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Abstract 

 

Due to the apparent global economic conditions, at the end of 2008, the International 

Accounting Standards Board (IASB) issued amendments to IAS 39 Financial instru-

ments: recognition and measurement and IFRS 7 Financial instruments: disclosures in 

October and November, 2008. The amendments allow banks to reclassify their non-

derivative financial instruments in rare circumstances. This thesis investigates whether 

banks in the Nordic countries (Denmark, Finland, Norway, and Sweden) reclassify fi-

nancial instruments, in their financial statements of 2008 and 2009.  

The result of the study shows that 47% of the sample Nordic banks reclassified financial 

instruments in 2008 and 12% in 2009. All banks increased their net profit as a result of 

reclassifying financial instruments in 2008. The return on equity (ROE) increased sig-

nificantly compared to whether the banks would not had reclassified their financial in-

struments. Tendencies found among the sample Nordic banks are that larger and less 

profitable banks used the possibility to reclassify financial instruments to a greater ex-

tent. Because none of the banks made losses on their choice to reclassify in 2008, the 

conclusion is that the opportunity given due to the amendments are mostly used by the 

banks to enhance the net income and the key ratio ROE. This shows that management 

decisions are short-term. This also indicates that the amendments may be misused by 

management to enhance current profit for their own benefit. The thesis also concludes 

that the departure from fair-value as the valuation method for financial instruments, due 

to recent massive critic, is unlikely.  
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1 Introduction 

1.1 Background 

Due to financial innovations, such as mortgage-backed securities (MBS), asset-backed 

securities (ABS) and collateralized debt obligations (CDOs), together with a combina-

tion of low interest rates and low inflation, credit quantity grew rapidly in the beginning 

of the 2000s (The Larosiére Report, 2009). This economic environment lead to higher 

risk taking, due the belief of low risk taking when investing in financial instruments, 

and the search for new opportunities to yield higher returns. Financial instruments were 

created from whatever could generate a steady stream of cash flow and because of poor 

knowledge of these complex financial instruments together with the hidden poor quality 

of the underlying assets led to historically low levels of risk ratings of the financial in-

struments (The Larosiére Report, 2009). The rapid expansion of excess liquidity should 

have triggered a reaction among regulators. Although, the regulations for financial in-

struments did not develop at the same pace as the financial innovations (Chorafas, 

2009). According to The Larosiére Report (2009), the lack of sufficient regulation, irre-

sponsible mortgage lending and complex securitisation financing techniques, created an 

extensive housing bubble in the United States, which affected global markets severely. 

Although, the securitisation process is a desirable economic method if it is used prop-

erly (The Larosiére Report, 2009). In that case the method spread risks and creates li-

quidity (Servigny & Jobst, 2007). Financial instruments are regulated in the Interna-

tional Accounting Standards (IAS), IAS 32: definitions, IAS 39: measurement and rec-

ognition, and in the International Financial Reporting Standards (IFRS), IFRS 7: disclo-

sures. Financial instruments are valued, in financial statements, either at a fair-value
1
 or 

at an amortised-cost.
2
 

Financial institutions, such as banks, were severely hit by the financial turmoil 2008/09 

due to their extensive amount of financial instruments, which lead to massive write-

downs due to impairment. According to United States General Accepted Accounting 

Standards (US GAAP) banks are allowed to reclassify financial instruments, although 

                                                 
1
 To determine the fair-value for financial instruments active markets are used. If an active market is not 

available secondary markets (based on a transaction for a similar financial instrument), or an estimated 

value based on performance, should be used instead. 

2
 Amortised-cost is historical-cost which is amortised over time and the cost is recognized in the income 

statement. 
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very restrictively. Due to a competitive advantage for US banks IASB received major 

critique, that banks applying the International Financial Reporting Standards (IFRS)  

were not allowed to reclassify their financial instruments, which had decreased substan-

tially in value. As a response to this, the IASB developed amendments to IAS 39 and 

IFRS 7, in October and November 2008, which allow banks to reclassify non-derivative 

financial instruments in rare circumstances (IASB, 2008 a-b). The importance to issue 

these amendments as soon as possible can been seen in the rapid process both by IASB, 

by passing their general process, and the EU’s fast endorsement of them. Due to the rare 

circumstances of the financial crisis the new EU regulation was issued and approved by 

the European Commission two days after the IASB published the first reclassification 

amendment (EC regulation 1004/2008 as of October 15, 2008). The reclassification 

amendments opened up the opportunity for banks to reclassify their heavily decreased 

assets into a historic fair-value and helped some banks to avoid bankruptcy (The 

Larosiére Report, 2009). 

1.2 Problem discussion 

Because of globalization, every economic market was affected by the economic turmoil 

of 2008/09. Due to the 2008 amendments to IAS 39 and IFRS 7, the banks were al-

lowed to reclassify their heavily decreased financial instruments. They were also al-

lowed to reclassify retrospectively from July 1, 2008, to October 31, 2008, leading to 

the banks already knowing the results of the reclassifications of this period before using 

the opportunity. Assets reclassified after November 1, 2008 should be recognized at the 

date of the reclassification (IASB, 2008a-b). This implies that the amendment does not 

allow retrospective reclassification except for the stated period (IASB, 2008a-b). The 

studies performed on banks usage of the opportunity to reclassify are limited, and are 

only done on Europeans banks using the amendments to IAS 39 and IFRS 7 (Kholmy & 

Ernstberger, 2010, and Fiechter & Unger, 2009). Fietcher & Ungers’ (2010) conclusions 

are that 35% of the 219 studied European banks used the amendments to reclassify fi-

nancial assets. Both studies find tendencies that there are the largest and less profitable 

banks, within their sample, that have used the amendments most extensively. Their 

studies include all the European countries, but because Europe covers a large geo-

graphical area with many different cultures and business climates there may be differ-

ences among the European countries. Countries within a closer geographical area may 
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react more similar to new accounting standards and the business climate may also be 

similar affecting stakeholders perceptions of banks decisions regarding accounting 

choices. A more narrower geographical area may show different results compared to 

previous studies, due to more similar social and institutional culture, therefore the aim 

with this thesis is to investigate a closer geographical area. This thesis researches the 

publicly listed banks in the Nordic countries (Sweden, Denmark, Norway, and Finland), 

to study whether they reclassify financial instruments. 

1.3 Purpose 

The purpose of this thesis is to investigate how the Nordic banks’ financial statements 

of 2008 and 2009 are affected by the reclassification amendments to IAS 39 and IFRS 

7.  

Research questions that are addressed in this thesis are: 

1. How many of the Nordic banks reclassifiy their financial instruments 2008 and 

2009? 

2. Are there any visible tendencies for banks that reclassify financial instruments?  

3. How do reclassifications of financial instruments affect the banks’ return on eq-

uity and return on assets, for the years 2008 and 2009? 

4. Is fair-value a desirable method for valuing financial instruments? 

1.4 Delimitations 

Even though derivatives are financial instruments they are not included in our study, 

due to the fact that entities are not allowed to reclassify derivatives, according to the 

amendments to IAS 39 (IASB, 2008a-b). The reclassification amendments are applica-

ble for all entities that apply IFRS. The reason for not investigating all entities in the 

Nordic countries is that regular businesses do not hold financial instruments and there-

fore not use the reclassification amendments. The business sector that is the most fre-

quent holder and creator of financial instruments is the financial sector. Therefore this 

thesis is delimited to investigate the banking sector among the financial institutions. Al-

though, the definition Nordic countries includes Sweden, Denmark, Norway, Finland, 

and Iceland, this thesis is delimitated to not including Iceland. This is because all listed 

banks, in Iceland, are considered small compared to the gathered sample. Another rea-

son for not including Icelandic banks is the recent turmoil in the Icelandic economy, 
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which has contributed to extraordinary circumstances. All banks in Iceland are, as of 

2010, owned by the Icelandic government, and the banks are therefore not subject to the 

same market conditions as the other Nordic banks.  

1.5 Outline 

In the next chapter, previous studies of banks’ use of the reclassification amendments to 

IAS 39 and IFRS 7 in Europe, are reviewed. Chapter three, the frame of reference of fi-

nancial instruments, addresses definitions, recognitions, measurements and disclosures 

of financial instruments, according to standards applicable for banks applying the stan-

dards endorsed by European Commission (EC), and other issues regarding concepts 

used in these standards. The chapter also handles all issues and standards related to the 

reclassification amendments, applicable for banks applying IFRS. Chapter four, ex-

plains the thesis’ approach, method, and the procedures for collecting the descriptive 

data/information. Chapter five presents the study’s findings for the Nordic banks, which 

used the reclassification amendments, and their disclosures in their financial statements 

of 2008 and 2009. Chapter six combines the frame of references of financial instruments 

(chapter four) and the descriptive findings in Nordic banks 2008 and 2009 financial 

statements (chapter five), through analysing the findings in banks’ financial statements 

of 2008 and 2009. Chapter seven draws conclusion from the previous analysis to answer 

the thesis purpose and the research questions.  
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2 Literature review 

Fiechter and Unger (2009) investigate, the amendments’ influences on financial state-

ments of European banks. Their sample consists of 219 European Banks, which apply 

IFRS, and their data are collected from annual reports of 2008. Fiechter and Ungers’ 

(2009) study is based on descriptive empirical evidence and the conclusion is that it is 

more common among the samples’ lager banks to use the amendments. Banks that rec-

lassify are also less profitable than those which do not reclassify. Due to this, Fiechter 

and Unger (2009) draws the conclusion that troubled banks are more likely to apply the 

amendments. Fiechter and Unger (2009) could also find distinct evidence for the moti-

vation for banks to reclassify, the reasons are the significant positive impacts on ROE 

and other substantial positive impacts on banks’ financial statements.  

