to more mature/well-established loans. As a
result, portfolios with a relatively high share of new loans will have higher impairment levels

• Movement between stages:

‐ Loans are classified into Stage 1, 2 or 3 at the time of reporting. Impairment levels differs between the three stages

‐ If, for example, the payment due dates occur during a holiday season, customers may be more likely to forget to pay their bills, which 
may result in a temporary increase of loans in Stage 2 caused by late payments

• Product launch in new markets: 

‐ Any bank entering a new market will initially be “the last bank on the block” and attract a greater share of customers with higher risk

‐ New loans in new markets are thus expected to yield higher loss levels than new loans in older markets 
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IFRS 9 – Expect increased volatility in loan impairments

• If default levels increase, there will be increased impairment losses in Stage 3 

• Increased default levels will also result in higher loan impairments in the performing part of the portfolio (Stage 1 and Stage 2)

‐ Changes in default levels lead to changes in the parameters (PD) in the IFRS 9 model and are thus included when calculating the ECL for Stage 1 and Stage 2

• A change in default levels thus creates a double impact on loan loss levels – IFRS 9 therefore increases volatility

• It is important to note that volatility can lead to both positive and negative results. If default levels decrease, there will be similar positive 
effects for Stage 1 and Stage 2 as outlined above



10

Summary – Key aspects of the transition from IAS 39 to IFRS 9

• Losses on loans are recognized earlier than under IAS 39

• Volatility on losses on loans between reporting periods increases

• Total lifetime losses on loans do not change compared to IAS 39

Under IFRS 9:
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Q3 2018 losses on loans elements break-down

1. Stage 1 and 2 with unchanged parameters equal NOK 
20.2 million

2. Stage 3 and Other* with unchanged parameters equal 
NOK 46.3 million

3. NOK 16.6 million was the result of parameter changes

- Stage 1: +12.5 (total stage 1 impairment NOK 22.7 million)

- Stage 2: +4.3 (total stage 2 impairment NOK 14.2 million)

- Stage 3: -0.2 (total stage 3 impairment NOK 18.6 million)1

2

3

Break-down of NOK 83.0 million Q3 2018 loan losses (NOK million)

* Other is equal to realized losses on loans, including deceased customers, fraud and effects arising from derecognizing loans sold as part of the Forward Flow agreement.
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Historical development - losses on loans

• Losses on loans of NOK 46.6 million in Q1 2018 
and NOK 46.4 million in Q2 2018 were positively 
impacted by parameter changes

‐ Key driver was the positive impact of the forward flow 
agreement on loss given default (LGD)

• Without parameter changes in Q1 and Q2 2018, 
loan loss levels would have been NOK 73.8 million 
and NOK 74.5 million, respectively

• In Q3 2018, parameter changes had the opposite 
effect, resulting in total losses on loans of 
NOK 83.0 million

‐ The key driver was negative changes in probability of 
default (PD) parameters for new markets

‐ Excluding effects of parameter changes, credit losses 
in Q3 were NOK 66.3 million
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In Q3, the IFRS 9 stages pull in different directions

1. As shown in the Q3 2018 report, loan losses as an 
average for the last 12 months were 3.7%

2. Loan losses were 4.7% for the quarter, which 
includes the impact of the Stage 1 and Stage 2 
losses and the parameter changes

3. When looking only at ”incurred” losses, i.e. the 
equivalent of IAS 39, quarterly loan loss ratio 
improved in Q3 2018 to reach 2.6% 
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Quarterly reporting insights
How to analyze loan losses in Komplett Bank’s quarterly reporting (1/4)

1. Compare the development in group impairment of loans 
between the previous and the current quarter in Note 2

2. The difference between the two balance sheet amounts 
represents the impairments in Stage 1 and 2 for the quarter

3. In Q3 2018, this resulted in 188.7 - 151.8 = NOK 36.9 million

Identify the amount related to Stage 1 and Stage 2 From Note 2 in Quarterly Report for Q2 2018

From Note 2 in Quarterly Report for Q3 2018

* Other is equal to realized losses on loans, including deceased customers, fraud and effects arising from derecognizing loans sold as part of the Forward Flow agreement.

Category NOK million

Stage 1 and 2 36.9

Stage 3

Other*

Sum Losses 83.0

- of which effects from parameters changes
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Quarterly reporting insights
How to analyze loan losses in Komplett Bank’s quarterly reporting (2/4)

1. Compare development in individual impairment of loans 
between the previous and the current quarter in Note 2

2. The difference between the two represents the losses in 
Stage 3 for the quarter

3. In Q3 2018, this resulted in 243.8 - 225.3 = NOK 18.5 million

Identify the amount related to Stage 3 From Note 2 in Quarterly Report for Q2 2018

From Note 2 in Quarterly Report for Q3 2018

* Other is equal to realized losses on loans, including deceased customers, fraud and effects arising from derecognizing loans sold as part of the Forward Flow agreement.

Category NOK million

Stage 1 and 2 36.9

Stage 3 18.5

Other*

Sum Losses 83.0

- of which effects from parameters changes
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Quarterly reporting insights
How to analyze loan losses in Komplett Bank’s quarterly reporting (3/4)

1. Other is equal to realized losses on loans, including deceased 
customers, fraud and effects arising from derecognizing loans 
sold as part of the forward flow agreement 

2. This information is not specified in the notes of Komplett Bank’s 
quarterly reporting

Identify the amount related to ”Other”

Category NOK million

Stage 1 and 2 36.9

Stage 3 18.5

Other* 27.6

Sum Losses 83.0

- of which effects from parameters changes

3. The amount can be found as the difference between the sum 
and the Stage 1, 2 and 3 impairments

4. For Q3 2018, this calculation was: 
83.0 - 36.9 - 18.5 = NOK 27.6 million

* Other is equal to realized losses on loans, including deceased customers, fraud and effects arising from derecognizing loans sold as part of the Forward Flow agreement.
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Quarterly reporting insights
How to analyze loan losses in Komplett Bank’s quarterly reporting (4/4)

1. This is reported per stage in Note 2 of the Quarterly Report and 
includes details on which stage is impacted

2. In Q3 2018 parameter changes were NOK 16.6 million 

3. Negative 16.8 in Stage 1 and 2 and positive 0.2 in Stage 3

Identify the amount resulting from parameter changes Category NOK million

Stage 1 and 2 36.9

Stage 3 18.5

Other* 27.6

Sum Losses 83.0

- of which effects from parameters changes 16.6
From Note 2 in Quarterly Report for Q3 2018

* Other is equal to realized losses on loans, including deceased customers, fraud and effects arising from derecognizing loans sold as part of the Forward Flow agreement.


