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Financial highlights

Statement of comprehensive income DNB Boligkreditt AS
Amounts in NOK million 2016 2015 2014 2013 2012
Net interest income 4702 6 608 7 650 7169 4031
Net other operating income (1 207) 4054 (1 120) (631) (3469)
Of which net gains on financial instruments at fair value (1 233) 4081 (1 144) (697) (3543)
Operating expenses (2 398) (3 349) (5 504) (5 620) (2 592)
Impairment of loans and guarantees 14 2 (1) (16) (8)
Pre-tax operating profit 1111 7315 1024 901 (2 038)
Tax expense (297) (975) 277) (51) 571
Profit for the year 815 6 340 748 850 (1.467)
Balance sheet 31 Dec. 31 Dec. 31 Dec. 31 Dec. 31 Dec.
Amounts in NOK million 2016 2015 2014 2013 2012
Total assets 681 264 649 797 644 733 578 420 562 118
Loans to customers 603 165 564 746 555 625 532 284 519 362
Debt securitites issued 439 072 473 745 472 368 420 451 382531
Total equity 39 592 39198 29 407 25 166 22312
Key figures
Per cent 2016 2015 2014 2013 2012
Return on equity 2.1 18.4 2.7 3.6 (7.4)
Combined weighted total average spread for lending n 0.69 1.11 1.30 1.21 0.60
Impairment relative to average net loans to customers, annualised 0.00 0.00 0.00 0.00 0.00
Net non-performing and impaired loans, per cent of net loans 0.10 0.11 0.14 0.14 0.13
Common equity Tier 1 capital ratio, transitional rules, at end of year 16.0 15.2 12.7 11.2 10.3
Capital ratio, transitional rules, at end of year 18.0 17.3 14.9 13.3 11.2

1) Based on nominal values excluding impaired loans, measured against actual funding cost.
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Directors’ report 2016

In accordance with the provisions of the Norwegian Accounting Act, the Board of Directors comfirms that the accounts have
been prepared on a going concern basis, and that the going concern assumption applies. Pursuant to Section 3-9 of the
Norwegian Accounting Act, DNB Boligkreditt prepares annual accounts in accordance with IFRS, International Financial

Reporting Standards, approved by the EU.

DNB Boligkreditt AS is the DNB Group’s vehicle for the issue of covered bonds based on residential mortgages. The company’s
offices are located in Oslo. DNB Boligkreditt is a wholly-owned subsidiary of DNB Bank ASA and is reported as part of the
Personal Banking Norway business area in DNB’s consolidated accounts. Based on developments in international capital
markets, DNB Boligkreditt has come to play a key role in ensuring long-term favourable funding for the Group. The rating
agencies’ assessments are of significance to the company’s funding terms. DNB Boligkreditt’s covered bond programmes are

rated AAA by Moody’s and Standard & Poor’s.

Operations in 2016
DNB Boligkeditt recorded a profit of NOK 815 million in 2016, com-
pared with a profit of NOK 6 340 million in 2015.

Loans to customers grew by 7 per cent, but narrowing interest
rate spreads gave a decline in net interest income. The recorded
loss on financial instruments reflects the effects of unrealised
changes in the market value of covered bonds, derivatives and
loans recorded at fair value.

The company’s residential mortgage portfolio totalled
NOK 603.2 billion at year-end 2016, rising by NOK 38.4 billion or
6.8 per cent over the preceding 12 months. Debt securities issued
in the form of covered bonds decreased from NOK 473.7 billion in
2015 to NOK 439.1 billion at year-end 2016.

In the course of 2016, the company launched new bond issues
under existing funding programmes, whose limits are EUR 60
billion and USD 12 billion, respectively. The market remained
attractive for covered bond issuers with a strong credit rating in
2016. The company issued covered bonds for a total of NOK 60.9
billion during the year.

Strategy

DNB Boligkreditt is a tool for DNB Bank to offer residential
mortgages on competitive terms. The issue of covered bonds
secured by the company’s cover pool will ensure favourable
funding for the banking group. The bonds are offered in the
Norwegian and international financial markets.

DNB Boligkreditt offers mortgages for retail customers that are
secured within 75 per cent of appraised value. New mortgages are
sold through the bank’s distribution channels. The bank is respon-
sible for customer relations and all customer contact, marketing and
product development. The company follows the bank’s credit policy,
credit strategy and credit process.

The quality and risk profile of the mortgages included in the
cover pool shall ensure that the company’s AAA rating target for its
covered bonds is met.

The target group for covered bonds is national and international
financial institutions and other investors.

Corporate governance and internal control

DNB Boligkreditt’s corporate governance principles are based on
the DNB Group’s corporate governance policy. The Group’s policy
follows the Norwegian Accounting Act and the Norwegian Code of
Practice for Corporate Governance.

DNB'’s policy for corporate social responsibility sets the
standards for all of the Group’s work on both the observance and
the further development of corporate social responsibility. In
addition, the Group has guidelines, business models and fora that
aim to ensure that corporate social responsibility is an integral part
of daily operations. Read more about DNB’s corporate social
responsibility on dnb.no/en/about-us/corporate-social-responsibility.

The Board of Directors of the DNB Group has sub-committees,
the Audit Committee and the Risk Management Committee. The
Audit Committee reviews the annual accounts of DNB Boligkreditt.

The Board of Directors of DNB Boligkreditt reviews the financial
reporting process. The company follows the DNB Group’s policy for
financial governance, which includes requirements for quality
assurance of financial reporting processes to ensure relevant,
timely and uniform reporting to internal stakeholders, regulators and
capital market participants. DNB Boligkreditt has a management
team which is adapted to its organisation and operations. The team
reviews the process of internal control over financial reporting, and
implements adequate and effective internal processes in
accordance with established requirements. Processes include
control measures to ensure that the financial reporting is of high
quality. Every year, the team makes an evaluation of compliance
with external and internal regulations and prepares a plan to
implement any required improvements.

The Board of Directors approves management’s proposed
annual accounts for DNB Boligkreditt.

Review of the annual accounts
DNB Boligkreditt recorded a profit of NOK 815 million in 2016,
compared with a profit of NOK 6 340 million in 2015.

Total income
Income totalled NOK 3 495 million in 2016, down from NOK 10 662
million in 2015.

Amounts in NOK million 2016 Change 2015
Total income 3495  (7.167) 10 662
Net interest income (1906)
Net commission and fee income 53
Net gains on financial instruments at fair value (5314)

Net other income

The decline in net interest income was mainly due to narrowing
interest rate spreads.

A net loss of NOK 1 233 million on financial instruments was
recorded in 2016, which reflects the effect of unrealised changes in
the market value of covered bonds, derivatives and loans recorded
at fair value. Gains and losses from such instruments tend to vary
considerably from period to period and will typically be reversed in
subsequent periods due to stabilising markets or because the
maturity dates of the instruments are approaching. The negative
effects from financial instruments in 2016 were due to a decrease in
the market value of loans recorded at fair value, and a reduction in
the market value of basis swaps.

Operating expenses and impairment of loans
Operating expenses are volatile due to the management fee paid to
DNB Bank. The cooperation with DNB Bank is formalised through
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an extensive servicing agreement that ensures DNB Boligkreditt
sound competence in key areas and cost-effective operations. The
management fee calculation is based primarily on lending volume
and the spreads achieved. The size of the management fee to the
bank is related to net interest income. The fee amounted to
NOK 2 328 million in 2016, down from NOK 3 267 million in 2015.
The company has generally recorded low impairment losses on
loans. In 2016, the company reported net reversals on impairment
losses of NOK 14 million. The Board of Directors considers the
level of impairment to be satisfactory relative to the high quality of
the loan portfolio.

Funding, liquidity and balance sheet

Balance sheet

At year-end 2016, DNB Boligkreditt had total assets of NOK 681.3
billion, an increase of NOK 31.5 billion or 4.8 per cent from year-
end 2015.

31 Dec. 31 Dec.
Amounts in NOK million 2016  Change 2015
Total assets 681 264 31467 649 797
Loans to customers 38 419
Financial derivatives (33 756)
Other assets 26 804
Total liabilities 641672 31073 610 599
Due to credit institutions 58 235
Financial derivatives 2649
Debt securities issued (34 673)
Subordinated loan capital
Other liabilities 4 862

The increase in loans to customers originates from the acquisition
of residential mortgage portfolios from DNB Bank and the sale of
new loans through the bank’s distribution network. In the fourth
quarter of 2016, a portfolio of residential mortgage loans totalling
NOK 5 billion was sold to DNB Livsforsikring AS.

Debt securities issued decreased by a net NOK 34.7 billion
from year-end 2015. The company issued covered bonds under
existing programmes totalling NOK 60.9 billion during 2016. Total
debt securities issued amounted to NOK 439.1 billion at year-end
2016.

Risk and capital adequacy
The company has established guidelines and limits for manage-
ment and control of the different types of risk.

Currency risk is eliminated through the use of financial deriva-
tives. Interest rate and liquidity risk is managed in accordance with
stipulations concerning covered bonds in the Financial Institutions
Act and guidelines and limits approved by the Board of Directors.
The company’s overall financial risk is considered to be low.

Changes in the market value of the company’s bonds due to
credit risk are monitored on a daily basis.

The servicing agreement with DNB Bank comprises admini-
stration, bank production, IT operations and financial and liquidity
management. The fee structure in the servicing agreement shall
ensure a stable return on equity, but does not take the effects of
unrealised gains or losses on financial instruments into conside-
ration. Operational risk is assessed to be low.

Negative developments in the housing market affect the com-
pany. A decline in housing prices will reduce the value of the com-
pany’s cover pool relative to the statutory asset coverage require-
ment. Quarterly stress tests are carried out to estimate the effects
of a negative development in housing prices. A short-term measure
to meet a significant fall in housing prices will be to supply DNB
Boligkreditt with more substitute collateral. The Board of Directors
considers the company’s total risk exposure to be low.

At year-end 2016, the company’s equity totalled NOK 39.6
billion, of which NOK 37.5 billion represented Tier 1 capital. Total
primary capital in the company was NOK 42.3 billion. The Tier 1

capital ratio was 16.0 per cent, while the capital adequacy ratio was
18.0 per cent.

Capital adequacy requirements

At year-end 2016, the common equity Tier 1 capital requirement
was 15.0 per cent for DNB Boligkreditt. This included a counter-
cyclical capital buffer of 1.5 per cent. The counter-cyclical capital
buffer requirement in Norway will increase by 0.5 percentage
points, to 2.0 per cent, as of 31 December 2017.

There is a need to have a margin over the total common equity
Tier 1 capital requirement to take into account expected lending
growth and fluctuations in the market value of financial instruments
used for hedging purposes. This means that DNB Boligkreditt
needed to have a common equity Tier 1 capital ratio of
approximately 15.5 per cent at year-end 2016, increasing to 16.0
per cent at year-end 2017 due to the higher counter-cyclical capital
buffer requirement.

As a supplement to the risk-weighted capital requirements and
as a measure to counter adjustments and gaps in the regulations, a
non-risk based capital requirement, leverage ratio, will also be
introduced. The Basel Committee has recommended and the
European Commission has proposed a leverage ratio requirement
of minimum 3 per cent as from 2018. In Norway, the Ministry of
Finance has set the minimum leverage ratio requirement at 3 per
cent as of 30 June 2017. All Norwegian banks must have a buffer
on top of the minimum requirement of at least 2 per cent.
Systemically important banks must have an additional buffer of
minimum 1 per cent. The additional buffer requirements will not
apply to DNB Boligkreditt, which means that 3 per cent will be the
effective requirement.

Norway has joined the EU financial supervisory system
Due to a stipulation in the Norwegian Constitution on limited access
to transfer powers to international organisations, it was not possible
to incorporate the EU regulations establishing the European
supervisory authorities into the EEA agreement until the autumn of
2016. The EFTA Surveillance Authority, ESA, has been granted
competence to make legally binding decisions addressed to
national supervisory authorities and individual institutions in
Norway, Liechtenstein and Iceland. Decisions will be based on
drafts prepared by the relevant EU supervisory authority. ESA and
the national supervisory authorities in the three EEA/EFTA states
shall participate, without voting rights, in the EU’s three European
supervisory authorities, EBA, ESMA and EIOPA. Also, the EU
supervisory authorities shall participate, without voting rights, in
ESA’s work in this field. The same applies to preparatory bodies.
The EU supervisory authorities will be granted competence to issue
recommendations, that is non-binding decisions, vis-a-vis
EEA/EFTA national authorities and enterprises. Parallel to this, a
process is underway to incorporate the remaining several hundred
legislative acts on financial services that have been accumulated in
the EEA Joint Committee into the EEA agreement and Norwegian
legislation.

Residential mortgage lending regulation

The Ministry of Finance has adopted a new residential mortgage
regulation effective as of 1 January 2017 as a measure against the
strong growth in housing prices and household debt, especially in
Oslo. The regulation requires that mortgage customers provide a
down payment of 15 per cent. Customers who want to buy a
second residential property in the municipality of Oslo must provide
a 40 per cent down payment. As previously applied, borrowers
must be able to withstand an interest rate increase of 5 percentage
points, and this requirement is supplemented by a new provision on
the customer’s loan-to-income ratio. Loans are not to be granted if
the customer's total debt exceeds five times gross annual income.
Interest-only loans (including home equity credit lines) must not
exceed 60 per cent of the property’s assessed value. Financial
institutions may grant loans that do not meet one or more of the
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criteria in the regulation for up to 10 per cent of the value of total
approved loans, but only 8 per cent in the municipality of Oslo.