Kholmy and Ernstberger (2010) also study the reclassification of financial instruments 

within the European banking sector. Their sample size consists of 101 European banks 

that apply IFRS. The authors investigate if there are any specific underlying factors do-

minating banks’ decision to reclassify financial instruments. Kholmy and Ernstberger 

(2010) also investigate the consequences of applying fair-values in financial statements. 

The results of the research show that banks with poor profitability and poor market per-

formance are more active in using the opportunity to reclassify. Evidence shows that the 

size of the bank matters, and that it is the sample’s larger banks which are more willing 

to reclassify. The authors also submit evidence that banks that apply the reclassifica-

tions amendments experience higher volatility on their shares after disclosure. The 

study’s conclusion about fair-value is that it contributes to higher information asymme-

tries and should therefore be avoided.   
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3 Frame of reference of financial instruments 

3.1 Definitions of financial instruments 

A financial instrument is a contract which raises a financial liability or an equity in-

strument of another entity (Wang, Zhe, Kang, Wang & Chen, 2008). Because the finan-

cial instrument does not take any physical form it can be considered as an intangible as-

set (Fabozzi, 2008). IASB’s definition of financial instruments is similar, and according 

to IAS 32, a financial instrument is every form of a contract which can generate a finan-

cial asset, a financial liability or an equity instrument in another entity. Financial in-

struments that take physical form are clearly excluded from IASBs definition as well as 

liabilities which have not a contractual character. The concept financial instruments is 

wide and contains both primary and derivative instruments (Epstein & Jermakowicz, 

2010), which makes it possible for financial innovators to expand the concept of finan-

cial instruments to virtually anything that generates a cash flow (Fabozzi, 2008). In the 

last decades, the quantity of financial instruments has dramatically increased (Epstein & 

Jermakowicz, 2010) as well as the use for securitisation (Fabozzi, 2008). The broad 

definition of securitisation is transferring risks between various parties (Fabozzi, 2004). 

Securitisation is not a financial instrument, but the process which creates a financial in-

strument such as MBS, ABS or CDO.  

The starting point for the financial innovations based on securitisation begins in 1969 

with the United States mortgage banks issuing MBS as a means of funds, but it was not 

introduced in Europe until the 1980s (Fabozzi, 2004). A bank issues numerous loans 

each year and if they pool all or some of the loans together as collateral for the issue of 

a bond, a financial instrument called mortgage-backed security or asset-backed security 

is created (Landuyt et al., 2010). MBS were the first to be issued in Europe, and is still 

today the most common category to be securitised. ABS are collateral pool of asset 

loans (Bauer, Hertz & Hoops, 2008). The first asset-backed security in Europe was is-

sued in the early 1990s, but startes to be widely used in the latter half of the 1990s. 

Since the introduction there has been a dramatic growth and is still growing. New asset 

classes are created and put into the market regularly (Fabozzi, 2004), and are called 

modern financial instruments (Bauer et al., 2008). The motivation for asset-backed se-

curitisation by banks is to diversify sources of lending and reduce the regulatory capital 

by removing receivables from their balance sheet. In the beginning of 2000s, ABS are 
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favourite sources of funding among banks to manage their balance sheet (Fabozzi, 

2004). CDO are backed by some form of commercial debt or loan receivables and are 

different from MBS and ABS in the case that in the CDO transaction there is no ser-

vicer to collect non performing loans, instead there is a portfolio manager that actively 

has to manage the portfolio. Therefore, investors need to focus more on the portfolio 

manager than the underlying assets (Landuyt et al., 2010). The large growth of CDO did 

not start until the late 1990s (Landuyt et al., 2010).  

The main motivation for banks to use the securitisation process to create financial in-

struments is to realise values from the assets on their balance sheets and stimulate eco-

nomic growth (Landuyt et al., 2010). The securitisation process transforms relatively il-

liquid assets to liquid assets, that are to same degree traded on a secondary market 

(Fabozzi, 2004). Essential for banks’ economic growth are capital and risk appetite, and 

the securitisation process enables the banks to achieve a better regulatory capital effi-

ciency and to transfer the credit risk which creates space for additional credit risk. Secu-

ritisation also enables banks to optimize capital usage, focusing on the remaining assets 

risk, day-to-day management and they are also able to reach a new range of investors 

(Fabozzi, 2004). Because of the inventive nature regarding financial instruments regula-

tions have lagged behind, including IASB’s regulation (Epstein & Jermakowicz, 2010). 

The first IASB regulation, regarding financial instruments was issued in 1991 

(Chalmers & Godfrey, 2005) while the first financial instruments were created  decades 

earlier (Fabozzi, 2004). 

The development of financial standards for financial instruments has proved to be most 

challenging for standard setters. Because of this, IASB was not able to develop a com-

prehensive standard on accounting and reporting of financial instrument (Epstein & 

Jermakowicz, 2010). Instead, it resulted in two separate standards regarding financial 

instruments; IAS 32 classifications and disclosures (in 2005, the disclosures were 

moved to the new standard IFRS 7: disclosures) and IAS 39 recognition and measure-

ments (Epstein & Jermakowicz, 2010).  
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3.2 Recognition and measurements of financial instruments 

3.2.1 Fair-value  

The primary method for valuing financial instruments is fair-value accounting, which 

arose in the middle of the 1980s and the use of it has culminated in the 2000s (Ishikawa, 

2005). Initially fair-value was termed as market-value, but since the 2000s, valuations  

have evolved to be based on prices and rates from secondary markets and estimation 

models. Due to this, the term has switched to fair-value (Epstein & Jermakowicz, 2010). 

Fair-value is defined in IAS 32, as the value to which an asset can be transferred or a 

liability to be regulated, between knowledgeable independent parties and who have an 

interest that the transaction is implemented. The measurement objective is to determine 

an exit price which should be based on an orderly transaction. The orderly transaction 

reflects that it should be exposed to a market before the exit price is determined. Even 

though this is an exit price, the price attained from the transaction should not be a forced 

sale (Epstein & Jermakowicz, 2010). IAS 39 has divided the non-derivative financial 

instruments into four subcategories. Two of the four categories are measured at fair-

value; held-for-trading and available-for-sale. 

3.2.2 Financial instrument categories measured at fair-value 

3.2.2.1 Held-for-trading 

Held-for-trading (HFT) is defined in IAS 39 as a financial asset at fair-value through 

profit or loss if it follows either of the following conditions it is classified as held-for-

trading: 

a. Acquired for the purpose of selling or repurchasing in the near term. 

b. Part of a portfolio of identified financial instruments which are managed 

together and there is evidence for short-term profit. 

Financial instruments categorized as held-for-trading should initially be recognized at 

fair-value (purchasing/selling price). In the initial recognition value, no transaction cost 

should be included and instead the transaction cost should be accounted for as an ex-

pense or a loss at the acquisition day (Epstein & Jermakowicz, 2010). According to IAS 

39, remeasurement of the financial instrument during the holding time should be at the 

fair-value and any changes due to this should be reported in the income statement 

through profit or loss.  
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3.2.2.2 Available-for-sale 

A financial instrument in the available-for-sale (AFS) category is a non-derivative fi-

nancial asset that is denominated as available for sale or not classified as a) loan and re-

ceivables, b) held-for-maturity, c) held-for-trading. In the initial recognition value, no 

transaction cost should be included. The transaction cost shall be amortised if the finan-

cial asset has determinable payments and fixed maturity, if not, it should be recognized 

as an income at the time of an eventual sale (Epstein & Jermakowicz, 2010). Available-

for-sale instruments should be remeasured at each date of the statement of financial po-

sition to the current fair-value. Any changes in fair-value shall be reported in OCI. 

However, if any impairments or derecognitions of the financial instruments have been 

done, the recognition shall be accounted for in the income statement through profit or 

loss (Epstein & Jermakowicz, 2010). 

3.2.3 Issues regarding fair-value measurement 

Fair-value is considered to be a good reflection of current market conditions and gives 

timely information, enhance indusive corrective actions, and increase transparency 

(Laux & Leuz, 2009). Because of this, fair-value is argued to improve market discipline 

and more efficient markets (Shaffer, 2010). Fair-value conveys valuable information for 

management decision making and it can symbolize a future discounted cash flow on the 

enterprise. (Elliott & Elliott, 2008). Fair-values can contribute to early warnings about 

banks’ potential problem, which are difficult for banks to hide if the fair-value is used 

(Laux & Leuz, 2009). On the other hand, critics argue that fair-value accounting con-

tributes to pro-cyclical effects both in expansions and recessions, which should have 

made the financial crisis 2008/09 more severe than otherwise (Laux & Leuz, 2010). 

Concerns about fair-value is that it generates a more volatile annual income and the 

profit consists of both realised and unrealised profits. Opponents also argue that fair-

value accounting is not a good measurement for assets held for a longer period and can 

even be misleading due to distorted prices by market inefficiency and liquidity prob-

lems (Laux & Leuz, 2009).  

 

When using an active market to appreciate fair-value, it can be seen as reliable because 

the market sets the price based on two parties willing, but not required, to transact (Eps-

tein & Jermakowicz, 2010). However, when an active market is not available for mea-

surement, a secondary market or estimation is used instead. This provides room for ma-
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nipulation by the management to affect the reliability of the fair-value (Epstein & Jer-

makowicz, 2010). Critics against fair-value accounting usually promote historical-cost 

accounting as the most relevant for valuating financial instruments (Laux & Leuz, 

2010). Thus, a trade-off occurs between relevance and reliability when valuating at fair-

value (Laux & Leuz 2009). IASB has, since the late 1980s, promoted fair-value as the 

only method for valuing financial instruments. However, due to major resistance, IASB 

has still not a universal approach for measuring financial instruments and a mixed ap-

proach applies (Epstein & Jermakowicz, 2010). The other measurement approach is his-

torical-cost accounting, which applies for financial instruments categorized as loans and 

receivables and held-for-maturity.  

