Aktia plc

Accounts Anhouncement
1 January — 31 December 2008

The year in brief

¢ The banking business achieved good results, but the life insurance business suffered from write-downs in the investment port-
folio.

* Operating profit was EUR 6.6 million (66.3).

* Net interest income increased by 13.6% to EUR 101.0 million (88.9).

¢ Liquidity and capital adequacy remains good, and the credit rating is unchanged.

* Market shares increased in all segments; deposits increased by 11%.

¢ New Group structure and merger with Aktia Non-Life Insurance.

¢ Negative trends in the financial markets have led to a generally deteriorated economic cycle.

* Stable operating profitability in banking business for 2009

The CEO’s comments:

The past year has been a turbulent one. The countrys economic outlook went from cautious optimism to deep pessimism. The global share
market also reacted strongly ro the worsened outlook. Generally speaking, the financial market had a very bad year.

The Aktia Group had much to be pleased about in 2008, even though we too encountered adversity. The banking business achieved healthy
results, thanks to improved net interest income, and market shares grew in all the product ranges which are important to us. Our service
offering has improved and been diversified as a result of factors such as the merger with Aktia Non-Life Insurance. We have also become
better at selling our services and products. Our expanded range provides us with an excellent opportunity to initiate a dialogue with our
customers and to offer long-term customer relationships encompassing savings, insurance and housing.

Despite the fact that the life insurance company began the year with an investment portfolio featuring a relatively cautious share alloca-
tion, the outcome was dramatically negative and a major disappointment. During the final quarter of the year, Aktia changed its account-
ing principles. Many of the share portfolios losses were therefore booked via the Groups operating result. This has resulted in a significant
reduction in the Group’s operating profit and our ability to pay as high as dividend as in previous years.

The beginning of 2009 has featured continued pessimism and cautiousness on the part of both individuals and companies. This may lead

to increased loan losses within the banking system. Aktia’s lending is largely household-related, and will therefore probably spare us from

excessive loan losses even in a weaker financial situation.

The merger with Aktia Non-Life Insurance gives the Group more than 70,000 new shareholders, and we look forward to offering both our
new owners and our customers the full range of Aktia’s financial services.

Jussi Laitinen, CEO of the Aktia Group.
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Key figures at the end of each reporting period

Year 2008 Year 2007

Earnings per share, EUR 0.09 0.87
Equity per share, EUR 4.85 539
Return on equity (ROE), % 18 179
Cost-to-income ratio (banking business) 0.65 0.67
Life insurance business cost ratio, % 99.0 110.0
Mutual fund capital, EUR million 1,512 2,013
Borrowing from the public, EUR million 3,098 2,801
Lending to the public, EUR million 5,426 4574
Risk-weighted commitments, EUR million 3,313 2,875
Capital adequacy ratio, % (banking business) 13.7 154
Tier 1 capital ratio, % (banking business) 93 10.9
Solvency ratio, % (life insurance business) 85 18.1
Capital adequacy ratio, % (conglomerate) 1352 1386

Life insurance business:

- investments at fair value, EUR million 804.6 965.6
- provisions for interest-linked policies, EUR million 627.6 654.3
- provisions for unit-linked policies, EUR million 149.6 200.5
Earnings per share excl. negative goodwill recorded as income, EUR 0.09 067
Return on equity (ROE), excl. negative goodwill recorded as goodwill, % 1.8 13.8
Earnings per share excluding negative goodwill recorded as income and including the fund at fair value, EUR -0.22 039
Average number of shares, million *) 60.2 59.8
Number of shares at end of period, million 60.2 60.2
Personnel (FTEs), average number 1,009 940

*) Number of shares adjusted for share issue
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Profit

The Group’s operating profit for 2008 was EUR 6.6 million
(66.3). The banking business achieved satisfactory results, but
the life insurance business suffered from write-downs in the
investment portfolio.

Operating profit for Retail Banking fell slightly as a result of
reduced margins during the first six months and increased costs
in relation to new branch offices and investments in an extend-
ed service portfolio. Corporate Banking & Treasury achieved
improved operating profit through growth in the credit stock
and also by exploiting the good liquidity position. Asset man-
agement suffered as a result of the situation in the investment
market and returned a reduced operating profit, despite im-
proving its market share. The contribution of the life insurance
sector to the Group’s operating profit was reduced by develop-
ments in the investment portfolio. The operating result from
associated companies of EUR 0.2 million (0.2) was at the same
level as 2007.

Profit for the fiscal period was EUR 5.8 million (52.8).

Income

The Group’s total income fell by 277.1% to EUR 202.9 million
(278.5). The biggest individual change in income compared
with 2007 was investment income from Life Insurance, which
was negative due to capital losses and write-downs.

Net interest income increased to EUR 101.0 million (88.9).
The derivatives used by Aktia to limit its interest rate risk had
an impact on net interest income of EUR -8.3 million (-4.1)
during the period.

Net commission income totalled EUR 41.0 million (47.3).
Commission income from funds, asset management and bro-
kerage fell in a challenging environment and totalled EUR 22.9
million (30.0). Card and payment services commissions rose to
EUR 11.0 million (10.6). Income from real estate brokerage
commissions dropped to EUR 7.1 million (7.4). Within com-
mission costs, commissions to savings banks and local co-op-
erative banks for mortgages increased to EUR 3.2 million (2.1)
with the increased credit stock.

The life insurance business’ income totalled EUR 41.9 mil-
lion (134.9). Insurance premium income was EUR 91.0 mil-
lion (99.8). Net income from investments for interest-linked
policies decreased to EUR -49.1 million (35.1).

Other operating income totalled EUR 19.0 million (7.3).
The majority of the EUR 11.7 million improvement is attrib-
utable to capital gains from divestments of the Banks real estate

holdings during the period.

Expenditure

The Group’s total expenditure fell by 7.4% to EUR 196.6 mil-
lion (212.2).

This total expenditure includes claims paid and change in
provisions. The biggest change in total expenditure is due to a
change in provisions.

Operating expenses for the year were EUR 120.9 million
(110.4), representing an increase of 9.5%. The effect of the neg-
ative goodwill recorded has been excluded. Expense ratio for
life insurance improved to 99.0% (110.0) due to rationalization
measures taken during the year.

Staff costs totalled EUR 60.6 million (57.3). Other adminis-
tration costs amounted to EUR 38.4 million (35.5). The EUR
3.0 million increase in costs is primarily attributable to the cost
items of marketing, communications and IT.

Total depreciation and write-downs on tangible and intangi-
ble assets increased to EUR 5.7 million (5.1). Of these, depre-
ciation of customer-related intangible assets totalled EUR 1.3
million (1.3) for the period. These related to the acquisition of
Aktia Life Insurance.

Balance sheet and off-balance sheet
commitments

The Group’s balance sheet total increased by 20.0% from 2007
and amounted to EUR 9,540 million (7,953 at 31 December
2007) at the end of the period. The increase in the balance sheet
total is primarily due to a growth in the credit stock and an
increase in those assets available for sale acting as the bank’s li-
quidity reserve. Borrowing has increased, both from the public
and from savings banks and local co-operative banks.

The Group’s total lending to the public amounted to EUR
5,426 million at the end of the period (4,574 at 31 December
2007), representing an increase of EUR 852 million (+18.6%).
Private housholds share of the total credit stock amounts to
EUR 4,343 million or 80%. 86,5% of loans to private house-
holds are secured by housing collateral (in accordance with
Basel 2). The Group’s lending, excluding mortgage loans sold
and capitalized by savings banks and local co-operative banks
increased by 15.4%.

Housing loan stock amounted to EUR 4,036 million (3,476
at 31 December 2007), of which mortgages granted by Aktia
Real Estate Mortgage Bank plc represented EUR 1,968 million
(1,573 at 31 December 2007), which is an increase of 16.1%
from 2007. Of the EUR 458 million increase in mortgage
loans, EUR 262 million came from loans sold by savings banks
and local co-operative banks. Lending to companies grew in
line with the corporate customer strategy to EUR 804 million
(558 at 31 December 2007). During the latter half of the year,
growth has been actively reduced.

Interest-bearing assets available for sale increased to EUR
2,809 million (2,072 at 31 December 2007). These assets
mainly consist of the banking business’ liquidity reserve and
can be used as security for transactions involving binding re-
purchase terms, known as repo agreements. Aktia has not made
use of any of the relaxations in the IFRS rules in the valuation
of assets.

Deposits from the public and public sector entities increased
by 10.6% from 2007 to a total of EUR 3,098 million. This
growth in deposits strengthened Aktia’s liquidity in a volatile
market.

Outstanding Aktia certificates of deposit amounted to EUR
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262 million at the end of the period, which represents a de-
crease of EUR 118 million during the period. Aktia also issued
new debentures and index-linked loans with a total value of
EUR 80 million.

Life insurance provisions fell to EUR 777 million (855 at 31
December 2007).

