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SAXO BANK AT A GLANCE

Saxo Bank is a fintech specialist focused on multi-asset
trading and investment and offers “Banking-as-a-Service”
to other financial institutions. Saxo Bank aims to demo-
cratise trading and investing by providing traders and in-
vestors with products, platforms and market access that
was previously the preserve of fund managers and large
financial institutions.

Saxo Bank considers it an ethical duty to educate and
empower every human being who wants to navigate
their own financial destiny. Investment decisions define
everyone's ability to pursue their own and their family's
dreams which is why making sense of financial markets
is too important to be a privilege that belongs exclusively
to a few individuals or institutions with specific financial
expertise.

FOUNDED

Clients spanning over

More than
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with

offices in countries

industry awards for our trading platforms

nationalities across

Established in 1992, Saxo Bank was one of the first finan-
cial institutions to develop an online trading platform that
provided private investors with the same tools and market
access as professional traders, large institutions and fund
managers.
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ment opportunities in global capital ma
across asset classes. At the same tim
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AUSTRALIA - BRAZIL - CHINA

CZECH REPUBLIC - DENMARK - FRANCE - HONG KONG
INDIA - ITALY - JAPAN - SINGAPORE

SWITZERLAND - THE NETHERLANDS

UNITED ARAB EMIRATES - UNITED KINGDOM
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MANAGEMENT REPORT

FINANCIAL HIGHLIGHTS -

SAXO BANK GROUP

(DKK million) 2018 2017 2016 2015" 2014
Operating income 2,786.1 3,027.0 2,929.7 2,126.7 3,006.8
EBITDA 1,408.0 931.6 845.2 (109.4) 1,099.0
Adjusted EBITDA 705.7 1,026.0 954.5 864.7 1,208.1
Profit before tax 1,029.0 554.2 418.2 (778.4) 564.8
Net profit 955.8 4011 302.4 (644.6) 381.2
Total equity 5552.2 4,621.4 4,238.4 3,938.4 4,2252
Total assets 34,4841 39,955.6 43,578.5 33,501.6 36,008.3
Clients’ collateral deposits 112,577.8 103,622.3 92,349.9 77,568.0 68,227.2
Total capital ratio 35.0% 22.7% 19.5% 20.7% 19.7%
Return on equity before tax 20.2% 12.5% 10.2% (19.1)% 14.6%
Full-time-equivalent staff (end of year) 1,658 1,594 1,639 1,516 1,485
Hereof employed in India 584 499 462 346 324

Please note that the numbers for 2015 include the effect of the Swiss event.

See definitions on page 94.
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FINANCIAL HIGHLIGHTS

Saxo Bank Group reported a record net profit of DKK 956
million for 2018, more than double the net profit of 2017
of DKK 401 million. The positive result is impacted by the

sale of Saxo Payments A/S in October 2018.

The Board of Directors and Board of Management find the
result for the year acceptable given the difficult market
conditions during 2018, with continued low interest rate
environment and uncertainty in the financial markets.

Particularly encouraging in 2018 was the number of new
direct trading clients, 21,574 which is an increase of 67%
over 2017, as well as the number of active trading clients,
which for both the Direct - and the Wholesale business
segment ended at record high levels of 178,439. The
growing client base combined with the continued high in-
flow of clients’ collateral in 2018, with the total clients' col-
lateral deposits reaching DKK 113 billion by the end of
2018, means that Saxo Bank has strengthened its market
position further during 2018 and successfully laid the
foundation for future growth.

Throughout 2018, the focus remained on improving the
client experience in product offerings, our trading plat-
forms, reduced pricing and improved service. During the
year, Saxo Bank has continued to invest within the core
business areas in order to improve and digitalize the client

experience on all levels, enabling the Bank to increase
competitiveness and continue to offer the best combina-
tion of products, platforms, price and service to our clients.
In 2018, Saxo Bank launched the SaxoTraderPRO and Sax-
olnvestor platforms, opened for trading in Chinese equi-
ties via StockConnect, launched mutual funds on the plat-
form and opened for digital onboarding of clients in
certain jurisdictions. Prices for trading on our platforms
were reduced across the board.

Cost continued to be a main focus area in 2018 and has
been managed carefully. Resources have been spent on
reducing the operational complexity of the Bank. The cost/
income ratio for the Bank's recurring core business in-
creased from 62% in 2017 to 72% in 2018 when meas-
ured against operating income.

The capital position of Saxo Bank Group remained strong
and the total capital ratio for the Group increased to
35.0% as of end 2018 from 22.7% at the end of 2017, re-
taining a comfortable buffer compared to the capital re-
quirement. The CET1 buffer was DKK 2.5 billion, equivalent
to 20.8% of the risk exposure amounts.

On December 17, 2018, Saxo Bank and BinckBank an-
nounced an agreement on a recommended all-cash public
offer for all BinckBank shares. The transaction is expected
to close no later than early Q3 2019.
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STRATEGIC DIRECTION

“Saxo Bank exists to democratise trading and investment
by levelling the playing field for traders and investors and
creating equal opportunities for access to financial mar-
kets. This will always be core to Saxo Bank's DNA."

The goal of Saxo Bank is to become the most professional
and profitable facilitator in global financial capital markets
by disrupting traditional business models and adding sig-
nificant value to our clients and partners. We continue to
focus on this ambition by delivering the best SaxoExperi-
ence to our target clients which comprise traders, inves-
tors and wholesale clients. The SaxoExperience includes
our ability to deliver timely and relevant engagement, edu-
cation and guidance, affordability (competitive prices), sim-
plification and ease of use, accessibility and diversification,
fairness and transparency, appropriate risk / reward op-
portunities and empowerment.

To realise the vision of an unparalleled SaxoExperience,
we have set three strategic priorities.

First, is our commitment to unbundle and digitise the full
value chain. By digitalising the value chain, the SaxoExperi-
ence meets the needs of our clients, is accessible in the
ways the client prefers. Digitalisation impacts how we on-
board clients, engage with clients and provide insights for
clients, whether it is transparency on their portfolio risk or
investment themes relevant to them.

Second, to deliver a superior SaxoExperience, we will fur-
ther develop a world class efficient global distribution and
client services organisation, which covers all touchpoints
that are not digital across the organisation. Leveraging dig-
italisation through knowing our customers better, rather
than relying purely on ‘Al’and self-help, allows our organi-
sation to focus on value added solutions for clients.

Last but not least, through our open architecture, we
will continue to white label the full value chain of platforms
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and services available to our wholesale (Saxo Solutions) cli-
ents. By industrialising our Saxo Solutions offering we aim
to become the best cloud-native, open banking (Banking-
as-a-Service) provider and the preferred partner for global
trading and investing.

Saxo Bank aims to be the preferred partner of Traders, In-
vestors and Wholesale clients.

+ Traders include private and corporate clients as well as
institutions who seek to trade actively at competitive
prices. Traders mainly use our SaxoTraderPRO and
SaxoTraderGO platforms.

- Investors are characterised by longer-term investment
horizons, less frequent trading, lower risk profile and a
mixture of self-directed investing and use of discretion-
ary portfolio management services. Such clients use pri-
marily the SaxoTraderGO and Saxolnvestor platforms.

- Saxo Bank's wholesale clients access our platforms
through our Banking-as-a-Service solution (SaxoSolu-
tions). Wholesale clients include traditional financial ser-
vices providers who use Saxo Bank to facilitate trading
and execution for their end-clients, in addition to using
services such as digital marketing and post trade servic-
es. This segment also includes technology entrants who
want to leverage Saxo Bank's infrastructure to onboard
and manage clients and their assets.

Saxo Bank competes on products, platforms, pricing and
service - but not on leverage. With the aim of delivering a
world class SaxoExperience, we continue to build out the
investment product universe, platform functionality and
user experience, providing competitive pricing and offer
client centric services that empower individuals to take
control of their financial destiny.



AWARDS

Saxo Bank continued its award-winning streak in 2018, cementing its position as industry leader delivering
superior product, price, platform and services.

In 2018, Saxo Bank won ten leading industry awards for its products, platforms, technologies and services.

+ Saxo Bank wins best mobile trading initiative at Sell Side Technology Awards

+ Saxo Bank wins Best Prime Broker - Technology at HFM Week European Hedge Fund Services Awards
+ Saxo Bank wins Best Margin Sector Platform in Profit & Loss FoXy Awards

+ Best Platform for the Active Trader 2018 at the ADVFN International Financial Awards

- Best Sell-Side Mobile Initiative at the Waters Technology Sell-side technology 2018

+ Best Prime-of-Prime House at FX Week Best Banks Awards

+ Best CFDs Broker at Finance Magnates London summit 2018

+ Best B2B Liguidity Provider at Finance Magnates London summit 2018

+ Best White Label Solution at Finance Magnates London summit 2018

+ Best Multi-Asset Trading Platform at Finance Magnates London summit 2018 statements.
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In September, Saxo Bank welcomed
China's Zhejiang Geely Holding
Group Co. Ltd (Geely Holding
Group) and Sampo plc of Finland
(Sampo) as strategic investors and

correspondingly announced changes
to the Board of Directors.

With the closing of the transactions, TPG Capital, Lars Seier
Christensen and SinarMas have completed the sale of their shares in
Saxo Bank of 29.3 percent, 25.7 percent and 9.9 percent respectively.
Some minority shareholders also agreed to sell their shares to Geely
Holding Group and Sampo, resulting in the two firms holding 52.0
percent and 19.9 percent respectively of Saxo Bank shares. CEO and
Founder Kim Fournais' share of 25.71 percent of Saxo Bank remains
unchanged.

At an extraordinary general meeting on 13 September 2018, the
shareholders of Saxo Bank agreed to change the composition of the
Board of Directors with Daniel Donghui Li, Chief Financial Officer and
Executive Vice President of Geely Holding Group being appointed
Chairman of Saxo Bank. Saxo Bank's board consists of:

Daniel Donghui Li, Chairman

Henrik Normann, Vice-chairman

lan Zhang, Board Member

Preben Damgaard, Board Member
Patrick Lapveteldinen, Board Member




CEO and Founder Kim Fournais
and Li Shufu Chairman of Zhejiang
Geely Holding Group

Commenting on the completion of
the transaction and the appointment
of new board, CEO and Founder, Kim
Fournais, said:

“Today, we proudly welcome Geely and Sampo as shareholders. It is an
important milestone for Saxo Bank and for me personally as CEO, founder
and shareholder. The track-record of both Geely and Sampo is unparalleled
and | am confident that the new ownership structure will provide us with the
right foundation to deliver long-term growth. With Geely as a shareholder,
we will benefit from a strong position in high-growth markets in the Asia
region, with Greater China at its core. At the same time, as the leading blue-
chip investor in the Nordic financial industry, Sampo will further strengthen
our Nordic foundations.”

Daniel Donghui Li, Chief Financial Officer and Executive Vice President
of Geely Holding Group and Chairman of the Board of Saxo Bank, said:

“We believe that Saxo Bank’s technologies and products can be effectively
expanded across Asia, where we hope to build on its strong reputation in
global financial and regulatory technology. This is expected to generate
synergies from the development of financial services in the Chinese market.”

Kari Stadigh, Chief Executive Officer and President, Sampo Group,
added:

“Saxo Bank is one of the most interesting companies in the Nordic fintech
sector. Saxo Bank's unique and highly advanced trading and investment
platforms are, in our view, the best in the market and have great potential
globally. We are excited to be part of this success story.”
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THE BUSINESS OF SAXO BANK

SAXO BANK'S BUSINESS MODEL

Saxo Bank is a facilitator between its clients and the global
financial markets and has a truly scalable technology infra-
structure supporting traders, investors and wholesale cli-
ents. Saxo Bank's business model is based on unbundling
the value chain through an open architecture sourcing the
best ideas, products, liquidity and services from the best
providers in the market.

Liquidity provisioning

Saxo Bank obtains liquidity from more than 150 different
liquidity venues including 20 large global banks as well as
the world's major trading venues and stock exchanges.