Employees and working environment

The company had eight employees at year-end 2016, five men and
three women. DNB Boligkreditt is committed to equal treatment in
relation to gender, age and persons with disabilities. The total num-
ber of sickness absence days in 2016 was 16, which represents a
rate of 1.0 per cent. No serious workplace accidents were reported
in 2016.

The working environment in the company is good, and in the
opinion of the Board of Directors, the company’s activities do not
pollute the external environment.

The Board of Directors had three members, including one
woman, in 2016.

The Board of Directors would like to thank all employees for
their contribution to DNB Boligkreditt’s strong performance in 2016.

Macroeconomic developments

Global GDP increased by approximately 3 per cent in 2016, about
the same as the year before. However, growth was unevenly
distributed. The emerging economies had considerably stronger
growth than the industrialised countries, with an economic growth
rate of approximately 1.5 per cent from 2015 to 2016. Eight years
after the financial crisis, the more economically developed
countries, MEDCs, are still characterised by spare capacity, low
inflation and historically low interest rates. This also affects the
political landscape. President Donald Trump has signaled a strong
fiscal stimulus package. This has increased expectations with
respect to both growth and inflation, and was an important driver of
the hike in long-term interest rates towards the end of 2016.

In the United States, the cyclical upturn appears to continue.
After a weak start to 2016, the economy showed signs of recovery.
Several factors are helping to keep up growth momentum.
Monetary policy remains expansionary while fiscal policy is
expected to become more expansionary. Higher oil prices are
making a positive contribution to the energy sector, counteracting
the weakening of households’ purchasing power. In addition, the
tightening effects of the strong US dollar are starting to abate.

Growth in the Chinese economy appears to be more stable
than expected. This is partly due to the authorities' expansionary
policy and partly to the higher commodity prices, which have helped
improve earnings in many industries. However, higher debt levels
and unprofitable investments are increasing the risk of a crisis at
some time in the future. In the short term, the greatest risk factors
include capital flight, which will probably be intensified by higher US
dollar interest rates and the authorities’ restrictive housing policy,
which may result in an unwanted reduction in housebuilding
activity, higher loan default rates and lower consumption growth.

The result of the EU referendum in the United Kingdom has so
far had fewer negative consequences than expected. The financial
turmoil was short-lived and domestic demand remained buoyant
well into the autumn of 2016. The British pound has weakened
more than expected, which is positive for the British export
economy. The downside is that the weaker currency also results in
higher inflation, which will weaken households’ real disposable

income.

GDP for Mainland Norway rose by approximately 0.7 per cent
from 2015 to 2016, slightly lower than the previous year. The fall in
oil investments was the most important factor behind the weak
growth levels and had the most pronounced effect on petroleum-
related industries. Employment levels in the mainland economy
were virtually unchanged from the year before, stimulated by
increased public demand, more construction workers and growth in
some tourism-based industries. In other industries, however, there
were few signs of employment growth in 2016. The weakening of
the Norwegian krone in preceding years has strengthened
Norwegian tourist companies, parts of the transportation sector,
and the hotel and restaurant industry. The depreciation of the krone
also made a significant impact on inflation and reduced households’
purchasing power. Real wages probably declined by more than
1 per cent, the weakest trend since 1981. According to AKU (a
Norwegian labour force survey), the unemployment rate rose to
4.8 per cent, while the number of unemployed people registered
with the Norwegian Labour and Welfare Administration (NAV)
decreased slightly during the year. Zero growth in employment,
however, supports the view that the labour market weakened
slightly in 2016. In the housing market, prices rose significantly in
the second half of the year. For the year as a whole, price inflation
was 8.3 per cent. In Oslo, increases in housing prices were
particularly strong, which was a major reason why the Norwegian
government tightened the rules for home mortgages.

Future prospects
Economic forecasts for 2017 indicate continued moderate growth in
the global economy. Growth is expected to pick up in the United
States, be marginally reduced in China and have a somewhat
steeper decline in the eurozone and the United Kingdom. In
Norway, activity levels in the mainland economy are expected to
increase somewhat, but hardly enough to cause any major
reduction in unemployment levels. Internationally, there is risk
related to factors such as global political changes, increasing
financial imbalances in China, economic and political developments
in the United States and the situation for some European banks.
Volume-weighted spreads are anticipated to widen somewhat
in 2017, while lending volumes are expected to be stable in 2017
and 2018. In 2019, total lending volume is expected to rise by 2 to
3 per cent. Impairment losses are expected to be at normalised
levels, while the tax rate is expected to be 25 per cent, in 2017.
Covered bonds have gained a leading position as a funding
vehicle for Norwegian banks. Norwegian covered bonds still seem
attractive, with relatively low credit and market risk. The volume of
covered bond issues in 2017 is expected to be somewhat lower
than in 2016. Overall, this provides a further solid basis for DNB
Boligkreditt’s funding activities.

Dividends and the allocation of profits

The profit for 2016 was NOK 815 million. The Board of Directors
proposes that NOK 815 million be allocated as a group contribution
to DNB Bank ASA.
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Oslo, 9 March 2017
The Board of Directors of DNB Boligkreditt AS

w e Ve o B —

Kjerstin R. Braathen Jorn E. Pedersen Eva-Lill Strandskogen
(chairman)

Per Sagbakken
(chief executive officer)
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Comprehensive income statement

DNB Boligkreditt AS

Amounts in NOK million Note 2016 2015
Total interest income 9 14 487 17 598
Total interest expenses 9 (9 785) (10 990)
Net interest income 9 4702 6 608
Commission and fee income 10 25 (28)
Commission and fee expenses 10 2) 2)
Net gains on financial instruments at fair value 11,21 (1233) 4081
Other income 3 3
Net other operating income (1207) 4 054
Total income 3495 10 662
Salaries and other personnel expenses 12,20 12) a7
Other expenses 21 (2 386) (3332)
Total operating expenses (2 398) (3 349)
Impairments of loans and commitments 5 14 2
Pre-tax operating profit 1111 7315
Tax expense 13 (297) (975)
Profit for the year 815 6 340
Other comprehensive income 1) 2)
Comprehensive income for the year 814 6 338
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Balance sheet

DNB Boligkreditt AS

Amounts in NOK million Note 31 Dec. 2016 31 Dec. 2015
Assets

Due from credit institutions 8,14,15, 21 27110 468
Loans to customers 4,5, 8, 14, 15, 16 603 165 564 746
Financial derivatives 6,7,14,16, 17, 21 50 827 84 583
Other assets 8,14 162 1
Total assets 681 264 649 797
Liabilities and equity

Due to credit institutions 8,14, 15,21 172 048 113 813
Financial derivatives 6,7,14,16, 17,21 12 300 9651
Debt securities issued 8,14, 15, 16, 18, 21 439 072 473 745
Payable taxes 13 8 852 0
Deferred taxes 13 3946 8181
Other liabilities 8, 14,21 569 322
Provisions 28 30
Subordinated loan capital 8,14, 15, 19, 21 4 857 4 857
Total liabilities 641 672 610 599
Share capital 3857 3497
Share premium 28 863 25623
Other equity 6872 10 078
Total equity 39 592 39 198
Total liabilities and equity 681 264 649 797

“n.

Oslo, 9 March 2017

*W % /De

The Board of Directors of DNB Boligkreditt AS

Stin R. Braathen Jarn E. Pede

(chairman)

02 S~

Per Sagbakken
(chief executive officer)

DNB BOLIGKREDITT — ANNUAL REPORT 2016 / 7



Statement of changes in equity

DNB Boligkreditt AS

Actuarial

Share Share gains and Other Total
Amounts in NOK million capital premium losses equity equity
Balance sheet as at 31 December 2014 3077 21843 4 487 29 407
Profit for the year 6 340 6 340
Other comprehensive income 2) 2)
Total comprehensive income for the year 2) 6 340 6 338
Defined - benefit pension scheme discontinued 3 3)
Group contribution paid (747) (747)
Share issue 420 3780 4 200
Balance sheet as at 31 December 2015 3497 25623 2 10 076 39 198
Profit for the year 815 815
Other comprehensive income (1) (1)
Total comprehensive income for the year (1) 815 814
Group contribution paid (4 020) (4 020)
Shares issue 360 3240 3600
Balance sheet as at 31 December 2016 3857 28 863 1 6871 39 592

Share capital

All shares and voting rights of the company are held by DNB Bank ASA. Share capital at the beginning of 2016 was NOK 3 497 million

(34 970 000 shares at NOK 100).

In June 2016, 3 600 000 shares were issued to DNB Bank ASA. Issue price per share was NOK 100. After the issuance, share capital was
increased by NOK 360 million to NOK 3 857 million (38 570 000 shares) and share premium was increased by NOK 3 240 million to

NOK 28 863 million.
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Cash flow statement

DNB Boligkreditt AS
Amounts in NOK million 2016 2015

Operating activities

Net receipts/payments on loans to customers (19 335) 12 362
Interest received from customers 14 481 17 832
Net receipts/payments on loans to/from credit institutions 31535 (5 803)
Interest received from credit institutions 44 12
Interest paid to credit institutions (2 440) (2 280)
Net receipts/payments on the sale of financial assets for investment or trading 13 810 32)
Net receipts/payments on commissions and fees 23 (11)
Payments to operations (2 311) (3 500)
Net cash flow relating to operating activities 35 806 18 580

Investment activities
Net purchase of loan portfolio (19 804) (23 203)

Net cash flow from investment activities (19 804) (23 203)

Funding activities

Receipts on issued bonds and commercial paper 64 045 75 226
Payments on redeemed bonds and commercial paper (76 464) (66 533)
Interest payments on issued bonds and commercial paper (7 409) (8 784)
Interest payments on subordinated loan capital (133) (147)
Share issue 300 4200
Group contribution receipts 3600 738
Net cash flow from funding activities (16 061) 4699
Net cash flow (59) 76
Cash at beginning of period 79 3
Net receipts/payments of cash (59) 76
Cash at end of year 20 79

The cash flow statement shows receips and payments of cash and cash equivalents during the year. The statement has been prepared in
accordance with the direct method. Cash and cash equivalents are defined as cash and deposits with central banks and deposits with credit
institutions with no agreed period of notice. Included in the cash balances at end of the year, are restricted amounts of NOK 662 544

(NOK 763 293 for 2015) related to withholding employee taxes.
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Note 1 Accounting principles

Corporate information

DNB Boligkreditt AS is a wholly owned subsidiary of DNB Bank ASA. The ultimate parent of the group is DNB ASA. Both the group’s and DNB
Boligkreditt AS’ registered offices, are in Oslo, Norway. DNB Boligkreditt is the DNB Group’s vehicle for the issue of covered bonds based on
residential mortgages.

The annual financial statements for the year ended 31 December 2016 were authorised for issue by the Board of Directors on 9 March 2017.

Basis for preparation
The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs) as issued by the
International Accounting Standards Board (IASB) and endorsed by the European Union (EU).

The financial statements have been prepared on a historical cost basis, except for derivative financial instruments and financial assets and
liabilities designated as at fair value through profit or loss, which have all been measured at fair value. The carrying values of liabilities that are
hedged items in fair value hedges, and otherwise carried at amortised cost, are adjusted to reflect changes in fair value attributable to the risk
that are being hedged.

DNB Boligkreditt AS’ functional currency and presentation currency is Norwegian kroner. Unless otherwise specified, values are rounded to the
nearest NOK thousands.

The balance sheet is presented mainly in order of liquidity of the assets and liabilities.

Financial assets and financial liabilities are offset and the net amount presented in the balance sheet only when there is a legally enforceable
right to offset the recognised amount and there is an intention to settle on a net basis.

Conversion of transactions in foreign currency

All transactions in foreign currencies are initially recognised in the statement of comprehensive income or the balance sheet at the transaction
date and translated into Norwegian kroner at the foreign exchange rate from that date. Subsequently all monetary items nominated in foreign
currencies are translated into Norwegian kroner based on the reporting date foreign exchange rate. Movements in the exchange rates between
transaction date and reporting date or settlement date, are recognised in the statement of comprehensive income.

Recognition of income and expenses
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the company and the revenue can be reliably
measured. Expenses are recognised as they incur, normally when the services are rendered or the goods purchased are delivered.

Interest income and expenses are recognised using the effective interest method. The effective interest rate is the rate that exactly discounts
estimated future cash flows through the expected life of the financial instrument to the net carrying amount of the financial asset or liability. The
calculation of the effective interest includes fees or incremental costs that are directly attributable to the financial instrument.

Interest income and expenses are recognised in the statement of comprehensive income as “Total interest income” and “Total interest
expenses” respectively. This applies to interest related to all loans and borrowings, both those carried at amortised cost and those carried at fair
value.

Interest on loans that have been written down due to impairment losses, are recognised using the interest rate used to discount the future cash
flows for the purpose of measuring the impairment. For fixed rate loans, this will be the originally calculated effective interest rate. For floating
rate loans this will be the effective interest rate applied at the time of calculating the impairment loss. Commissions are recognised in the
statement of comprehensive income when earned as income or incurred as expenses. Fees for services are recognised as income as rendered.

Financial instruments

Recognition and derecognition of assets and liabilities:

Assets and liabilities are recognised in the balance sheet on trade date, i.e. the date that the company becomes a party to the contractual
provisions of the financial instrument. Financial assets are derecognised when the rights to receive cash flows from the asset have expired.
Financial liabilities are derecognised when the obligation under the liability is settled or expired.

Initial measurement
The classification of financial instruments at initial recognition depends on the purpose and the management’s intentions for which the financial
instruments were acquired and their characteristics. All financial instruments are measured initially at fair value.