3.2.4 Historical-cost accounting 

As stated before, the alternative to fair-value accounting is historical-cost accounting. 

Historical-cost are referred to as amortised-cost, when recognized in the balance sheet. 

Historical-cost accounting is the main method in valuing assets in general, but not fi-

nancial assets. Because according to IASB, historical-cost accounting does not give sat-

isfactory results (Epstein & Jermakowicz, 2010). Therefore, fair-value is most com-

monly used for valuing financial instruments. The main characteristics of historical-cost 

accounting is that it is factual and objective, implying that it is easy to verify if the value 

of the asset is correct or not (Elliott & Elliott, 2008). Historical-cost also gives small 

room for manipulation of the assets’ value, as generally can be possible in fair-value ac-

counting if no active market is available for valuation and where models are used in-

stead to approximate the values (Epstein & Jermakowicz, 2010). Historical-cost is usu-

ally reported at the fair-value at the purchasing date. The difference in historical-cost 

accounting, compared to fair-value, appears after the initial recognition. Remeasure-

ments of historical-cost are adjusted for amortization and impairment and no increases 

in the assets’ value are recognized when applying historical-cost accounting (Epstein & 

Jermakowicz, 2010). The categorisation of the financial instruments depends on the in-

tended use and sort of assets. Financial instruments measured at amortised-cost should 

have determinable payments. Bank should also have the intention to hold the financial 

instruments for an indefinite period or until maturity. Financial instruments measured at 

historical-cost are held-for-maturity and loans and receivables. 
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3.2.5 Financial instrument categories measured at historical-cost 

3.2.5.1 Held-for-maturity  

A financial instrument in the held-for-maturity (HFM) category is, according to IAS 

39’s definition an asset with fixed or determinable payments at a fixed maturity. The 

criteria for using this category are restrictive and IAS 39 states that an intention to hold 

the instrument for an indefinite period is not a sufficient argument. For banks to be able 

to classify a financial instrument in the held-for-maturity category they have to have the 

positive intent and the ability to hold the instrument until maturity (Epstein & Jermako-

wicz, 2010). If the banks intentions or the ability to hold the financial instrument until 

maturity changes, they are required to reclassify the financial instrument out of the held-

for-maturity category and into available-for-sale. The banks are also required to reclas-

sify if they have sold more than an insignificant amount of their held-for-maturity cate-

gorized instruments into available-for-sale. When valuing held-for-maturity at histori-

cal-cost the initial cost is recognized at fair-value with the transaction cost included. 

These two combined are used to calculate the amortised cost, which is accounted 

through profit or loss during the lifetime of the instrument (Epstein & Jermakowicz, 

2010). 

3.2.5.2 Loans and receivables 

A financial instrument in the loans and receivables (LAR) category is, according to IAS 

39, a non-derivative financial asset, with fixed or determinable payments, that is not 

quoted in an active market. The initial recognition is the same as for the above men-

tioned instruments, fair-value. For loans and receivables, the same remeasurements rec-

ognition criteria appliy as for held-for-maturity.  

3.2.6 Issues regarding historical-cost measurement 

One advantage of valuing financial assets at historical cost is that the information be-

come more reliable compared to measurements at fair-value (Elliott & Elliott, 2008). 

Amortised-cost is reliable when it comes to measuring assets that cannot increase in 

value, but is not suiteable for financial assets. This is because the value is reflected by 

the performance of the underlying assets and other economic circumstances in the eco-

nomic environment. Which affects the values and differ on a yearly basis, and is re-

ported in the financial statements. Critiques to historical-cost argue that fair-value is 

better in valuing the bank’s assets and liabilities, because a historical value does not 
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represent the value of the assets today. The banks’ stakeholders might want to know the 

current market value to be able to make accurate market analyses (Laux & Leuz, 2009).  

3.3 Reclassifications of financial instruments 

3.3.1 Definition and background  

Reclassification in the context of financial instruments is the process of moving a fina-

cial instrument from one category into another. Before 2008, there was only a limited 

possibility to reclassify financial instruments, in order to prevent manipulation of profit 

or loss. Banks were not allowed to reclassify financial instruments measured at fair-

value through profit or loss in any cases, but due to the financial crisis 2008/09, banks’ 

financial instruments had heavily decreased in value and numerous amounts of the fi-

nancial markets had become inactive (IASB, 2008a-b). This financial situation for the 

banks led to major critique from politicians and the public. They argued that the banks 

applying IFRS had a disadvantage compared to their competitors in the United States of 

America, where the Financial Accounting Standards Board (FASB) allows reclassifica-

tion of non-derivative financial instruments. As a response to this the IASB developed 

new amendments to IAS 39 and IFRS 7, which allow banks to reclassify non-derivative 

financial instruments under rare circumstances (IASB, 2008 a-b). Because of the finan-

cial situation in 2008, the importance of fast development of the amendments was cru-

cial to enable banks to instantly reclassify their heavily depressed financial instruments. 

The first amendment was issued on October 13, 2008, only a few weeks after receiving 

the request, leading to ordinary developing steps being overlooked (IASB, 2008a). The 

second amendment was issued in November, 2008, only a month after the first (IASB, 

2008b). EC endorsed both amendments a few days after they were issued by IASB 

(Regulation (EC) No 1004/2008 of 15 October 2008) leading to ordinary endorsement 

steps being overlooked.  

3.3.2 Amendments to IAS 39: measurement and recognition 

The reclassification amendments allow an banks to reclassify their non-derivative finan-

cial assets out of a fair-value category in rare circumstances (IASB, 2008a). Stated in 

the amendment to IAS 39, the first recognition criterion, rare circumstances, should be 

apparent for the banks to reclassify financial instruments. The IASB stated in a press re-

lease that the economic environment during the third quarter of 2008 falls under this 

category (IASB, 2008c). If the rare circumstance criterion is fulfilled there are two fur-
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ther criteria which apply for reclassifications of financial instruments. First, at the date 

of the reclassification, when the financial asset is reclassified at its fair-value, any gains 

or losses already recognized shall not be reversed. Second, the fair-value at the date of 

the reclassification will become, as applicable, the new cost or amortised cost (IASB, 

2008a).  

The entities are, according to the amendments, allowed to reclassify financial instru-

ments: 

1. Out of the held-for-trading category into loans and receivables, available-for-

sale, or held-for-maturity. 

2. Out of the Available-for-sale category into loans and receivables and held-for-

maturity. 

The entities are, according to IAS 39, allowed and in certain situations required to rec-

lassify financial instruments: 

3. Out of the held-for-maturity category into available-for-sale. 

 

3.3.2.1 Reclassification out of the held-for-trading category  

The banks are, according to the amendments, allowed to reclassify specific financial in-

struments classified as held-for-trading out of the category if they can verify that their 

original intention has changed and the instruments will not be sold in the near future 

(IASB, 2008a-b). For the banks to be able to reclassify from the held-for-trading into 

loans and receivables the financial instrument needs to have fixed or determinable pay-

ments, no fair-value can be obtained from any active market, and the instruments should 

recover substantially all of its original value. Instruments that do not fulfill these criteria 

are not allowed to be classified into loans and receivables, unless the bank plans to hold 

the instruments for a foreseeable future or until maturity. If this criteria are not fulfilled, 

held-for-trading instruments are only allowed to be reclassified into the held-for-

maturity or available-for-sale category (IASB, 2008a-b). All reclassifications out of the 

held-for-trading category should be measured, on the reclassification date, at fair-value. 

For those reclassified into held-for-maturity and loans and receivables, the fair-value 

will become the new amortised cost. Any previous recognized gains or losses reported 

in the income statement through profit or loss should not be reversed. Financial instru-

ments categorized into available-for-sale are still reported at fair-value. The only differ-

ence compared to before the reclassifications is that remeasurements in fair-value is re-
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ported in OCI, instead of IC when recognized at held-for-trading. Although, if the 

changes are permanent value impairments, it will be accounted for in the IC (IASB, 

2008a-b).       

3.3.2.2 Reclassification out of the available-for-sale category  

Financial instruments categorized as available-for-sale are allowed to be reclassified in-

to the held-for-maturity category if there is a change in intentions. The fair-value at the 

reclassification date becomes the new amortised cost (IASB, 2008a-b). Banks are al-

lowed to reclassify into the loans and receivables category if the fair-value cannot be de-

termined on an active market or reliably measured. Reclassifications into the loans and 

receivables category should be measured at the carrying value, unless there is evidence 

for impairment of the instruments’ value (IASB, 2008a-b).  The measured value will be 

the financial instruments’ new amortised cost. When a reliable fair-value can be meas-

ured, the financial instrument is required to be transferred back into the available-for-

sale category (IASB, 2008 a-b).       

3.3.2.3 Reclassification out of the held-for-maturity category  

This requirement was also apparent before the amendments in IAS 39 and was still ap-

plicable for the banks during the economic conditions in late 2008. According to IAS 

39, banks are required to reclassify out of the held-for-maturity category into the avail-

able-for-sale category if their intentions for a financial instrument classified as held-for-

maturity has changed. As stated earlier, banks are required to have the positive intent 

and the ability to hold the instrument until maturity. If there are any changes in this cri-

terion, the banks are obligated to reclassify the financial instrument. Other circum-

stances, that are addressed in the standards, that require the bank to reclassify out of 

held-for-maturity are if the bank has sold more than an insignificant amount of similarly 

categorized instruments before maturity date. Although, if the transaction date is close 

(no more than three months) to the maturity date, this criterion does not apply. If a bank 

has been required to reclassify out of the held-for-maturity category they are not al-

lowed to classify any new financial instruments as held-for-maturity in the two coming 

years. Reclassifications out of the held-for-maturity category should be measured on the 

reclassification date at fair-value and the difference between the carrying value and the 

fair-value should be recognized  in OCI.   
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3.3.3 Amendments to IFRS 7: disclosure  

The primary consideration of IFRS 7 is the risk, and the standard set forth that the major 

objective gives the financial statement users the ability to estimate the on- and off-

balance sheet risks (Epstein & Jermakowicz, 2010). According to IFRS 7, a bank shall 

disclose different risks associated to the financial instruments and they are: market risk, 

credit risk, liquidity risk, currency risk and management risks. 