By aggregating liquidity from multiple sources, Saxo Bank
is able to stream competitive prices and spreads to its
clients, and deal with the flow of transactions in a cost-
effective way. Efficient execution and risk management are
core competencies of Saxo Bank.
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Products

Through the platforms, clients can trade more than 35,000
instruments across bonds, mutual funds, stocks, ETFs,
CFD's, futures, options and FX from a single account.
Clients also get free access to a large universe of funda-
mental research and technical trade signals integrated
directly in the platform for easy access.

Client interfaces

To facilitate its clients’ trading and investment needs, Saxo
Bank has developed proprietary online trading and invest-
ment platforms, tailored to fit different client experiences,
preferences and different types of hardware. The plat-
forms remain the focal point of Saxo Bank's core business.



TRADERS

FINANCIAL MARKETS

SAXO BANK

e
oo N
®

TECHNOLOGY
STACK

Saxo Bank today offers three platforms: SaxoTraderPRO,
SaxoTraderGO and Saxolnvestor. All platforms are based
on HTML5 front-ends connected to the same core tech-
nology stack and business process to ensure scalability
and flexibility.

Saxo Bank not only supports its own direct clients but also
other financial institutions, wholesale partners, looking for
an efficient way of giving their end-clients a state-of-the art
investment experience. Through this B2B2C-solution, Saxo
Bank supports the entire value chain of its partners, offer-
ing “Banking-as-Service.” Today, Saxo Bank's technology
supports more than 120 white label partners globally.

BUSINESS

PROCESSES WLC & INSTITUTIONAL

At the forefront of the Open Banking revolution, Saxo
Bank was one of the first financial institutions to give
access to its trading infrastructure through the Bank's
RESTbased Open API. This advanced APlbased trading
solution allows partners, clients and external developers
to access over 20 years of trading infrastructure inno-
vation and integrate with Saxo Bank's infrastructure in
market access in a very flexible and efficient way.
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Trading and investment platforms have been the core of Saxo Bank
since it launched its first online trading platform in 1998. Marking
the 20th anniversary of the first platform, two new trading platforms,
SaxoTraderPRO and Saxolnvestor, were launched in 2018,

In April, Saxo Bank launched SaxoTraderPRO, an advanced
multi-screen trading platform for the active individual
traders and the institutional clients.

SaxoTraderPRO replaced the SaxoTrader platform. Saxo
Bank's active traders and institutional clients demand
unparalleled access to global capital markets combined
with a high level of control through advanced trading tools,
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fast and reliable execution and extensive options for
customizations to fit their individual trading needs.
SaxoTraderPRO meets this demand with a unique combi-
nation of a feature rich trading platform and ease of use.

In November, Saxo Bank launched Saxolnvestor, a
platform tailored to investors who have a longer-term
investment horizon. The opportunities for investors




have historically been constrained by limited access to
international stocks, high and opaque prices and outdated
technology at banks and other investments services
providers. Saxolnvestor is set to change that by offering
investors the opportunity to diversify across markets and
asset classes at market leading low costs.

Saxolnvestor is built on the same technology as Saxo
Bank's other platforms, but has a simpler interface

that caters for the needs of long-term investors. The

new platform focuses on cash products only and

gives investors the opportunity to build long-term
portfolios across stocks, bonds, mutual funds, ETFs, and
SaxoSelect portfolios. It is designed to provide clients with

inspiration by offering various investment themes and a
comprehensive instrument screener.

By catering to a much wider audience that Saxo Bank's
other platforms, Saxolnvestor marks a significant mile-
stone in Saxo Bank's aim of democratising investment and
allowing everyone to navigate their own financial destiny.

The platform has initially launched in Denmark with
international roll-out planned to commence in the first
quarter of 2019. Furthermore, Saxolnvestor will be an
integral part of the Group's white label and partner
offering across markets as the platform is developed with
a dedicated focus on flexibility and customisation.
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OPERATIONAL REVIEW

PRODUCT DEVELOPMENT AND PRICING CHANGES

Financial markets have been and will continue to be sub-
ject to price compression to the benefit of clients and for-
ward-looking financial institutions. Saxo Bank has been a
driver of this trend, through its mission of democratising
trading and investment by giving clients the best plat-
forms, products, prices and services. Saxo Bank has made
the strategic decision to be competitively priced and initi-
ated a number of pricing changes 2018: Reduced prices
for FX globally in the start of 2018, cross asset price reduc-
tions in a number of markets during second half of 2018
significantly reducing prices for all products and client seg-
ments. In 2019 we will continue to focus on ensuring com-
petitive pricing across all our markets.

Saxo Bank added mutual funds to its multi-asset offering
with a “soft launch” in 2017 to facilitate a White Label part-
ner's trading flow in mutual funds. In January 2018, Saxo
Bank launched an enhanced mutual funds offering to an-
other White Label partner in Spain allowing the partner's
clients to trade mutual funds via SaxoTraderGO. During
the course of 2018, Saxo Bank's direct clients in most of
the bank's markets got access to invest in 122 mutual
funds from 18 international fund houses via SaxoTrader-
GO. The mutual fund offering complements Saxo Bank's
uniquely broad ETF offering and with very competitive pric-
ing, the offering is key part of our foundation for delivering
better investment opportunities to investors that have of-
ten been left with their bank's limited range of funds avail-
able to invest in.

In June, Saxo Bank announced that clients now had access
to trade China A-shares at very competitive prices. Clients
have access to A-shares listed on the Shanghai and Shenz-
hen stock exchanges via the Hong Kong Stock Connect
link. Hong Kong Stock Connect is a mutual partnership
between the Hong Kong Stock Exchange and Shanghai/
Shenzhen exchanges, which supports clients investing in
companies listed in mainland China.
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Saxo Bank started offering access to China A-shares at a
particularly interesting time just after Chinese A-shares
were added to the MSCI Emerging Markets index sparking
renewed interest in Chinese shares, not least since global
investors are significantly underweight exposure to them.
The addition of China A-shares strengthens Saxo Bank's
offering to traders and investors and is a major milestone
in building the product range for Saxo Bank to be a “gate-
way” for international investors to Chinese markets. Al
clients of the Saxo Bank Group have access to China A-
shares besides from clients of Saxo Capital Markets in the
UK and Saxo Capital Markets in Japan.

In September, Saxo Capital Markets in Australia allowed
new clients to settle their securities trades into a local HIN
account. The solution allows Australian clients to settle
securities (equities, bonds and ETFs) listed on ASX into
segregated accounts in the local CSD.

In October, Saxo Bank launched a new trading instrument;
CFD Options on a range of option roots, covering puts and
calls on 15 of the world's largest stock indices. The new
product is available on SaxoTraderGO (all devices) and
SaxoTraderPRO for clients in Saxo Bank A/S as well as
those in the Saxo Capital Markets in UK, Saxo Capital Mar-
kets in Singapore and Saxo Capital Markets in Australia.

CFD Options are OTC instruments based on Exchange
Traded Index Options. They can help diversify a portfolio,
as not only do they enable clients to take a position, they
can be used for portfolio hedging purposes too. CFD Op-
tions are attractive for traders and investors as there is no
spread mark-up, no commission and no margin required
when buying CFD options - clients simply pay a premium
up front and as one lot equals one index, they provide
great flexibility in terms of contract size.



SAXO SELECT

DIRECT BUSINESS

The global roll-out of SaxoSelect, Saxo Bank's fully digital
and automated investment service launched in 2016, has
continued through 2017 and into 2018. SaxoSelect builds
on the multi-asset execution capabilities that are the hall-
mark of Saxo Bank, and illustrates the power of Saxo Bank
as a true Fintech company.

SaxoSelect enables clients of Saxo Bank to invest in pre-
selected strategies in a real-time, fully transparent environ-
ment directly in SaxoTraderGo. Throughout 2018, SaxoSe-
lect assets under management nearly increased by
approximately 80% to over EUR 100 million, putting Saxo
on the map as a digital investment manager.

Building on a partnership with BlackRock, clients can invest
in ETF-portfolios that offer a high level of diversification
and low costs through SaxoSelect. The portfolios are built
with ETFs from iShares and the portfolios are automatically
balanced using research data developed by BlackRock.

Through collaboration with Morningstar, SaxoSelect also
offers a value stock portfolio, a smart and cost-effective
way to invest in a portfolio of 30 quality stocks based on
Morningstar's Economic Moat™ Rating methodology and
valuation research, which identifies stocks undervalued by
the market.

In 2018 the Nasdag DW Global Momentum portfolio was
launched, investing into global emerging and developed
market stocks (ex. US) based on price momentum, repre-
senting a collaboration with another strong financial insti-
tution. SaxoSelect also offers more sophisticated investors
the opportunity to invest in trading strategies that are pre-
selected by Saxo Bank.

Saxo Bank A/S, Saxo Capital Markets Ltd in the UK, Saxo
Bank AG in Switzerland as well as Saxo Capital Markets Pte
Ltd in Singapore hold licenses to offer SaxoSelect.

2018 saw another record breaking year for number of
new clients. All in all 21,574 new trading and investment
clients choose to start trading with Saxo Bank. This is a
staggering improvement of 67% from 2017 levels. This in-
crease is a testament to the strength of Saxo Bank's
unigue offering, and on the operational side, particularly
three major improvements drove this:

Improved digital client onboarding
Improved and structured sales processes
Use of big data and Al in the sales process

For digital onboarding the STP (straight through process-
ing) rates have been steadily climbing through the year
thanks to a focused effort.

Saxo Bank has been consistently working on improving
every part of the sales processes. Sales training in our
GROW academy, system supported and structured lead
engagement by the sales leaders and sales teams have
proven its worth, and the use of structured data models
for prioritising, channel choice and client approach has
been instrumental for significantly better conversion rates
at the employee level.

Existing Clients

To give existing clients an even better service and to help
them manage their goals and risks, we have strengthened
our client engagement model further. Using Data models
to drive client engagement by monitoring a vast number of
relevant data, allows us to target the specific needs of
clients. This approach is already showing its value in both
the quality and the quantity of our engagement with the
clients.

This data driven approach is also reflected in the sales
organizations measurements and KPIs that have been
redesigned to further emphasis the relevant and timely
proactive client engagement.
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From both new and existing clients we continue to see a
very positive uptake in referrals. Saxo Bank has chosen to
reward this very positive engagement from the clients, and
we are proud to announce that we have been able to wel-
come 4,800 clients that were referred by other clients.

WHOLESALE BUSINESS

2018 has been a breakthrough year for the wholesale
business with new large and high-profile partners. New
partnerships with, for example, Banca Generali and Man-
datum Life have set the stage for a new dawn for the busi-
ness. The new partnerships reflect the strength and depth
of the Saxo offering but are also testament to an increas-
ing appetite of bigger financial institutions to outsource as
partnerships become more mainstream in the industry.

On a geographic level we begin to dominate in some
smaller markets where our offering is utilised by some of
the largest retail banks. In Singapore, UK and Switzerland
we have established ourselves as a key infrastructure pro-
vider for fintech operators particularly in the robo advisory
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space and neo-banking sector. Our distribution capabili-
ties are growing and big win-win deals with firms like Mi-
crosoft and Gartner are evolving and helping drive new
sales opportunities.

The wholesale business continues to be critical facilitator
of M&A activities, with key highlights in 2018 being the sale
of Saxo Privatbank A/S to Alm. Brand Bank, Saxo Payments
A/S to EQT and our South African entity to Sasfin, with all
entities continuing to work with Saxo as partners.

In 2018, Saxo Bank established a new structure for the
wholesale business - SAS (Saxo Advanced Solutions) divid-
ing the Group into dedicated regional sales efforts, dedi-
cated client service functions as well as a central team fo-
cused on developing the product offering and project
managing key clients and partners. Additionally, a new
strategy was established; at a technical level “industrialisa-
tion” of the wholesale business became a core tenet of the
strategy as along with a more focused approach to client
segments and geographies of the clients we seek to serve.