Off-balance sheet commitments decreased by EUR 101 mil-
lion from the year-end and amounted to EUR 529 million
(630 at 31 December 2007). The decrease is mainly due to that
credit equivalents for derivatives are not included in off-balance
sheet commitments as of 31 December 2008 as their market
value is entered in the balance.

The Group’s equity amounted to EUR 317 million at the end
of the financial period (339 at 31 December 2007). The fund at
fair value amounted to EUR -36 million compared to EUR -18
million at 31 December 2007.

Capital adequacy was strengthened by EUR 45 million when
Aktia Bank issued a perpetual loan (Upper Tier-2) in Novem-
ber. In addition, Aktia renegotiated the terms and conditions of
the shareholder agreement of Aktia Real Estate Mortgage Bank
so that the minority interest’s share of the Mortgage Bank’s eq-

uity could also be counted as Group equity in accordance with
IFRS rules.

Capital adequacy and solvency

The banking group’s capital adequacy amounted to 13.7%
compared with 15.4% at the year-end.

The Tier 1 capital ratio was 9.3% (10.9% at 31 December
2007). Despite the effects of the ongoing financial crisis, the
new Group structure and the growth of the credit stock over
the course of the year, capital adequacy is good, exceeding the
capital adequacy target and the requirements of the authori-
ties.

The solvency of the life insurance company was 8.5%
(18.1%). The risk level of the investment portfolio has been
reduced through substantial reallocations. Aktia is prepared to
increase the equity of Aktia Life Insurance by up to EUR 20
million if necessary.

Capital adequacy for the financial and insurance conglomer-
ate amounted to 135.2% (138.6%). The statutory minimum
stipulated in the act governing financial and insurance con-
glomerates is 100%.

Rating

Aktia Bank plc’s credit rating by the international credit rating
agency Moody’s Investors Service was at the best classification,
P-1, for short-term borrowing. The credit ratings for long-term
borrowing and financial strength were the same, at At and C
respectively, both of which Aktia Savings Bank plc had before
the restructuring,.

The subsidiary Aktia Real Estate Mortgage Bank Plc has is-
sued long-term covered bonds with the highest credit rating of
Aaa from Moody’s Investors Service.

Valuation of financial assets

Value changes reported via the fair value fund

Negative value changes in interest-bearing securities where
the issuer has not noted an inability to pay and negative value
changes in shares and participations which are not deemed
to be long-term or significant are reported in the fund at fair
value, which for the Group, taking cash flow hedging into con-
sideration, amounted to EUR -36 million after deferred tax,
compared with EUR -18 million at 31 December 2007.

EUR 44 million of the negative development in the fund per
31 December 2008 is attributable to interest-bearing securities
and the change in value is mainly due to continued poor liquid-
ity and investors’ demands for high returns as a result of the
general uncertainty in the money market. The negative value
changes in interest-bearing securities are off-set during the ma-
turity of the debt instrument if it is held to maturity, assuming
that the issuer does not become unable to pay.

Specification of the fund at fair value

Change
EUR million 31.12.2008 31.12.2007 1-12/2008
Shares and participations
Banking business -1.5 5.7 -7.2
Insurance business -29 33 -6.2
Direct interest-bearing securities
Banking business -26.2 -17.4 -8.8
Insurance business -18.2 -8.7 -9.5
Cash flow hedging 124 -09 133
Fund at fair value, total -36.4 -18.0 -18.4

Value changes reported via income statement
Write-downs stood at EUR -39.2 million and are a result of
significant or long-term negative value changes in shares and
share funds and in interest-bearing securities where the issuer
has noted an inability to pay. The limit for significant falls var-
ies between 25% and 45%, depending on the volatility of the
shares, while a long-term fall is noted if the share price remains
continuously below the acquisition value for 18 months. As at
31 December 2008, write-downs were recorded against the val-
ue of investments in shares and participations as above totalling
EUR -30.4 million, of which EUR -29.4 million is attributable
to the life insurance company’s investments. The write-down
amount in the life insurance company is significant, despite
a conservative investment policy, portfolio diversification and
active hedging. The share weighting was reduced significantly
during the autumn, standing at approximately EUR 40 million
at year-end.

Write-downs of interest-bearing securities totalled EUR -8.8
million, of which EUR -5.4 million is attributable to claims on,
and agreements with, the bankrupt Lehman Brothers.
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Write-downs of financial assets

EUR million 1-122008

Interest-bearing securities
Banking business 36

Life insurance business 5.1

Shares and participations

Banking business 1.0
Life insurance business 294
Total 39.2

Write-downs of loan and guarantee
claims

Write-downs based on individual examination of loan and
guarantee claims amounted to EUR -1.2 million (-0.8). Re-
versals of losses from previous years came to EUR o.5 million
(0.6) so that the cost effect on the profit for the period was
-0.7 (-0.2). In addition to individual write-downs, group write-
downs were made where there were objective reasons to believe
there was uncertainty in relation to the repayment of claims in
underlying credit portfolios. In connection with the specifica-
tion of principles for group write-downs to apply in future only
to houscholds and small companies, individual write-downs
totalling EUR -4.1 million were carried out against six large
corporate exposures. Group write-downs for households and
small companies at 31 December 2008 stood at EUR 7.4 mil-
lion, and are based on anticipated losses in relation to the mar-
ket situation.

Segment overview

During 2008, Aktia reported for five segments. The main busi-
ness operations are divided into four segments: Retail Banking,
Corporate Banking & Treasury, Asset Management and Life
Insurance. The segment Miscellaneous includes the Group ad-
ministration of Akta plec, certain administrative functions for
Aktia Bank plc, the Group’s real estate holdings and return on

equity.

Retail Banking

Operating profit for Retail Banking was EUR 13.6 million
(23.0).

Operating income totalled EUR 97.1 million (95.1). The
continued reduction in lending margins has resulted in net in-
terest income remaining at the same level as last year despite
an increase in volume and growth in deposits. Retail Banking’s
net interest income is reference rate neutral, i.e. an increase in
interest rate levels does not affect the net interest income. Fixed
rate deposits are credited with an internal rate of 3.5%. Aktias

market share in home loans was 4.2% and the market share for
borrowing was 2.9%. Commission income fell by 1.7%. Retail
Banking has acquired some 21,000 new customers during the
year.

Operating expenses rose to EUR 82.8 million (71.9). The
investment in the branch office network and real estate agency
operations, focusing particularly on new areas, has contributed
towards an increase in operating expenses. A large part of the
costs for investments in the branch office network was not re-
corded until 2008.The continued development of the business
operations through investments in IT also contributed towards
increased costs.

The mortgage brokerage business achieved total growth of
28.3% from the beginning of the year. Excluding mortgage
loans brokered by other savings banks and local co-operative
banks, Aktia increased lending to households by 10.0% dur-
ing the period to EUR 3,353 million (3,048 at 31 December
2007). Mortgage loans brokered by Aktia’s branch offices rose
to EUR 1,069 million (873 at 31 December 2007).

The outflow from share funds and mixed funds during the
period was compensated for by an increase in alternative forms
of saving, such as time deposits and life insurance policies. To-
tal savings by houscholds was EUR 2,907 million (3,152 at
31 December 2007), of which household deposits were EUR
2,359 million (2,156 at 31 December 2007) and savings by
households in mutual funds stood at EUR 548 million (997 at
31 December 2007).

The turnover of the real estate agency business dropped by
4.5% to EUR 7.1 million. The operations did not reach last
year’s profitability level.

During the year the number of Internet banking agreements
increased by 11.9% to 107,135.

Corporate Banking & Treasury

Operating profit for Corporate Banking & Treasury amounted
to EUR 17.6 million (11.3). Corporate Banking & Treasury
showed an increase in profit compared with the previous year.

Operating income totalled EUR 29.6 million (23.2). Oper-
ating expense increased by EUR 0.2 million to EUR 12.1 mil-
lion (11.9).

Corporate Banking’s proportion of earnings from general
customers who use a wide range of services has increased sig-
nificantly. Aktia Corporate Finance has grown by serving Aktia’s
and the savings banks’ and local co-operative banks’ customers.

Throughout 2008, a more restrictive credit policy has applied
to Corporate Banking in consideration of the situation in the
financial market.

ACH Finland Abp was founded and the company applied for
concession in 2008. The company, which was founded in coop-
eration with the local banks and other partners, has the goal of
ensuring competitive clearing and settlement services for pay-
ment traffic within the SEPA region. Aktia’s shares a’mount to
25.8% of the ownership and Aktia has made an agreement on
providing services for ACH Finland. ACH Finland will begin
operations on 1 March 2009.

Treasury was able to improve net interest income despite the
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profit for the period being negatively affected by costs from
hedging the bank’s interest rate risk to the amount of EUR
-8.3 million (-4.1). A good liquidity position enabled refinanc-
ing to take place on favourable terms. In a challenging market,
the liquidity reserve showed a return before changes in value
and write-downs of 4.7%, or 4.1% taking changes in value and
write-downs into account. The average size of the liquidity re-
serve was EUR 2.0 billion, with a market value at 31 December
2008 of EUR 2.3 billion.