IASB concludes that the information about banks’ risk exposure for financial instru-

ments needs to be disclosed to financial statement users about how the banks manage 

their risks. An affect of the financial crisis was that fewer financial instruments were 

traded at active market, which led to that the banks were forced to use models to value 

their financial instruments (Laux & Leuz, 2010). The amendments to IFRS 7 address 

what the entities shall disclose if they use the reclassification amendments (IASB, 2008 

a-b) and according to the amendments, banks shall disclose: 

1. the amount of the reclassification, 

2. the book value and fair-value for each financial asset or liability category which 

has been reclassified for each financial period until the amount is derecognized, 

3. the rare circumstance and the reasons/facts why the circumstance should be 

classified as rare, 

4. the fair-value gains or losses reported through profit or loss or in OCI in that re-

porting period and in the previous, 

5. for every financial period after the reclassification, until the asset or liability is 

derecognized, the fair-value gain/loss through profit or loss or in OCI, as if the 

financial instrument would not have been reclassified. The bank should also 

disclose the gain, loss, income or expenditure reported through profit or loss, 

6. the effective rate of interest and amount of the estimated cash flow the entity is 

expected to recover per day of the reclassification. 
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3.4 Future development of international standards for         
financial instruments 

A new standard regarding financial instruments is under development by IASB, IFRS 9, 

which is to replace IAS 32 and IAS 39. The standard is divided into three parts and will 

be issued in the order: classification and measurement, impairment methodology, hedge 

accounting. The IASB issued the first phase in the end of 2009, and shall be fully 

adopted by the member countries by 2013. IASB sent out a discussion paper in March 

2008 regarding the new standard (IASB, 2008d). The paper was open for comments un-

til September 2008. However, the EU has not yet approved this version and waits until 

the next phase has been developed. The main critiques have been regarding the valua-

tion of financial instruments. Before 2008 the development on the valuation methods 

were set on fair-value, this is also the case with IFRS 9. However, after that the finan-

cial crises hit in the later of 2008, which fair-value was blamed for contributing to (Laux 

& Leuz, 2010, Shaffer, 2010), IASB received comments on the first phase regarding the 

extensive use of fair-value. The comments criticize and reject against that fair-value 

should be the only method for valuing financial instruments. 
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4 Research method 

4.1.1 Research approach 

Due to the economic turmoil in 2008/09, the IASB issued amendments to IAS 39 and 

IFRS 7 for banks to reclassify certain financial instruments. Even though studies have 

been done on the European market, no research has been found on whether the same re-

sults of the amendments apply in a closer geographic area that is more similar than dif-

ferent in social and institutional culture (Fagerströn & Lundh, 2009). Therefore, this 

study is conducted on the Nordic market, researching the publicly traded banks financial 

statements. This is possible to research due to that the banks are required to disclose in-

formation about their financial instruments, in their annual reports. If the banks use the 

possibility to reclassify, according to the amendments, they are also required to disclose 

certain information about their reclassified financial instruments. This study is based on 

a rare circumstance because the amendments to the international accounting standards 

would not have been issued if the financial crisis of 2008/09 had not occurred. The pre-

vious studies conducted in this area only cover the period of 2008, to distinguish if the 

European banks did any reclassifications and why. This study takes it further and also 

include banks financial statements of 2009 to observe if there were any new reclassifi-

cations of financial instruments done in this year and to observe the development of the 

reclassifications performed in 2008. This is possible due to that banks shall disclose in-

formation about their reclassified financial instruments until they are derecognized. 

Covering one more year, the study’s results are more accurate to predict tendencies and 

to be able to recognize if the choices are based on long-term or short-term decision 

making from the banks perspective. To fully understand the managements’ decision, 

positive theories based on Watts & Zimmerman (1978) are used. They state that the 

management attitudes can affect the process of lobbying accounting standards. Taxes, 

local regulation as well as CEO remuneration plans affect management incentives 

which might help to explain banks’ decision to reclassify. The agency theory is applied 

if tendencies appear in the analysis to see if the reclassifications were used for the 

banks’ own best interest and not the stakeholders’ (Mishkin, 2007).  
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The study uses an inductive approach, (Saunders & Lewis & Thornhill, 2007), because 

this study researches a new area no obvious theories exists. Instead the thesis focuses on 

specific amendments to international accounting standards and most concepts and defi-

nitions are obtained from the accounting standards as well as other researchers defini-

tions. Because the amendments are new accounting standards the inductive approach is 

visible in the results because new theories on reclassifications of financial instruments 

appear.  

4.1.2 Research procedure 

The sample of the study is identified by collecting information about the population in 

each of the Nordic countries from the Nordic stock exchanges, Nasdaq OMX Nordic 

(Sweden, Denmark, and Finland), and Oslo Børs (Norway). The criteria for the sample 

to be included in the study are: 

1. listed on Nasdaq OMX Nordic and/or Oslo Børs, 

2. apply IFRS, 

3. recognize financial instruments in their financial statements, 

4. annual reports in English, Swedish, Norwegian, or Danish. 

The first stage in collecting the descriptive data is to gather the sample from the stock 

exchanges, and thereafter conduct a pre-study to examine if the study is possible. The 

pre-study included one bank from each of the Nordic countries that fulfilled the criteria 

stated above. According to the amendments, the banks need to disclose certain informa-

tion regarding if they use the opportunity to reclassify. The pre-study is needed to see 

whether the banks disclose any information regarding the amendments, and if they rec-

lassified or not. If there is lack of information the validity of the study is at risk. The re-

sults of the pre-study are that all banks disclosed information regarding the reclassifica-

tion amendments in IAS 39 and IFRS 7 in their 2008 financial statements. The banks, 

which reclassified, also discloses all the information needed for the study. Therefore, 

due to the evidence found in the pre-study a more comprehensive study can be con-

ducted. The second stage in the descriptive gathering of information is to process the 

rest of the banks from the stock exchanges to see whether they fulfill our criteria. Only 

the group reports from the banks are collected, this imply that if the banks have opera-

tions in more than one country it is only accounted for in the country in which the head-
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quarters is situated. Therefore, Nordea which is a Swedish-Finnish bank is accounted 

for as a Swedish bank. 

  LANG-
UAGE IN 
ANNUAL 
REPORTS 

ANNUAL 
REPORT 
2007 

ANNUAL 
REPORT 
2008 

ANNUAL 
REPORT 

2009  

APPLY 
IFRS 

INCLUDED 
IN TOTAL 
SAMPLE 

RECLASS-
IFIED 2008 

RECLASS-
IFIED  2009 

SWEDISH BANKS                 

AVANZA ENG X X X YES YES NO NO 

HANDELSBANKEN  ENG X X X YES YES YES NO 

HQ BANK  ENG X X X YES YES NO NO 

NORDEA  ENG X X X YES YES NO NO 

NORDNET ENG X X X YES YES NO NO 

SEB  ENG X X X YES YES YES YES 

SWEDBANK  ENG X X X YES YES YES NO 

TOTAL SWEDISH 
BANKS 

          7 3 1 

                  

DANISH BANKS                  

AMAGERBANKEN  ENG X X X YES YES NO NO 

DANSKE BANK  ENG X X X YES YES YES NO 

JYSKE BANK  ENG X X X YES YES YES NO 

RINGKJøBING 
LANDBOBANK  

DEN X X X NO NO NO NO 

SPAR NORD BANK  ENG X X X YES YES NO NO 

SYDBANK  ENG X X X YES YES NO NO 

VESTJYSK BANK  ENG   X X YES YES YES NO 

TOTAL DANISH 
BANKS 

          6 3 0 

                  

NORWEGIAN BANKS                  

DNB NOR  ENG X X X YES YES YES NO 

STOREBRAND  ENG X X X YES YES YES YES 

VOSS VEKSEL- OG 
LANDMA  

NOR X X X NO NO NO NO 

TOTAL NORWEGIAN 
BANKS 

          2 2 1 

                  

FINNISH BANKS                  

AKTIA  ENG X X X YES YES NO NO 

POHJOLA PANKKI ENG X X X NO NO NO NO 

ÅLANDSBANKEN ENG X X   YES YES NO NO 

TOTAL FINNISH 
BANKS 

     2 0 0 

Table 4-1: Sample of Nordic banks, the availability of annual reports, if the sample banks applies IFRS 

and if they have reclassified in 2008 and/or 2009. 
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The Danish sample of banks consisted of 38 banks
3
 and compared to the sample in the 

other countries, this is to many to obtain an equivalent result in the study. The decision 

to exclude banks are also, due to that, many of them are smaller local banks, and would 

therefore jeopardize the validity of the study. The final sample of collected Danish 

banks consists of the Danish banks on Nasdaq OMX Nordic with a turnover higher than 

SEK 1 000 000 000
4
. The gathered results from the financial statements can be seen in 

table 4-1 and the final sample consists of 17 banks.    