SOCIAL CONTRIBUTION

Saxo Bank's social responsibility is driven by the overarch-
ing goal of creating value through win-win relations with
clients, partners, employees and societies in the countries
in which Saxo Bank operates.

Saxo Bank was one of the first financial institutions to de-
velop an online trading platform that provides ordinary in-
vestors with the same tools and market access as profes-
sional traders and fund managers. Today, Saxo Bank's aim
remains to continue to democratise trading investment by
facilitating access to global financial markets and cutting-
edge technologies. Investment decisions define everyone's
ability to pursue their own and their family’s dreams which
is why making sense of financial markets is too important
to be a privilege that belongs exclusively to a few individu-
als or institutions with specific financial expertise.

Saxo Bank considers any company's core products and
services adding value to partners and clients as its main
social contribution. For Saxo Bank, this means that our
work is to level the playing field between institutions and
retail investors when it comes to accessing financial mar-
kets and offering clients transparent, reliable and competi-
tive access to global financial markets.

A more detailed description of Saxo Bank's business mod-
el on page 10 illustrates that Saxo Bank is a facilitator of
global financial markets proving traders and investors with
a broad range of asset classes and tradable instruments.
As a facilitator, Saxo Bank does not invest or trade on be-
half of clients and does not risk violating ethics or interna-
tional conventions.

In 2018, Saxo Bank launched a new investment platform,
Saxolnvestor, which gives clients inspiration and insight
into opportunities to invest in stocks and bonds of compa-
nies working with for example sustainable energy, a key fo-
cus area for many of the Bank's clients.

Human rights and Employees engagement

Saxo Bank has a key focus on securing the best talent re-
gardless of age, gender, religion, ethnicity or nationality. As
of 31 December 2018, Saxo Bank employs 1,658 employ-
ees, including 651 in Denmark. Throughout the organisa-

tion, we encourage and aim for diversity in all it's dimen-
sions in hiring processes, graduate programs and the like.
Our ongoing commitment to diversity is consistently com-
municated and trained both in important employee poli-
cies such as the Code of Conduct and also in our internal
communication throughout the year.

The Saxo Bank Group employs 63 different nationalities as
we recognise that employee diversity brings important
business benefits such as adding different perspectives
and ideas into business decisions, enhance innovation and
strengthen internal collaboration. Which are all key com-
ponents to the Banks ability to enhance the client experi-
ence and to service clients effectively in 170 countries.
Saxo Bank complies with collective agreements and hu-
man rights across all of its offices and is committed to
achieving a work environment founded on equality and di-
versity in all aspects.

Saxo Bank consider it's primary risk in relation to human
rights being discrimination. Saxo Bank does not tolerate
any form of discrimination of its employees or anyone in-
volved in the Group's activities. Discrimination includes un-
equal treatment on the basis of race, gender, age, disabili-
ty, sexual orientation, religion, ethnic origin, political
orientation, or similar compromising the principle of
equality.

Saxo Bank has a general aim of increasing the number of
women in senior management and management posi-
tions and has implemented a gender diversity policy and
gender composition target for the Board of Directors, sen-
ior management and other management levels. For gener-
al leadership positions in Saxo Bank, the proportion of
women was 23 % in 2018. Saxo Bank's target for women
in senior leadership positions remains at 30% while the
level in the end of 2018 was 8%. Saxo Bank has a target of
20% women represented on the Board of Directors by
2021 while the level at the end of 2018 was 0%.

The proportion of women in senior leadership positions
does not meet the target and therefore remains a key
area of focus going forward. Through hiring, internal train-
ing, development and career advancement opportunities,
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the Bank is actively working towards meeting the set tar-
gets. Furthermore, Saxo Bank will initiate an internal as-
sessment of its employees’ views on Saxo Bank's and in
particular the relevant management's commitment and ef-
forts in securing diversity which includes gender diversity
and retention of women in general within the Group. For
this purpose, a number of significant initiatives will be im-
plemented in 2019. These initiatives include open forum
discussions and focus groups to identify, initiate and im-
plement new ways of securing a strong diversity going for-
ward with special emphasis on gender diversity. The pro-
portion of women in the Board of Directors does not meet
the target as no women were appointed to the Board of
Directors following the change in shareholder structure in
2018.

Saxo Bank takes pride in securing the welfare of all em-
ployees and each year conducts the Saxo Engagement
Survey that is used to change and create a better work-
ing environment to develop a higher performance and
stronger organisation. Employees are a key resource
when it comes to delivering on the strategy and dissatis-
faction, discrimination and the physical as well as the
psychosocial working environment are risk factors we
need to mitigate. In 2018, Saxo Bank reached an excep-
tional response rate of 94% in the Saxo Engagement
Survey underlining the trust and dedication from its em-
ployees.

Anti-corruption and Anti Money Laundering

Being an online FinTech specialist focused on multi-as-
set trading and investment, Saxo Bank is at risk of be-
ing misused for illegal purposes like money laundering
and corruption and the Bank therefore has strict pro-
cedures to ensure against illegal activities. The fight
against money laundering and terrorist financing is a
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high priority at Saxo Bank. To fulfil this objective, the
Board of Directors has laid down the AML risk policies.
Saxo Bank applies stringent measures to prevent
money laundering and financing of terrorism. These
measures are applied both when new clients apply for
an account and regularly throughout a client relation-
ship.

Saxo Bank maintains a Group AntiBribery and Corruption
Policy which sets out rules and procedures to ensure that
the Group complies with anti-bribery regulations and stand-
ards. The policy has been established to comply specifically
with the UK AntiBribery Act which has been assessed to in-
clude the highest standards of anti-bribery and corruption
regulations within the countries where Saxo Bank Group
entities are established and hence complies with local regu-
lations and furthermore with general global standards. In
addition to this policy Saxo Bank maintains a policy on the
receiving and giving of gifts/inducements.

Saxo Bank has in 2018 continued the development and all
relevant employees completed an e-learning course on
general antibribery and corruption regulations which must
be retaken on an ongoing basis.

Climate and Environment

Saxo Bank is primarily a digital business and therefore its
negative impact on the environment is very limited. The Bank
does not have an independent policy or actions on this mat-
ter and is not an energy intensive company. Its carbon emis-
sions are mainly associated with its electricity use at the
Bank's offices and Saxo Bank does not have a climate policy
or global actions. However, Saxo Bank does work to minimise
carbon emission and in 2018 maintained its use of sea water
for both heating and cooling at the Bank's headquarters.



TAX AND OTHER DUTIES

Saxo Bank is established and has headquarters in Den-
mark, therefore a large part of the Bank's social contribu-
tion is in Denmark.

An important component of this social contribution are
taxes and other duties, which are incurred directly and
also indirectly where taxes are collected by Saxo Bank
on behalf of governments, e.g. payroll taxes. Corporate
taxes are only a limited part of the total taxes and duties
paid. In addition to the total tax contribution, Saxo Bank
contributed indirectly through purchases of services,
goods etc. from vendors, which again contributes
through their employees, purchases and direct and indi-
rect taxes etc.

Saxo Bank does business in a way that meets expectations
for a good corporate citizen. This means paying taxes

where profits are earned in accordance with local tax legis-
lation. It means having a balanced tax risk profile and not
engaging in tax-avoidance activities.

Saxo Bank is subject to Danish CFC taxation. This entail,
that positive income in subsidiaries engaged in financial
activities is included in the taxable income of Saxo Bank.
The income of the subsidiary is therefore subject to Dan-
ish corporate tax with a tax credit granted for foreign tax
paid by the subsidiary. The Danish CFC taxation legislation
also removes the incentive for tax planning.

In 2018 Saxo Bank does not expect to pay corporate taxes
in Denmark due to heavy investments in the products,
platform and digitalisation, which for tax purposes can be
immediately deducted. Total tax contribution remained at
a high level of DKK 722 million in 2018.

THE TOTAL TAX CONTRIBUTION MADE BY SAXO BANK AMOUNTED TO:

Denmark Other countries Total

(DKK million) 2018 2017 2016 2018 2017 2016 2018 2017 2016
Corporate taxes including CFC taxes = 57.5 19.9 49.6 59.2 53.8 496 1167 73.7
Payroll taxes 287.7 2969 2936 64.7 54.2 60.0 3524 3511 3536
Social taxes 1.2 1.2 03 57.4 51.3 48.7 58.6 52.5 49.0
Financial Services Employer taxes 1069 1031 98.8 - - 03 1069 1031 99.1
Property taxes 39 3.8 41 1.6 1.5 13 55 53 5.4
Value added taxes 117.9 99.7 83.7 1.3 8.4 94 1292 1081 93.1
Taxes on dividends - - 1.1 1.6 - 1.1 1.6

Other taxes 25 2.4 3.7 16.2 11.5 9.4 18.7 139 13.1
Total taxes 520.1 564.6 504.1 2019 187.7 1829 722.0 7523 687.0
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STREAMLINING THE
BUSINESS FOR GROW TH

During 2018, Saxo Bank continued to streamline its business operations to further
focus on its core areas of trading and investing. As part of this strategy, 2018 saw the
successful sale of retail bank and wealth management activities in Saxo Privatbank A/S
and Saxo Payments A/S, a provider of infrastructure for online cross-border payments.
In line with Saxo Bank's partnership strategy, both entities continue to leverage Saxo
Bank's technology and investment infrastructure as wholesale partners.

Retail bank and wealth management activities in Saxo Privatbank A/S was acquired by
Alm. Brand, a Danish financial services group operating in the non-life insurance,
banking and pensions space, in April. At the same time, Saxo Bank and Aim. Brand Bank

announced a partnership enabling clients of Aim. Brand to trade and invest in global
capital markets through Saxo's award winning platform SaxoTraderGO.

Saxo Bank also sold its shares in Saxo Payments A/S to EQT, a leading private equity
group, in October. Saxo Bank invested in Saxo Payments A/S at an early stage and
became an incubator supporting the company's growth by leveraging Saxo's expertise in
global foreign exchange and fintech solutions. After the sale, Saxo Bank continues the
close collaboration with Saxo Payments A/S as the company continues to leverage Saxo
Bank's technology and market access.
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FINANCIAL REVIEW

The net result for 2018 is the best result that Saxo Bank has
ever delivered. Saxo Bank Group reported a net profit of

DKK 956 million for 2018, an increase of 138% compared to
2017, positively impacted by the sale of Saxo Payments A/S.

The inflow of clients’ collateral from new and existing clients
continued successfully in 2018, as clients’ collateral deposits
increased by DKK 9 billion from the end of 2017 to a record
high of DKK 113 billion by the end of 2018.

Despite the introduction of a new competitive pricing struc-
ture as well as divestment of activities, operating income in
2018 for the Group reached as high as DKK 2,786 million
compared to DKK 3,027 million in 2017.

Staff costs and administrative expenses were DKK 2,210
million for the Group in 2018, an increase of 3% compared
to 2017 primarily due to continuous investments in our
core offering, digitalisation and further streamlining of the
business model.

Other income of DKK 803 million primarily relates to the
gain from the sale of Saxo Payments A/S in October 2018.

EBITDA amounted to DKK 1,408 million in 2018 compared
to DKK 932 million in 2017. Adjusted for special items, pre-
dominantly the gain from sale of Saxo Payments A/S, adjust-
ed EBITDA decreased with 31% to DKK 706 million in 2018.

Depreciation and impairment charges of DKK 312 million in
2018 saw a slight increase of DKK 6 million compared to
2017, primarily due to continued investments in our prod-
uct and platforms.

Impairment charges on loans and receivables etc. in 2018
were an expense of DKK 13 million compared to an income
of DKK 8 million in 2017, primarily due to the disposed ac-
tivities in Saxo Privatbank A/S in April 2018.

STATEMENT OF FINANCIAL POSITION

The continued increase in clients' collateral deposits shows
the strength of the business model. The cash inflow from
clients' cash deposits are placed with counterparty banks,
as well as in bonds and other interest-bearing assets.
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Trading assets are primarily comprised of bonds and deriv-
ative financial instruments with a positive fair value/unset-
tled spot transactions towards client trading. Trading liabili-
ties are comprised of financial instruments with a negative
fair value/unsettled spot transactions towards client trad-

ing.