Classification and presentation of financial instruments
On initial recognition financial assets and liabilities are classified in one of the following categories:

. Financial derivatives

= Financial derivatives classified as hedging instruments

Ll Financial assets and financial liabilities designated as at fair value through profit or loss
Ll Loans and receivables

. Other financial liabilities

10 / DNB BOLIGKREDITT — ANNUAL REPORT 2016



Note 1 Accounting principles (continued)

Financial derivatives

The company uses derivatives such as interest rate swaps and cross currency interest rate swaps mainly for hedging purposes. Some of the
derivatives are designated as hedging instruments and accounted for as hedging instruments. The other derivatives are accounting for as
trading instruments.

Derivatives are recorded at fair value and carried as assets when their fair value is positive and as liabilities when their fair value is negative.
Fair value changes from changes in interest rates are recognised in the statement of comprehensive income as “Total interest expenses”. Other
fair value changes are recognised as “Net gains on financial instruments at fair value”. Hedge accounting is described below.

Financial assets and financial liabilities designated as at fair value through profit or loss

Loans to customers with fixed interest rate and issued bonds nominated in Norwegian kroner are on initial recognition designated as at fair
value through profit or loss (fair value option). Both the loans and the bonds are issued at fixed interest rates, but swapped to floating rates by
the use of interest rate swaps. To reduce measurement inconsistency that would have arisen from measuring loans and bonds at amortised
cost while the derivatives are measured at fair value, the loans and bonds are designated as at fair value through profit or loss.

The interest income and expenses are calculated and recognised as described under “Recognition of income and expenses” above. The fair
value adjustments are presented in the statement of comprehensive income within the line item " Net gains on financial instruments at fair
value”. If any objective evidence of impairment is identified for the loans at fixed interest rate, the part of the fair value change that represent the
impairment is presented within “Impairment on loans and commitments” in the statement of comprehensive income.

The loans are presented in the balance sheet as “Loans to customers” and the bonds as “Debt securities issued”.

Loans and receivables
Loans with floating interest rates are carried at amortised cost. Amortised cost is the present value of contractual cash flows discounted by the
effective interest rate. The effective interest rate method is described under “Recognition of income and expenses” above.

At the end of each reporting period, the company consider whether any objective evidence of impairment exists. If an impairment loss is
calculated, the book value of the loan is reduced and the impairment amount is recognised in the statement of comprehensive income as
“Impairment on loans and commitments”. Impairment of loans is described below.

Loans are presented in the balance sheet within the line item as “Loans to customers”.

Other financial liabilities

This category comprises all financial liabilities other than bonds nominated in Norwegian kroner, and includes bonds nominated in foreign
currencies, balances due to banks, subordinated loan capital and short term payables. Other financial liabilities are carried at amortised cost
and interest is recognised using the effective interest rate method. The effective interest rate method is described under “Recognition of income
and expenses” above.

The company uses interest rate swaps to hedge the interest rate risk related to the bonds issued in foreign currencies. The derivatives and the
bonds are designated as hedging relationships qualifying for hedge accounting. In the balance sheet the bonds are carried at amortised cost,
but adjusted for fair value attributable to the risk that are being hedged. The bonds are recognised in the balance sheet as “Debt securities
issued”. Hedge accounting is described below.

Subsequent measurement of financial instruments measured at fair value

Fair value is the price that would be received by selling an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. Financial assets and financial liabilities are measured at bid or asking prices respectively. Derivatives
which are carried net, are recorded at midmarket prices at the balance sheet date.

With respect to instruments traded in an active market (level 1), quoted prices are used. A market is considered active if it is possible to obtain
external, observable prices, exchange rates or interest rates and these prices represent actual and frequent market transactions. DNB
Boligkreditt has currently no financial instrument traded in active markets.

Fair values of financial instruments not traded in active markets are determined by using valuation techniques. As far as practicable, the input to
the valuations is based on observable market data. The extent of observable market data included in the valuation, places the valuations in the
valuation hierarchy either in level 2 or level 3. In all valuations of financial instruments in DNB Boligkreditt, observable market data input are
used to some degree. If a valuation includes one or more input parameters that are based on unobservable inputs and these inputs may signi-
ficantly change the value of the instrument, the valuation is presented in level 3 in the valuation hierarchy.

For financial instruments with input significantly based on observable market data (level 2), fair values are mainly determined based on:

Ll recently observed transactions in the relevant instrument between informed, willing and independent parties;

= quoted prices for instruments traded in an active market which are substantially similar to the instrument that is valued

= other valuation techniques where key parameters are based on observable market data

For financial instruments whose valuations include significant unobservable input (level 3), fair values are determined based on discounted

estimated cash flows. This is mainly relevant for loans to customers. The value of fixed-rate loans is determined by discounting agreed interest
flows over the term of the loan, using a discount factor adjusted for margin requirements.

For financial instruments measured by using valuation techniques a gain or loss might from time to time occur at initial recognition when the
estimated fair value is different from the actual transaction price. When the measurement is based on non-observable input parameters (level 3)
the gain or loss is deferred and therefore not recognised at day-one. Fair value changes in later period are only recognised to the extent the
change is caused by a factor that market participants would take into account.
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Note 1 Accounting principles (continued)

In the valuation of OTC derivatives there is a fair value adjustment for the counterparty’s credit risk (CVA) or DNB Boligkreditt’s own credit risk
(DVA). The company estimates CVA as a function of simulated expected positive exposure, a counterparty’s probability of default, and a loss
given default. The majority of the DNB Boligkreditt’s derivatives counterparties have no market-implied credit spread and no external rating.
Internal ratings are therefore combined with historical credit default swap (CDS) spreads as well as current CDS indices to arrive at estimated
CDS spreads. This means that the company exploits its own credit models and their discriminatory power, but calibrates against pricing levels
for similar credit risk among market participants. The DVA is based on the same approach but where an assessment of DNB Boligkreditt’s credit
spread is used.

Impairment of loans carried at amortised cost

At the end of each reporting period, the company considers whether any objective evidence of impairment exists. Objective evidences that
indicate a loss event include significant financial difficulties of the borrower, breaches of contract such as defaulted payments of interest or
principal, renegotiations of terms due to financial difficulties, it is becoming probable that the borrower will enter bankruptcy or financial
renegotiations or national or local events that indicate that certain groups of borrowers will enter financial difficulties.

If objective evidence of a loss event exists, the impairment loss is calculated as the difference between the value of the loan recognised in the
balance sheet and the present value of estimated future cash flows discounted by the effective interest rate.

The effective interest rate used is the loan’s effective interest rate at the time objective evidence of impairment was identified. The effective
interest rate is not adjusted to reflect changes in the credit risk and terms of the loan due to objective indications of impairment being identified.

All individually significant loans are assessed individually for impairment. All other loans, including individually significant loans to which there
are not recognised any impairment adjustment, are collectively assessed for impairment. The collective assessment is done for groups of loans
with similar characteristics related to sector, risk classification and credit risk. The impairment amount is calculated per group based on
estimates of the general economic situation and historical loss experiences for each group. As for individual impairment calculations, collective
impairments are based on discounted future cash flows. The cash flows are discounted on the basis of statistics derived from the individual
impairment calculations.

The estimated impairment loss reduces the value of the loans recognised in the balance sheet. The change in impairment for the period is
recognised in the statement of comprehensive income within the line item “Impairment on loans and commitments”.

Hedge accounting
The company uses derivative instruments to manage exposure to interest rates related to long-term borrowings in foreign currencies. At initial
recognition derivatives and borrowings are designated as hedging relationships, accounted for as fair value hedges.

Upon entering into a hedge relationship, the correlation between the hedged item and the hedging instrument is documented. In addition, the
goal and strategy underlying the hedging transaction are documented. Degree of offset is verified in the form of a test of hedge effectiveness at
the beginning and end of the relevant period.

Hedging instruments are measured at fair value. Fair value changes are recognised in the statement of comprehensive income within the line
item " Net gains on financial instruments at fair value”. The hedged items are measured at amortised cost, adjusted for changes in fair value
attributable to the hedged risk.

The changes in value of the attributable hedged risks are recognised in the statement of comprehensive income within the line item " Net gains
on financial instruments at fair value”.

If the hedge relationship ceases or adequate hedge effectiveness cannot be verified, the adjustment to the hedged item due to changes in fair
value attributable to the hedged risk is amortised over the remaining period to maturity.

Income taxes
Taxes for the year comprise payable taxes for the financial year, any payable taxes for previous years and changes in deferred taxes. Deferred
taxes are calculated on temporary differences.

Temporary differences are differences between the recognised value of an asset or liability and the taxable value of the asset or liability.
Deferred taxes are calculated on the basis of tax rates and tax rules that apply on the balance sheet date or are highly likely to be approved and
are expected to be applicable when the deferred tax asset is realised or the deferred tax liability settled. The most significant temporary
differences refer to financial derivatives and revaluations of certain financial assets and liabilities.

Deferred tax assets are recognised in the balance sheet to the extent that it is probable that future taxable income will be available against
which they can be utilized. Deferred taxes and deferred tax assets are recognised net in the company's balance sheet.

Cash flow statements

The cash flows are presented as operating activities, investment activities or funding activities. Cash is defined as cash, deposits with banks and
deposits with credit institutions with no agreed period of notice. The cash flow statement has been prepared in accordance with the direct
method.

Approved standards and interpretations that have not entered into force
By end of 2016 the IASB has published a number of amendments to current regulations which have not entered into force. Below is a
description of the amendments which may have impact in the company’s future reporting.
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Note 1 Accounting principles (continued)

IFRS 9 Financial Instruments

In July 2014, the IASB issued the new standard for financial instruments IFRS 9 Financial Instruments which will replace the current IAS 39. The
new standard introduces a business model oriented approach for classification of financial assets, an expected loss model for impairment and a
new general hedge accounting model. IASB is still working on a new requirements related to macro hedge accounting. This work has been
established as a separate project and is expected to be finalized as a new standard at a later point in time.

IFRS 9 is effective from 1 January 2018. The standard was endorsed by the EU in November 2016.

Description of the new rules and the impact to Boligkreditt

Under IFRS 9, financial assets are classified on the basis of the business model adopted for managing the assets and their contractual cash
flow characteristics. Assets held with the objective of collecting contractual cash flows that are solely payments of principal and interest, are
measured at amortised cost. Assets held with the objective of both collecting contractual cash flows and selling, which at the same time have
contractual cash flows that are solely principal and interest, are measured at fair value through other comprehensive income. This results in
assets recognised at fair value in the balance sheet and at amortised cost in the income statement. Other financial assets are measured at fair
value through profit or loss. The option in IAS 39 to designate assets as being held at fair value through profit or loss if certain criteria are
fulfilled has been retained in the new standard. For financial liabilities the requirements are generally unchanged compared to the current IAS 39

As Boligkreditt is a wholly owned subsidiary of DNB Bank ASA the implementation of IFRS 9 for the company is included in the DNB Group
project. The new rules and concepts introduced by IFRS 9 require considerable development of the bank’s models and IT systems. In 2015,
DNB started the process to analyse and identify the need for changing the bank’s models and IT systems as a consequence of implementing
the new rules. This work proceeded in 2016 and will continue in 2017, focusing on implementing and completing chosen solutions, compared to
earlier phases where the main focus was on analyses and mapping. In 2016, DNB established its own project organisation with close
cooperation between Group Finance and Group Risk Management in order to ensure the implementation. This work is divided into separate
sub-projects covering (1) classification and measurement, (2) impairment and (3) the Group’s reporting process and internal control framework,
respectively. The project reports to its own steering committee led by the CFO.

According to prevailing rules, impairment for credit losses shall only be recognised if there is objective evidence of impairment losses due to one
or several events that have taken place after initial recognition (loss event) and the loss event has negative impact on estimated future cash
flows. This model has, in the aftermath of the financial crisis, been criticised for recognising impairments losses too late and with too small
amounts. Impairment provisions according to IFRS 9 shall be measured using an expected loss model, which involves recognising the
underlying credit risk to a larger extent on the reporting date. The impairment rules in IFRS 9 will be applicable to all financial assets measured
at amortised cost or at fair value through other comprehensive income. In addition, loan commitments, financial guarantee contracts and lease
receivables are within the scope of the standard.

The measurement of the provision for expected credit losses on financial assets under IFRS 9 depends on whether the credit risk has increased
significantly since initial recognition. In this assessment, a three-stage approach is introduced. At initial recognition, as well as if the credit risk
has not increased significantly since initial recognition, the provision should equal 12-month expected credit losses (“stage 1”). If the credit risk
has increased significantly, the provision should equal lifetime expected credit losses (“stage 2”). This first dual approach replaces today’s
collective impairment model. For individual impairment there are no significant changes in the rules compared with the current rules. Individual
impairment is from now on referred to as the third stage (“stage 3”).

The business model assessment and the contractual cash flow analysis are close to be completed for Boligkreditt. The company has a “Hold to
collect” business model and the all financial assets, except derivatives, pass the contractual cash flow test. They will then be measured at
amortised cost as under the current IAS 39 rules, while the derivatives are measured at fair value with the changes in fair value recognised in
the comprehensive income statement. Boligkreditt has under IAS 39 utilised the fair value option for fixed-rate loans. The company has not yet
decided whether this choice will be revoked under IFRS 9. The conclusion will be made within first half of 2017.

At present, it is still too early to give a reliable estimate of the expected implementation effect for Boligkreditt. The preliminary expectations are
that the implementation of IFRS 9 will lead to increased provisions for credit loss due to the change from an incurred loss model to an expected
loss model. This implementation effect will reduce Boligkreditt's equity capital at the time of implementation. In addition, increased volatility in
the income statement is expected in period ahead. The impact on capital requirements will depend on the final regulations from the Basel
Committee, including the transitional rules that are expected at implementation. Proposed rules have been issued for consultation, however, no
final version is available.