Aktia Real Estate Mortgage Bank plc showed continued
growth. The total credit stock was EUR 2,072 million, an in-
crease of 28.3% from 2007. The savings banks and local co-op-
erative banks represented EUR 1,003 million of the mortgages
brokered. Of the EUR 458 million growth in credit stock,
42.8% was brokered by Aktia.

In August, Aktia Real Estate Mortgage Bank plc issued a
covered bond worth EUR 250 million with housing loans as
collateral. The loan has a floating interest rate and a two year
maturity.

Asset Management

Operating profit for Aktia’s asset management business fell to
EUR 3.2 million (6.7). The market was extremely tough, par-
ticularly during the autumn. Aktia coped relatively well in this
tough market, and succeeded in strengthening its market posi-
tion. The competitiveness of the asset management segment was
boosted, particularly in terms of institutional investors, when
Aktia acquired Kaupthing’s Finnish asset management business
in December. This acquisition strengthens Aktia’s service port-
folio, representing expertise which has been very much appre-
ciated by institutional investors in Finland. The acquired unit
having 16 employees was consolidated into the Aktia Group
with effect from 1 December 2008 and is now operating under
the name Aktia Invest.

Operating income, i.e. income after reversals to the Group’s
other units and business partners, was EUR 12.5 million
(16.2). The business environment was very challenging for the
whole of the period. Operating expenses fell by EUR 0.3 mil-
lion to EUR 9.3 million, of which staff costs constituted EUR
4.8 million.

The volume of funds managed and brokered by Aktia was
EUR 1,512 million (2,013 at 31 December 2007). Aktia’s mar-
ket share was 3.7% (3.0%) at the end of the period. The assets
managed by Aktia, consisting of Asset Management and Aktia
Invest (acquisition of Kaupthing), increased by 23.2% and to-
talled EUR 4,538 million (3,684 at 31 December 2007). Pri-
vate Banking’s customer assets totalled EUR 738 million (1,181
at 31 December 2007). The number of customers in Private
Banking increased by approximately 16% over the course of
the year.

Life Insurance

The contribution of the life insurance business to the Group’s
operating profit was EUR -47.7 million (5.3).

Despite the significant difference between the profit for the
year and the profit for the previous year, the segment’s oper-
ating profitability was at the same level as during the previ-
ous year. The segment’s operating result for both years include
substantial items complicating comparison. Such items include
write-downs of the investment portfolio, sales profits from real
estate holding divestments and changes in the discount rate for
the interest-based provisions.

Premium income was EUR 91.0 million (99.8). Premium
income rose for risk insurance, pension insurance and savings
insurance. Premium income for investment insurance showed
good volumes during the first six months, but sales slowed par-
ticularly for large one-off investments during the second half of
the year as a result of the unfavourable market conditions. The
company was able to increase its market share for unit-linked
insurance policies to 4.3% (3.2%).

Insurance benefits totalled EUR 86.7 million (64.5). The in-
creased payments of insurance benefits resulted primarily from
an increase in policy surrenders and increased pension and life
insurance payments. There was also an increase in sickness ben-
efits. The loss ratio for risk insurance was unchanged at 81%.

Operating expenses totalled EUR 13.4 million (15.1). The
life insurance segment succeeded in its efforts to improve its
cost-effectiveness. The cost ratio came down by 11.0% percent-
age points to 99.0% (110.0%). The savings achieved by reor-
ganising distribution and the conscious drive towards reduced
administration costs are the main reasons for this improved
efficiency. In order to improve operational efficiency, the com-
pany decided to withdraw from Joensuu, Jyviskyld and Pori,
which are not part of the Aktia Group’s strategic market. These
offices were closed in December.

The year was dominated by a turbulent investment market.
The return on the company’s investments based on fair value
was -9.5% (6.2%).

Provisions totalled EUR 777.2 million (854.8 at 31 De-
cember 2007), of which unit-linked insurance policies rep-
resented EUR 149.6 million (200.5 at 31 December 2007).
Interest-based provisions totalled EUR 627.6 million (654.3).
The discount rate for certain elements of these provisions was
increased, resulting in an average discount rate for all inter-
est-bearing provisions of 3.2%. This increase cut provisions by
EUR 20.2 million. EUR 0.8 million of provisions for payments
to customers in the future were dissolved, leaving EUR 3.7 mil-
lion (4.5) at the end of the year.

The company’s solvency stood at 8.5% at the year-end, com-
pared with 18.1% the year before. As a result of the weakened
solvency situation, the company’s Board of Directors decided
only to make payments to pension insurance customers for
those policies with entitlement to additional benefits.

Miscellaneous

Operating profit for the segment Miscellaneous improved from
EUR 10.4 million to EUR 20.3 million. The segment Miscel-
laneous includes the Group’s real estate holdings. Investments
in, or ownership of, real estate property is not part of Aktia’s
core business. In accordance with this strategy, most of the real
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estate holdings have been sold and the remainder of the real es-
tate holdings has been reclassified as fixed assets held for sales.

By means of its share transfer agreement, and in accordance
with the May 2008 fund agreement, Aktia transferred its share-
holding in relation to the real estate companies Mannerheimvi-
gen 14, Silvertirnan and Mercator to Fastighetskapitalfonden
Forum Fastighets Kb. The other shareholders in the Forum
block also transferred their real estate holdings to the fund. The
transfer was carried out on 1 October 2008. For Aktia, this
means a capital gain amounting to more than EUR 6 million.
Aktia disposed of its share in the fund in December.

Aktia Non-Life Insurance

The merger with Veritas Non-Life Insurance was completed in
1 January 2009 in accordance with the merger plan approved
by the Extraordinary General Meeting in June 2008. From 1
January 2009 onwards, the merged non-life insurance business
will be operated by the 100% Aktia plc-owned subsidiary Aktia
Non-Life Insurance Ab.

Aktia Non-Life Insurance has been insuring private custom-
ers and companies since 1925, and currently has approximately
90,000 customers. The customer segment mainly consists of
private households, entrepreneurs and small and medium-sized
companies. Aktia Non-Life Insurance has its largest market
share in bilingual coastal regions.

In 2008 and in previous years, Aktia Non-Life Insurance
has prepared its financial statements in accordance with Finn-
ish accounting principles (FAS). The effects of the company’s
transition to IFRS accounting principles and the IFRS opening
balance as at 1 January 2009 will be notified during the first
quarter.

The result for the financial year (FAS) for 2008 was nega-
tive, EUR -6.8 million (4.1), primarily as a result of investment
value trends and significant write-downs on shares and other
share-related instruments. Income from premiums in 2008 was
EUR 63.6 million (62.6), while claims expenditure was EUR
50.8 million (45.5). The company’s total cost ratio weakened
from 98% to 111%, partly due to a change in the accounting
principles in 2007. A comparable total cost percentage would be
102%. The risk coverage capacity fell from 136% to 105%. The
balance sheet total for 2008 was EUR 146.1 million (149.8).

Segment changes from 1 January
2009

The segments will be divided up so that business areas with
similar business operations will be included in the same seg-
ment. The current Retail Banking and Corporate Banking
& Treasury segments will therefore be combined to form the
Banking Business segment. From 1 January 2009 onwards, Ak-
tia Non-Life Insurance is also part of the Group, and the new
segment reporting will be published for the first time in the 1
January—31 March 2009 interim report.

The reporting segments from 1 January 2009 onwards are:
Banking Business

Asset Management

Life Insurance

Non-Life Insurance

Miscellaneous

MR W N H

Comparative figures for 2008 relating to the new segmentation
will be published in advance of the 1 January—31 March 2009
interim report.
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The Group’s risk management

Risk items

The banking business includes Retail Banking (including fi-
nancing company operations), Corporate Banking & Treasury
and Asset Management. Life insurance operations are carried
out by the Veritas Life Insurance Group (Aktia Life Insurance
from 1 January 2009 onwards).

Lending-related risks within
banking

There have been no significant changes to the composition of
the credit portfolio during 2008. The share of household loans
decreased slightly to 80.0% (82.7%) of the total credit stock.
Housing loans accounted for 74.4% (76.0%) of the total credit
stock. 86.5% of these loans have adequate security (according
to Basel 2). Mortgage lending totalled EUR 2,072 million at
the end of the year (1,614 at 31 December 2007), of which
EUR 1,003 million was brokered by savings banks and local
co-operative banks.

In line with the corporate customer strategy, the share of
corporate financing increased to 14.4% (12.0%). Aktia does
not intend to keep increasing the corporate financing share of
lending. Lending to the public secured by collateral objects or
unsecured within the framework of the financing companies
Aktia Corporate Finance and Aktia Card & Finance totalled
EUR s54.2 million, representing 1% of total lending.