Total assets decreased from DKK 40.0 billion as of 31 De-
cember 2017 to DKK 34.5 billion as of 31 December 2018
primarily related to sale of the retail bank and wealth man-
agement activities in Saxo Privatbank A/S and the shares in
Saxo Payment A/S.

Total shareholders’ equity increased by 23% in 2018 to
DKK 5.2 million as of 31 December 2018 compared to DKK
4.2 million at the end of 2017.

The Total capital ratio for the Group increased to 35.0%
as of end 2018 from 22.7% at the end of 2017, retaining



a comfortable buffer compared to the capital require-
ment.

In April, Saxo Bank A/S completed the sale of the retail
bank and wealth management activities in Saxo Privat-
bank A/S. In May, Saxo Bank A/S completed the sale of
Saxo Capital Markets South Africa (SCMSA). In October
Saxo Bank A/S completed the sale of its shares in B
Circle Holding S.A. (which owns 100% of the shares in
Saxo Payment A/S). Further details on the impact on
the Groups assets and liabilities are disclosed in note
19.

CAPITAL, ICAAP & ILAAP

Being based in an EU member state, the Saxo Bank Group
is required to fulfil the requirements set out in CRD IV and
CRR, which are based on the principles set out in Basel ll.

As of 31 December 2018 the Group continued to have a
very strong capital situation with a comfortable buffer to
the regulatory requirements.

The Common Equity Tier 1 capital (CET1), Tier 1 Capital
and Total Capital amounted to DKK 3.57 billion, DKK 3.84
billion and DKK 4.21 billion. This corresponds to a Com-
mon Equity Tier 1 ratio, a Tier 1 Capital ratio and a Total
Capital ratio for the Group of 29.2%, 32.0% and 35.0%
respectively after inclusion of the total comprehensive
income for the year. By the end of 2017, the corre-
sponding ratios were 18.1%, 20.4% and 22.7% respec-
tively.

During 2018 contributing to increasing capital ratios was
the sale of Saxo Payments A/S and the activities in Saxo
Privatbank A/S.

As of 31 December 2018, the Group's ICAAP resulted in a
capital requirement of 12.2% of risk exposure amounts,
equivalent to DKK 1.5 billion. As such the CET1 buffer was
DKK 2.5 billion, equivalent to 20.8% of the risk exposure
amounts.

The total risk exposure amounts of the Group was DKK
12.0 billion as of 31 December 2018 compared with DKK
14.9 billion as of 31 December 2017.

The unaudited Risk Report 2018 and the ICAAP Q4 2018
Report provides additional information regarding the
Bank's and the Group's Total Capital (including regulatory
capital disclosures), risk exposure amounts and capital re-
quirements.

CRD IV and CRR require the Bank and the Group to moni-
tor and report a short term Liquidity Coverage Ratio (LCR)
and a long term Net Stable Funding Ratio (NSFR). In Den-
mark the minimum requirement for the LCR has been
phased in gradually, reaching the full requirement level of
100% in 2018. As of 31 December 2018, the Bank and the
Group had a sound liquidity buffer to the minimum regu-
latory requirements with a LCR of 195.9% and 264.4% re-
spectively towards a minimum regulatory requirement of
1009%.

The Bank is required to hold liquidity at least equal to the
current Internal Liquidity Adequacy Assessment Process
(ILAAP) level as determined by the Board of Directors. This
ILAAP level cannot be less than the current minimum reg-
ulatory requirements. The ILAAP is performed annually
based on guidelines issued by the DFSA.

In the ILAAP per end of 2018, it is concluded that the Bank
has a safe operational setup within the liquidity area and
that the current level of liquidity is sufficient to uphold the
Bank's operation and meet a prudent requirement under
the LCR regime.

The unaudited Risk Report 2018 provides additional infor-
mation regarding the Bank's and the Group's liquidity, the
liquidity requirements and the ILAAP. The report is availa-
ble at www.home.saxo/about-us/investor-relations.

EVENTS AFTER THE REPORTING DATE

There have been no events that materially affect the as-
sessment of this Annual Report 2018 after the reporting
date.
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OUTLOOK 2019

2019 looks to be another year of trade tension which is
now fully impacting the overall activity in the market but
with the rise of geopolitical risk we also see an increase of
volatility on top of the big directional moves in 2018.

The market sell-off in Q4 2018 created a nervous start to
2019 but Central banks globally have move quickly to mitigate
some of that risk with lower steering rates and rhetoric sup-
port for the markets. This however is once again based on
feeding a system full of debt with more credit and as such We
expect a nervous, volatile environment for our customer base.

Overall, we see more volatility and increased uncertainty
as the elections and trade talks will put focus on anti-glo-
balisation and populism creating non-solutions for growth
and economic growth. This trading regime will offer our cli-
ent excellent hedging and directional trades on our state-
of-the-art Saxo platforms.

Cost control, capital and liquidity management as well as
risk management will furthermore continue to be impor-
tant themes for Saxo Bank in 2019.

Saxo Bank is confident that the Group has a solid founda-
tion for its operations in 2019.

Due to the nature of the Group's activities, the forecast of
trading related income and net profit is subject to uncer-
tainty. With that in mind and based on the result for 2018,
we are confident that we will continue to improve the op-
erating income in 2019.

BINCKBANK

In December 2018 Saxo Bank and BinckBank an-
nounced that a conditional agreement has been
reached on a recommended public offer to be made by
Saxo Bank for the entire issued and outstanding share
capital of BinckBank for EUR 6.35 in cash per share.
The Offer Price per Share represents an implied equity
value for 100% of BinckBank on a fully diluted basis of
EUR 424 million.

The combination of the two entities benefits from the two
parties’ complementarity in geographic footprint, product
offerings, and customer bases, covering the full retail cli-
ent spectrum from mass retail to high-end.

Based on the required steps and subject to the necessary
approvals, BinckBank and Saxo Bank anticipate that the of-
fer will close at the end of the second quarter or in the first
half of the third quarter of 2019.

FORWARD-LOOKING STATEMENTS

This report may contain forward-looking statements.
Statements herein, other than statements of histori-
cal fact, regarding future events or prospects are for-
ward-looking statements. The words “may”, “will",

] nou

“should”, “expect”, “anticipate”, “believe”, “estimate”,
“plan”, “predict”, “intend” or variations of these words,
as well as other statements regarding matters that
are not historical facts or regarding future events or
prospects, constitute forward-looking statements.
Saxo Bank has based these forward-looking state-

ments on its current views with respect to future

events, a number of risks and uncertainties which
could cause actual results to differ materially from
those predicted in the forward-looking statements
and from the past performance of Saxo Bank. Al-
though Saxo Bank believes that the estimates and
projections reflected in the forward-looking state-
ments are reasonable, they may prove materially in-
correct, and actual results may differ materially. As a
result, you should not rely on these forward-looking
statements. Saxo Bank undertakes no obligation to
update or revise any forward-looking statements.
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REGULATORY ENVIRONMENT

Saxo Bank A/S is required to comply with Danish regulation
and EU regulation on Parent level and Group level. In addi-
tion, some of the Group's subsidiaries are financial entities

which are required to comply with local regulatory require-
ments. Changes in supervision and regulation could poten-
tially affect the Group's business, the products and services
offered or the value of the assets.

A list of the Bank's subsidiaries can be found in Note 29 in
the consolidated financial statements. Description of Saxo
Bank's legal, management and organisational structure is
also available at www.home saxo/about-us/investor-relations.

MIFID Il and MIFIR

The Markets in Financial Instruments Directive (MiFID I1)
and the Regulation on Markets in Financial Instruments
(MiFIR) came into force 3 January 2018. MiFID Il and MiFIR
contain together more than 5000 pages of regulation, in-
cluding provisions on reporting, trading in certain stand-
ardised OTC products, enhanced investor protection and
transparency regulation, corporate governance and other
operational requirements, as well as record keeping and
the use of algorithmic trading.

Resolution and Recovery of banks

All member states in the EU have to apply a single rule- book
for the resolution of banks and large investment firms, as
prescribed by the Bank Recovery and Resolution Directive
(BRRD). The directive was implemented in Danish law in 2015.

These rules harmonise and improve the tools for dealing
with bank crises across the EU. The aim is to ensure that
shareholders and creditors of banks will pay their share of
the costs through a “bail-in” mechanism.

A Danish resolution fund has been established where
Danish credit institutions including Saxo Bank A/S is con-
tributing to. In 2018, the Group contributed with DKK 6.0
million. In addition, the Group is contributing to other res-
olution funds in other jurisdictions.

The implementation of BRRD broadens the power of na-
tional authorities to intervene and prevent banks from fail-
ing, while it requires banks themselves to prepare recov-

ery plans including strategic objectives in critical situations.
National authorities have the power to implement resolu-
tion plans to resolve failed banks.

To avoid institutions structuring their liabilities in a way
that impedes the effectiveness of the bail-in or other reso-
lution tools and to avoid the risk of sector contagion or a
bank run, the BRRD requires that institutions at all times
meet a robust minimum requirement of capital and eligi-
ble liabilities (the so-called MREL). As of the disclosure date
of the Annual Report, Saxo Bank A/S had not yet received
the final MREL requirement from the Danish authorities.

Deposit Guarantee Schemes

In Denmark and other jurisdictions, Deposit Guarantee
Schemes and similar funds have been implemented from
which compensation for deposits may become payable to
customers of financial services firms in the event of a fi-
nancial services firm being unable to pay, or unlikely to
pay, claims against it. In Denmark the deposit guarantee
scheme fund “Garantiformuen” is regulated under the
Danish implementation of the Deposit Guarantee Scheme
Directive (DGSD). Currently, Garantiformuen is fully fund-
ed. In addition, the Group is required to pay to other Guar-
antee Schemes in other jurisdictions.

Accounting standards (IFRS)
The Group adopts new standards and amendments when
they become mandatory in EU.

The Group has adopted IFRS 9 “Financial Instruments” at 1
January 2018. IFRS 9 provides principles for recognition,
classification and measurement of financial instruments as
well as hedge accounting. IFRS 9 introduces a new impair-
ment model to be applied for certain financial assets requir-
ing earlier recognition of credit losses. The impact is dis-
closed in note 1 in the consolidated financial statements.

From 1 January 2019 the Group will implement IFRS 16,
the new accounting standard for leases. The standard
changes the accounting treatment of leases currently
treated as operating leases. Lessees shall, with a few ex-
ceptions, recognise all types of leases as right of use as-
sets in the statement of financial position and the related
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lease obligations as liabilities. The lease payments will be
recognised as depreciation and interest expense over the
leasing period. The estimated impact is disclosed in note 1
in the consolidated financial statements.

EU Tax regulations plans

The Base Erosion and Profit Shifting (BEPS) project, head-
ed by the OECD, aims to set up an international frame-
work to combat tax avoidance by multinational entities.
The BEPS project resulted in 15 action points with meas-
ures aiming to realign taxation with economic substance
and value creation. The implementation of the measures
continued in 2018 in the participating countries with sev-
eral measures being immediately applicable.

On 21 March 2018 the EU Commission published its pro-
posal for fair taxation of the Digital economy. The proposal
consists of measures which aims to ensure that in a digital
economy profits are taxed where the value is created.
There seems to be consensus between the EU member
states that taxation of the growing digital economy is a
challenge that needs to be addressed. However, whether
the member states can agree on a solution for a coordi-
nated tax policy remains uncertain.

On 25 May 2018 the EU Counsel adopted a Directive on
mandatory disclosure and exchange of information on
cross-border tax arrangements. The Directive is an amend-
ment to the Directive of Administrative Cooperation (DAC)
and is part of the efforts to fight aggressive tax planning and
increase tax transparency within the EU. Under the Directive
EU based intermediaries will be obliged to disclose informa-
tion on cross-border tax arrangements to the tax authori-
ties, if the arrangement meets certain specific defined crite-
ria. The reporting obligation will start on 31 august 2020 for
tax arrangements initiated after 25 June 2018.