Important accounting estimates, judgments and assumptions

When preparing the financial statements, management makes estimates, judgment and assumptions that affect the application of the
accounting principles and the carrying amount of assets, liabilities, income and expenses. Estimates and assumptions are subject to continual
evaluation and are based on historical experience and other factors, including expectations of future events that are believed to be probable on
the balance sheet date.

Impairment of loans

Estimates of future cash flows are based on empirical data and management’s judgment of future macroeconomic developments and
developments in the performance of the actual loans, based on the situation at the balance sheet date. When considering impairment of loans,
there will be several elements of uncertainty with respect to the objective identification of impairment, the estimation of amounts and the timing
of future cash flows, including the valuation of collateral.

Individual impairment
When estimating impairment on individual loans both the current and the future financial position of the customer is considered. This includes
the probability of potential restructuring, refinancing and settlement of the pledged asset. An overall assessment of these factors forms the basis
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for estimating future cash flows. The discount period is estimated on an individual basis or based on empirical data about the period it normally
takes to reach a solution to the problems that caused the objective indication of impairment.

Collective impairment

The expected future cash flow is estimated on the basis of expected losses and the anticipated economic situation for the respective group of
loans. Expected losses are based on historical loss experiences for the relevant group. The economic situation is assessed by means of
economic indicators for each group based on external information about the markets. Various parameters are used depending on the group in

question. Key parameters are house prices and production gaps, which give an indication of capacity utilisation in the economy and housing
prices.

Fair value of financial derivatives, bonds and loans to customers

The fair value of financial instruments that are not traded in an active market is determined by using different valuation techniques. The
company considers and chooses techniques and assumptions that as far as possible are based on observable market data representing the
market conditions on the balance sheet date. When measuring financial instruments for which observable market data are not available, the
company makes assumptions regarding what market participants would use as the basis for valuing similar financial instruments. The valuations
require application of significant judgment when calculating liquidity risk, credit risk and volatility among others. Changes in these factors would
affect the estimated fair value of the company’s financial instruments. For more information see note 16 Financial instruments at fair value.
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Note 2 Capitalisation policy and capital adequacy

DNB Boligkreditt is the DNB Group’s vehicle for the issue of covered bonds based on residential mortgages. The primary objectives of the
company’s capital management policy are to ensure that the company complies with externally imposed capital ratios and that the company
maintains strong credit ratings and healthy capital ratios in order to support its business. The new EU capital requirements regulations, called
the CRR/CRD IV regulations, entered into force on 1 January 2014. The CRR/CRD IV regulations entail significantly higher own funds
requirements and new requirements for long-term funding and liquidity reserves. The regulations are intended to apply to all banks and
investment firms within the EEA.

From 30 June 2007, the company has been granted permission to use the Internal Ratings Based (“IRB”) approach for credit risk to calculate
the total risk-weighted assets. However, as long as Norwegian transitional rules relating to full implementation of the IRB approach remain in
force, the total risk-weighted assets cannot be reduced below 80 per cent of the Basel | requirements.

The existing legislation requires a common equity Tier 1 capital ratio of 15.0 per cent and a capital adequacy ratio of 17.0 per cent. This includes
a counter-cyclical capital buffer requirement of 1.5 per cent. The counter-cyclical capital buffer requirement will be increased by 0.5 percentage
points, to 2.0 per cent, as of 31 December 2017. On 1 February 2017, the Board of Directors approved a new capitalisation policy. The policy
sets forth that the common Tier 1 capital ratio shall be at least 16.0 per cent, calculated as the regulatory requirement (as of 31 December 2017
15.5 per cent, including 1.5 per cent of hybrid capital) plus a management buffer of 0.5 per cent.

DNB Boligkreditt, based on its current capital structure, is expected to be further capitalised during the first quarter of 2017 to meet increased
capital requirements as a result of expected lending growth in 2017. The Board of Directors will, on an ongoing basis, evaluate the company’s
capitalisation needs in light of the market development.

The company manages its capital structure and makes adjustments to it in the light of changes in economic conditions and the risk
characteristics of its activities. The main source of capital is the issuing of covered bonds which is part of the long-term plan of financing the
DNB Group. In order to maintain or adjust the capital structure within DNB Boligkreditt in the short run, the company may adjust group
contributions and dividends paid to the DNB Group and issue new shares to the parent.

Capital adequacy
Capital adequacy is reported in accordance with the EU’s new capital adequacy regulations for banks and investment firms (CRD IV/CRR)
under the Basel Il framework.

Valuation rules used in the statutory accounts form the basis for the consolidation, which is subject to special consolidation rules governed by
the Consolidation Regulations. Due to transitional rules, the minimum capital adequacy requirements cannot be reduced below 80 per cent of
the corresponding figure calculated according to the Basel | regulations.

Primary capital DNB Boligkreditt AS
31 Dec. 31 Dec.
Amounts in NOK million 2016 2015
Share capital 3857 3497
Other equity 35735 35 701
Total equity 39 592 39198
Deductions
Expected losses exceeding actual losses, IRB portfolios (1 053) (967)
Value adjustments due to the requirements for prudent valuation (287) (385)
Adjustments for unrealised losses/(gains) on liabilities recorded at fair value 24 (232)
Adjustments for unrealised losses/(gains) arising from the institution's own credit risk related to derivative liabilities 9) )
Allocated group contributions for payment (815) (4 020)
Common Equity Tier 1 capital 37 451 33592
Term subordinated loan capital 4 850 4 850
Tier 2 capital 4 850 4 850
Total eligible primary capital 42 301 38 442
Risk-weighted volume, transitional rules 234 483 221 648
Minimum capital requirement, transitional rules 18 759 17 732
Common Equity Tier 1 capital ratio, transitional rules (%) 16.0 15.2
Capital ratio, transitional rules (%) 18.0 17.3
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Note 2 Capitalisation policy and capital adequacy (continued)

Specification of risk-weighted volume and capital requirements

DNB Boligkreditt AS

Nominal Risk-weighted Capital Capital
exposure EAD Y volume requirements requirements
Amounts in NOK million 31 Dec. 2016 31 Dec. 2016 31 Dec. 2016 31 Dec. 2016 31 Dec. 2015
IRB approach
Corporate 5859 5859 3107 249 262
Retail - residential property 626 437 626 437 135 904 10 872 10 195
Total credit risk, IRB approach 632 296 632 296 139 011 11121 10 457
Standardised approach
Institutions 20 158 17 532 3506 281 501
Corporate 18 020 17 988 6392 511 477
Retail - residential property 14 673 13 490 4783 383 331
Retail - other exposures 447 273 229 18 18
Other assets 162 162 162 13 0
Total credit risk, standardised approach 53 459 49 445 15072 1206 1327
Total credit risk 685 755 681 741 154 082 12 327 11 785
Credit value adjustment risk (CVA) 26 579 2126 2913
Operational risk 10 903 872 1019
Total risk-weighted volume and capital requirements before transitional rules 191 565 15 325 15717
Additional capital requirements according to transitional rules 42 918 3433 2014
Total risk-weighted volume and capital requirements 234 483 18 759 17 732

1) EAD, exposure at default
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Note 3 Risk management

Risk management in DNB Boligkreditt AS

The Board of Directors of DNB ASA has a clearly stated goal to maintain a low risk profile. DNB Boligkreditt AS is part of the DNB Group and a
wholly owned subsidiary of DNB Bank ASA. The profitability of DNB will depend on the Group's ability to identify, manage and accurately price
risk arising in connection with financial services.

Organisation and authorisation structure

Board of Directors. The Board of Directors of DNB Boligkreditt sets long-term targets for the company's risk profile which are harmonised
with the Group's risk targets. The risk profile is operationalised through the risk management framework, including the establishment of
authorisations.

Authorisations. Authorisations must be in place for the extension of credit and for position and trading limits in all critical financial areas. All
authorisations are personal. Authorisations and company limits are determined by the Board of Directors and can be delegated in the
organisation. According to the management agreement dated 18 December 2015, credit authorisations have been granted to DNB Bank.

Annual review of limits. Risk limits are reviewed at least annually in connection with budget and planning processes.

Independent risk management functions. Risk management functions and the development of risk management tools are undertaken by
units that are independent of operations in the individual business areas in DNB Bank.

Monitoring and use

Accountability. All executives are responsible for risk within their own area of responsibility and must consequently be fully updated on the
risk situation at all times.

Risk reporting. Risk reporting in the DNB Group ensures that all executives have the necessary information about current risk levels and
future developments. To ensure high-quality, independent risk reports, responsibility for reporting is assigned to units that are independent
of the operational units.

Capital assessment. A summary and analysis of the company's capital and risk situation is presented in a special risk report to the Board of
Directors of DNB Boligkreditt.

Use of risk information. Risk is an integral part of the management and monitoring of business operations.

Risk categories in DNB Boligkreditt AS

For risk management purposes, DNB Boligkreditt distinguishes between the following risk categories:

Credit risk is the risk of losses due to failure on the part of the company's counterparties/customers to meet their payment obligations.
Credit risk refers to all claims against counterparties/customers, mainly loans. The company's credit risk is considered to be low as all
loans in the cover pool, cf. requirements in the Financial Institutions Act, are residential mortgages secured within 75 per cent of appraised
value. Note 4 contains an assessment of the company's credit risk at year-end 2015 and 2016.

Market risk arises as a consequence of open positions in foreign exchange and interest rate. Note 6 contains an assessment of the
company’s market risk at year-end 2015 and 2016.

Basis risk is the risk associated with imperfect hedging. The company enters into basis swaps to manage foreign currency risk and interest
rate risk from it's long-term borrowing in foreign currencies. Basis risk arises from differences between the underlying position whose price
is to be hedged and the asset underlying the derivative or due to a mismatch between the expiration date of the derivative and the actual
selling date of the underlying position. Basis risk may occur because of mismatches in start date, expiration date, place of delivery, quality,
pro/cons regarding the stock of underlying instrument, credit risk or offer- and demand effects.

Liquidity risk is the risk that the company will be unable to meet its payment obligations. The company's liquidity risk is considered to be
insignificant and well within legal requirements and requirements set by the rating agencies. Note 8 contains an assessment of the com-
pany's liquidity risk at year-end 2015 and 2016.

Operational risk is the risk of losses due to deficiencies or errors in processes and systems, errors made by employees or external events.
Business risk is the risk of losses due to external factors such as the market situation or government regulations. This risk category also
includes reputational risk. Decline in housing prices is a business risk related to the residential mortgage portfolio, as well as stricter rules
from the Financial Supervisory Authority for loan-to-value ratios, liquidity calculations and the basis for approving home equity credit lines
and interest-only periods.

The DNB Group uses a total risk model to quantify risk and calculates risk-adjusted capital requirements for individual risk categories and for the
Group's overall risk in the business areas, including the individual group subsidiaries. Risk-adjusted capital requirements should cover
unexpected losses which may occur in operations in exceptional circumstances. Quantifications are based on statistical probability calculations
for the various risk categories, using historical data.

DNB Boligkreditt uses financial derivatives as part of risk management to handle currency and interest rate risk. The company primarily uses
interest rate and currency swaps as hedging instruments. The company uses interest rate and currency swaps to hedge all foreign currency
positions. Interest rate flows relating to both borrowings and loans are swapped to short-term fixed interest. The total interest rate risk is
insignificant.

For the long-term borrowing in foreign currencies, DNB Boligkreditt typically enters into basis swaps to convert the foreign currency into
Norwegian kroner.The payment of interest will thus be in Norwegian kroner based on a swap curve, which may have been reduced or increased
by a margin (spread), and the company will receive interest in the foreign currency in return. Such risk premiums, nhamed basis swap spreads,
vary significantly on a day-to-day basis, and thus cause volatility in the income statement. This risk cannot be reduced through accepted
hedging techniques. However, as the contracts are generally hold to maturity, these effects will be balanced out over time.
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Note 4 Credit risk

Credit risk is the risk that the company will incur a loss because its customers or counterparties fail to meet their contractual obligations. Credit
risk arises from loans and loan commitments as well as from derivatives. The maximum exposure to credit risk, according to IFRS, is the gross
carrying amount of the assets, net of any amounts offset in accordance with the standards and net of any recognised impairment losses. In
addition, certain off-balance sheet items such as loan commitments represent credit risk. The maximum exposure of loan commitments is the
irrevocable amount that may be drawn upon in the future.

DNB Boligkreditt has adopted the credit risk policies as set by the DNB Group. The group manages and controls credit risk by setting limits on
the amount of risk it is willing to accept for individual counterparties, and by monitoring exposures in relation to such limits. Collateral are taken
to manage credit risk in the loan portfolios. According to the “Agreement relating to transfer of loan portfolio between DNB Bank ASA and DNB
Boligkreditt AS”, the day to day monitoring of the loans are managed by DNB Bank on behalf of DNB Boligkreditt.

Credit risk exposure and classification
DNB'’s risk classification system is based on the probability of default (PD) which is an estimate of the likelihood of a counterparty defaulting on
its contractual obligations.

DNB's risk classification " Probability of default
(per cent) External rating
Risk class As from Up to Moody's Standard & Poor's
1 0.01 0.10 Aaa - A3 AAA - A-
2 0.10 0.25 Baal - Baa2 BBB+ - BBB
3 0.25 0.50 Baa3 BBB-
4 0.50 0.75 Bal BB+
5 0.75 1.25 Ba2 BB
6 1.25 2.00
7 2.00 3.00 Ba3 BB-
8 3.00 5.00 B1 B+
9 5.00 8.00 B2 B
10 8.00 impaired B3, Caa/C B-, CCC/C

1) DNB's risk classification system, where 1 represents the lowest risk and 10 the highest risk.