The credit stock’s sectoral distribution

EUR million 31.12.2008 31.12.2007 Change %
Corporate 804 558 246 14.8 %
Housing

associations 220 185 35 4.1 %
Public sector

entities 12 10 2 02%
Non-profit

organisations 47 38 9 0.9 %
Households 4,343 3,782 561 80.0 %
Total 5,426 4,574 853 100.0 %

Loans with payments 1-30 days overdue rose during the year
from 3.2% to 3.4% of the credit stock, including off-balance
sheet bank guarantee commitments. Loans with payments 31-
89 days overdue rose from 0.60% to 0.88%, totalling approxi-
mately EUR 48 million. Non-performing loans more than 9o
days overdue, including those in for debt collection, totalled
approximately EUR 26 million, corresponding to 0.48%
(0.38% at 31 December 2007) of the entire credit stock plus
bank guarantees.

Undischarged debts by time overdue

31.12.2008 %  31.12.2007
EUR million of stock EUR million
1-30 186.6 344 1455 318
| 31-89 47.8 0.88 276 0.60 |
| 90- 26.2 048 17.8 038 |

Financing and liquidity risks

Within the banking business, financing and liquidity risks are
defined as the availability of refinancing plus the differences
in maturity between assets and liabilities. The financing and
liquidity risks are dealt with at legal company level, and there
is no financing connection between the banking group and the
life insurance company. The aim within the banking group is
to cover one year’s worth of refinancing needs with existing li-
quidity (liquid assets plus investments which fall due). Despite
considerable uncertainty in the financial markets, the liquidity
status is good and this aim was achieved.

Within the life insurance business, liquidity risks are defined
as the availability of financing for paying out claims, savings
sums and surrenders, and pensions. The need for liquidity is
satisfied mainly through the inward flow of cash and a port-
folio of investment certificates which has been adapted in line
with varying needs, while any unforeseen significant need for
liquidity is taken care of through the liquid portfolio of bonds
and shares.

Counterparty risks

Within Group treasury’s liquidity management opera-
tions

At the end of the year, the banking business’ liquidity portfolio
— which is managed by Group treasury — stood at EUR 2,290.4
million (1,656.0). Counterparty risks arising in relation to
liquidity management operations and entry into derivative
contracts are managed through the requirement for high-level
external ratings (minimum A3 rating from Moody’s or equiva-
lent) and the conservative allocation and active selection of in-
vestment assets and by rules concerning the maximal exposure
for each counterparty and asset category.

Of the financial assets available for sale, 49% (57% at 31 De-
cember 2007) were investments in covered bonds, 45% (38%
at 31 December 2007) were investments in banks, 3% (0) were
investmenst in state guaranteed covered bonds and around 3%
(5% at 31 December 2007) were investments in public sector
entities and companies. Of the financial assets, 0.9% did not
meet the internal rating requirements, while six securities with
a total market value of EUR 25 million were no longer eligible
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for refinancing with the central bank.
Losses realised over the course of the year as a result of counter
parties’ reduced creditworthiness totalled EUR -3.6 million.

Rating distribution of banking business

31.12.2008 31.12.2007

Aaa 494 % 50.5%
Aal-Aa3 423% 42.6 %
A1-A3 4.9 % 4.9 %
Baal-Baa3 09% 0.7 %
Bal-Ba3 0.0% 0.0%
B1-B3 0.0% 0.0%
Caal or lower 0.0% 0.0%
No rating 2.5% 14 %
Total 100.0 % 100.0 %

Counterparty risks in the life insurance business

The direct interest investments in the life insurance company’s
investments rose as a result of reallocation (mainly shares and
real estate), totalling EUR 449 (352) million at the year-end.
Counterparty risks arising in connection with the life insurance
company’s investments are managed by the requirement for at
least “Investment grade” external rating (rating class Baa3 from
Moody’s or equivalent) and by rules concerning the maximal
exposure for each counterparty and asset category.

Particularly during the latter part of the year, there was sig-
nificant reallocation primarily from share investments to direct
interest rate investments, mainly within the public sector. At
the end of the year, 48% (18% at 31 December 2007) of these
direct interest rate investments were claims on public sector
entities, 20% (34% at 31 December 2007) were claims on com-
panies and 32% (48% at 31 December 2007) were claims on
banks and covered bonds.

1.0% of the direct interest rate investments did not meet the
internal rating requirements at the year-end.

Losses realised over the course of the year as a result of coun-
terparties’ reduced creditworthiness totalled EUR -5.1 million.

Rating distribution for life insurance business

31.12.2008 31.12.2007

Aaa 53.7% 267 %
Aal-Aa3 173 % 294 %
A1-A3 14.8 % 25.1 %
Baal-Baa3 57 % 102 %
Bal-Baa3 0.8% 03%
B1-B3 0.2 % 0.0%
Caal orlower 0.0% 0.0%
No rating 7.6% 8.3 %
Total 100.0 % 100.0 %

The Group has a counterpart whose total exposure exceeds 10%
of the financial conglomerate’s equity calculated in compliance
with the official directives.

Market risks

Both the financial assets within the banking business and the
investment assets within the life insurance business are invested
in securities with access to market prices on an active market,
and are valued in accordance with official quoted prices. In
accordance with the accounting principles for financial assets
defined during the last quarter in relation to shares and share
funds, significant or long-term negative differences between ac-
quisition value and market value are reported under income,
while price fluctuations are reported under the fair value reserve
after the deduction of deferred tax.

Market value and structural interest rate risk within the
banking business
Market value interest rate risk refers to changes in value as a
result of interest rate fluctuations in financial assets available
for sale. The net change in the fair value fund relating to mar-
ket value interest rate risk posted during the period totalled
EUR -8.8 million after the deduction of deferred tax. With
an interest rate increase of one percentage point for financial
assets available for sale, the net change of the fund at fair value
at 31 December 2008 would be EUR -27.2 million (-23 at 31
December 2007) after the deduction of deferred tax.
Structural interest rate risk arises as a result of an imbalance
between interest rate ties and the re-pricing of assets and liabili-
ties, and affects net interest income. To reduce the volatility in
the net interest income, structural interest rate risk is primarily
contained through the use of hedging derivative instruments.

An upward parallel shift in the interest rate curve of one per-
centage point would reduce the net interest income of the bank-
ing business for the next 12 months by -5.4% (-4.3% at 31 De-
cember 2007), where the target for structural interest rate risk
management is a maximum of -6%. For the next 12-24 months,
the net interest income of the banking business would reduce
by -6% (0.0% at 31 December 2007), where the target for struc-
tural interest rate risk management is a maximum of -8%.

A downward parallel shift in the interest rate curve of one
percentage point would increase the net interest income of the
banking business for the next 12 months by +6.3% (+4.4% at
31 December 2007), where the target for structural interest rate
risk management is a maximum of -6%. For the next 12-24
months, the net interest income of the banking business would
increase by +7.9% (-1.7% at 31 December 2007), where the
target for structural interest rate risk management is a maxi-
mum of -8%.

Other market risks within the banking business and the
parent company

No equity trading or investments in, or ownership of, real es-
tate property is carried out in the banking business, including
the parent company. The divestment of the real estate portfolio
continued according to plan, with real estate holdings stand-
ing at EUR 4.6 million at year-end. The necessary or strategic
investments in shares and funds of the business totalled around
EUR 21.9 million. The net change in the fair value fund relat-
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ing to other share investments and funds investments during
the period totalled EUR -7.2 million after the deduction of de-
ferred tax, while write-downs for long-term or significant falls
in shares and participations totalled EUR -1 million.

Investment risks in the life insurance business

The policyholder bears the investment risk of the investments
providing cover for unit-linked insurance policies. These in-
vestments are evaluated on an ongoing basis at fair value and
any changes in value are posted to provisions for unit-linked
insurance policies.

The investment portfolio covering the technical provisions
is measured on an ongoing basis at fair value. Temporary price
fluctuations are reported under the fair value reserve, while sig-
nificant or long-term value changes are reported under income.
During the reporting period, write-downs affecting profit at-
tributable to shares and participations totalling EUR -29.4 mil-
lion were posted, while the net change in the fair value fund
after acquisition eliminations posted during the period totalled
EUR 6.2 million after the deduction of deferred tax.

The risks of the investment portfolio, such as credit risks, in-
terest rate risks, currency risks, share risks and real estate risks,
are measured and contained using a VaR (Value at Risk) model,
assuming maximum loss for 12 months and applying a prob-
ability level of 97.5%.