CRR and CRD IV

The Fourth edition of the Capital Requirements Directive (CRD
IV) and Capital Requirements Regulation (CRR) has been appli-
cable from the beginning of 2014. In November 2016 the EU
Commission published a proposal containing a package of leg-
islative revisions of key parts of the regulation frameworks here
amongst parts of CRR/CRD IV. The revision which includes vari-
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ous implementations from Basel Il is not yet finalised and the
exact timing of EU implementation is still uncertain.

Depending on the final calibration of the regulation and
implementation in the EU, the revision may impact the
Group's future level of Risk Exposure Amounts.

CRD IV defines the overall supervisory framework for
banks (including the individual risk assessment) and other
measures such as the combined capital buffer require-
ments, governance and remuneration requirements.

CRD IV has come into force through implementation in the
Danish regulation.

CRR covers a wide range of requirements for banks across
EU member states, including capital requirements, defini-
tions of capital, risk exposure amounts, leverage ratio,
large exposure and liquidity requirements. CRR applies di-
rectly to all credit institutions in the EU and does not, un-
like the directive, require national implementation in the
form of national law.

In addition to CRD IV and CRR, the EU has issued several
Commission Delegated Acts, Commission Implementation
Acts, Regulatory Technical Standards (RTS) and Implement-
ing Technical Standards (ITS), which are applicable for the
Bank and the Group.

Capital requirements

CRD IV and CRR require the Group to monitor and report
capital requirements and buffers. Saxo Bank will, over time,
be required to set aside more and higher quality capital as
a cushion against events with a negative capital impact.

Saxo Bank is required to hold a “capital conservation buff-
er” to absorb losses and protect the capital, and a “coun-
tercyclical capital buffer” to ensure that in times of eco-
nomic growth, the Group accumulates a sufficient capital
base to enable it to continue its operations under adverse
conditions. In addition, member states may decide to re-
quire additional buffers. If the Bank does not maintain
these buffers, restrictions will be placed on its ability to pay
dividend until the buffer-requirements are sufficiently met.



In Denmark, the “capital conservation buffer” will reach the
final stage of it's phasing in 2019 reaching a level of 2.5%
of the Risk Exposure Amounts.

The “countercyclical capital buffer” has been applied since
2015 and is dependent on the potential national intro-
duction of the countercyclical buffers. This may affect the
Group's capital ratios, if the buffer requirement is activated
in jurisdictions where the Group has exposures. However,
only a few countries have currently set a countercyclical
buffer. In Denmark a countercyclical capital buffer level of
0.5% of the Risk Exposure Amounts is introduced on 31
March 2019, and a further increase to 1.0% is scheduled
on 30 September 2019.

Specification on the Bank's and the Group's capital state-
ment, capital instruments, current capital requirements
and capital buffers are disclosed in the unaudited Risk Re-
port 2018 and the quarterly ICAAP Q4 2018 Report. The
reports are available at www.home.saxo/about-us/inves-
tor-relations.

Leverage ratio

CRD IV and CRR require Saxo Bank and the Group to re-
port and monitor their leverage ratios. The leverage ratio
is defined as Tier 1 capital divided by a non-risk-based
measure of an institution’s on- and off-balance sheet items
(the "exposure measure”). The leverage ratio is currently
assessed under Pillar Il (ICAAP requirement). A minimum
requirement to the Leverage Ratio is expected to be intro-
duced; exact timing and potential transition rules will be
decided by the EU. Due to the comfortable capital situa-
tion of the Group, fulfilment of a potential minimum re-
quirement is not expected to be an issue.

Specifications on the Bank's and the Group's leverage ratios
are disclosed in the unaudited Risk Report 2018 and are
available at www.home.saxo/about-us/investor-relations.

Liquidity requirements

CRR defines two liquidity ratios, the Liquidity Coverage
Ratio (LCR) and the Net Stable Funding Ratio (NSFR). The
LCR stipulates that banks must have a liquidity buffer that
ensures a survival horizon of at least 30 calendar days in a
stressed liquidity scenario.

The NSFR s intended to ensure a sound funding structure
by promoting an increase in long-term funding. NSFR ex-
pected to be introduced as a binding requirement; howev-
er exact timing and potential transition rules is still unde-
cided by the EU.

In addition, CRR and guidelines from EBA require Saxo
Bank to monitor, report and disclose Asset Encumbrance.

Specification on the Bank's and the Group's LCR, NSFR and
Asset Encumbrance are disclosed in the unaudited Risk
Report 2018 and are available at www.home.saxo/about-
us/investor-relations.

Governance

CRD IV sets requirements concerning corporate govern-
ance arrangements and processes with the aim to ensure
the effectiveness of risk oversight by Boards, improving the
status of the risk management function and ensuring effec-
tive monitoring by supervisors of risk governance. The
Group's current implementation of governance is disclosed
in the unaudited Risk Report 2018 according to CRR.

Remuneration

According to CRD IV and Danish Legislation, the Group is
required to implement a remuneration policy for staff
members whose professional activities have material im-
pact on the institution’s risk profile. This policy shall ensure
that remuneration is consistent with sound and effective
risk management and provides an incentive for prudent
and sustainable risk taking. Remuneration Regulation sets
limits on the relationship between the variable (or bonus)
component of remuneration and the fixed component (or
salary), requirements to remuneration reporting and dis-
closure requirements. The Saxo Bank Remuneration Re-
port for 2018 is available at www.home.saxo/about-us/in-
vestor-relations.

Supervisory Diamond

The Danish FSA applies a number of specific risk indicators
and threshold values to banks in Denmark, in a Superviso-
ry Diamond. Saxo Bank A/S' compliance with the specific
risk indicators is disclosed in the Supervisory Diamond Re-
port which can be found at www.home.saxo/about-us/in-
vestor-relations.
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CLOUD PARTNERSHIP
WITH MICROSOFT

Saxo Bank joins forces with Microsoft to shape the
future of cloud services in the financial industry

In April, Saxo Bank and Microsoft announced a strategic
partnership to break new ground in terms of the financial
industry’s use of cloud solutions, with the aim of run-

ning the Saxo Bank Group’s entire banking platform

on Microsoft's Azure cloud. By leveraging the Microsoft
Cloud Saxo Bank gets a much more efficient, flexible and
scalable infrastructure, allowing Saxo Bank to spend more
time on developing technology and less time on running
it. Running the entire technology stack in the cloud allows
Saxo Bank to tap into Microsoft's global infrastructure and
data centers which brings the technology even closer to
partners and clients.

Saxo BanK's cloud journey also allows for easier integra-
tion with partners, which is crucial to the bank’s strategy.
Moreover, the partnership gives Saxo Bank the opportu-
nity to leverage Microsoft's global salesforce through a co-
selling setup. This showcases Saxo Bank's fintech solutions
and demonstrates the true potential of the partnership to
a global audience.

With the migration to Microsoft's cloud Saxo Bank
ensures scalability, flexibility and security in the digital
infrastructure, Saxo Bank's “Banking-as-a-service” offering
is expected to scale significantly.
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CAPITAL MANAGEMENT

The purpose of Saxo Bank Group's capital management is to
ensure that the Group has sufficient capital at all times to
cover the risks associated with its activities. The framework
for the Group's capital management is rooted in the CRD IV
Pillars |, Il and Ill. Pillar | define a set of rules for calculating
the minimum capital requirement. Pillar Il describes the
framework for the Group's Internal Capital Adequacy Assess-
ment Process (ICAAP) and the supervisory review, while Pillar
Il contains the disclosure aspects. The Group's ICAAP com-
prises five steps as described below:

Step 1:  Minimum capital requirement (Pillar ), which
constitutes 8% of the Group's Risk Exposure
Amount (REA) calculated in accordance with the
standard formulas defined in CRR and CRD V.
Internal assessment of whether further capital re-
quirements are needed in addition to Pillar | using
quantitative approaches and expert inputs (Pillar I1)
Stress testing of different risk items under each
risk category using sensitivity testing and scenario
analysis. If the potential impact of risks are found,
with sufficient plausibility and severity, not covered
sufficiently in step 1 and 2, an assessment is made
whether further add-on (Pillar Il) has to be made or
addressed in the capital planning

Capital adequacy determination based on the
three previous steps

Disclosure (Pillar II1)

Step 2:

Step 3:

Step 4:

Step 5:

PILLAR I, CAPITAL REQUIREMENTS

This first step in assessing the Group's adequate capital
level is to calculate the minimum capital requirement us-
ing the CRR - Pillar I. The Group uses the following meth-
odologies to calculate risk exposure amounts for the
three types of risks:

Credit risk - The Standard Method

+ Credit Risk: The Standard Method

+ Counterparty Credit Risk: Marked to market Method

+ Credit Risk Mitigation: Financial Collateral Comparative
Method

+ CVA-Risk: Standardised Method
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Market risk - Standard methods

+ Equity Price Risk: The Standardised Approach

- Currency Risk: The Standardised Approach

* Interest Rate Risk: The Standardised Approach

+ Option Risk (gamma, vega): The Scenario Approach
+ Commodity Risk: The Maturity Ladder Method

Operational risk - Basic Indicator Method

PILLAR Il, 8+ METHODOLOGY

The second step is an internal assessment of the risks to
which the Group is exposed using a quantitative approach
or expert input. This approach, where each risk category is
assessed subjectively in accordance with certain principles
and with DFSA's capital adequacy requirement guideline, de-
termines whether additional capital requirements for each
of the risk categories are needed in addition to Pillar I. More
details regarding how the exposures for each of the risk cat-
egories are assessed can be found in the unaudited Saxo
Bank Group Risk Report 2018, which is available at www.
home.saxo/about-us/investor-relations.

Credit risk

As a baseline, the Group follows the DFSA capital adequacy
requirement guideline in the assessment of additional Pillar
Il requirements within the Credit risk area. As a supplement
to this, credit exposures arising from margin trading activities
are assessed using alternative approaches to assess the
risks not covered by the Pillar | calculation.

Market risk

As a baseline, the Group follows the DFSA capital adequacy
requirement guideline in the assessment of additional Pillar
Il requirements within the Market risk area. As a supplement
to this expert judgements are being used to evaluate if there
are risks not covered by Pillar I.

Operational, Compliance and Legal risk

The Group's operational risk is as a baseline assessed ac-
cording to the DFSA capital adequacy requirement guideline
in the assessment of additional Pillar Il requirements within
the operational risk area. As a supplement to this expert



judgements are being used to evaluate if there are risks not
covered by Pillar 1.

Liquidity risk

The liquidity risk is determined as the increased cost of rais-
ing capital in a very illiquid market. The Saxo Bank Group has
determined the liquidity risk based on stressed scenarios
with a liquidity shortfall within the Group. To the extent that
the events bring the liquidity below internally set thresholds,
capital will be explicitly allocated to cover the risk.

Business risk

The business risk reflects the risks of a direct or an indirect
loss, or damaged reputation as a result of changes in exter-
nal circumstances or events. Some of these risks are only
partially captured in the other risk categories, which is why
these risks are addressed in this category.

CAPITAL REQUIREMENT ADEQUACY TESTING

In addition to the Pillar I and Pillar Il approach, the Group
uses stress testing and scenario analysis to test the adequa-
¢y of the capital requirement. The stress tests and scenarios
reflect a loss given the occurrence of an impact or event. The
tests and scenarios are developed on the basis of the risk
register and reflect exceptional but possible single events or
chains of events.

Furthermore, the Group uses a number of combined sce-
narios, combining multiple events across risk categories.
Where applicable, the scenarios takes insurance coverage
into account.

If the testing shows the capital requirement assessed
through Pillar I and Pillar Il is underestimating the risks, then

the Pillar Il assessment is revisited.