Collateral and other risk-mitigating measures

DNB Boligkreditt's majority of credit risk is related to loans to customers with collateral security in residential property, holiday homes and
housing associations. DNB Boligkreditt acquires the loans from DNB Bank. The loans are originally granted to customers by DNB Bank, based
on the groups policies and limits. At the time of transfer of loan portfolios from DNB Bank to DNB Boligkreditt, only loans that qualify as collateral
for the issue of covered bonds according to the Financial Institutions Act, are accepted by the company. For all these loans, a mortgage over the
property is taken and the value of the total loan balance per property should not exceed 75 per cent of the total value of the property. The
collateral value is monitored on an ongoing basis.

As a result, the collateral value per 31 December 2016 exceeds the total loan balance per property with a margin. Total loan balance by year-
end 2016 was NOK 603 165 million.

Loans and commitments according to risk classification
In the table below, all loans to customers and undrawn commitments are presented per risk class. The amounts are based on the nominal
amounts before adjustments for impairments, accrued interest and fair value changes.

Loans for which payments are overdue with more than 90 days are considered non-performing and transferred to “Non-performing loans”.
Loans that are overdue less than 90 days are not considered non-performing, but are subject to monitoring. See table and further description of
“Past due loans not subject to impairment”, below.

Loans and commitments according to risk classification DNB Boligkreditt AS
Undrawn limits  Total loans and
Amounts in NOK million Gross loans (committed) commitments
Risk category based on probability of default
1-4 446 343 46 262 492 605
5-7 106 508 6 559 113 067
8-10 9318 338 9 656
Non-performing and impaired loans and commitments 900 900
Total loans and commitments as at 31 December 2015 563 069 53 160 616 228
Risk category based on probability of default
1-4 482 174 54 788 536 962
5-7 112 707 7533 120 240
8-10 6424 194 6618
Non-performing and impaired loans and commitments 878 36 914
Total loans and commitments as at 31 December 2016 602 183 62 551 664 734
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Note 4 Credit risk (continued)

Loan-loss level ? 2016 2015

Normalised losses including loss of interest income in per cent of net loans 0.06 0.06

1) The calculation of the loan-loss level is based on an evaluation of the probability of future losses (default frequency), exposure at default and the size of the
estimated loss (loss ratio). Calculations are based on a certain level of discretion and estimation.

Past due loans not subject to impairment

The table below shows the amount of loans that are overdue by number of days overdue. Late payments due to delays in payment transfers are
not considered past due. Past due loans are subject to continual monitoring and assessed for impairment if a deterioration of customer solvency
is probable or if other objective evidences of impairment are identified. Past due loans subject to impairment are not included in the table.

DNB Boligkreditt AS

31 December 2016 31 December 2015
Outstanding Outstanding
Past due/ balance on Past due/ balance on
Amounts in NOK million overdrawn past due loans overdrawn past due loans
10-29 days 30 5038 30 4775
30-59 days 3 692 27 656
60-89 days 2 187 10 173
> 90 days 1 32 21 665
Total 36 5949 87 6270

Loans at fair value
Loans to customers with fixed interest rates are measured at fair value. The maximum credit risk exposure for such loans per 31 December
2016 amounted to its carrying balance sheet amount of NOK 51 billion (NOK 58 billion in 2015).

Current and cumulative changes in the fair value of loans attributable to changes in credit risk are only calculated for those loans outstanding on
the balance sheet date.

Loans and deposits designated as at fair value 2 DNB Boligkreditt AS
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Loans and deposits designated as at fair value 51 438 57771
Total exposure to credit risk 51 438 57771
Value adjustment from credit risk 2 36 53
Value adjustment from change in credit risk 2 an (11)

1) In November 2016, a portfolio of home mortgages amounting to approximately NOK 5 billion was sold from DNB Boligkreditt AS to DNB Livforsikring AS.
2) Credit risk reflected in fair value measurements is based on normalised losses and changes in normalised losses in the relevant portfolio.

For further details on the loans and collateral security, see note 5 Loans to customers.

Effects of changes in credit margins

In the long term funding markets, there was a healthy supply of capital in 2016. There was a general drop in margins for Scandinavian issuers,
for both covered bonds and ordinary senior debt. Unrest, as a result of Brexit and the US election, did not turn out to have a significant impact
on the funding markets. In the first half of 2016 the activity level was high, while issuance volume and spreads were lower in the second half.
DNB Boligkreditt had good access to long-term funding throughout 2016.

DNB Boligkreditt’s long-term borrowings in Norwegian kroner are carried at fair value through profit or loss. Margin requirements decreased in
2016: At end-December 2016, there were unrealised losses of NOK 192 million on long-term borrowings, compared with unrealised gains of
NOK 361 million at year-end 2015. Unrealised gains and losses on DNB Boligkreditt’s liabilities will be reversed over the remaining term to
maturity.

DNB Boligkreditt’s fixed-rate loans are carried at fair value through profit or loss. Unrealised losses resulting from changes in margin
requirements, measured relative to swap rates on these loans, came to NOK 49 million at year-end 2016, compared with unrealised losses of
NOK 433 million at end-December 2015. The unrealised losses will be reversed over the remaining term to maturity, provided that there are no
changes in the credit status of the loans.
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Note 5 Loans to customers

Loans to customers comprise mainly of mortgage loans with collateral taken in residential properties. Most loans are performing well, collateral
quality is considered good and historical losses are very low. Loans to customers at year-end, including accrued interest, totalled NOK 603.2
billion (NOK 564.7 billion in 2015). Nominal values were NOK 602.2 billion (NOK 563.1 billion in 2015) of which the majority of the loans are at

floating interest rate (91.6 per cent 2016 and 90.0 per cent in 2015).

DNB Boligkreditt AS

Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Loans at amortised cost:

Loans to customers at amortised cost, nominal amount 551 317 506 576
— Individual impairments (39) (46)
Loans to customers, after individual impairment 551 278 506 531
+ Accrued interest 555 583
— Individual impairments on accrued interest (34) (42)
Loans to customers, at amortised cost 551 800 507 072
Loans at fair value:

Loans to customers at fair value, nominal amount 50 866 56 492
— Individual impairments 1)
Loans to customers, after individual impairment 50 866 56 492
+ Accrued interest 78 95
+ Adjustment to fair value 495 1184
Loans to customers, at fair value 51 438 57 770
— Collective impairments (72) (96)
Total loans to customers 603 165 564 746

Impairments of loans to customers

DNB Boligkreditt AS

Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Individual impairments (39) 47)
Individual impairments of accrued interest (34) (42)
Collective impairments (72) (96)
Total impairments of loans to customers (146) (185)

Impairment expenses

DNB Boligkreditt AS

Amounts in NOK million 2016 2015
Individual impairments 12) 8)
Collective impairments 2 24 6
Recoveries of previous write-offs 3

Impairment expenses for the year 14 2

1) In November 2016, a portfolio of home mortgages amounting to approximately NOK 5 billion was sold from DNB Boligkreditt to DNB Livsforsikring.
2) Based on the DNB Group'’s calculation model and statistics. Further information about collective impairments can be found in note 1 Accounting principles.

Expected losses, including losses related to interest payments, calculated as a percentage of net loans to customers, was 0.06 per cent for
2016 and 2015. Expected losses are calculated based on the probability of future losses, estimated net exposure at the time of default and

expected losses at time of default (loss ratio).
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Note 5 Loans to customers (continued)

In the table below loans to customers, at nominal value, are listed based on customer address.
DNB Boligkreditt AS
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015

Loans according to geographical location *

Dstfold 35081 33453
Akershus 113713 105 139
Oslo 132 686 117 787
Hedmark 11 924 12197
Oppland 18 873 18 849
Buskerud 36 608 35 236
Vestfold 39 527 37 760
Telemark 13 258 13121
Aust-Agder 8 952 8948
Vest-Agder 10 055 9436
Rogaland 40 155 38 059
Hordaland 47 374 44 011
Sogn og Fjordane 1999 2215
Mgre og Romsdal 9986 9429
Sgr-Trgndelag 24 558 22 555
Nord-Trgndelag 7424 7 544
Nordland 23218 22 365
Troms 16 091 14 528
Finnmark 8 647 8 558
Svalbard 1
Abroad 2053 1877
Total 602 183 563 069

1) The allocation is based on definitions given by Norges Bank and Finanstilsynet (The Financial Supervisory Authority of Norway).
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Note 6 Market risk

Conditions for calculating market risk
Market risk is the risk of losses or reduced future income due to fluctuations in market prices or exchange rates. The risk arises as a
consequence of open positions in foreign exchange and interest rate markets.

Currency risk
DNB Boligkreditt has minimised currency risk through currency swap agreements with DNB Bank.

In accordance with the bank’s policy, positions are monitored on a daily basis and hedging strategies are used to ensure that positions are
maintained within established limits.

The table below indicates the currencies to which the company had significant exposure at 31 December 2016 on issued debt. The analysis
calculates the net effect of a reasonably possible movement of the currency rate against Norwegian kroner, including the effect of currency
swap agreements, with all other variables held constant, on the income statement. A negative amount reflects a potential net reduction in
income, while a positive amount reflects a net potential increase. An equivalent decrease in each of the below currencies against Norwegian
kroner would have resulted in an equivalent but opposite impact.

Currency risk DNB Boligkreditt AS
2016 2015

Change in Effect on Change in Effect on

currency rate pre-tax profits currency rate pre-tax profits

in per cent (NOK million) in per cent (NOK million)

EUR +10 (580) +10 (408)
uUsD +10 +10

CHF +10 (18) +10 (21)

Others +10 (5) +10 ?3)

Interest rate risk

DNB Boligkreditt is exposed to interest rate risk through its ordinary operations. The company's strategy is to swap to short-term fixed interest
on all interest income and interest expenses. Fixed interest on the company's funding is managed through interest rate swaps and is managed
relative to the company's customer loan portfolios.

The Board of Directors sets interest risk limits for various fixed-rate periods. The positions are monitored on a daily basis, and monthly exposure
reports are prepared for the management and for The Board of Directors.

The table below shows net changes in market value (reflected in the statement of comprehensive income) in Norwegian kroner for each 1
percentage point (100 basis points) interest rate adjustment in the company's portfolios of loans, derivatives, bonds and other funding. The
sensitivity analysis shows expected effects in the income statement in connection with a 1 percentage point parallel change in interest rates on
the entire interest curve.

Interest rate risk DNB Boligkreditt AS
Change

in interest Effect on

rate levels in pre-tax profits

basis points (NOK million)

2016 +100 (75)

- 100 75

2015 +100 (22)

- 100 22

Relative to the company's primary capital of NOK 42.3 billion, the company's interest rate risk is considered to be insignificant. In the opinion of
the company's management, the company does not assume greater interest rate risk than what is considered prudent; cf. the requirements in
Article 5 in the regulations on mortgage institutions issuing covered bonds of 25 May 2007.

Basis risk and basis swap spreads

The company is exposed to basis risk, which is a type of market risk associated with imperfect hedging. The company enters into basis swaps
to manage foreign currency risk and interest rate risk from it's long-term borrowing in foreign currencies. DNB Boligkreditt’s basis risk, as a
result of imperfect hedging of positions in foreign currencies, is expected to be low.

The basis swaps are recorded at fair value. There may be significant variations in the value of the basis swaps from day-to-day due to increases
or reductions in the spreads, which causes unrealised gains and losses in the income statement. Gains and losses from such instruments tend
to vary considerably from quarter to quarter and will typically be reversed in subsequent periods due to stabilising markets or because the
maturity dates of the instruments are approaching. Accumulated positive effects from changes in basis swap spreads per year-end 2016 were
NOK 1 850 million (NOK 3 041 million in 2015).
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Note 7 Financial derivatives

General information on application of financial derivatives

Financial derivatives are contracts stipulating financial values in the form of interest rate terms, exchange rates and the value of equity
instruments for specific periods of time or at specific dates. DNB Boligkreditt uses derivatives to manage liquidity and market risk arising from
the company's ordinary operations, hereunder to achieve desired interest rates and foreign exchanges rates according to the risk management
strategy.

DNB Boligkreditt uses swaps, mainly interest rate swaps and cross-currency interest rate swaps, to hedge risk associated with fixed interest rate
funding and lending. Swaps are contracts in which the parties exchange cash flows for a fixed amount over the contractual period. The swaps
used by DNB Boligkreditt are tailor-made to hedge the company's risk. DNB Bank acts as counterparty for all swap contracts. The total interest
rate risk is insignificant.

The table below shows nominal values on financial derivatives according to type of derivative as well as positive and negative market values.
Positive market values are recognised as assets in the balance sheet, whereas negative market values are recognised as liabilities. See note 1
Accounting principles for a more detailed description of measurement of financial derivatives.

DNB Boligkreditt AS

31 December 2016 31 December 2015
Total Positive Negative Total Positive Negative
nominal market market nominal market market
Amounts in NOK million values value value values value value
Interest rate contracts
Swaps 322 575 38 755 1656 371376 26 298 2663
Total interest rate contracts 322 575 38 755 1656 371376 26 298 2663
Foreign exchange contracts
Swaps 336 051 12 072 10 644 374 382 58 285 6987
Total foreign exchange contracts 336 051 12 072 10 644 374 382 58 285 6 987
Total financial derivatives 658 626 50 827 12 300 745 758 84 583 9651
Of which: Applied in hedge accounting 302 058 22 243 1003 331318 25003 225

The company uses cross-currency interest rate swaps to hedge all foreign currency positions. When bonds nominated at fixed interest rates in
foreign currencies are issued, the company also enters into derivative contracts where there is a 1:1 relationship between the bonds and the
relevant derivatives.