Allocation of holdings in the life insurance company’s
investment portfolio

EUR million 31.12.2008 31.12.2008 31.12.2007
Shares 378 55% 20.6 %
Bonds - total 480.6 69.4 % 514 %
Money market 85.3 12.3% 9.0 %
Real estate 428 6.2% 9.9 %
Other 46.1 6.6 % 92 %

Operational risks

Operational risks refer to loss risks arising as a result of unclear
or incomplete instructions, activities carried out contrary to in-
structions, unreliable information, deficient systems or actions
taken by staff members. If an operational risk is realised, this
can result in direct or indirect financial losses or tarnish the
corporate image to the extent that the bank’s credibility in the
market place suffers. No significant incidents were registered
during the year.

Personnel

When converted into full-time employees, the number em-
ployed by the Group increased by 69 to 1,052 (983) at the
end of the reporting period. The average number of full-time
employees during the year was 1,009 (940).

Personnel fund and management’s
incentive programme for 2008

No profit-sharing will be realised for Aktia’s personnel fund for
2008. The CEO and other members of the Group’s Executive
Committee are also members of the Group’s personnel fund.

A bonus system has been created for the CEO and other
members of the Group’s Executive Committee, which is based
partly on results and partly on the performance of the fund at
fair value and which may provide a maximum annual bonus
of three months’ salary. Based on the income for the year, no
bonuses will be paid to the Executive Committee.

In 2008, the Executive Committee is also included in a share-
based incentive scheme that offers the members of the Execu-
tive Committee the opportunity to subscribe for a maximum of
24,980 shares. The outcome of these is dependent on separate
targets whose performance conditions have been decided on
by the Board of Directors. The share-based incentive scheme
increased staff costs by EUR o.1 million during the period.

New Group structure

The transfer of business that was approved by the AGM of Ak-
tia Savings Bank plc on 5 June 2008 was implemented on 30
September 2008. The transfer involved transferring the bank-
ing business of Aktia Savings Bank plc to Aktia Bank plc, which
was simultaneously converted into a public limited liability
company.

Aktia Savings Bank plc, which owns 100 per cent of the
shares in Aktia Bank plc, ceased to conduct banking operations
and has continued as a parent company in the Aktia Group
under the name Aktia ple.

The members of the Board of Directors for Aktia Bank plc
are Kaj-Gustaf Bergh (Chairman), Dag Wallgren (Vice Chair-
man), Hans Franz, Lars-Olof Hammarén, Lars-Erik Kvist,
Kjell Sundstrom, Marina Vahtola and Nina Wilkman, all of
whom will also continue as the Board members of Aktia plc.
Jussi Laitinen is the CEO of Aktia Bank plc and Jarl Sved will
act as his deputy. Both will also continue to hold the same posi-
tions in Aktia ple.

Share capital and ownership

At the end of the reporting period, the bank’s paid-up share
capital as entered in the Finnish Trade Register was EUR
80,248,836, divided into 40,124,418 A shares and 20,050,850
R shares. The number of shareholders at the end of the financial
period was 659.

The Annual General Meeting’s decision on changes in Aktia
Savings Bank plc’s Articles of Association and the creation of a
new share series, series R, were registered in the Trade Register
on 7 April 2008. The issue of R shares was carried out as a pay-
ment-free issue aimed at the bank’s shareholders at the time.
The issue contained a maximum of 20,050,968 R shares so that
one new R share was received for every two old shares (series
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A). Every R share entitles the holder to 20 votes. The issue was
carried out without increasing the bank’s share capital.

At an Extraordinary General Meeting of 21 December 2006,
the Board of Directors was authorised to issue a maximum of
1,000,000 shares. The Board used this authorisation to issue
39,021 shares in 2007 and 22,482 shares in 2008.

Aktia’s Board of Directors decided on 30 April 2008, sup-
ported by the authorisations given by the bank’s AGM on 21
December 2006 regarding the establishment of share-based
incentives for the Group’s key personnel, on a directed share
issue to named persons in the bank’s senior executive manage-
ment. As a result of the issue, 22,482 new A shares were is-
sued at a subscription price of EUR 8.67 per share. The shares
were registered on 27 June 2008. The total number of A shares
increased to 40,124,418 and the bank’s share capital grew by
EUR 44,964 to EUR 80,248,836.

Aktia Abp has learnt that the shareholders’ agreement be-
tween savings bank foundations and other institutions with a
combined holding of more than two thirds of Aktia plc’s shares
and votes has been re-worded so that the agreed pre-emptive
rights are attributable solely to R shares and to subscription
rights which bring entitlement to such shares.

Parties to the agreement:
Tammisaari Aktia Foundation

Pietarsaari District Aktia Foundation
Kokkola District Aktia Foundation
Kemitnsaari Aktia Foundation
Mustasaari Aktia Foundation
Keski-Uusimaa Aktia Foundation
Sulva-Sundom Aktia Foundation
Vallgrund Aktia Foundation

Vaasa Aktia Foundation

Porvoo Savings Bank Foundation
Bromarvi Savings Bank Foundation
Espoo-Kauniainen Savings Bank Foundation
Hanko Savings Bank Foundation

Oravainen Savings Bank Foundation
Petolahti Savings Bank Foundation
Pirttikyld Aktia Savings Bank Foundation
Sipoo Savings Bank Foundation
Siuntio Savings Bank Foundation
Tenhola Savings Bank Foundation
Vantaa Savings Bank Foundation
Turunmaa Savings Bank Foundation
[tad-Uusimaa Savings Bank Foundation
Livranteanstalten Hereditas

Svenska Litteratursallskapet i Finland rf
Abo Akademi Foundation

Foreningen Konstsamfundet rf

Helsinki Savings Bank Foundation Ab Kelonia Oy

Inkoo Savings Bank Foundation Svenska folkskolans vénner rf
Karjaa-Pohja Savings Bank Foundation Wintros Oy Ab

Kirkkonummi Savings Bank Foundation Samfundet Folkhélsan i svenska Finland rf
Maalahti Aktia Savings Bank Foundation Kolster Oy Ab

Details of this agreement have been previously published, in-
cluding on 19 December 1996 — see http:/fwww.aktia.com/fi/
konsernitieto/corporategovernance-osakassopimus.shtml

Changes in the Board of
Supervisors, Board of Directors and
Executive Committee

At its meeting held on 8 December 2008, the Board of Supervi-
sors of Aktia plc re-elected the current Board in its entirety for
2009. In addition, Marcus H. Borgstrom was elected as a new
Board member. Kaj-Gustaf Bergh will continue as Chairman
and Dag Wallgren as Vice Chairman of the Board of Directors.

The composition of Aktia’s Board of Directors for the
term of office 1 January-31 December 2009 is:
Chairman Kaj-Gustaf Bergh, L.L.M. and M.Sc. (Econ)
Vice Chairman Dag Wallgren, M.Sc. (Econ)

Marcus H. Borgstrom, M.Sc. (Agriculture and Forestry), Hon-
orary Councellor

Hans Frantz, M.Sc. (Pol)

Lars-Olof Hammarén, B.Sc. (Tech)

Lars-Erik Kvist, M.Sc. (Econ)

Kjell Sundstrém, M.Sc. (Econ)

Marina Vahtola, M.Sc. (Econ)

Nina Wilkman, LL.M, Attorney-at-Law

Aktia’s Board of Directors appointed Jussi Laitinen, M.Sc.
(Econ), as new Managing Director 13 January 2008. He ac-
ceded the position 4 April 2008 and Mikael Ingberg continued
as Managing Director until then. Since 19 August 2008, Aktia’s
Deputy CEO Stefan Bjérkman has acted as CFO of the Aktia
Group. He was also head of the Corporate Banking & Treasury
segment up until 31 December 2008.

Important events after the
reporting period

Veritas Mutual Non-Life Insurance Company has been merged
with Aktia plc in accordance with the merger plan approved by
both company’s Annual General Meetings and registered in the
Trade Register on 1 January 2009. At the same time, the name
of the non-life insurance company was changed to Aktia Non-
Life Insurance Ab. In connection with this, 6,800,000 new A
shares in Aktia plc were registered, and the company’s share cap-
ital was thus increased by EUR 13,600,000. The total number
of A shares in Aktia plc therefore rose to 46,924,418, increasing
the company’s total share capital to EUR 93,848,836. The final
number of shares issued as compensation for the merger may
be less as a result of uncertain shareholding in Veritas Mutual
Non-Life Insurance Company.

In accordance with the merger plan, the new shares issued
as compensation for the merger will be registered to the share-
holders’ book-entry accounts as soon as practically possible and
probably during the first quarter of 2009.

Aktia Non-Life Insurance’s Managing Director Anders Nord-
man was appointed as a member of Aktia plc’s Executive Com-
mittee on I January 2009 with responsibility for Aktia Bank’s
Corporate Banking and Aktia Non-Life Insurance. Aktia Non-
Life Insurance Ab owned a total of 536,287 shares in Aktia at
the time of the merger. Thus the Group has a 0.9%ownerhip of
own shares at present.

Aktia Bank plc intends to sell its entire shareholding in Aktia
Life Insurance to the Group parent company Aktia plc during
the first quarter of 2009.