After the final sample was completed the banks’ annual reports from 2007, 2008 and 

2009 were collected from the banks’ webpages. The availability of the financial state-

ments are 94% in 2007 and 2009 and 100% in 2008. For Vestjysk bank, which the an-

nual report is not able to be gathered from 2007 (table 4-1), the closing balance for total 

assets and total equity was found in the annual report for 2008. Because, one annual re-

port is missing in 2009 from Ålandsbanken, some equations are not able to be calcu-

lated. Therefore, the average and median results are, in 2009, based on 16 banks instead 

of 17. All information regarding the reclassification amendments to IAS 32 and IFRS 7 

are gathered from the annual reports from 2008 and 2009. The annual reports for 2007 

are only used to collect the closing balance on total assets and total equity. To ensure 

that all relevant information is collected, specific keywords are used to search through 

the annual reports. The keywords are; amendment, reclassification, reclassification 

amendment, IAS 39, IFRS 7, and financial instruments.  

The last stage is processing the collected descriptive data, all figures are then translated 

into one currency, Swedish crowns (SEK), to be able to comparable. The exchange rates 

are obtained from the Swedish central bank’s website, where it is possible to obtain a 

historical exchange rate from a certain date. Because, the collected amounts in the fi-

nancial statements are historical it is vital for the study to use the correct historical ex-

change rate, which matches the dates stated in the financial statements. If, for example, 

a bank reclassified at July 1, 2008, the exchange rate from this date is used. However, 

for most equations the date closest to December 31 is used. The currencies exchange 

rates on the Swedish central bank’s website are an average between the buy and sell 

                                                 
3
 See Appendix 1 

4
 See Appendix 1 
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rates (www.riksbanken.se). After translating the figures into Swedish crowns the fol-

lowing equations are used to calculate different data for both 2008 and 2009: 

 

 𝐑𝐞𝐭𝐮𝐫𝐧 𝐨𝐧 𝐚𝐬𝐬𝐞𝐭𝐬 (𝐑𝐎𝐀)  =
net  income

book  value  of  assets 
 

 

 𝐑𝐞𝐭𝐮𝐫𝐧 𝐨𝐧 𝐞𝐪𝐮𝐢𝐭𝐲 (𝐑𝐎𝐄)  =
net  income

book  value  of  equity
 

 

 

 𝐑𝐎𝐀 𝐢𝐟 𝐧𝐨𝐭 𝐫𝐞𝐜𝐥𝐚𝐬𝐬𝐢𝐟𝐢𝐞𝐝  =
net  income  +/− gains  or  losses  due  to  reclassification  

book  value  of  assets 
 

 

 𝐑𝐎𝐄 𝐢𝐟 𝐧𝐨𝐭 𝐫𝐞𝐜𝐥𝐚𝐬𝐬𝐢𝐟𝐢𝐞𝐝  =
net  income  +/− gains  or  losses  due  to  reclassification  

book  value  of  eq uity
 

 

 

 𝐂𝐡𝐚𝐧𝐠𝐞 𝐢𝐧 𝐑𝐎𝐀  = ROA− (ROA if not reclassified ) 

 

 𝐂𝐡𝐚𝐧𝐠𝐞 𝐢𝐧 𝐑𝐎𝐄  = ROE − (ROE if not reclassified ) 

 

 𝐀𝐦𝐨𝐮𝐧𝐭 𝐫𝐞𝐜𝐥𝐚𝐬𝐬𝐢𝐟𝐢𝐞𝐝 𝐢𝐧 𝐫𝐞𝐥𝐚𝐭𝐢𝐨𝐧 𝐭𝐨 𝐚𝐬𝐬𝐞𝐭𝐬  =
amount  reclassified  

book  value  of  assets 
 

 

 𝐀𝐦𝐨𝐮𝐧𝐭 𝐫𝐞𝐜𝐥𝐚𝐬𝐬𝐢𝐟𝐢𝐞𝐝 𝐢𝐧 𝐫𝐞𝐥𝐚𝐭𝐢𝐨𝐧 𝐭𝐨 𝐞𝐪𝐮𝐢𝐭𝐲  =
amount  reclassified  

book  value  of  equity
 

 

The reason for studying the ROE and ROA is that they are the most commonly used key 

ratios, both by stakeholders and shareholders, in the banking industry. Stakeholders e.g. 

use the ratios to compare them to other banks, and for shareholders the ratio shows the 

development of their investment. Because, banks have extensive amounts of assets the 

change in ROA may not show any major effects on the percentage numbers. Therefore, 

the focus in the study may be more on the ROE, due to that this is the dominating key 

ratio in the banking industry. Both key ratios (ROE and ROA) are compared to the key 

ratios if the banks would not had reclassified.This to study if the reclassifications of fi-

nancial instruments have affected the ratio. To calculate what the results would have 

been if the banks had not used the opportunity to reclassify is important. Because banks 

were allowed to reclassify retrospectively in one period only, incentives can be seen due 
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to the banks already know if they make profits on the reclassifications or not. Another 

key equation used is the amount the banks reclassified in respect to either assets or equi-

ty. This is important to see if the amount reclassified is substantial or not and if larger or 

smaller banks decided to reclassify higher amounts in respect to their equity and assets.  
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5 Descriptive findings in Nordic banks financial 

statements of 2008 and 2009        

5.1 Reclassification findings 2008 

As stated in the frame of reference of financial instruments, banks should disclose in-

formation regarding reclassifications of financial instruments (IASB, 2008 a-b). The on-

ly recognition criterion the banks need to fulfill to be allowed to reclassify financial in-

struments is a rare circumstance. IASB’s press release states that the third quarter of 

2008 can be considered as a rare circumstance (IASB, 2008c). Therefore, most banks 

refer to this in their disclosures. The banks also need to disclose information regarding 

why rare circumstances apply and all banks, except Vestjysk Bank, use the IASB’s 

press release to fulfill the criterion. Other disclosures required by the banks which rec-

lassify are the amount of the reclassification, the book value and fair-value of the cate-

gories, any gains or losses due to the reclassifications, and the previous book value in 

the previous financial statement. The amendments do not require any further justifica-

tions for reclassifying financial instruments.  

BANK COUNTRY RECLASSIFIED 
FINANCIAL 

INSTRUMENTS 2008 

BOOK VALUE OF ASSETS 
2008  

IN SEK 

LARGER BANKS       
NORDEA  SWE NO 27 455 781 721 000 

DANSKE BANK  DEN YES 5 202 533 832 000 

SEB  SWE YES 2 344 462 000 000 

DnB NOR  NOR YES 2 021 279 846 500 

HANDELSBANKEN  SWE YES 1 859 382 000 000 

SWEDBANK  SWE YES 1 607 984 000 000 

STOREBRAND  NOR YES 411 204 267 400 

JYSKE BANK  DEN YES 347 692 400 112 

SYDBANK  DEN NO 228 971 300 000 

 
SMALLER BANKS 

      

AKTIA  FIN NO 104 325 468 292 

SPAR NORD BANK  DEN NO 101 684 910 200 

AMAGERBANKEN  DEN NO 52 368 231 176 

VESTJYSK BANK  DEN YES 47 292 989 644 

ÅLANDSBANKEN FIN NO 30 288 393 351 

NORDNET SWE NO 14 652 201 000 

AVANZA SWE NO 11 867 000 000 

HQ BANK  SWE NO 9 238 000 000 

Table 5-1 : Classification of smaller and larger banks, and which banks reclassified financial instru-

ments 2008. 
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Table 5-1 shows that, in the sample of 17 banks, eight use the opportunity to reclassify 

financial instruments 2008. The sample banks are categorized into larger and smaller 

banks, (table 5-1), where the size has been determined on book value of assets 2008. 

The upper half is recognized as larger banks and the other half is considered smaller. 

The border between the larger and smaller banks is chosen to be at SEK 

200 000 000 000, because the banks with lower asstes have also substantial lower equity 

and and turnover than the upper half of the sample (table 5-1). In Sweden three out of 

seven banks, 42%, reclassified, and all three reclassifying banks are larger Swedish 

banks (table 5-1). Among the Danish banks three out of six, 50%, banks reclassified and 

two out of them are larger banks while the third one is the smallest sample bank in 

Denmark. All sample banks in Norway reclassified financial instruments and are consi-

dered as larger banks. In Finland, none of the sample banks reclassified and all of them 

are considered as smaller banks. In total, 78% (seven out of nine) of the larger banks 

reclassified and 12.5% of the smaller banks reclassified. Of the total sample of banks, 

47% (eight out of 17) reclassified financial instruments.  

   

RECLASSIFYING 
BANKS  2008 

Held-for-
trading  
into  
loans and re-
ceivables 

Held-for-
trading  
into  
available-for-
sale 

Available-for-
sale  
into  
loans and re-
ceivables 

Available-for-
sale 
 into  
held-for-
maturity 

Held-for-
maturity  
into  
available-
for-sale 

            

HANDELSBANKEN  X X X X   

SEB  X   X     

SWEDBANK        X   

DANSKE BANK    X       

JYSKE BANK        X   

VESTJYSK BANK          X 
DnB NOR        X   
STOREBRAND         X 

Table 5-2: Categories of financial instrument the Nordic banks reclassified out of. 

 

Table 5-2 shows that, there is a large variety of financial instruments the banks reclassi-

fied. Financial instruments that are classified out of the categories held-for-trading and 

available-for-sale into loan and receivables and out of available-for-sale into held-for-

maturity, are recognized out of fair-value into amortised-cost. Table 5-2 shows that, rec-

lassifications out of the fair-value category into amortised-cost is most common among 
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the banks. 50% (four out of eight) of the reclassifying banks have reclassified out of 

fair-value into amortised-cost (table 5-2). The most common category among the Nordic 

banks to reclassify are out of available-for-sale into held-for-maturity. Two banks of 

eight reclassified out of held-for-trading into available-for-sale. The last category which 

banks are allowed or required to reclassify out of are held-for-maturity and into avail-

able-for-sale, and there are two banks that reclassified from held-for-maturity to avail-

able-for-sale.    