CAPITAL ADEQUACY DETERMINATION

Upon completion of the previous steps, the appropriate lev-
el of capital adequacy to operate the Group is determined
as the sum of each risk category's capital requirement.

CAPITAL PLANNING

Part of the ICAAP is planning future capital needs in re-
lation to the future regulatory requirements, the busi-
ness environment, growth and strategic plans in the
years to come. Potential major changes to the risk pro-
file, and thereby the future solvency needs, are estimat-
ed using the ICAAP and captured in the Capital Plan.
The Capital Plan is used in the strategic decision-making
process by the Board of Management and the Board of
Directors.

LIQUIDITY MANAGEMENT

In accordance with EU regulation, Danish credit institu-
tions are required to perform an internal liquidity adequa-
cy assessment process (ILAAP). Accordingly, the purpose
of the ILAAP is to determine the adequate level of liquidity
that is required to operate the Saxo Bank Group.

The ILAAP is based on an internal process in which the
Board of Management assesses the overall liquidity and
funding risks. It is the policy of the Group to update, main-
tain and execute stress tests on the liquidity on an ongo-
ing basis. In addition, the Group's objectives and liquidity
risk appetite are monitored as part of the ILAAP process.
Liquidity management in the Saxo Bank Group covers
short-term and long-term as well as intraday liquidity
management. The Group relates to both regulatory and
self-assessed liquidity ratios and stress tests to ensure
that liquidity requirements and operating obligations are
met on all time horizons.

Procedures for the intraday liquidity management ensure
that the Bank is positioned for timely and accurate settle-
ments and executions of any demands, requirements and
obligations.

Details regarding the liquidity management can be
found in the unaudited Saxo Bank Group Risk Report
2018 available at www.home.saxo/about-us/investor-re-
lations.
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RISK FACTORS

Saxo Bank Group is exposed to various risks that are ac-
tively monitored as applicable based on the underlying ex-
posure. The Group strives to manage and mitigate those
risks that it has influence upon in order to ensure that
risks are within the Group's risk appetite. In addition, the
Group may be subject to external events beyond its con-
trol, e.g. acts of terror, political intervention, changes in
technology or other rare and unpredictable exogenous
events. The Group strives to be observant and responsive
to changes in the external environment.

Risk factors, which may adversely affect the Group's future
growth, activities, financial position and results, are de-
scribed below. However, this may not be an exhaustive de-
scription.

Further information on the risk management framework
can be found in the Risk Report 2018 at www.home.saxo/

about-us/investor-relations.

CREDIT RISK

Client's margin trading exposures may lead to uncollat-
eralised client trading exposures in the event of an un-
expected large price gap in one or several markets. In
these instances the collateral posted by clients may not
fully offset sustained trading deficits, which in turn may
turn into losses if the Group is unable to collect the
amounts due. To limit these risks the Group has several
mitigants in place, e.g. a real-time monitoring system
which can intervene and liquidate client exposures in-
stantaneously in case of an adverse market movement.

Counterparty credit exposures also exist towards the
Group's prime brokers/market liquidity providers being
in general major international banks. The majority of the
Group's counterparty default risk exposure is mitigated
by pledging collateral via third party custody accounts or
by bilateral collateral agreements. However, all credit ex-
posures cannot be totally eliminated on an intraday ba-
sis. In acknowledgement of this fact, the Group only op-
erates with regulated counterparties having a high credit
rating and within a set of predefined limits.

32 - SAXO BANK - ANNUAL REPORT 2018

MARKET RISK

The Group is market liquidity provider with no proprietary
position taking in the Markets operation. The vast majority
of the trading flow from clients taking place on the Saxo
trading platform is executed and hedged automatically in
order to minimize the intermediate market risk. However
limited market risk arises from the trading when the trad-
ing flows related to some products are optimised e.g. by
bundling of client trades toward the broker counterparties.

The Group encounters market risk from the investment of
client funds deposited in Saxo Bank as margin to support
the clients' trading activities. The deposited funds are in-
vested conservatively in short-term government or prime
rated covered bonds. The difference in the variability of
short-term interest rates for deposited client funds and
the variability for short- to medium-term government or
other bonds bought by the Group entails market risk.

Market risk exposures are monitored closely on an intra-
day basis.

OPERATIONAL RISK

Business and IT infrastructure disruption

The Saxo Bank Group is highly dependent on the continu-
ous operation of its IT infrastructure. Therefore, system
failures could impact the Group's services to its clients or
critical internal business processes. Consequently, a sys-
tem outage may have a financial and reputational impact
on the Group.

In order to control and minimize this risk the Group has
redundant data centres, business contingency plans and
insurance programs in place that are regularly reviewed
and challenged to ensure continuing effectiveness and rel-
evance.

Compliance risk

As the Group is operating under regulated licences an ex-
posure to compliance risk is present. In order to minimise
this risk Saxo Bank Group promotes a strong compliance
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culture, where compliance risk is identified and continu-
ously monitored.

Cyber security risk
Cyber-attacks on financial institutions are increasingly be-

coming more sophisticated and targeted than ever before.

These emerging threats could harm the Group and its cli-
ents, which might affect the Group financially or harm its
reputation.

The Group is taking several steps to protect its infrastruc-
ture both with policies and procedures as well as mitiga-
tion using technical controls for these emerging threats.
The Group furthermore monitors the evolution of cyber-
attacks, ensuring that effective and adaptive defences are
in place at all times.

Third party service providers

The Group relies on service providers to perform certain
functions. These service providers also face technology
and operating risks, and any significant failures by them
could cause the Group to incur losses and harm the
Group's reputation.

Substantial outsourcing agreements with third parties are
monitored and reviewed regularly to ensure that they

meet the Group's internal policies and requirements.

BUSINESS RISK

The competitive environment

Technology spreads out making it easier to replicate exist-
ing trading platforms and enabling newcomers to start up
at low cost. As a result of lower barriers to entry, many
low-cost players have been attracted to the marketplace.

Consequently, these newcomers may lead to increased
price competition, which could have an adverse impact on
the Group. The Group continuously seeks to differentiate

its offerings from its competitors through investment in its
products, services and technology.

The regulatory environment

Furthermore, new regulations could potentially constrain
the Group's ability to provide products and services to its
clients or may increase the costs of providing such prod-
ucts and services.

A more detailed description of the Group's regulatory envi-
ronment can be found on page 25.

Client activity

Saxo Bank Group believes that the potential growth in de-
mand for its products is impacted by market volatility as
well as the general economic conditions. Thus, the de-
mand for the Group's products is subject to changes in
market conditions as well as clients’ attitude towards risk
and other factors beyond the Group's control. Periods of
low risk appetite mean lower activity and reduced demand
for the Group's leveraged products, which may have an
adverse effect on the Group's results and financial posi-
tion.

LIQUIDITY RISK

The Group encounters liquidity risk mainly when facilitat-
ing clients’ trading activities. Liquidity Risk is the risk of the
Group not being able to fulfil its payment obligation as
they fall due, the risk of the cost of funding rising to dispro-
portionate levels or the risk that the Group does not com-
ply with regulatory liquidity requirements.

Liquidity management in Saxo Bank covers short-term and
long-term, as well as intraday liquidity management. In or-
der to mitigate liquidity risk, the Group is operating with
systems enabling relevant parties to gain timely informa-
tion on the liquidity requirements and reserves at any giv-
en time.
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The pan-European financial regulator, ESMA, implemented new consumer
protection measures in relation to the provision of CFDs to retail clients.
Saxo Bank welcomes and supports the measures set forth by ESMA and
believes that consistent, harmonised regulation at a European level is very
positive for clients and the industry as a whole. The measures include
caps on leverage that help create better alignment between leverage lev-
els and market conditions, which Saxo Bank finds fair and proportionate.

Saxo Bank expects these measures will increasingly turn the competitive
focus in the margin trading industry away from high leverage and towards
the quality of platforms, price, product and service. This shift is positive for
clients and for Saxo Bank.

Saxo Bank has made the clear strategic decision not to compete on high
leverage and focus on creating mutually beneficial relationships with cli-
ents, which means the bank is well placed to maintain and grow the busi-
ness in this new regulatory environment.
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INCOME STATEMENT - SAXO BANK GROUP
1 JANUARY - 31 DECEMBER

Note (DKK 1,000) 2018 2017
3 Interest income calculated using the effective interest method 122,859 150,275
Other interest income 1,617,822 1,518,646
4 Interest expense (323,544) (225,954)
Net interest income 1,417,137 1,442,967
5 Fee and commission income 1,441,636 1,385,600
6 Fee and commission expense (862,072) (888,542)
Net interest, fees and commissions 1,996,701 1,940,025
7 Price and exchange rate adjustments 789,368 1,086,952
Operating income 2,786,069 3,026,977
19 Other income 803,230 7,318
8 Staff costs and administrative expenses (2,209,974) (2,150,505)
Depreciation, amortisation and impairment of intangible and tangible assets (311,519) (305,767)
Other expenses (25,872) (31,685)
Impairment charges loans and receivables etc. (12,973) 7,826
Profit before tax 1,028,961 554,164
10 Tax (73,196) (153,041)
Net profit 955,765 401,123
Net profit attributable to:
Shareholders of Saxo Bank A/S 947,667 394,827
Additional tier 1 capital holders 32,643 32,643
Non-controlling interests (24,545) (26,347)
Net profit 955,765 401,123
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STATEMENT OF COMPREHENSIVE INCOME - SAXO BANK GROUP
1 JANUARY - 31 DECEMBER

Note (DKK 1,000) 2018 2017

Net profit 955,765 401,123

Other comprehensive income

[tems that will not be reclassified subsequently to income statement:

Remeasurement of defined benefit plans (1,846) 12,025
10 Tax 390 (1,578)
ltems that will not be reclassified subsequently to income statement (1,456) 10,447

ltems that are or may be reclassified subsequently to income statement:

Exchange rate adjustments 41,867 (145,248)
24 Hedge of net investments in foreign entities (15,087) 104,417
ltems reclassified to income statement 233 -

24 Fair value adjustment of cash flow hedges:
Effective portion of changes in fair value 761 (1,675)
Net amount transferred to income statement 6,290 13,615
10 Tax 903 (24,251)
Items that are or may be reclassified subsequently to income statement 34,967 (53,142)
Total other comprehensive income 33,511 (42,695)
Total comprehensive income 989,276 358,428

Total comprehensive income attributable to:

Shareholders of Saxo Bank A/S 981,178 352,132
Additional tier 1 capital holders 32,643 32,643
Non-controlling interests (24,545) (26,347)
Total comprehensive income 989,276 358,428
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STATEMENT OF FINANCIAL POSITION - SAXO BANK GROUP
AT 31 DECEMBER

Note (DKK 1,000) 2018 2017
ASSETS
Cash in hand and demand deposits with central banks 2,960,272 2,720,359
Receivables from credit institutions and central banks 1,777,088 4,113,164
11 Trading assets 26,504,833 28,713,715
Loans and other receivables at amortised cost 138 1,686,002
Current tax assets 47,523 4,974
12 Intangible assets 1,768,806 1,617,712
14 Tangible assets 790,355 784,799
10 Deferred tax assets 29,265 28,551
17 Other assets 605,833 286,275
Total assets 34,484,113 39,955,551
LIABILITIES
Debt to credit institutions and central banks 4,653,809 3,764,567
Il Trading liabilities 1,724,743 2,519,801
Deposits 21,370,224 27,811,163
Current tax liabilities 61,842 55,861
17 Other liabilities 600,529 670,733
10 Deferred tax liabilities 41,595 54,154
15 Provisions 118,531 106,727
16 Subordinated debt 360,672 351,131
Total liabilities 28,931,945 35,334,137
18 EQUITY
Share capital 68,284 68,284
Translation reserve 213,181 174,721
Hedging reserve (37,885) (43,269)
Revaluation reserve 49,597 51,936
Retained earnings 4,913,000 3,985,584
Shareholders of Saxo Bank A/S 5,206,177 4,237,256
Additional tier 1 capital 345,991 346,048
Non-controlling interests - 38,110
Total equity 5,552,168 4,621,414
Total liabilities and equity 34,484,113 39,955,551
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STATEMENT OF CHANGES IN EQUITY - SAXO BANK GROUP