DNB Boligkreditt AS
Cross-currency

Debt securities interest rate
Amounts in NOK million issued swaps Net exposure
Currency (nominal amount)
CHF 7198 (7 198)
EUR 291 523 (291 523)
GBP 5886 (5 886)
JPY 369 (369)
SEK 2691 (2 691)
uUsD 28 384 (28 384)
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Note 8 Liquidity risk

Liquidity risk is the risk that the company will encounter difficulty in meeting obligations associated with financial liabilities that are settled by
delivering cash or another financial asset. Liquidity risk arises because of the possibility that the company might be unable to meet its obli-
gations when they fall due.

The Board of Directors sets annual limits for the company's liquidity risk, which means preparing liquidity risk limits, contingency plans,
organisational aspects and responsibilities, forecasts, stress tests, routines for monitoring limit utilisation and compliance with guidelines,
management reporting and independent monitoring of management and control systems.

Covered bonds are the company's primary source of funding. According to Section 11-12 of the Financial Institutions Act, "the mortgage
institution shall ensure that payment flows from the cover assets at all times enable the mortgage institution to meet its payment obligations to
the owners of bonds with preferential rights and counterparties in derivative agreements”. The company's Board of Directors has decided that
the company shall, at all times, have positive cash flows within the next 12 months. In a situation where the net cash flow from the lending and
funding activities is negative, the company had a long-term overdraft facility in DNB Bank ASA with a total limit of NOK 190 billion by end
December 2016, up from 160 billion a year earlier.

According to Section 6 in the regulations on sound liquidity management, “the institution shall analyze the liquidity situation by means of stress
tests, which must be adapted to the scope, complexity and risk of operations. Experience from the stress tests shall be used when the Board of
Directors considers the liquidity strategy and approves liquidity risk limits". As part of liquidity risk management, the company prepares liquidity
stress tests with quarterly reporting to the Board of Directors. Important parameters in the stress tests are developments in non-performing
volume and reductions in housing prices.

From 2016 Q2 DNB Boligkreditt, as a subsidiary of a systemic important institution in Norway, has a regulatory LCR requirement of 100%, which
is fulfilled.

Residual maturity as at 31 December 2016 2 DNB Boligkreditt AS
From From From
Up to 1 month 3 months 1 year Over No fixed

Amounts in NOK million 1 month to 3 months to 1 year to 5 years 5 years maturity Total
Assets

Loans to and deposits with credit institutions 26 657 457 27114
Loans to customers 52 108 637 6 500 595 538 (72) 602 763
Other assets 162 162
Total 26 871 565 637 6 500 595 538 (72) 630 039
Liabilities

Due to credit institutions 172 048 172 048
Debt securities issued 13 624 5516 44 447 275 619 80 165 419 371
Other liabilities 597 597
Subordinated loan capital 857 4 000 4 857
Total 13 624 6113 44 447 448 523 84 165 596 872

Financial derivatives
Financial derivatives, gross settlement

Incoming cashflows 13 645 2081 34177 175 945 109 752 335 600
Outgoing cashflows 15118 2336 38744 180 277 108 293 344 768
Financial derivatives, net settlement 896 887 4 366 16 080 8731 30 960
Total financial derivatives (577) 632 (201) 11 748 10 190 21792

1) Nominal future interest payments in excess of accrued interest are not included on the balance sheet date.
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Note 8 Liquidity risk (continued)

Residual maturity as at 31 December 2015 %

DNB Boligkreditt AS

From From From
Up to 1 month 3 months 1 year Over No fixed
Amounts in NOK million 1 month  to 3 months to 1 year to 5 years 5 years maturity Total
Assets
Loans to and deposits with credit institutions 468 468
Loans to customers 1981 87 616 6 639 554 422 (96) 563 649
Other assets 1 1
Total 2 450 87 616 6 639 554 422 (96) 564 118
Liabilities
Due to credit institutions 113 813 113 813
Debt securities issued 23 808 22 829 34 429 284 849 85 049 450 964
Other liabilities 322 322
Subordinated loan capital 4 857 4 857
Total 23 808 23151 34 429 403 519 85 049 569 956
Financial derivatives
Financial derivatives, gross settlement
Incoming cashflows 19 354 23121 29 683 190 405 117 179 379 742
Outgoing cashflows 18 782 22 093 29 993 177 157 100 011 348 036
Financial derivatives, net settlement 1280 1035 4714 17 905 10 594 35528
Total financial derivatives 1852 2 063 4404 31153 27762 67 234
1) Nominal future interest payments in excess of accrued interest are not included on the balance sheet date.
Note 9 Net interest income
DNB Boligkreditt AS
2016 2015
Recorded Recorded Recorded Recorded
at fair  at amortised at fair  at amortised
Amounts in NOK million value cost Total value cost” Total
Interest on amounts due from credit institutions 38 12 50 12 12
Interest on loans to customers 1760 12 456 14 216 2510 14 841 17 352
Front-end fees etc. 3 3 11 11
Other interest income 217 217 223 223
Total interest income 1798 12 689 14 487 2510 15 087 17 598
Interest on amounts due to credit institutions (2 440) (2 440) (2 280) (2 280)
Interest on debt securities issued (1747) (7 025) (8772) (2172) (8 051) (10 223)
Interest on subordinated loan capital (134) (134) (146) (146)
Net interest income/expenses, derivatives 1560 1560 1659 1659
Total interest expenses (187) (9 598) (9 785) (513) (10 477) (10 990)
Net interest income 1611 3091 4702 1998 4610 6 608

1) Includes hedged items.

Note 10 Net commission and fee income

DNB Boligkreditt AS
Amounts in NOK million 2016 2015
Money transfers (43) (93)
Other commissions and fees 68 65
Commission and fee income 25 (28)
Custodial services 2) 1)
Other commissions and fees 1) 0)
Commission and fee expenses 2) )
Net commission and fee income 23 (30)
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Note 11 Net gains on financial instruments at fair value

DNB Boligkreditt AS

Amounts in NOK million 2016 2015
Net gains on foreign exchange and financial derivatives, trading »® (640) 3290
Financial derivatives, hedging ? (1 458) (4 802)
Financial liabilities, hedged items 1444 4659
Net gains on hedged items (15) (143)
Loans at fair value (fixed-rate loans) 4 (540) (672)
Financial liabilities (long-term borrowing in NOK) 9 (38) 1605
Net gains on financial instruments, designated as at fair value (578) 933
Net gains (losses) on financial instruments at fair value (1233) 4081
1) DNB Boligkreditt enters into swaps to manage interest-rate risk for the fixed-rate loans and bonds issued in Norwegian kroner. Such derivatives are recorded at

fair value. Additionally, the company enters into basis swaps to manage foreign currency risk from DNB Boligkreditt’s long-term borrowing in foreign currencies.
The swaps are entered into at the time of issuing the bonds and are continuously monitored until maturity. Hedge accounting is not used for these economic
hedges. These derivatives are carried at fair value (see footnote 2). There may be significant variations in the value of the basis swaps from day to day, due to
changes in basis swap spreads which are recorded as unrealised gains and losses in the total comprehensive income for the period. For the year 2016 the
effect was a NOK 1 191.3 million decrease in market values (negative effect on profits), compared with a NOK 3 000.1 million increase in market values in 2015
(positive effect on profits). Accumulated positive mark-to-market effects by the end of 2016 were NOK 1 849.7 million, compared with accumulated positive
effects of NOK 3 041.0 million by the end of 2015.

2) All derivatives are measured at fair value. As part of this valuation a credit value adjustment (CVA) and debit value adjustment (DVA) is estimated to incorporate
the counterparty credit risk as well as its own credit risk. For the year 2016 the effect was a NOK 212.2 million in positive value adjustment, compared with NOK
82.6 million in negative value adjustment in 2015. Accumulated negative value adjustment by the end of 2016 was NOK 407.6 million, compared with
accumulated negative value adjustment of NOK 619.7 by the end of 2015.

3) Asfrom 1 January 2014, DNB Boligkreditt uses hedge accounting only for the interest rate component inherent in the long-term borrowings in foreign currency.
With respect to hedged liabilities, the change in fair value of the hedged item is charged to the income statement. Derivatives that are designated as hedging
instruments in hedging relationships are recorded at fair value (see footnote 2). Changes in fair value arising from hedged risk are presented under Financial
derivatives, hedging. Foreign currency borrowing is hedged with swaps ensuring a high correlation between interest rates on the hedged items and the hedging
instruments. In the table, the interest rate exposure of the short leg of the swap, representing a three-month unhedged interest rate exposure, is included in
changes in value of the hedging instrument.

4) DNB Boligkreditt’s fixed-rate loans are measured at fair value. Reduced interest rates, including credit margins, will increase the fair value of already originated
loans. The fair value adjustments of the company’s fixed-rate loans are reversed over the loans’ remaining term to maturity.

5) DNB Boligkreditt’s long-term borrowing in Norwegian kroner is carried at fair value. The market value of such funding is impacted by the interest rate, including
own credit risk premium. Reduced interest rates, including own credit risk premium, will increase the fair value of already issued Norwegian kroner liabilities.
However, new funding issued at lower credit risk premiums will over time lead to decreased interest expenses. The fair value adjustments of the company’s
Norwegian kroner debt are reversed over the loans’ remaining term to maturity. For the year 2016 the effect was NOK 510.4 million increase in market values
(negative effect on profits), compared with a NOK 1 281.2 million decrease in market values in 2015 (positive effect on profits). Accumulated negative mark-to-
market effects by the end of 2016 were NOK 192.3 million, compared with a positive NOK 318.2 million by the end of 2015.

Note 12 Salaries and other personnel expenses

DNB Boligkreditt AS

Amounts in NOK million 2016 2015

Salaries (8) (8)

Employer's national insurance contributions 2 (2

Pension expenses 0 6)

Other personnel expenses (3) 1)

Salaries and other personnel expenses (12) a7

At year-end, DNB Boligkreditt had seven employees calculated on a full-time basis, the same number as a year earlier.

The employees in DNB BK have the same pension benefits as the other employees in the DNB Group.
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Note 13 Taxes

Tax expense on pre-tax operating profit DNB Boligkreditt AS
Amounts in NOK million 2016 2015
Current taxes (8 619)

Changes in deferred taxes 8 322 (975)
Tax expense (297) (975)

Reconciliation of tax expense against nominal tax rate

Amounts in NOK million 2016 2015
Pre-tax operating profit 1111 7 315
Estimated tax expense at nominal tax rate 25 per cent (27 per cent in 2015) (278) (1 975)
Tax effect of changed tax rate for deferred taxes recognised in the balance sheet 1000
EXxcess tax provision previous year (19) 0
Tax expense (297) (975)
Effective tax rate 27% 13%

Income tax on other comprehensive income

Amounts in NOK million 2016 2015
Pensions 0 1
Total income tax on other comprehensive income 0 1

Deferred tax assets/(deferred taxes)

25 per cent deferred tax calculation on all temporary differences (Norway)
Amounts in NOK million 2016 2015

The year's changes in deferred tax assets/(deferred taxes)

Deferred tax assets/(deferred taxes) as at 1 January (8181) (5722)
Changes recorded against profits 8322 (975)
Changes due to group contributions (4 086) (1 485)
Changes recognised against comprehensive income (1) 1
Deferred tax assets/(deferred taxes) as at 31 December (3 946) (8 181)

Deferred tax assets and deferred taxes in the balance sheet relates to the following temporary differences
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015

Deferred taxes

Debt securities issued (4 913) (5 682)
Financial derivatives 8742 17 944
Other financial instruments 124 296
Net pension liabilities (6) (7
Net other taxable temporary differences 1) 0
Tax losses and tax credits carried forward (4 370)
Total deferred taxes 3946 8181

Deferred taxes in the income statement relates to the temporary differences

Amounts in NOK million 2016 2015
Debt securities issued (769) (1 758)
Financial derivatives 9202 1880
Other financial instruments 172 422
Pensions Q) 0
Other temporary differences 1 0
Tax losses and tax credits carried forward (283) (1519)
Deferred tax expense 8 322 (975)

1) A significant share of the financial instruments are carried at fair value in the accounts, while for tax purposes, the same instruments are recorded on an accrual
basis in accordance with the realisation principle. This gives rise to large differences between net results stated in the accounts and profits computed for tax
purposes for the individual accounting years, especially in years with significant fluctuations in interest rate levels and exchange rates. These differences are
offset in the longer term.

DNB Boligkreditt has proposed NOK 1 086 million to be provided as group contribution with tax effect to DNB Bank ASA (NOK 815 million after
tax). Group contributions will be recognized in DNB Boligkreditt’s financial statements in 2017 and will thus not be included in the company’s
balance sheet at 31 December 2016.
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Note 14 Classification of financial instruments

As at 31 December 2016 DNB Boligkreditt AS

Financial instruments Financial Financial

at fair value derivatives instruments

through profit and loss designated carried at

Designated as as hedging amortised
Amounts in NOK million Trading at fair value instruments cost Total
Due from credit institutions 26 237 872 27 110
Loans to customers 51 438 551 727 603 165
Financial derivatives 28 584 22 243 50 827
Other assets 162 162
Total financial assets 54 821 51 438 22 243 552 761 681 264
Due to credit institutions 172 048 172 048
Financial derivatives 11 297 1003 12 300
Debt securities issued 81579 357 493 439 072
Other liabilities 569 569
Subordinated loan capital 4 857 4 857
Total financial liabilities ? 11 297 81579 1003 534 967 628 846

1) Debt securities issued which are subject to hedge accounting are classified as liabilities carried at amortised cost.
2) Contractual obligations of financial liabilities designated as at fair value totalled NOK 80 111 million.