Table 5-3: The amount Nordic banks  reclassified and the gains on the reclassifications 2008. 

 

In table 5-3, the profit due to reclassifications can be seen, and the table shows that all 

banks benefit from reclassifying their financial instruments. DnB NOR makes the high-

est profit on their reclassifications, and if they had not reclassified profit would have de-

creased by SEK 3 311 603 500. Vestjysk, which make the lowest profit, SEK 28 260 

468 on their reclassification, also reclassified the lowest amount. There is a wide range 

of the amounts that reclassifying banks have transferred into new categories. The largest 

amount reclassified is SEK 171 992 348 000, by Danske Bank, and the smallest amount 

SEK 47 865 608, by Vestjysk Bank. Gains or losses on reclassifications in relation to 

amount reclassified varies a lot among the banks. The banks which stand out are Vest-

jysk bank with a percentage of 59% and Jyske bank’s percentage of 8.1% compared to 

the other banks which is in the range of 1.2%-5.4%. The banks which have the highest 

profits in relation to the reclassified amount are the banks which have reclassified the 

smallest amounts. 

 

RECOGNITION IN 
PROFIT OR LOSS 
2008 

COUNTRY  AMOUNT 
RECLASSIFIED 

IN SEK  

GAINS ON 
RECLASSIFICATIONS 

IN SEK  

GAINS IN 
RELATION TO 
AMOUNT 
RECLASSIFIED 

DANSKE BANK  DEN 171 992 348 000 2 133 004 000 1.2% 

DnB NOR  NOR 109 356 850 000 3 311 603 500 3% 

SEB  SWE 107 000 000 000 1 623 000 000 1.5% 

STOREBRAND NOR 36 601 991 500 1 963 126 500 5.4% 

HANDELSBANKEN  SWE 29 422 000 000 451 000 000 1.5% 

SWEDBANK  SWE 8 138 000 000 150 000 000 1.8% 

JYSKE BANK  DEN 6 606 000 000 540 224 000 8.1% 

VESTJYSK BANK  DEN 47 865 608 28 260 468 59% 
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The average amount reclassified in relation to equity
5
 is 83%. However the median of 

the amount reclassified in relation to equity
6
 is 88%. Half of the banks reclassified 

amounts higher than their entire equity and the other half of the banks reclassified 

amounts in relations to equity in the range 2%-54%. The amount reclassified in rela-

tions to assets, on the other hand, shows smaller numbers. The average and the median 

have similar percentages, with an average of 4% and a median of 2%. Here, the range is 

from 0.2% up to 10% of reclassified values in relation to assets.  

 

RECLASSIFYING 
BANKS 2008 

ROE 
2008 

ROE IF NOT 
RECLASSIFIED 

CHANGE IN ROE 
DUE TO  
RECLASSIFICATION 

NON-
RECLASSIFYING 
BANKS 

ROE 
2008 

HANDELSBANKEN  16.29% 15.68% 0.61% AVANZA 32.29% 

SEB  13.1% 10.98% 2.12% HQ BANK  20.81% 

SWEDBANK  16.01% 15.79% 0.22% NORDEA  18.06% 

DANSKE BANK  1.22% -0,49% 1.71% NORDNET 17% 

JYSKE BANK  1.18% -3.2% 4.4% AMAGERBANKEN -
25.97% 

VESTJYSK BANK 17.5% 16.2% 1.3% SPAR NORD 
BANK  

2.67% 

DnB NOR  10.9% 8.13% 2.78% SYDBANK  10.5% 

STOREBRAND  -10.73% -19.38% 8.59% AKTIA  1.98% 

 AVERAGE 
RECLASSIFYING 
BANKS 
 
 
AVERAGE TOTAL 
SAMPLE BANKS 

 8.19% 
 
 
 

 
9.14% 

 5.46% 
 
 

 ÅLANDSBANKEN 

AVERAGE NON-
RECLASSIFYING 
BANKS 

12.58% 

9.99% 

Table 5-4: The Nordic banks’ return on equity 2008. 

The key ratio ROE, is the banks net profit in relation to their equity, and is the interest 

for the shareholders’ invested money. Three reclassifying banks out of eight had an 

negative ROE before reclassification, but because all reclassifying banks gained from 

their reclassifications, there were only one bank that had a negative ROE after reclassi-

fications. Although, Storebrand had a negative ROE of 10.73% after reclassifications, 

                                                 
5
 See appendix 3 

6
 See appendix 3 
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their ROE before reclassifications were -19.38%, which is a significant change. The 

changes in ROE due to reclassifications as table 5-4 shows, which shows that the range 

in change ROE from 0.22%-8.59%. These changes are more moderate than the change 

in Storebrand, but still have a visible effect on the ROE. Among all the sample banks, 

Avanza has the highest ROE, 32%. Table 5-4 also shows the ROE of the non-

reclassifying banks and only one bank of them had a negative ROE. The non-

reclassifying bank having a negative ROE is Amagerbanken with -26%. The other non-

reclassifying banks are within a span between 2%-21% ROE. The six most profitable 

banks in the total sample are all non-reclassifying banks 

 

RECLASSIFYING 
BANKS 2008 

ROA 
2008 

ROA IF NOT 
RECLASSIFIED 

CHANGE IN ROA 
DUE TO  
RECLASSIFICATION 

NON-
RECLASSIFYING 
BANKS 

ROA 
2008 

HANDELSBANKEN  0.65% 0.63% 0.02% AVANZA 1.56% 

SEB  0.43% 0.36% 0.07% HQ BANK  2.66% 

SWEDBANK  0.68% 0.67% 0.01% NORDEA  0.12% 

DANSKE BANK  0.04% -0.01% 0.05% NORDNET 0.94% 

JYSKE BANK  0.05% -0.15% 0.20% AMAGERBANKEN -1.93% 

VESTJYSK BANK 1.62% 1.50% 0.12% SPAR NORD BANK  0.17% 

DNB NOR  0.56% 0.42% 0.14% SYDBANK  0.53% 

STOREBRAND  -0.54% -0.97% 0.43% AKTIA  0.08% 

AVERAGE 
RECLASSIFYING 
BANKS 
 
  

0.44% 
 
 

0.31%   ÅLANDSBANKEN 0.65% 

AVERAGE TOTAL 
SAMPLE BANKS 

0.49%   AVERAGE NON-
RECLASSIFYING 
BANKS 

0.46% 

Table 5-5:  The Nordic banks’  return on assets 2008. 

Because banks have large amount of assets, calculating ROA exhibits small percentag-

es. Therefore, small changes in the net income of the banks have no major effect on 

their ROA. Among the banks which reclassified, the increase in ROA is between 

0.02%-0.43% due to reclassifications, which can be seen in table 5-5. All reclassifying 

banks’ ROA would be lower if they had not reclassified. The average of all sample 

banks is 0.49%, compared to the average ROE of all sample banks which is 9.14%. 
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The banks should disclose information regarding their reclassifications of financial in-

struments. All banks, except Vestjysk Bank, disclose the information required by the 

amendments to IFRS 7. Vestjysk bank’s disclosures are limited, and lacks information 

regarding effective rate of interest, as well as arguments for using the amendments. All 

banks only disclose the information required by them, but no further information 

beyond the requirements is disclosed.    

5.2 Reclassification findings 2009 

When the banks’ 2009 annual reports were published the first phase of IFRS 9 had been 

issued. The majority of the sampled banks state in their annual report that the new stan-

dard will not affect their business in the near future. There are no signs if the annual re-

ports are published before or after EU’s response to the new standard on financial in-

struments.  

Two of the 17 (12%) banks reclassified financial assets in the beginning of 2009. Ac-

cording to the banks’ annual reports, their argument to reclassify is that the financial 

environment had not changed and that the same economic conditions, which were 

present in the third quarter of 2008, still apply in the beginning of 2009. The banks use 

IASB’s press release from 2008 to argue that the rare circumstances apply, to be able to 

fulfill the criterion. The same disclosures, in IFRS 7, still apply for reclassifications. 

The two banks which reclassified in 2009 are the Swedish bank, SEB, and the Norwe-

gian bank, Storebrand, both these banks are defined as larger banks in table 5-1.  

SEB reclassified financial instruments out of the AFS and HFT categories into LAR, 

from fair-value into amortised cost. The largest amount reclassified was transferred 

from the ASF category. Storebrand reclassified financial instruments out of the HFM 

category into the AFS category, from a historic amortised cost into fair-value. The 

amount reclassified for the two banks, in 2009, are SEK 52 000 000 000 (SEB) and, 

SEK 10 036 332 500 (Storebrand). The reclassified amounts in 2009 were compared to 

the reclassified amount 2008, for SEB this is 49% and for Storebrand this is 31%.  

In the disclosures requirements of IFRS 7, the banks need to disclose information re-

garding their financial instruments until they are sold off or until maturity. This requires 

the banks to disclose information about their previously reclassified financial instru-

ments in their forthcoming financial statements, which all of the samples’ reclassifying 
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banks did in 2009. Table 5-6 shows the ROE for the banks 2009 and the increase or de-

crease of the ROE due to reclassifications. During 2009, six of the eight reclassifying 

banks made losses on their reclassifications done in 2008, which can be seen in table 5-

6. The two banks that made gains, due to their reclassifications done in 2008, are Store-

brand and Swedbank. For example if DnB NOR had not reclassified profits would have 

increased by SEK 2 828 000 000 and for SEB, which did new reclassifications in 2009, 

profits would have increased by SEK 1 412 000 000 if no reclassifications had been 

made.  

During 2009, the average amount reclassified with respect to equity has increased from 

83% into 87%, in comparison to 2008. The median on the other hand has decreased 

from 88% during 2008 to 67% in 2009. When it comes to the average amount reclassi-

fied with respect to assets, there is a slight decrease from 4% in 2008 to 3.5% in 2009 

and the median has decreased from 2.5% in 2008 to 2.1% in 2009. 