AT 31 DECEMBER

Shareholders of Saxo Bank A/S

Trans- Reva- Additional Non-

Share lation Hedging luation Retained tier 1 controlling
(DKK 1,000) capital reserve reserve reserve earnings Total capital interests Total
Equity 1 January 2017 68,284 237,061 (52,467) 53,944 3,543,842 3,850,664 346,026 41,710 4,238,400
Net profit - - - - 394827 394,827 32,643 (26347) 401,123
Other comprehensive income
Exchange rate adjustments - (145,248) - - - (145,248) - - (145,248)
ﬁg%gig; net investments - 104417 - - - 104417 - - 104417
Eziégslsue adjustment of cash flow ) - 11,940 } } 11,940 } } 11,940
Revaluation of domicile properties - - - (2,575) 2,575 - - - -
Remeasurement of defined benefit plans - - - - 12,025 12,025 - - 12,025
Tax - (21,509  (2,742) 567 (2,145) (25,829) - - (25,829)
Total other comprehensive income - (62,340) 9198  (2,008) 12,455 (42,695) - - (42,695)
Total comprehensive income - (62,340) 9,198 (2,008) 407,282 352,132 32,643 (26,347) 358,428
Transactions with owners
Tier 1 interest payment - - - - - = (32,621) - (32,621)
Share-based payments - - - - 25,628 25,628 - 367 25,995
iantaer;see;gions with non-controlling ) ) ) ) 1650 1650 ) 22,380 24,030
Tax - - - 7,182 7,182 - - 7,182
Equity at 31 December 2017 68,284 174,721 (43,269) 51,936 3,985,584 4,237,256 346,048 38,110 4,621,414
‘RF%SStagtement on initial application of ) ) . (26498) (26498 ) (1463)  (27.967)
Restated equity at 1 January 2018 68,284 174,721 (43,269) 51,936 3,959,086 4,210,758 346,048 36,647 4,593,453
Net profit - - - - 947,667 947,667 32,643 (24,545) 955,765
Other comprehensive income
Exchange rate adjustments - 41,867 - - - 41,867 - - 41,867
m%%gig r;ittiit?evse sments - (15087) - - (15087) - - (15087)
ltems reclassified to income statement - 233 - - - 233 - - 233
Eaeicrjgslsue adjustment of cash flow ) - 7051 ) ) 7,051 ) ) 7,051
Revaluation of domicile properties - - - (2,999) 2,999 - - - -
Remeasurement of defined benefit plans - - - - (1,846) (1,846) - - (1,846)
Other equity movements - 8,877 - - (8,877) - - - -
Tax - 2570  (1,667) 660 (270) 1,293 - - 1,293
Total other comprehensive income - 38,460 5,384  (2,339) (7,994) 33,511 - - 33,511
Total comprehensive income - 38460 5384 (2,339) 939,673 981,178 32,643 (24,545) 989,276
Transactions with owners
Tier 1 interest payment - - - - - - (32,700) - (32,700)
Share-based payments - - - - 7,059 7,059 - - 7,059
iantaer;sez;%ions with non-controlling ) ) ) ) ) ) ) (12102)  (12,102)
Tax - - - - 7,182 7,182 - - 7,182
Equity at 31 December 2018 68,284 213,181 (37,885) 49,597 4,913,000 5,206,177 345,991 - 5,552,168
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STATEMENT OF TOTAL CAPITAL - SAXO BANK GROUP
AT 31 DECEMBER

(DKK 1,000) 2018 2017
Tier 1 capital

Total equity 1 January excl. non-controlling interests 4,210,758 3,850,664
Net profit excl. non-controlling interests 980,310 427,470
Accrued interest (dividend) on Additional tier 1 capital, net of tax (25,461) (25,461)
Share-based payments 7,059 25,628
Total other comprehensive income 33,511 (42,695)
Change in Common equity tier 1 capital (CET1 capital) - 1,650
Common equity tier 1 capital from subsidiaries - 964
Hedging reserve 37,884 43,269
Intangible assets (1,768,806) (1,617,712)
Deferred tax liabilities, intangible assets 78,516 91,962
Deferred tax assets (15,691) (14,594)
Prudent valuation adjustments (28,262) (31,234)
Common equity tier 1 capital (net after deduction) 3,509,818 2,709,911
Additional tier 1 capital 334,802 334,802
Tier 1 capital from subsidiaries - 101
Total tier 1 capital 3,844,620 3,044,814
Tier 2 capital

Subordinated debt 360,672 351,131
Tier 2 capital from subsidiaries - 169
Total tier 2 capital 360,672 351,300
Total capital 4,205,292 3,396,114
Risk exposure amounts

Credit risk 3,069,572 5,896,996
Market risk 3,474,861 3,952,949
Operational risk 5,487,437 5,099,745
Total Risk exposure amounts 12,031,870 14,949,690
Common equity tier 1 ratio 29.2% 18.1%
Tier 1 capital ratio 32.0% 20.4%
Total capital ratio 35.0% 22.7%

Total capital is calculated in accordance with CRD IV and CRR applicable taking transitional rules into account as stipulated by the Danish

Financial Supervisory Authority.

The unaudited Risk Report 2018 provides further information on the assesment of the regulatory capital and is available on the Group's web-

site www.home.saxo/about-us/investor-relations.

42 - SAXO BANK - ANNUAL REPORT 2018



CASH FLOW STATEMENT - SAXO BANK GROUP
AT 31 DECEMBER

(DKK 1,000) 2018 2017

Cash flow from operating activities
Profit before tax 1,028,961 554,164
Tax paid (121,973) (130,387)

Adjustment for non-cash operating items:

Amortisation and impairment charges of intangible assets 263919 263,010
Depreciation and impairment charges of tangible assets and investment properties 47,600 42,757
Loan impairment charges 12,973 (7,826)
Other non-cash operating items (789,836) (142,989)
Total 441,644 578,729

Changes in operating capital:

Receivables from credit institutions and central banks (563) 9,537
Derivative financial instruments (38,832) 84,876
Loans and other receivables at amortised cost (5,827) 64)
Bonds (44,465) 1,674,550
Other assets (136,628) 15,790
Debt to credit institutions and central banks 887,232 (3,219,336)
Deposits (545,648) 176,735
Provisions and other liabilities 72,792 29,548
Cash flow from operating activities 629,705 (649,635)
Cash flow from investing activities

Divestment of businesses and other participating interests, net of cash (2,187,728) 1,639
Acquisition of businesses and other participating interests, net of cash (2,107)

Acquisition of intangible and tangible assets (526,008) (341,800)
Cash flow from investing activities (2,715,843) (340,161)
Cash flow from financing activities "

Tier 1 interest payment (32,700) (32,621)
Redemption of subordinated debt - (186,008)
Transactions with non-controlling interests 14,682 22,904
Share-based payments 7,430 8,361
Cash flow from financing activities (10,588) (187,364)
Net increase/(decrease) in cash and cash equivalents (2,096,726) (1,177,160)
Cash and cash equivalents at 1 January 6,828,633 8,005,793
Cash and cash equivalents at 31 December 4,731,907 6,828,633
Cash and cash equivalents at 31 December

Cash in hand and demand deposits with central banks 2,960,272 2,720,359
Amounts due from credit institutions and central banks within three months 1,771,635 4,108,274
Cash and cash equivalents at 31 December 4,731,907 6,828,633

' Cash and non-cash changes arising from financing activities are disclosed in note 16 Subordinated debt.
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NOTES - SAXO BANK GROUP

Note

1 Accounting policies

Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS), as adopted
by the EU commission, and the requirements in the Danish FSA's executive order on the application of IFRS by entities subject to the Danish
Financial Business Act.

On 25 February 2019, the Board of Directors and Board of Management authorise the Annual Report for the financial year 2018 for Saxo Bank
A/S for issue. The Annual Report will be submitted for approval by the shareholders of Saxo Bank A/S at the Annual General Meeting on 26
February 2019.

The Group has implemented standards and amendments applicable from 1 January 2018. Except for the implementation of IFRS 9 Financial
Instruments as described below there has been no material impact on shareholder’s equity or total assets regarding implementation of other
standards and amendments.

Change in accounting policies

IFRS 9 Financial Instruments

The IAS 39 accounting standard for Financial Instruments is replaced with IFRS 9 Financial Instruments. The Group has adopted IFRS 9 with date
of transition 1 January 2018. IFRS 9 provides principles for recognition, classification and measurement of financial instruments as well as hedge
accounting. IFRS 9 introduces a new impairment model (the expected credit loss impairment model, compared to an incurred loss impairment
model in IAS 39) to be applied for certain financial assets requiring earlier recognition of credit losses.

Impact of the change in accounting policy and comparative figures

The Group's classification of financial assets and liabilities has not changed due to the implementation of IFRS 9 compared to IAS 39. Application
of the new impairment model has increased the provisions for impairment and impacts the carrying amount of the financial assets accordingly.
There have been no changes to measurement of financial liabilities.

Adjustments to the carrying amounts of financial assets at the date of transition were recognised in Equity (retained earnings) as per 1 January
2018. The impact is a reduction of equity of DKK 35.8 million before tax and DKK 27.9 million after tax. As permitted by the transitional provi-
sions of IFRS 9 comparative figures are not restated.

For the purpose of clarity, the disclosures of the impact of IFRS 9 are prepared using the concepts of materiality and relevance especially after
the disposal of the retail banking activities in Saxo Privatbank A/S. This means that disclosures not considered material in terms of quantitative
and qualitative measures or relevant to financial statement users are aggregated and presented together with other items in the notes.

Reconciliation of statement of financial position balances from IAS 39 to IFRS 9

The following table reconciles the carrying amounts of financial assets, from their previous measurement under IAS 39 to their new measure-
ment upon transition to IFRS 9. The measurement for financial assets measured at amortised cost has changed due to the new impairment
model.

IAS 39 carrying Remeasurement due IFRS 9 carrying
amount to changes in amount
(DKK 1,000) 31 December 2017 accounting policy 1 January 2018
ASSETS
Cash in hand and demand deposits with central banks 2,720,359 2,720,359
Receivables from credit institutions and central banks 4,113,164 (5,804) 4,107,360
Trading assets 28,713,715 28,713,715
Loans and advances at amortised cost 1,686,002 (30,044) 1,655,958
Current tax assets 4974 4974
Intangible assets 1,617,712 1,617,712
Tangible assets 784,799 784,799
Deferred tax assets 28,551 28,551
Other assets 286,275 286,275
Total assets 39,955,551 (35,848) 39,919,703

The tax impact due to remeasurement amounts DKK 7,887 thousand.
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Note

1 Accounting policies - continued

Basis of preparation
The consolidated financial statements are presented in Danish kroner (DKK), which is the functional currency of Saxo Bank A/S. All amounts have
been rounded to nearest DKK thousand, unless otherwise stated.

The consolidated financial statements of Saxo Bank A/S for the year ended 31 December 2018 comprise Saxo Bank A/S and its subsidiaries (to-
gether referred to as “the Group”).

The consolidated financial statements have been prepared on the historical cost basis, except for the following assets and liabilities, which are
measured at fair value: trading assets, investment securities, investment properties and trading liabilities.

For the purpose of clarity, the financial statements and the notes to the financial statements are prepared using the concepts of materiality and
relevance. This means that line items not considered material in terms of quantitative and qualitative measures or relevant to financial state-
ment users are aggregated and presented together with other items in the financial statements. Similarly, information not considered material is
not presented in the notes.

Basis of consolidation

The consolidated financial statements comprise Saxo Bank A/S and subsidiaries controlled by Saxo Bank A/S. Control is achieved when Saxo
Bank A/S is exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to affect those returns through
its power over the entity. When determining whether Saxo Bank A/S has control, de facto control and potential voting rights, which at the report-
ing date are substantive, are considered. For a right to be substantive, Saxo Bank A/S must have the practical ability to exercise that right.