As at 31 December 2015

DNB Boligkreditt AS

Financial instruments Financial Financial

at fair value derivatives instruments

through profit and loss designated carried at

Designated as as hedging amortised
Amounts in NOK million Trading at fair value instruments cost Total
Due from credit institutions 468 468
Loans to customers 57 771 506 975 564 746
Financial derivatives 59 580 25003 84 583
Other assets 1 1
Total financial assets 59 580 57771 25 003 507 444 649 797
Due to credit institutions 113 813 113 813
Financial derivatives 9426 225 9651
Debt securities issued 73 955 399 790 473 745
Other liabilities 322 322
Subordinated loan capital 4 857 4 857
Total financial liabilities ? 9426 73 955 225 518 782 602 388

1) Debt securities issued which are subject to hedge accounting are classified as liabilities carried at amortised cost.
2) Contractual obligations of financial liabilities designated as at fair value totalled NOK 72 525 million.
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Note 15 Fair value of financial instruments at amortised cost

31 December 2016

DNB Boligkreditt AS
31 December 2015

Carrying Fair Carrying Fair
Amounts in NOK million amount value amount value
Due from credit institutions 872 872 468 468
Loans to customers 551 727 551 727 506 975 506 975
Total financial assets 552 599 552 599 507 442 507 442
Due to credit institutions 172 048 172 048 113813 113813
Debt securities issued 357 493 360 674 399 790 401 328
Subordinated loan capital 4 857 4 869 4 857 4 868
Total financial liabilities 534 398 537 591 518 460 520 010

Valuation based
on quoted prices

Valuation based

Valuation based
on inputs other

DNB Boligkreditt AS

in an active on observable  than observable
market market data market data

Amounts in NOK million Level 1 Level 2 Level 3 Total
Assets as at 31 December 2016
Due from credit institutions 872 872
Loans to customers 551 727 551 727
Liabilities as at 31 December 2016
Due to credit institutions 172 048 172 048
Debt securities issued 360 674 360 674
Subordinated loan capital 4 869 4 869

Financial instruments at amortised cost
Most assets and liabilities in the DNB Boligkreditt's balance sheet are carried at amortised cost.

Amortised cost is the historical cost of the asset or liability at initial recognition, adjusted for repayments of principal, amortisations based on the
effective interest rate method and impairments. The value is not based on current market conditions, but rather accounted for based on the
originally agreed terms, so in general there will be a difference between the amortised cost value and market value.

The difference is mainly related to changes in interest rates and credit risk. Fair value includes both positive and negative value changes in
interest- and credit risk while amortised cost is not adjusted for positive value changes and only to some extent adjusted for negative value

changes through impairment.

The table shows estimated fair values of items carried at amortised cost. Values are measured based on the valuation methods described in

note 16 Financial instruments at fair value.

Due from credit institutions and loans to customers

For floating rate loans to customers, the interest rates and margins are changed when the market rates change. The customers have to be
notified of all changes in advance of the changes being put into effect, so there is a short period of time where the terms of the loans diverge
from market rates. However this delay in timing is considered to have an immaterial effect to the total value of the loans hence the carrying

value of these loans are considered to be a relevant measure for fair value.

Due to credit institutions, debt securities issued and subordinated loan capital
Debt securities issued that are carried at amortised cost are subject to hedge accounting of its interest rate risk. The hedge relationships
between the bonds and their designated interest rate swaps are considered to be effective and accounted for as fair value hedges. The
amortised cost value is adjusted by the fair value change of the hedged risk. However, changes in credit risk are not accounted for.

Subordinated loan capital is at floating interest rates and carried at amortised cost. Loans due to credit institutions are mainly at floating interest
rates and carried at amortised cost, which is considered not to diverge significantly from fair value.
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Note 16 Financial instruments at fair value

Valuation based
on quoted prices

Valuation based

DNB Boligkreditt AS

Valuation based
on inputs other

in an active on observable than observable
market market data market data

Amounts in NOK million Level 1 Level 2 Level 3 Total
Assets as at 31 December 2016
Due from credit institutions 26 237 26 237
Loans to customers 51 438 51 438
Financial derivatives 50 827 50 827
Liabilities as at 31 December 2016
Debt securities issued 81579 81579
Financial derivatives 12 300 12 300
Assets as at 31 December 2015
Loans to customers 57 771 57 771
Financial derivatives 84 583 84 583
Liabilities as at 31 December 2015
Debt securities issued 73 955 73 955
Financial derivatives 9651 9651

The levels
The company uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation technique:

Level 1
Valuation based on quoted, unadjusted prices in active markets for identical assets and liabilities. DNB Boligkreditt has no financial instruments
in this category.

Level 2
Other techniques for which all inputs that have a significant effect on the recorded fair value are observable, either directly or indirectly.

Valuation of interest rate swaps and currency swaps is based on level 2 techniques. The valuation is based on swap curves that are based on
observable market prices. Credit risk is considered to have an insignificant effect on the fair value.

Debt securities issued in Norwegian kroner are also measured at fair value based on level 2 techniques. The valuation of the bonds is primarily
based on observable market data in the form of interest rate curves and credit margins.

Level 3

Techniques for which inputs that have a significant effect on the recognised fair value are not based on observable market data. Gains or
losses, that occur when the estimated fair value is different from the transaction price (day-one gain/loss) has not had significant impact to the
financial statement neither for 2016 or 2015.

Loans consist primarily of fixed-rate loans in Norwegian kroner. The value of fixed-rate loans is determined by discounting agreed cash flows
over the term of the loan, using a discount factor adjusted for margin requirements. The discount factor used has as a starting point a swap rate
based on a duration equal to the average remaining lock-in period for the relevant fixed-rate loans. The assumptions underlying the calculation
of the margin requirement are based on a review of the market conditions on the balance sheet date and on an assessment of the deliberations
made by external investors when investing in a corresponding portfolio.

Financial instruments at fair value, level 3 DNB Boligkreditt AS

Loans to
Amounts in NOK million customers
Carrying amount as at 31 December 2014 63 927
Net gains on financial instruments (698)
Additions/purchases 30 290
Sales (20 278)
Settled (15 471)
Carrying amount as at 31 December 2015 57 771
Net gains on financial instruments (557)
Additions/purchases 11 877
Sales ! (5 469)
Settled (12 183)
Carrying amount as at 31 December 2016 ? 51 438

1) In November 2016, a portfolio of home mortgages amounting to approximately NOK 5 billion was sold from DNB Boligkreditt to DNB Livsforsikring.
2) Accumulated fair value adjustments on loans to customers in level 3 were NOK 495 million at 31 December 2016.
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Note 17 Offsetting

DNB Boligkreditt AS enters into interest rate swaps and cross-currency swaps with DNB Bank to hedge interest rate risk and currency risk
associated with funding and lending operations. All swap contracts are covered by master netting agreements that give right to offset financial
assets and financial liabilities arising from the derivative exposure. Additionally, DNB Boligkreditt enters into reverse repurchasing agreements
(reverse repos) with the bank as counterparty. The purpose of the reverse repos is to fulfill the company’s requirements under the Liquidity
Coverage Ratio (LCR) regulations. The value of the repos amounted to NOK 26.2 billion at end-December 2016, recognised as “Due from credit
institutions” in the financial statements.

The table below presents the potential effects of DNB Boligkreditt's netting arrangements on financial assets and financial liabilities.

DNB Boligkreditt AS

Amounts
offset in the Amounts
statement after
Gross of financial Carrying Netting Other possible
Amounts in NOK million amount position amount agreements collateral netting
Assets as at 31 December 2016
Due from credit institutions 26 236 26 236 26 236
Financial derivatives 50 827 50 827 12 300 38 527
Liabilities as at 31 December 2016
Financial derivatives 12 300 12 300 12 300
DNB Boligkreditt AS
Amounts
offset in the Amounts
statement after
Gross of financial Carrying Netting Other possible
Amounts in NOK million amount position amount agreements collateral netting
Assets as at 31 December 2015
Due from credit institutions
Financial derivatives 84 583 84 583 9651 74 932
Liabilities as at 31 December 2015
Financial derivatives 9 651 9651 9651
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Note 18 Debt securities issued

Debt securities issued

DNB Boligkreditt AS

Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Bond debt, nominal amount 415 791 446 362
Adjustments 23 282 27 383
Total debt securities issued 439 072 473 745

Changes in debt securities issued

DNB Boligkreditt AS

Matured/ Exchange rate Other
Balance sheet Issued redeemed movements adjustments Balance sheet
Amounts in NOK million 31 Dec. 2016 2016 2016 2016 2016 31 Dec. 2015
Bond debt, nominal amount 415 791 64 045 (76 464) (18 152) 446 362
Adjustments 23282 (4 101) 27 383
Total debt securities issued 439 072 64 045 (76 464) (18 152) (4 101) 473 745
Maturity of debt securities issued DNB Boligkreditt AS
Foreign
Amounts in NOK million NOK currency Total
2017 10 690 49 317 60 007
2018 13 450 56 588 70 038
2019 16 600 39535 56 135
2020 19 000 34 165 53 165
2021 14 500 46 930 61 430
2022 4000 30 852 34 852
2023 and later 1500 78 665 80 165
Total bond debt 79 740 336 051 415 791
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Note 18 Debt securities issued (continued)

Debt securities issued - matured/redeemed during the period DNB Boligkreditt AS
Matured/
Amounts in NOK million redeemed Remaining nominal amount
ISIN Code Currency amount Interest Issued Matured 31 Dec. 2016 31 Dec. 2015
CH0034696259 CHF 2217 Fixed 2007 2016 Matured 2217
XS0686489393 EUR 624 Floating 2011 2016 Matured 624
XS0691355282 EUR 19 206 Fixed 2011 2016 Matured 19 206
CHO0039334104 CHF 1773 Fixed 2008 2016 Matured 1773
Private EUR 192 Fixed 2008 2016 Matured 192
Private EUR 288 Fixed 2010 2016 Matured 288
NO0010495575 NOK 5740 Floating 2010 2016 Matured 5740
Private EUR 48 Fixed 2011 2016 Called 48
XS0618702962 EUR 480 Floating 2011 2016 Matured 480
AUOOOODBNHAL AUD 3860 Fixed 2011 2016 Matured 3860
XS0576372691 EUR 19 206 Fixed 2011 2016 Matured 19 206
XS0589651388 EUR 240 Floating 2011 2016 Matured 240
XS0596703875 EUR 2881 Floating 2011 2016 Matured 2881
XS0596703875 EUR 1921 Floating 2011 2016 Matured 1921
XS0596703875 EUR 192 Floating 2011 2016 Matured 192
XS0609014575 Usb 17 596 Fixed 2011 2016 Matured 17 596
Total debt securities issued, nominal value 76 464 76 464
Cover pool DNB Boligkreditt AS
Amounts in NOK million 31 Dec. 2016 31 Dec. 2015
Pool of eligible loans 599 579 561 517
Market value of eligible derivatives 38 527 74 932
Total collateralised assets 638 106 636 449
Debt securities issued, carrying value 439 072 473 745
Less valuation changes attributable to changes in credit risk on debt carried at fair value (192) 361
Debt securities issued, valued according to regulation B 438 880 474 106
Collateralisation (per cent) 145.4 134.2

1) The debt securities issued are bonds with preferred rights in the appurtenant cover pool. The composition and calculation of values in the cover pool are defined
in Sections 11-8 and 11-11 of the Financial Institutions Act with appurtenant regulations.
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Note 19

Subordinated loan capital

DNB Boligkreditt AS

Issue Maturity
Amounts in NOK million Currency Nominal Interest rate date date 31 Dec. 2016 31 Dec. 2015
Term subordinated loan capital NOK 850 3 month Nibor + 400 bp 2009 2019 850 850
Term subordinated loan capital NOK 4000 3 month Nibor + 170 bp 2013 2023 4000 4000
Accrued interest 7 7
Total 4 857 4 857
Note 20 Remunerations
DNB Boligkreditt AS
Benefits
Fixed annual in kind Total
salaryas Remunera- Paid Bonus and other  remunera- Loans as Accrued
at 31 Dec. tion earned salaries earned benefits  tion earned at 31 Dec. pension
Amounts in NOK 1000 2016 in 2016 2016 in 2016 in 2016 in 2016 2016 expenses "
The Board of Directors
Bjorn Erik Naess 2 3880 4071 1520 234 5825 956 5224
Jorn E. Pedersen 181 969 1150 36
Eva-Lill Strandskogen 1220 1251 20 151 1423 6373 352
Per Sagbakken, CEO 1832 1881 184 165 2231 3111 519

1) Accrued pension expenses include pension rights earned during the year (service cost). The calculation of pension entitlements is based on the same economic
and actuarial assumptions as those used in note 25 Pensions in the annual report 2016 for the DNB Group. Pension expenses for 2016 do not include the effect

of the pension scheme conversion.
2) Bonus earned in 2016 will be paid in 2017.

Loans to senior executives and board members are granted at general terms applicable to all of the Group's employees.

Remunerations to the chief executive officer, as well as “Remuneration earned in 2016” are paid by DNB Boligkreditt. The cost is charged
proportionate to the time spent in the DNB Boligkreditt and DNB Neeringskreditt. Remunerations to other members are charged DNB Bank ASA.