 

RECLASSIFYING 
BANKS  

ROE 
2009 

ROE IF NOT 
RECLASSIFIED 

CHANGE IN ROE 
DUE TO  
RECLASSIFICATION 

NON-
RECLASSIFYING 
BANKS 

ROE 
2009 

HANDELSBANKEN  13.67% 14.00% -0.33% AVANZA 36.31% 

SEB  1.41% 3.10% -1.69% HQ BANK  11.58% 

SWEDBANK  -12.08% -12.46% 0.38% NORDEA  12.33% 

DANSKE BANK  1.65% 1.93% -0.28% NORDNET 23.87% 

JYSKE BANK  4.16% 8.52% -4.36% AMAGERBANKEN -26.07% 

VESTJYSK BANK -28.08% -20.44% -7.64% SPAR NORD BANK  27.67% 

DnB NOR  9.74% 13.90% -4.16% SYDBANK  10.44% 

STOREBRAND  6.51% 3.14% 3.37% AKTIA  10.16% 

 AVERAGE 
RECLASSIFYING 
BANKS 
 
AVERAGE TOTAL 
SAMPLE BANKS 

-0.43% 
 
 
 

6.46%  

1.46%    ÅLANDSBANKEN 
 
AVERAGE NON-
RECLASSIFYING 
BANKS 

N/A 
 

15.18% 

Table 5-6: The Nordic banks’ return on equity 2009. 

Six out of eight (75%) reclassifying banks have a positive ROE in 2009, but if they 

would not have made the reclassification 2008 the ROE would have been higher for ma-

jority of them. As shown in table 5-6, only two banks have an increase in the ROE due 

to reclassifications done in 2008, and these are the two banks which made profits on 

their reclassifications 2009. Avanza has also this year the highest ROE, 36.31%, of all 
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the sample banks. Table 5-6 also shows that only one non-reclassifying bank has a 

negative ROE, Amagerbanken’s is -26.07%. The most profitable banks in 2009 are, as 

in 2008, the non-reclassifying (table 5-6). The average ROE for the non-reclassifying 

banks is 15.18%, compared to the reclassifying banks’ average of -0.43%.  

 

RECLASSIFYING 
BANKS 

ROA 
2009 

ROA IF NOT 
RECLASSIFIED 

CHANGE IN ROA 
DUE TO  
RECLASSIFICATION 

NON- 
RECLASSIFYING 
BANKS 

ROA 
2009 

HANDELSBANKEN  0.55% 0.56% -0.01% AVANZA 1.92% 

SEB  0.05% 0.11% -0.06% HQ BANK  1.45% 

SWEDBANK  -0.65% -0.67% 0.02% NORDEA  0.09% 

DANSKE BANK  0.05% 0.05% 0.00% NORDNET 1.39% 

JYSKE BANK  0.19% 0.39% -0.20% AMAGERBANKEN -1.25% 

VESTJYSK BANK -0.19% -0.14% -0.05% SPAR NORD BANK  1.61% 

DNB NOR  0.43% 0.62% -0.19% SYDBANK  0.47% 

STOREBRAND  0.28% 0.14% 0.14% AKTIA  0.34% 

 AVERAGE 
RECLASSIFYING 
BANKS 
 
AVERAGE OF 
TOTAL SAMPLE 
BANKS 

 0.09% 
 
 
 

0.42% 

0.13%  ÅLANDSBANKEN 
 
 
AVERAGE NON-
RECLASSIFYING 
BANKS 

N/A 
 
 

0.75% 

Table 5-7: The Nordic banks’ return on assets 2009. 

 

As can be seen in table 5-7, five out of seven (71%) of the reclassifying banks, would 

have had a higher ROA than if they would not had reclassified financial instruments in 

2008. As shown in table 5-7, the average ROA of all reclassifying banks is 0.42%. 

When comparing the banks that reclassified and the non-reclassifying banks the differ-

ence in average ROA is 0.33%. All banks except Vestjysk Bank disclose the required 

information in their 2009 financial statements, which is stated in the amendments to 

IFRS 7. Even this year Vestjysk bank has failed to fulfill the disclosure requirements.    
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6 Analysis  

IASB’ accounting standards are principle-based, which gives room for interpretation. 

However, the reclassification amendments clearly state that certain criteria should be 

fulfilled before reclassifications are allowed. The first criterion, rare circumstances, is 

the most restricted because extraordinary cases have to apply for it to be fulfilled. All 

sample banks which reclassified financial instruments, in 2008, used IASB’s press re-

lease (IASB, 2008c) to argue for the rare circumstances to apply. Because IASB needed 

to state in a press release that rare circumstances applies in the third quarter of 2008, 

this indicates that the criterion is extremely restrictive and maybe should not be decided 

by the banks themselves. But because, the amendments do not clearly state that it is 

IASB who should determine when the criterion applies, a problem arises because the 

standards are principle based. SEB, which did reclassifications in 2009, used the press 

release (IASB, 2008c) to justify their reclassifications this year as well. Even though the 

press release only applies for the third quarter of 2008, Epstein & Jermakowicz (2010) 

state, in their interpretation of IFRS 2010, that the economic conditions had not reversed 

to normal conditions in the beginning of 2009, and therefore the rare circumstances 

should still apply. 

 

According to the reclassification amendments, banks that reclassify financial instru-

ments are obligated to disclose certain information (IASB, 2008 a-b) such as, the 

amount of the reclassification, the book value and fair-value of the categories, any gains 

and/or losses due to the reclassifications, and the book value in the previous financial 

statement. All banks, except Vestjysk bank, disclose the information required by the 

amendments. Vestjysk bank is regarded as a small bank, therefore the quality of its fi-

nancial statements may have affected the lack of disclosures. Comparing to the other 

banks which have reclassified financial instruments, and are regarded as large banks, 

have disclosed the required information. The amendments do not require any further 

justifications for reclassifying financial instruments. However, because the financial 

statement sometimes is the only information source provided by the banks to the stake-

holders, further justifications may be needed to understand the underlying reasons for 

the reclassification decision and future development of the reclassified financial instru-

ments.   
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6.1 Reclassifications 2008 

In the descriptive findings, it is shown that eight out of 17 of the sampled Nordic banks 

reclassified financial instruments 2008. This is not consistent with previous papers 

(Fiechter & Unger, 2009) stating that approximately one third (76/219) of the European 

banks reclassified financial instruments. This indicates that a geographical area with 

similar social and institutional cultures may be more willing to adopt new accounting 

opportunities and that they are more inclined to use accounting standards to enhance net 

profit. Regarding the distribution of reclassifying banks among the Nordic countries, no 

clear tendencies can be seen. However, when it comes to the distribution of smaller and 

larger banks that reclassified in 2008, a clear tendency is that it is the larger banks in the 

sample that reclassified. This is consistent with previous papers by Fiechter and Unger 

(2009) and Kholmy and Ernstberger (2010), who found evidence that reclassifications 

of financial instruments are most common among larger European banks. The reason 

for larger banks to be more prone to reclassify may be that reclassifications enhance net 

profits. The larger banks’ shareholders might set higher demands on the management to 

deliver high and/or competitive results, and therefore, the management may use the rec-

lassification amendments to enhance the net profit to satisfy their shareholders.  

The option to reclassify out of fair-value and into amortised cost was the most common 

choice by the banks. The reason for this may be that financial instruments recognized at 

fair-value could not be valued reliably because financial markets had become virtually 

non-existent. Because the banks were allowed to reclassify financial instruments retros-

pectively according to the amendments this might have affected the management deci-

sion to reclassify. Given that they would already know the results of the reclassifica-

tions effects in the net income. Two banks chose to reclassify out of amortised cost into 

fair-value (held-for-maturity into available-for-sale). The reason might have been that 

the amortised cost was lower than the fair-value and they used the possibility to recog-

nize the financial instruments to a higher value and also increase net income. The rec-

lassifications from amortised cost could also have been mandatory for the banks, be-

cause the amendments state that if the banks’ intentions or the ability to hold the finan-

cial instrument until maturity changes, they are required to reclassify the financial in-

strument out of the held-for-maturity category and into available-for-sale. The banks are 

also required to reclassify if they have sold more than an insignificant amount of their 
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HFM categorized instruments. Due to the financial crisis of 2008/09, banks might have 

been forced to sell off financial assets to maintain their required capital ratio, which 

could be a reason for why these two banks reclassified their financial instruments. 

Another reason could be that when reclassifying into amortised cost, the value of the in-

struments will be more constant due to amortizing than when it is determined by the 

market or the management at fair-value. This will lead to a more consistent income, 

which indicates that management decisions are based on income smoothing. Financial 

instruments determined at fair-value may also in the light of the financial crisis 2008/09, 

be viewed as risky and therefore management intensions may be to not be associated 

with fair-value.   

None of the banks which reclassified in 2008 made losses on their reclassifications and 

this led to higher net incomes, which can been seen in the positive effect the reclassifi-

cations had on ROE. Because ROE is an important key ratio in the banking industry, an 

increase in ROE is another major motive for the management to reclassify. The man-

agement has demands from the shareholders, who always want to maximize their utility 

(Watts & Zimmerman, 1978). This can lead to a principal-agency problem, where the 

management chose the alternative that only satisfies their short-term demands. Howev-

er, this short-term decision may not reflect the best alternative for the banks’ business 

operations in the long-run. Because the reclassifications have affected ROE positively 

by several percentages this can be a major motive for management to reclassify.  