Changes in ownership interest in a subsidiary, without loss of control, are accounted for as equity transactions.

In case of loss of control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, non-controlling interest and other
components of equity. Any gain or loss is recognised in Other income and expenses. Any investment retained is recognised at fair value on initial
recognition. Subsequently it is accounted for as an associate, joint venture or investment security depending on the level of influence retained.

Information on Group entities is disclosed in note 29.

The consolidated financial statements have been prepared as a consolidation of the financial statements of Saxo Bank A/S and subsidiaries
prepared according to the Group's accounting policy. On consolidation, group internal income and expenses, shareholdings, group internal bal-
ances, and realised and unrealised gains and losses on group internal transactions are eliminated.

The non-controlling interest's share of the net profit/loss for the year and of the equity of subsidiaries, which are not wholly owned, are included
in the Group's net profit/loss and equity, respectively, but is disclosed separately.

Business combinations

Acquired businesses are recognised in the consolidated financial statements from the date of acquisition. The date of acquisition is the date
when the Group obtains control of the acquired entity. Businesses which are divested are recognised in the consolidated financial statements
until the date of control ceases.

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the aggregate of the consid-
eration transferred, which is measured at acquisition date fair value. The identifiable assets, liabilities and contingent liabilities of acquired busi-
nesses are measured at fair value at the acquisition date. Identifiable intangible assets are recognised if separable or if they arise from contrac-
tual or other legal rights. Deferred tax, if any, related to fair value adjustments is recognised.

If uncertainties exist at the acquisition date regarding identification or measurement of identifiable assets, liabilities and contingent liabilities or
the consideration transferred, initial recognition will take place on the basis of provisionally determined fair values. If identifiable assets, liabilities
and contingent liabilities or consideration are subsequently determined to have a different fair value at the acquisition date from that first as-
sumed, goodwill is adjusted up to 12 months after the acquisition date and comparative figures are restated accordingly. Thereafter no adjust-
ments are made to goodwill, and changes in estimates of contingent consideration relating to business combinations are recognised in Other
income and expenses, net.

Any excess of the fair value of the consideration transferred over the fair value of the identifiable assets, liabilities and contingent liabilities as-
sumed is recognised as goodwill in Intangible assets. If the excess is negative, a gain is recognised in the income statement. Goodwill and fair
value adjustments in connection with the acquisition of a foreign entity with a functional currency other than the presentation currency applied
in the Group are treated as assets and liabilities belonging to the foreign entity and translated into the foreign entity’s functional currency at the
exchange rate at the transaction date.

In a business combination achieved in stages (step acquisition), the shareholding held immediately before the step acquisition is remeasured at
fair value at the acquisition date and recognised as the cost of the shareholding in the entity. Gain or losses from the remeasurement is recog-
nised in Other income or Other expenses.

For each business combination, the Group elects whether to measure the non-controlling interests at fair value or at the proportionate share of
the identifiable net assets. Acquisition-related costs are expensed as incurred.
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Note

1 Accounting policies - continued

On acquisition of non-controlling interests net assets are not remeasured at fair value. On acquisition of non-controlling interests, the difference
between the consideration transferred and the non-controlling interests’ share of total carrying amount including goodwill is transferred from
the non-controlling interests' share of equity to equity attributable to the shareholders of Saxo Bank A/S. On disposal of shareholdings to non-
controlling interests, the difference between the consideration received and the share of total carrying amount, including goodwill, acquired by
the non-controlling interests is transferred from equity attributable to the shareholders of Saxo Bank A/S to the non-controlling interests’ share
of equity.

Gains or losses on the divestment or winding-up of subsidiaries are measured as the difference between the consideration received adjusted
for directly related divestment or winding-up costs and the carrying amount of the net assets at the time of disposal or winding-up including any
carrying amount of goodwill.

Offsetting

Financial assets and liabilities are offset and the net amount presented in the statement of financial position when the Group has a legally
enforceable right to offset the recognised amounts and it intends either to settle on a net basis or to realise the asset and settle the liability
simultaneously. Master netting agreements or similar agreements give the right to offset in the event of default. Such agreements reduce the
exposure further in the event of default, but do not qualify for offsetting in accordance with IFRS.

Foreign currency
Transactions in currencies other than the functional currency of the respective Group entities are considered transactions denominated in for-
eign currencies.

On initial recognition, transactions denominated in foreign currencies are translated to the respective functional currencies of the Group com-
panies at the exchange rates at the transaction date. Foreign exchange adjustments arising between the exchange rates at the transaction date
and at the date of payment are recognised in the income statement as Foreign exchange rate adjustments.

Monetary assets and liabilities denominated in foreign currencies are translated at the exchange rates at the reporting date. The difference
between the exchange rates at the reporting date and at the date of transaction or the exchange rate in the latest financial statements is recog-
nised in the income statement as Foreign exchange rate adjustments.

On recognition in the consolidated financial statements of Group companies with a functional currency other than DKK, the income statements
and statements of cash flows are translated at the exchange rates at the transaction date and the statements of financial position are translated
at the exchange rates at the reporting date. An average exchange rate for the month is used as the exchange rate at the transaction date to the
extent that this does not significantly deviate from the exchange rate at the transaction date. Both the foreign exchange adjustments arising on
translation of the opening balance of equity (including goodwill) of foreign entities at the exchange rates at the reporting date and on translation
of the income statements from the exchange rates at the transaction date to the exchange rates at the reporting date are recognised in other
comprehensive income and presented in equity under Translation reserve.

On complete or partial disposal of a foreign entity, the share of the cumulative amount of the exchange rate adjustments recognised in other
comprehensive income relating to that foreign entity is recognised in the income statement when the gain or loss on disposal is recognised.

Hedge accounting

Net investment hedge

When a derivative or a non-derivative financial liability is designated as the hedging instrument in a hedge of a net investment in a foreign entity
any gain or loss on the hedging instrument relating to the effective portion of the hedge is recognised in other comprehensive income and
presented in equity under Translation reserve. The gain or loss relating to the ineffective portion is recognised immediately in the income state-
ment. On complete or partial disposal of a foreign entity gains and losses accumulated in equity are reclassified and recognised in the income
statement when the gain or loss on disposal is recognised.

Cash flow hedge

When a derivative is designated as the hedging instrument in a hedge of the variability in cash flows attributable to a particular risk associated
with a recognised liability the effective portion of changes in the fair value of the derivative is recognised in other comprehensive income and
presented in equity under Hedging reserve. The amount is reclassified to the income statement as a reclassification adjustment in the same
period as the hedged cash flows affect the income statement. Any ineffective portion of changes in the fair value of the derivative is recognised
immediately in the income statement.

INCOME STATEMENT

Interest, fees and commissions

Interest income and expense is recognised in the income statement, using the effective interest method on the basis of the cost of the individual
financial instrument. Premiums on forward transactions are accrued over the lifetime of the transactions and recognised as Interest income or

expense.

The calculation of the effective interest rate includes all transaction costs and fees paid or received that are an integral part of the effective inter-
est rate. Net premiums on forward transactions related to foreign exchange and securities are recognised as Interest income or expense.

Received and paid fees and commissions result from trading with equities, derivative financial instruments and from assets under management.
Fees and commissions are recognised when services are delivered or received.
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Note

1 Accounting policies - continued

Price and exchange rate adjustments
Price and exchange rate adjustments comprise gains and losses related to trading asset, trading liabilities and investment securities including
realised and unrealised fair value adjustments, foreign exchange rate adjustments and fair value adjustments to investment properties.

Other income
Other income includes income that is secondary to the Group's activities. This includes operating income from non-financial activities, gain on
step acquisitions, gain from divestments, adjustments to contingent considerations etc.

Staff costs and administrative expenses
Salaries and other remuneration that the Group pays for work carried out during the year are expensed in Staff costs and administrative ex-
penses, including the value of share-based payments.

Share-based payments

The Board of Directors, the Board of Management and other employees have been granted warrants. The warrants are measured at fair value
at the grant date and are recognised as an expense in Staff costs and administrative expenses over the vesting period. Expenses are set off
against shareholders’ equity.

The fair value of the warrants is measured using the Black-Scholes valuation method or other generally accepted valuation techniques. The
calculation takes into account the terms and conditions under which the warrants are granted. Subsequent fair value adjustments are not rec-
ognised in the income statement.

If subsequent modifications to a warrant program increase the value of the warrants granted, measured before and after the modification, the
increase is recognised as an expense. If the modification occurs before the vesting period the increase in value is recognised as an expense over
the period for services to be received. If the modification occurs after vesting date, the increase in value is recognised as an expense immedi-
ately. Consideration received for warrants sold are recognised directly in equity.

Other expenses

The Group participates in the Danish Deposit Guarantee Fund, Danish Resolution Fund and Guarantee Schemes in other jurisdictions.
Guarantee commission and provision to cover possible losses under the schemes are recognised in Other expenses.

Loss on step acquisitions, loss from divestments and adjustments to contingent considerations is recognised in Other expenses.

Impairment charges loans and receivables etc.

Impairment charges include losses on and impairment for expected credit loss against receivables from credit institutions, loans, other receiva-
bles and guarantees.

Income taxes

Income tax comprises current tax and changes in deferred tax, including changes due to change in tax rate, and is recognised in income state-
ment, other comprehensive income or equity.

The current Danish corporation tax is allocated between the Danish jointly taxed companies as proportion to their taxable income.

STATEMENT OF FINANCIAL POSITION

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date, or in its absence, the most advantageous market to which the Group has access at that date.

The Group measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in making the
measurements:

- Level 1 - Quoted market price:  Quoted prices (unadjusted) in active markets for identical financial assets or liabilities.

+ Level 2 - Observable input: Valuation techniques based on inputs, other than quoted prices included within level 1, that are observable,
either directly (i.e. as prices) or indirectly (i.e. derived from prices).

+ Level 3 - Non-observable input:  Valuation techniques based on inputs for the assets or liabilities that are not based on observable market
data. The valuation is primarily based on generally accepted valuation techniques.

The Group recognises transfers between levels of the fair value hierarchy as of the end of the reporting period during which the change has
occurred.
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Note

1 Accounting policies - continued

Amortised cost measurement

The amortised cost is the amount at which the financial assets or liability is measured at initial recognition minus the principal repayments,
plus or minus the cumulative amortisation using the effective interest method of any difference between that initial amount and the maturity
amount, and for financial assets, adjusted for any loss allowance.

Financial instruments

From 1 January 2018 the Group's financial assets are classified into the following measurement categories:
+ Amortised cost

+ Fair value through other comprehensive income (FVOCI)

+ Fair value through profit or loss (FVPL)

Financial assets and liabilities are at initial recognition measured at fair value. For financial assets and liabilities not measured at fair value
through profit and loss (FVPL) transactions cost that are directly attributable to the acquisition or issue of the financial asset or liability shall be
included in the initial fair value.

Classification and subsequent measurement depend on the Group's business model for managing the financial asset and the contractual cash
flow characteristics of the asset.

Based on these factors, the Group classifies its financial assets into one of the two following measurement categories:

- Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows represents solely payments of principal
and interests (“SPPI"), and that are not designated at FVPL are measured at amortised cost. The carrying amount of these assets is adjusted by
any expected credit loss allowance. Interest income from these financial assets is included in Interest income using the effective interest rate
method.

+ Fair value through profit and loss: Assets that do not meet the criteria for amortised cost or FVOCI are measured at fair value through profit
and loss. A gain or loss on a financial asset that is subsequently measured at fair value through profit and loss and not part of a hedging rela-
tionship is recognised in the income statement in Price and exchange rate adjustments.

Financial liabilities are subsequently measured at amortised cost, except from derivative financial liabilities held for trading. Derivative financial
liabilities held for trading are measured at fair value.

Trading assets and trading liabilities at fair value

Trading assets comprise equities, bonds, derivative financial instruments with positive fair value and unsettled spot transactions and 