The real estate agencies and insurance distribution have start-
ed cost-saving programs.
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Outlook and the risks that may
affect it

The Group’s operating profitability during 2009 is expected to
remain at a stable level, unless the risk of loan losses and risks in
connection with individual investments are increased.

A sustained good credit rating and the strengthened capital
base are expected to enable moderate growth and refinancing
even in the current market situation. Decisions may be consid-
ered on any use of state refinancing guarantees on commercial
grounds.

The importance of cost effectiveness will further increase in
the current economic and competitive situation.

An escalation of the financial unrest could lead to perma-
nent drops of value in individual investments that are currently
deemed to be of good quality. This would have a negative effect
on the Group’s result. In addition, a requirement for higher
returns among investors may lead to a general price decrease in
financial assets, which would have a negative effect on Aktia’s
capital adequacy.

The merger with Aktia Non-Life Insurance does not cause
substantial non-recurring items with an effect on the financial
result.

The Board’s dividend proposal

Distributable equity in the parent company, Aktia plc, stands at
EUR 136,964,210.98, of which profit for the reporting period
is EUR 22,600,427.21. The total number of dividend-entitled
shares is 66,975,268, also including the new shares issued as
compensation for the merger with non-life insurance.

The Board of Directors proposes to the Annual General Meet-
ing of the shareholders of Aktia plc that EUR o.15 per share be
distributed to shareholders, or a total of EUR 10,046,290.20.
The record date for the dividends will be 2 April, and the divi-
dends are proposed to be paid out on 9 April 2008.
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Key figures at the end of each reporting period

1-122008 1-92008 1-62008 1-32008 1-122007
Earnings/share, EUR 0.09 047 0.37 0.17 0.87
Equity per share, EUR 4.85 4.28 4.55 5.26 539
Return on equity (ROE), % 18 125 14.6 12.7 179
Cost-to-income ratio (banking business) 0.65 0.66 0.69 0.70 0.67
Life insurance business cost ratio, % 99.0 99.1 104.1 97.7 110.0
Mutual fund capital, EUR million 1,512 1,709 1,858 1,884 2,013
Borrowing from the public, EUR million 3,098 3,072 3,069 2,908 2,801
Lending to the public, EUR million 5,426 5,287 5,082 4,797 4574
Risk-weighted commitments, EUR million 3,313 3,247 3,229 3,052 2,875
Capital adequacy ratio, % (banking business) 13.7 12.0 12.8 14.2 154
Tier 1 capital ratio, % (banking business) 93 9.9 10.1 10.5 109
Solvency ratio, % (life insurance business) 8.5 84 125 14.6 18.1
Capital adequacy ratio, % (conglomerate) 1352 113.8 115.1 1293 1386
Life insurance business:
- investments at fair value, EUR million 804.6 879.0 921.8 9413 965.6
- provisions for interest-linked policies, EUR million 627.6 654.9 655.8 653.2 654.3
- provisions for unit-linked policies, EUR million 149.6 1719 191.7 189.2 200.5
Earnings per share excl. negative goodwill recorded as income, EUR 0.09 047 0.37 0.17 0.67
Return on equity (ROE), excl. negative goodwill recorded as goodwill, % 1.8 12.5 14.6 12.7 13.8
Earnings per share excluding negative goodwill recorded as income and including the
fund at fair value, EUR -0.22 -0.79 -0.54 -0.14 0.39
Average number of shares, million *) 60.2 60.2 60.2 60.2 59.8
Number of shares at end of period, million 60.2 60.2 60.2 60.2 60.2
Personnel (FTEs), average number 1,009 993 972 956 940

*) Number of shares adjusted for share issue
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Basis of calculation for key figures

Profit/share, EUR

Profit for the year after taxes attributable to the shareholders of Aktia plc
Average number of shares over the period (adjusted for share issue)

Equity per share, EUR

Equity attributable to the shareholders of Aktia plc
Number of shares at the end of the period

Return on equity (ROE), %
Profit for the period — taxes (on annual basis) x 100

Average equity

Cost/income ratio, C/l figure (banking business)

Total operating expenses
Total operating income

Life insurance group’s expense ratio, %

(Operating costs + cost of claims paid) x 100

Total expense loadings

Total expense loadings are a position which, according to actuarial calculations, should cover the costs.
The operating costs do not include the re-insurers’ provisions. The total expense loadings include all payment positions.

Risk-weighted commitments (banking business)

Assets in the balance sheet plus off-balance sheet items including derivatives valued and risk-weighted n accordance with the standard method set out
in regulation 4.3 issued by the Finnish Financial Supervision Authority.
The capital requirements for operative risks have been calculated in accordance with regulation 4.3i issued by the Finnish Financial Supervisory Authority.

Capital adequacy ratio, % (banking business)

Capital base (Tier 1 capital + Tier 2 capital) x 100

Risk-weighted commitments

The capital base is calculated in accordance with regulation 4.3a issued by the Finnish Financial Supervisory Authority.

Tier 1 capital ratio % (banking business)

Tier 1 capital x 100
Risk-weighted commitments

Solvency ratio, % (life insurance business)

Solvency capital x 100
Technical provision — 75% of provisions for unit-linked insurance

The technical provision is calculated after deduction of the re-insurers’share.

Capital adequacy ratio, % (financial conglomerate)

The total capital base of the conglomerate (equity including sector-specific assets and deductions) x 100

Minimum requirement for the conglomerate’s own assets (credit institution + insurance business)

The capital adequacy of the conglomerate is regulated by section 3 of the act governing financial and insurance conglomerates and its related decree.
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Group’s financial statements

Consolidated income statement

EUR million 1-12 2008 1-12 2007 Change %
Net interest income 101.0 88.9 136
Dividends 14 1.5 -9.5
Commission income 50.8 572 -1
Commission expenses 9.8 9.8 -0.6
Net commission income 410 473 -133
Insurance premium income 91.0 99.8 -8.8
Net income from investmenst, interest-linked policies -49.1 35.1 -239.8
Income from life insurance business 419 134.9 -68.9
Net income from financial transactions -34 23 -248.8
Net income from investment properties 6.0 0.5 N/A
Other operating income 15.0 3.1 3878
Total operating income 202.9 278.5 -27.1
Insurance claims paid -86.7 -64.5 345
Change in provision, interest-linked policies 26.7 -20.2 -2326
Change in provision, unit-linked policies -15.7 -29.2 -46.3
Claims paid and net change in provision for insurance business -75.7 -113.9 -335
Staff costs -60.6 -57.3 57
Other administrative expenses -384 -355 8.2
Negative goodwill recorded as income - 12.1 N/A
Depreciation of tangible and intangible assets -5.7 -5.1 10.9
Other operating expenses -16.2 -12.5 299
Total operating expenses -196.6 -212.2 -7.4
Reversed impairments on tangible and intangible assets 0.7 - N/A
Write-downs of credits and other commitments -0.7 -0.2 224.5
Share of profit from associated companies 0.2 0.2 17.7
Operating profit 6.6 66.3 -90.0
Taxes -0.8 -134 -94.0
Profit for the period 5.8 52.8 -89.0
Attributable to:
Shareholders in Aktia plc 52 520 -90.0
Minority interest 0.6 0.9 -30.2
Total 5.8 52.8 -89.0
Earnings per share, EUR 0.09 0.87 -89.7
Diluted earningsper share, EUR 0.09 0.87 -89.7
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Consolidated balance sheet

EUR million 31.12.2008 31.12.2007 Change %
Assets
Cash and balances with central banks 506.3 2353 115.2
Financial assets valued through income statement 19.5 -
Interest-bearing securities 2,808.5 20722 355
Shares and participations 2289 406.5 -43.7
Financial assets available for sale 3,037.3 24787 225
Lending to credit institutions 100.5 1833 -45.1
Lending to the public and public sector entities 5,425.7 45737 186
Loans and other receivables 5,526.2 47570 16.2
Financial assets held until maturity 359 45.8 -21.7
Derivative instruments 137.0 35.6 2844
Investments for unit-linked provisions 148.1 203.1 -27.1
Intangible assets 104 74 40.1
Tangible assets 9.8 111.2 -91.2
Investments in associated undertakings 4.5 36 26.5
Total accrued income and advance payments 79.1 522 516
Other assets 7.2 132 -45.7
Total other assets 86.3 654 319
Income tax receivables 24 37 -36.1
Deferred tax receivables 15.6 59 166.3
Tax receivables 18.0 9.6 87.5
Financial assets classified as held for sale 08 -
Total assets 9,540.1 7,952.8 20.0
Liabilities
Financial liabilities valued at fair value through income statement 46 -
Liabilities to credit institutions 19169 928.6 1064
Liabilities to the public and public sector entities 3,098.3 2,8014 10.6
Deposits 50153 3,730.0 345
Debt securities issued 2,118.7 1,980.5 7.0
Subordinated liabilities 2469 190.6 295
Other liabilities to credit institutes 502.1 429.1 17.0
Other liabilities to the public and public sector entities 262.8 140.7 86.8
Other financial liabilities 3,130.5 2,740.9 14.2
Derivative instruments 84.7 352 140.8
Provisions for interest-related insurances 627.6 654.3 4.1
Provisions for unit-linked insurances 149.6 200.5 -254
Provisions 0.9 03 261.7
Accured expenses and income received in advance 81.2 67.2 208
Other liabilities 87.8 130.9 -329
Total other liabilities 169.0 198.1 -147
Income tax liability 30 86 -65.5
Deferred tax liabilities 38.0 459 -17.3
Tax liabilities 409 54.5 -24.9
Liabilities for assets classified as held for sale 0.2 -
Total liabilities 9,223.3 7,613.8 21.1
Equity
Restricted equity 54.3 722 -24.8
Unrestricted equity 2375 2523 -5.8
Shareholders' share of equity 291.8 3245 -10.1
Minority interest's share of equity 250 14.5 -72.1
Equity 316.8 339.0 -6.6
Total liabilities and equity 9,540.1 7,952.8 20.0
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Cash flow statement