DNB Boligkreditt has no contractual obligations to give the chief executive officer, members of the board or others special compensation in case
of changes in conditions of employment. Nor has the company contractual obligations to offer bonuses, profit sharing arrangements or options
benefiting the chief executive officer, the Board of Directors or others. For 2016, all of the Group's employees will receive a bonus of

NOK 20 000. The bonus will be paid in 2017.

Remuneration to the statutory auditor

DNB Boligkreditt AS

Amounts in NOK 1000, excluding VAT 2016 2015
Statutory audit (791) 777)
Other certification services (714) (1 036)
Total remuneration to the statutory auditor (1 505) (1813)

1) Of this, the remuneration to the independent investigator, pursuant to Section 11-14 of the Financial Institutions Act, represents NOK 267 000 in 2016.
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Note 21 Information on related parties

DNB Boligkreditt AS is a subsidiary within the DNB Group. During the year many transactions, mostly related to the ordinary course of business,
take place between DNB Boligkreditt and other group entities. All transactions are at market terms.

Transactions with related parties DNB Boligkreditt AS
Amounts in NOK million 2016 2015
Assets

Loans to and deposits with credit institutions 27 114 468
Financial derivatives 50 827 84 583
Liabilities

Loans due to credit institutions 172 048 113813
Subordinated loan capital 4 857 4 857
Financial derivatives 12 300 9651
Debt securities issued 8 955 7996
Other liabilities 113 139
Income and expenses

Interest income 49 12
Interest expenses (1 604) (1677)
Commissions payable ) 1)
Net gains on financial instruments at fair value (1 458) (2 028)
Fee income 3 3
Fee expenses (2372) (3 310)

Major transactions with related parties

DNB Bank ASA

DNB Bank ASA (the bank) is the parent of DNB Boligkreditt. As part of ordinary business transactions, a large number of banking transactions
are entered into between DNB Boligkreditt and the bank, including loans, deposits and financial derivatives used in currency and interest rate
risk management. All transactions are carried out at market terms and are regulated in the "Agreement relating to transfer of loan portfolio
between DNB Bank ASA and DNB Boligkreditt AS” (the transfer agreement) and the "Contract concerning purchase of management services”
(the management agreement).

The transfer agreement regulates the transfer of loan portfolios qualifying as collateral for the issue of covered bonds. During 2016 portfolios of
NOK 19.8 billion (NOK 23.2 billion in 2015) were transferred from the bank to DNB Boligkreditt.

Pursuant to the management agreement, DNB Boligkreditt purchases services from the bank, including administration, bank production,
distribution, customer contact, IT operations, financial and liquidity management. DNB Boligkreditt pays an annual management fee for these
services based on the lending volume under management and the achieved lending spreads. The management fee paid is recognised as “Other
expenses” in the statement of comprehensive income and amounted to NOK 2 328 million in 2016 (NOK 3 267 million in 2015).

In the balance sheet “Due from credit institutions” and “Due to credit institutions” are solely outstandings with DNB Bank. All derivative contracts
are with DNB Bank as counterparty. At year-end 2016, the bank had invested NOK 9.0 billion in covered bonds issued by DNB Boligkreditt
(NOK 8.0 hillion in 2015).

In the fourth quarter of 2013, DNB Boligkreditt entered into a "Revolving Credit Facility Agreement (RCF)" with DNB Bank ASA. Subject to the
terms of this RCF, DNB Bank makes available to DNB Boligkreditt a revolving credit facility at all times equal to DNB Boligkreditt's payment
obligations in NOK for the next 12 months in respect of issued Covered Bonds and related derivative hedge agreements. DNB Boligkreditt shall
apply all amounts borrowed by it under the RCF towards payments under Covered Bonds and related derivative contracts entered into for
hedging purposes for those Covered Bonds. DNB Boligkreditt may not make use of the RCF for the fulfillment of payment obligations related to
the ordinary (re-) purchase of Covered Bonds (if any), or to derivative agreements related to such Covered Bonds. The obligations of DNB Bank
towards DNB Boligkreditt under the RCF do not constitute a guarantee in respect of amounts due and payable under the Covered Bonds. The
agreement was cancelled on DNB Boligkreditt’s initiative in the second quarter of 2016.

In 2016 DNB Boligkreditt entered into reverse repurchasing agreements (reverse repos) with the bank as counterparty. The value of the repos
amounted to NOK 26.2 billion at end-December 2016.

The company has a long-term overdraft facility in DNB Bank ASA. In the fourth quarter of 2016 the limit of the overdraft facility was increased
from NOK 160 billion to NOK 190 billion.

DNB Livforsikring AS

As part of the company's ordinary investment activity, DNB Livforsikring has subscribed for covered bonds issued by DNB Boligkreditt. At year-
end 2016, DNB Livforsikring’s holding of listed DNB Boligkreditt bonds was valued at NOK 1.9 billion (NOK 1.9 billion in 2015).

In November 2016, a portfolio of residential mortgages amounting to approximately NOK 5 billion was sold from DNB Boligkreditt to DNB
Livsforsikring AS (NOK 20 billion in 2015).

DNB Neeringskreditt AS
DNB Neeringskreditt has no employees and purchases administrative services from DNB Boligkreditt. The fee received for such services is
recognised as “Other income” in the income statement and amounted to NOK 3.1 million for 2016 (NOK 3.1 million in 2015).

Group contributions
The Board of Directors proposes to provide NOK 814.9 million (pre-tax NOK 1 086.5 million) as group contribution.
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Statement

Pursuant to Section 5-5 of the Securities Trading Act

We hereby confirm that the annual accounts for the company for 2016 to the best of our knowledge have been prepared in accordance with
applicable accounting standards and give a true and fair view of the assets, liabilities, financial position and profit or loss of the company taken
as a whole.

The directors' report gives a true and fair view of the development and performance of the business and the company, as well as a description
of the principal risks and uncertainties facing the company.

Oslo, 9 March 2017
The Board of Directors of DNB Boligkreditt AS

“ b E Ve oDy —

Kjerstin R. Braathen Jorn E. Pedersen Eva-Lill Strandskogen

(chairman)
02 0~

Per Sagbakken
(chief executive officer)
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INDEPENDENT AUDITOR’S REPORT

To the Annual Shareholders' Meeting of DNB Boligkreditt AS

Report on the audit of the financial statements

Opinion

We have audited the accompanying financial statements of DNB Boligkreditt AS, which comprise the
balance sheet as at 31 December 2016, comprehensive income statement, cash flow statement and
statement of changes in equity for the year then ended and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the financial statements of DNB Boligkreditt AS have been prepared in accordance with
laws and regulations and present fairly, in all material respects, the financial position of the Company as
at 31 December 2016 and its financial performance for the year then ended in accordance with
International Financial Reporting Standards as adopted by the EU.

Basis for opinion

We conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the financial
statements section of our report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in Norway, and we have fulfilled our
ethical responsibilities as required by law and regulations. We have also complied with our other ethical
obligations in accordance with these requirements. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. For each matter below, our description of how our audit addressed the
matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the financial
statements section of our report, including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the risks of material misstatement
of the financial statements. The results of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on the financial statements.

Valuation of Financial Instruments

Unlisted or illiquid financial instruments measured at fair value are valued based on models that use
assumptions that are not observable in the market place. The valuation of these instruments therefore
have a higher risk of errors. Such instruments comprise assets of NOK 51,438 million measured at fair
value in the balance sheet and classified as level 3 instruments within the fair value hierarchy. Due to the
materiality of the unlisted or illiquid instruments, and the increased risk of errors, we considered the
valuation of these instruments a key audit matter.

We assessed the design and tested the operating effectiveness of internal controls over the valuation
process including management's determination and approval of assumptions and methodologies used in

Amember fimn of Ernst & Young Global Limited
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model-based calculations as well as management's review of valuations provided by internal experts. We
also assessed pricing model methodologies against industry practice and valuation guidelines. We
performed independent valuations for selected instruments and used external source data where
available. We compared results of our valuations to the Company’s valuations.

Level 3 instruments which are presented at fair value on the balance sheet are disclosed in note 16 in the
financial statements.

Hedge accounting - Interest rate risk on long-term debt securities issued

Derivative instruments are used to manage exposure to interest rate risk related to long-term debt
securities issued in foreign currencies. Derivatives and borrowings designated at initial recognition as
hedging relationships, are accounted for as fair value hedges. The effectiveness of the hedging
relationships are assessed at the beginning and end of the relevant period. The application of hedge
accounting and ensuring hedge effectiveness can be judgmental and requires close monitoring from
management. Due to the materiality of the hedging relationships, we considered hedge accounting of
interest rate risk on long-term debt securities issued as a key audit matter.

We assessed the design and tested the operating effectiveness of internal controls over the designation
and ongoing management of hedge accounting relationships, including testing of hedge effectiveness.
We examined hedge documentation to assess whether the documentation complied with the
requirements of the accounting standards. We tested reconciliations between underlying source systems
and documents used to manage and document hedging relationships, including testing the mathematical
accuracy and calculation of hedge effectiveness.

See note 11 in the financial statements for further information.

Other information

Other information consists of the information included in the Company’s annual report other than the
financial statements and our auditor’s report thereon. The Board of Directors and Chief Executive Officer
(management) is responsible for the other information. Our opinion on the financial statements does not
cover the other information, and we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information,
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of management for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards as adopted by the EU, and for such internal
control as management determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting, unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an

Independent auditor's report - DNB Boligkreditt AS
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audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements. As part of an audit in accordance with law, regulations and generally
accepted auditing principles in Norway, including ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

» identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control;

» obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control,

» evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management;

» conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may
cause the Company to cease to continue as a going concern;

» evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that
a matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on other legal and regulatory requirements

Opinion on the Board of Directors’ report

Based on our audit of the financial statements as described above, it is our opinion that the information
presented in the Board of Directors’ report concerning the financial statements, the going concern
assumption and the proposal for the allocation of the result is consistent with the financial statements and
complies with the law and regulations.

Independent auditor's report - DNB Boligkreditt AS
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Opinion on registration and documentation

Based on our audit of the financial statements as described above, and control procedures we have
considered necessary in accordance with the International Standard on Assurance Engagements (ISAE)
3000, Assurance Engagements Other than Audits or Reviews of Historical Financial Information, it is our
opinion that management has fulfilled its duty to ensure that the Company's accounting information is
properly recorded and documented as required by law and bookkeeping standards and practices
accepted in Norway.

Oslo, 9 March 2017
ERNST & YOUNG AS

Einar Hersvik
State Authorised Public Accountant (Norway)

Independent auditor's report - DNB Boligkreditt AS

A member finn of Emst & Young Global Limited
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Key figures

Amounts in NOK million 2016 2015 2014 2013 2012

Rate of return/profitability
Return on equity, annualised (%) 2.1 18.4 27 36 (7.4)

Financial strength at end of period

Common equity Tier 1 capital ratio, transitional rules (%) 16.0 15.2 12.7 11.2 10.3
Capital ratio, transitional rules (%) 18.0 17.3 14.9 13.3 11.2
Common equity Tier 1 capital (NOK million) 37 451 33592 27 640 24 933 22 025
Risk-weighted volume, transitional rules (NOK million) 234 483 221 648 217 886 222 032 213 870

Loan portfolio and impairment

Impairment relative to average net loans to customers 0.00 0.00 0.00 0.00 0.00
Non-performing and doubtful loans, per cent of gross loans 0.17 0.19 0.23 0.24 0.23
Non-performing and doubtful gross loans, end of period (NOK million) 1011 1058 1295 1258 1191
Net non-performing and net doubtful loans and guarantees,

per cent of net loans 0.10 0.11 0.14 0.14 0.13
Net non-performing and net doubtful loans and guarantees at

end of period (NOK million) 599 634 765 729 679
Staff
Number of full-time positions at end of period 7 7 8 9 12

1) Average equity is calculated on the basis of book value of equity.
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Governing bodies
as at 31 December 2016

Board of Directors

Members

Bjorn Erik Neess, Oslo*
Jorn E. Pedersen, Oslo
Eva-Lill Strandskogen, Oslo

* Kjerstin R. Braathen replaced Bjgrn Erik Neess as chairman of
the Board with effect from 1 March 2017.
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Contact information

DNB Boligkreditt AS DNB ASA

Mailing address P.0O.Box 1600 Sentrum, Mailing address P.0.Box 1600 Sentrum,
NO-0021 Oslo NO-0021 Oslo

Visiting address Dronning Eufemias gate 30, Oslo Visiting address Dronning Eufemias gate 30, Oslo

Telephone +47 915 03000 Telephone +47 915 03000

Internet dnb.no Internet dnb.no

Organisation number NO 985 621 551 Organisation number NO 981 276 957

Chief executive officer DNB Bank ASA

Per Sagbakken Mailing address P.0.Box 1600 Sentrum,

Tel: +47 906 61 159 NO-0021 Oslo

per.sagbakken@dnb.no Visiting address Dronning Eufemias gate 30, Oslo

Telephone +47 915 03000
Financial reporting Internet dnb.no
Roar Sgrensen Organisation number NO 984 851 006

Tel: +47 934 79 616
roar.sorensen@dnb.no

Rating and investor information
Hakon Rgsand

Tel: +47 906 16 892
hakon.rosand@dnb.no

Other sources of information

Annual and quarterly reports

DNB Boligkreditt AS is part of the DNB Bank Group and the DNB Group. Annual and quarterly reports for DNB Boligkreditt AS, the DNB Bank
Group and the DNB Group are available on dnb.no.
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