EUR million 1-122008 1-12 2007
Cash flow from operating activities

Operating profit 6.6 66.3
Adjustment items not included in cash flow for the period: 342 -6.3
Paid income taxes -16.1 -20.1
Cash flow from operating activities before change in operating receivables and liabilities 24.7 40.0
Increase (-) or decrease (+) in receivables from operating activities -1331.0 -1592.7
Increase (+) or decrease (-) in liabilities from operating activities 1515.0 15188
Total cash flow from operating activities 208.6 -33.9
Cash flow from investing activities

Financial assets held until maturity 10.0 20
Investments in and proceeds from sale of group companies and associated undertakings -28.2 -30.0
Investment in and disposal of tangible and untangible assets 419 -11.9
Real Estate Mortgage Bank's issue to minority 38 10.5
Total cash flow from investing activities 27.5 -29.4
Cash flow from financing activities

Issued and repaid subordinated liabilities 553 -29
Increase of share capital 0.0 36
Increase of unrestricted equity reserve 0.1 123
Paid dividends -20.1 -254
Total cash flow from financing activities 35.4 -12.4
Change in cash and cash equivalents 271.6 -75.7
Cash and cash equivalents at the beginning of the year 240.8 3165
Cash and cash equivalents at the end of the year 5124 2408
Cash and cash equivalents in the cash flow statement consist of the following items:

Cashin hand 10.0 109
Insurance operation's cash and bank 37 6.9
Bank of Finland current account 492.6 2175
Repayable on demand claims on credit institutes 6.0 55
Total 512.4 240.8
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Quarterly trends

EUR million Q42008 Q32008 Q22008 Q12008 Q42007
Net interese income 26.7 252 253 239 23.8
Dividends 0.1 0.0 1.3 0.1 04
Net commission income 9.3 94 11.8 10.6 12.6
Income from the insurance business -38.0 17.2 304 322 428
Net profit from financial transactions -3.2 -3.0 1.7 1.2 -04
Net income from investment properties 3.1 13 0.4 13 0.1
Other operating income 8.0 30 2.1 1.8 1.0
Total operating income 5.9 53.1 72.9 71.0 80.3
Claims paid and change in provisions -4.9 -19.2 -253 -26.2 -40.9
Staff costs -15.2 -12.7 -16.7 -16.0 -15.7
Other administrtive expenses -10.1 -8.8 -10.2 -9.3 -10.2
Realised negative goodwill to income -1.9
Depreciation of tangible and intangible assets -1.3 -1.6 -1.5 -1.3 -1.2
Other operating expenses -4.4 -3.6 -4.4 -3.7 -3.2
Total operating expenses -35.9 -46.0 -58.2 -56.5 -73.2
Write-downs and reversed impairments on tangible and intangible assets -0.3 03 0.8

Write-downs of credits and other commitments -04 -03 0.0 -00 -02
Share of profit from associated companies 0.0 0.3 0.1 -0.2 -0.3
Operating profit -30.7 7.4 15.7 14.2 6.6
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Segment-based reporting

Business areas

The Retail Banking segment includes Aktia Bank plc's branch
office operation, loans arranged by Aktia via Aktia Real Estate
Mortgage Bank plc, Aktia Card & Finance and the real estate
agencies. Asset Management includes Aktia Bank plc's private
bank in Helsinki and the subsidiaries Aktia Fund Management
Ltd and Aktia Asset Management Ab. Corporate Banking &
Treasury includes Aktia Bank plc's Corporate Banking and
Treasury and the subsidiary Aktia Real Estate Mortgage Bank
plc , with the exeption of Aktia's own loans arranged via the
mortgage bank, and the subsidiary Aktia Corporate Finance.
Life Insurance includes the acquired Veritas Life Insurance
Group. Miscellaneous includes Aktia plc's real estate business
and certain administrative functions that are not allocated
to the various business areas. This business area also includes

Vasp-Invest Ab.

Allocation principles

Net interest income in the varioius segments, especially in retail
banking, includes the margins on volumes of borrowing and
lending. Reference interests for borrowing and lending and
the interest rate risk that arises because of new pricing being
out of step are transferred to Treasury in accordance with the
Group's internal pricing. Treasury assumes responsibility for

the Group's interest rate risk, liquidity and balance protection
measures for which management has issued authority. The vari-
ous business areas receive, or are charged with, internal interest
based on the average surplus or deficit in liquidity during the
period. The costs of central support functions are allocated to
the business areas in accordance with various allocation rules.
Aktia is not allocating equity to the various business areas. Mis-
cellaneous consists of any items in the income statement and
balance sheet that are not allocated to the various business are-
as. Internal Group transactions between legal entities are elimi-
nated and reported within each business area if the legal enti-
ties are in the same business area. Internal Group transactions
between legal entities in different segments are included in the
elimination. The share of profits in associated undertakings and
the minority interest's share are included in the elimination.

New segments as of 1 January 2009

The reported segments are:
Banking Business
Asset Management
Life Insurance
Non-Life Insurance

A N O U S N

Miscellaneous

Comparative figures for 2008 concerning the new division into
segments will be published before the interim report for 1 Janu-
ary — 31 March 2009.

Aktia plc, Accounts Announcement 1 January — 31 December 2008

20 (24)



8'€EL9’L €€TT'6 | 6'T0L- LLSL- €eslL 9°6CC 8'988 €'88L 9Tl L'orL 0'€ELOY 8'08€’S 6'06v'C  T'9£8'C sanljiqel] jejoL
G810l LzLeL L'18- 8LLL- €esl 08ce 0ce 'Ll L9 6'GL 9'188 el 09¢ cle SOM|IGeI IS0
8758 LLL 8758 CLLL SUOISIAOI]
5086l [8LL'C yl- €61- [766'L L'vEL'T panss| sa1311n23s 1gad
00€L'e €510'S 9L~ 9ve- 9l 6'Gel L'ogt 89¢cl’l Ce0l'c 6v9r'T 05087’ susodag
8'TS6'L  L'0OVS‘'6 | 0°6EL- 6°6S€- 6°LLL rLSL L'186 9'9¥8 TSE L'8€ 0'9LS’E 8'856V 9'L8E’E  0°668'€ sjosse |ejo)
18LC 9¢0e 9Ll 9cle- 799 7'0CL 1’85 Sle 9¢ [ (3974 6'Sty 691 €0¢ S1955e U410
L'€0T '8yl 1'€0C 1’81 SUOISIACIC P UI-HUN 10§ SIUSUIISIAU|
0'LSL'Y 9Cs's L= L'l S0 1’0 8l 9/l co6e’L 6099l 8'¢€Se’E £'898'¢ So|geAI9da1 IBY10 pue sueoT
['8/¥'T €/€0'c LSl- ¥9l- olLs 0/g oelLs 9'8¥9 el cel [aJVAl 0vSET 60 60 9|eS J0j 9|qe|IeAR S19SSE [eIDURUlY

S6l 67l St 1USWI1LIS SWODUI YONOIY) Pan|eA S19sse [eldurul4
€5ec €905 L6 69 el L1'0 1’0 €81¢ 14314 Lot 1'6 SYUeq [RJIUSD LYUIM SedURleq pue yseD
L00T°TL'LE 800T°TL'LE L00T°TL'LE 800T°TL'LE L00T°TL'LE 800T°TL°LE L00T°TL'LE 800T°TL°LE L00T'TLLE  800T°TL'LE L00T°TL'LE 800T°TL°LE L00T'TL'LE 800T°TL'LE uoljjlwryn3

|e303 dnoan suoneuiwi|g snoaue||ad>sI @dueinsuj 317 juswabeuepy 1assy Ainseas] Bupjueg [le1ay j99ys aduejeg

Bunjueg ajesodio)

€5 Ly (+ 3yold Bunelado s,dnoio ay3 01 UOIINGLIUOD SSAUISNQ dDURINSU|

€99 99 S'ST- S'T9- oL €'0C sov L L9 (43 €LL 9LL 0'€T 9'€L 1youd Bunerado
40 0 00 [40] 40 mw_CmQrcOu po3edOoSsse ol uco_Q JO aleys
zo- L0 00 00 o L0 SIUDWIIWILLOD 12YI0 PUB SUP3ID JO SUMOP-3ILIAN
L0 €0- 0l s3asse a|qibuelul pue 3|qibuel uo syusuliedw pasianay

e 9'961- L'6€ 9'9 1'6- ooL- 8'8ylL- 1'68- 56 €6 6'LL- L'zL- 6'LL 8'78- sasuadxa buneiado jeyop
STl 79l Lo z0 66 69 90- 90- 01~ 48 L'g- Ll sasuadxa bunelado ay10
L's- LS Sl €l- olL- 9l- 90- 70- 70- 70 43 €0 vl 9l uolepaidag
(4} 4! 9WODUI Se PapI0dal |IMPOOD aAIIRDIN
Gge- 7'8¢- 8 68 86 €Ll L9 8'G- L€ Se- 19 09 €/6- € S9SUAXD 9A1RIISIUILIPE Y10
€15 909- Tl 0zl- 61~ 8- Ve 6%~ 8- St St 1'8C- L'0g~ 150D Jje1g
6€LL- LS~ 661 geel- ATS ssauIsNg adueINsul 1oy uoisiaoid Ul abueyd pue pied swied
S'8L¢ 6'70T S'v9- 1'69- 6L €62 (4311 S'€E0L (4] szL TET 9'62 1'S6 1’26 awoduj bunesado jerop
e oSl 09 A §S vl 20 1o 9l ST gl 9¢ awodul bunesado 1DY10
S0 09 10~ z0- 90 9 00 10 s919doId 1USWISaAUL LU0 SWODUL 19N
€ ve- 90- gl Lo 70 90- 90 6T 00 00 suopdesuel) [eppueuy Wolj 1yoid 18N
6vEL 6l 4%y 919- cesl §eol SSaulsng @5ueinsul ol 9yl WoJ) aWodu|
€Ly 0'ly 7l 60 Sv €€ LEL ULt 9¢- 8- €le 90¢ SUWIODU| UOISSIWWOD 12U
Sl 7l ST vl se €T Lo o) 70 4] 00 o] SpUapIAI]
688 0’10l 9C- e 9¢ s L1 gl e Se 079 179 QWODUI 352121Ul 19N
£00C 800¢ £00C 800¢ £00C 800¢ £00C 800¢ £00C 800¢C £00T 800¢ £00C 800C uoljjiw ¥n3

|e303 dnoap suoneulwi|y snoaue||3dsiy adueinsuj 317 juswabeuepy1assy Kinseail Bupjueg |le1ay JUBW)e)S SWOodU|

Bfunjueg sesodio)

buniodas paseqg-1uswbas s, dnoio

21 (24)

Aktia plc, Accounts Announcement 1 January — 31 December 2008



Further information on Group's risk management

Derivatives and off-balance sheet commitments

Derivative instruments at 31 December 2008, EUR million Group total
Derivative contracts valued through income statement Total nominal amount Assets, fair value Liabilities, fair value
Interest rate-related *) 6,662.2 67.0 65.6
Currency-related 2559 4.1 4.6
Equity-related **) 192.8 1.8 09
Other derivative instruments **) 8.6 0.6 0.6
Total 7,119.6 73.5 71.8

Derivative instruments for hedging
Interest rate-related 2,548.5 63.5 129
Total 2,548.5 63.5 12.9

All derivative instruments

Interest rate-related 92107 130.5 785
Currency-related 2559 4.1 46
Equity-related 192.8 1.8 09
Other derivative instruments 8.6 0.6 0.6
Total 9,668.1 137.0 84.7

*) Interest-linked derivative contracts include interest rate hedging provided for local banks which after back-to-back hedging with third parties
amounted to EUR 6,184.8 million.

**) All equity-related and other derivative instrument relate to the hedging of structured debt products.

Derivative instruments 31 December 2007, EUR million Group total
Derivative contracts valued through income statement Total nominal amount Assets, fair value Liabilities, fair value
Interest rate-related *) 6,212.5 194 17.9
Currency-related 136.8 0.2 0.3
Equity-related **) 163.7 7.7 7.7
Other derivative instruments 8.6 1.0 1.0
Total 6,521.5 28.4 26.9

Derivative instruments for hedging
Interest rate-related 3,316.0 73 83
Total 3,316.0 7.3 8.3

All derivative instruments

Interest rate-related 9,528.5 26.7 26.2
Currency-related 136.8 0.2 03
Equity-related 163.7 7.7 7.7
Other derivative instruments 8.6 1.0 1.0
Total 9,837.6 35.7 35.2

*) Interest-linked derivative contracts include interest rate hedging provided for local banks which after back-to-back hedging with third parties
amounted to EUR 5,699.0 million.

**) All equity-related and other derivative instrument relate to the hedging of structured debt products.
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Off balance-sheet commitments

Group

EUR million 31.12.2008 31.12.2007

Commitments provided to a third party on behalf of customers
Guarantees 54.8 57.2
Other commitments provided a third party 7.5 27.1

Irrevocable commitments provided in favour of customers

Unused credit arrangements 454.5 4183
Other irrevocable commitments 1211 127.1
Off balance-sheet commitments 528.8 629.6

Consolidated capital adequacy for banking business

Summary (EUR million) 31.12.2008 31.12.2007
Tier 1 capital 309.0 3127
Tier 2 capital 1434 130.5
Capital base 452.4 443.2
Risk-weighed amount for credit and counterparty risks 3,040.5 26118
Risk-weighed amount for market risks 1) - -
Risk-weighed amount for operative risks 2) 272.7 2634
Total risk-weighed commitments 3,313.2 2,875.2

Capital adequacy ratio, % 13.7 15.4

Tier 1 Capital ratio, % 9.3 10.9
Minimum capital requirement 265.1 230.0
Capital buffer (difference between capital base and minimum requirement) 187.3 2132

1) No capital requirement due to minor trading book and when total of net currency positions are lessthan 2% of capital base.

2) The capital requirement of 15% is calculated using the definition of average gross income for the last three years (EUR 140 million) x the risk-weighted
factor of 12.5.

Capital base

EUR million 31.12.2008 31.12.2007
Share capital 163.0 80.2
Funds 44.6 552
Minority share 249 14.5
Retained earnings 935 155.1
Profit for the reporting period 9.2 50.7
/. provisions for dividends to shareholders -0.6 -20.1
Total 334.7 3356
J/.intangible assets -8.6 -5.2
/. shares in insurance companies -17.1 -17.7

Tier 1 capital 309.0 312.7

Fund at fair value -47.5 -17.1

Other Tier 2 capital 45.0 -

Risk debentures 163.0 165.2
/. shares in insurance companies -17.1 -17.7

Tier 2 capital 143.4 130.5

Total capital base 452.4 443.2
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Risk-weighted commitments, credit and counterparty risks

EUR million Balance sheet items Off-balance sheet Risk-weighed commitments, Basel2
Risk weighting 31.12.2008 31.12.2007
0% 9084 26,1 934,5 - -
10 % 803,5 - 80,5 803 67,8
20 % 1627,7 2378 18655 3353 2514
35% 40277 84,5 4112,2 14214 12322
50 % 4,9 02 5,0 25 19
75 % 538,0 65,1 603,1 426,7 3915
100 % 666,0 106,5 7725 7208 6313
150 % 69 1.2 8,1 1.3 156
Total 8583,0 521,4 9104,4 2998,4 2591,6
Derivatives *) - 197,0 197,0 42,1 20,2
Total 8583,0 718,4 9301,4 3040,5 2611,8

¥) ¥)derivative agreements credit conversion factor

Risk-weighted amount for operative risks

Risk-weighted amounts, Basel2

Year 2006 2007 2008 31.12.2008 31.12.2007
Gross income 140,6 145,2 150,5
- 3-year average 1454

Indicator 15%

Capital requirement for operative risks 272,7 263,4

Conglomerate’s capital adequacy

31.12.2008 31.12.2007

Tier 1 capital for the Group 359,7 360,9
Sector-specific assets 1614 1494
Intangible assets and specific deductions -101,9 -114,8
Other sector-specific, non-transferable assets - -14,5
Conglomerate's total capital base 419,2 380,9
Capital requirement for banking business 266,6 230,0
Capital requirements for insurance business 43,5 449
Minimum amount for capital base 310,1 274,9
Conglomerate's capital adequacy 109,1 106,0
Capital adequacy ratio, % 135,2 138,6

Helsinki, 12 February 2009

AKTIA PLC

Board of Directors
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