Overall, the non-reclassifying banks have the highest ROE during 2008 and the average 

ROE is higher in the non-reclassifying banks. Because the ROE is compared among the 

banks by analysts and other financial statement users, this could be a reason why the 

banks with lower ROE reclassify their financial assets, because they obtain a ROE clos-

er to most profitable banks. These finding are also consistent with previous papers, that 

found evidence that less profitable banks more frequently use the reclassifications 

amendments (Fiechter & Unger, 2009 and Kholmy & Ernstberger, 2010).   

There is a large span among the banks regarding the size of the amount reclassified. 

Even though the average reclassified amount in relation to equity is, 83.4%, there is a 

large percentage span from 2.2% up to 160%.  It is the larger of the sampled banks, 

which have reclassified amounts higher than their equity and which have reclassified, 

the highest amounts. When comparing these numbers with the amount reclassified, in 
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relation to assets, the percentage is not that extreme, and has an average of 3.72% 2008. 

Even though the reclassified amount, in relation to assets, generates a small percentage, 

the gains and losses still have a significant effect ROE. 

As shown in the descriptive findings the calculations of ROA exhibits small percentag-

es. A low ROA is expected among banks, due to the large amount of assets a banks 

holds. This is a measurement which is not actively used in the banking industry and 

should, therefore, not be a major motive to reclassify financial assets. 

6.2 Reclassifications 2009 

Two of the 17 (12%) sample banks reclassified additional financial instruments in Janu-

ary 2009, the Swedish bank SEB and the Norwegian bank Storebrand. Storebrand 

gained from the reclassifications out of amortised cost and SEB made losses on their fi-

nancial instruments reclassified out of fair-value. Reclassifications made in 2009 could 

not be decided upon whether they would gain from it or not, as in 2008 when banks 

were able to do it retrospectively, and therefore be aware of the decisions outcomes for 

the financial year.   

In 2009, six out of eight (75%) banks made losses on their 2008 reclassifications 

compared to if they would not have reclassified. Still, most of the banks had a positive 

ROE but if they would not have reclassified the ROE would have been higher. The 

reason for this may be that the fair-value of the financial assets recovered substantially, 

during 2009, compared to the fair-values in late 2008. The recovering time in the 

financial market happened quickly during 2009 and perhaps this was not expected by 

the banks. They might have based their decisions regarding their reclassifications 2008 

on that the recoverable time would be longer for the fair-values, or even that the banks 

expected that the fair-values would further decrease and be more riskier than amortised 

cost. This might also have been expected by SEB and the reason for why they 

reclassified in the beginning of 2009. As argued above, management decision may be 

short-term and not reflect the best alternative for the bank in the long-run. It may also be 

the case that management decisions in 2008 were done to benefit their own best interest, 

such as their reputation and remunerations (Watts & Zimmerman, 1978). They might 

also want to present a satisfactory result to verify for their stakeholders that the bank is 

run by competent management even in financial turmoil.  
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The standards for financial instruments have been widely and heavily criticized because 

the beginning mostly due the complexity of the standards. As a consequence of the 

financial crisis 2008/09, the fair-value method, which is the most frequently used when 

valuing financial instruments, has experienced huge criticism. Along with the criticism 

of the valuations displaying the actual value wrongly, fair-value also has been 

considered to be the reason for the financial crisis 2008/09. Resent research (Shaffer, 

2010 and Laux & Leuz, 2010)  to confirm or reject this allegation has not shown any 

direct connection between the financial crisis 2008/09 and fair-value accounting. 

Instead the researches argue that fair-value is a good measurement which reflects the 

ongoing fluctuations and works as the “story teller” about the economic situation. Fair-

value in this case gives the stakeholders early indications and warnings about how 

banks are managed. If a historical value would have been used, no information about the 

development of the financial instruments the banks hold would be disclosed to the 

stakeholders. Because ABS, MBS and CDOs are depending on the development of the 

underlying assets, there will probably always be fluctuations in the assets. Because of 

this, fair-value may be the best alternative for getting qualitative financial statements 

that actually reflect the true view of the banks’ ongoing engagement and the corporate 

governance. Considering the pros and cons of using fair-value as the valuation method 

for financial instruments, the positive effects probably overweight the negative.  

IASB recently released a new standard for financial instruments, which was rejected by 

the EU. It seems as the accounting issues for financial instruments are to be halted for 

the near future. IASB only provides limited information regarding the development of 

the new version of IFRS 9. Due to the critique on fair-value, the IASB has encountered 

massive obstacles and the future for valuing financial instruments may still be unclear. 

Another issue in the development of new standards is that IASB seems to be affected by 

pressures from various parties, as can be seen in the release of the amendments to IAS 

32 and IAS 39, which were approved without the general process within IASB. The 

amendments were issued as a consequence of politicians’ and other stakeholders’ heavy 

pressure on the standard setters (IASB, 2008a). IASB should be an organization that 

independently develops international accounting standards, but after giving in for the 

pressure as with the amendments, their independency can be questioned. Maybe as a 

consequence of the financial crisis 2008/09 amortised cost is still going to be an 

approved valuation method for financial instrument in IFRS 9. 
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7 Conclusion 

In 2008, eight out of the 17 sampled Nordic banks reclassified financial instruments due 

to IASB’s amendments to IAS 39 and IFRS 7. The findings also discovered two banks 

reclassifying financial instruments in 2009, even though IASB’s press release clearly 

states that the rare circumstances applied for the third quarter in 2008. Tendencies found 

among the sample Nordic banks, are that larger and less profitable banks used the pos-

sibility to reclassify financial instruments to a greater extent, which is consistent with 

previous papers. Other tendencies found among the Nordic banks decisions to reclassi-

fy, are that most banks choose to reclassified out of the fair-value into an amortised 

cost. In general, the reclassifications of financial instruments have affected the Nordic 

banks’ financial statements positively, in 2008. The ROE increased significantly com-

pared to if the banks would not have reclassified financial instruments. Because this is a 

key ratio in the banking industry, it is a major incentive for the banks to reclassify fi-

nancial instruments. Although the ROA also presented an increased percentage, the 

changes were insignificant and is not a major incentive for banks to reclassify. The ob-

servation of the Nordic banks’ 2009 financial statements shows that the ROE and ROA 

would have been higher if no reclassification had been conducted in 2008. The negative 

effects found in 2009 present strong evidence that banks’ incentives for reclassifying is 

to increase net profits in the short-term, and do not consider the long-term effects. Even 

though fair-value has been heavily criticized, it is unlikely that IASB will depart from 

fair-value as the main method for valuing financial instruments, in the new standard 

IFRS 9. The reclassification amendments positively affected net income and the Nordic 

banks financial statements of 2008. The reclassification amendments effects on the 

Nordic banks’ 2009 financial statements were mostly negative, due to that the most 

Nordic banks’ net income became lower than what it would had been if the banks would 

not have reclassified their financial instruments in 2008.  
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Appendix 1 – The Danish bank sample 

NAME OF  
DANISH BANK 

TURNOVER MORE 
THAN    
SEK  1 000 000 000 
IN 2008 

NAME OF  
DANISH BANK 

TURNOVER MORE 
THAN    
SEK  1 000 000 000 
IN 2008 

Aarhus lokalbank  Nordjyske Bank  

Amagerbanken YES  Nørresundby Bank  

BankNordik  Ringkøbing Bank YES 
Danske Bank YES  Salling Bank  

DiBa Bank  Skjern Bank  

Djurslandsbank  Spar Nord Bank YES 

Eik Banki  Sparbank  

Grønlandsbanken  Spaerkassen Faaborg  

Hvidberg Bank  Sparekassen Himmerland  

Jyske Bank YES  Sparekassen Hvetbo  

Kreditbanken  Sparekassen Lolland  

Landbobank YES  Svenborg Sparekassen  

Lollandsbank  Sydbank YES 

Lån og Sparbank  Tønder Bank  

Max Bank  Vestfyns Bank  

Morø Bank  Vestjysk Bank YES 

Møns Bank  Vinderup Bank  

Nordea Bank Already collected  Vordingsborg Bank  

Nordfyns  Østjysk Bank  
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Appendix 2 – Reclassified amounts 2008 and 2009 

RECOGNITION IN 
PROFIT OR LOSS 
2008 

CURR-
ENCY 

GAINS/LOSSES ON 
RECLASSIFICATIONS  

VALUES IN SEK 
AT DATE OF 

RECLASS-
IFICTION 

AMOUNT  
RECLASSIFIED  

RECLASSIFIED 
VALUES AT 31 DEC 
2008 

VALUES IN SEK EFFECTIVE 
RATE OF 
INTEREST  

                

HANDELSBANKEN  SEK 451 000 000 451 000 000 25 550 000 000 29 422 000 000 29 422 000 000 3.78% 

SEB  SEK  1 623 000 000 1 623 000 000 95 000 000 000 107 000 000 000 107 000 000 
000 

3.60% 

SWEDBANK  SEK  150 000 000 150 000 000 7 376 000 000 8 138 000 000 8 138 000 000 5.62% 

DANSKE BANK  DKR 1 453 000 000 2 133 004 000 116 722 000 000 117 161 000 000 171 992 348 
000 

5.85% 

JYSKE BANK  DKR 368 000 000 540 224 000 4 500 000 000 4 500 000 000 6 606 000 000 6.00% 

VESTJYSK BANK  DKR 19 251 000 28 260 468 32 606 000 32 606 000 47 865 608 N/A 

DNB NOR  NOK  3 001 000 000 3 311 603 500 88 000 000 000 99 100 000 000 109 356 850 
000 

N/A 

STOREBRAND NOK  1 779 000 000 1 963 126 500 31 331 000 000 33 169 000 000 36 601 991 500 N/A  

        
RECOGNITION IN 
PROFIT OR LOSS 
2009 

CURR-
ENCY 

GAINS/LOSSES ON 
RECLASSIFICATIONS 

VALUES IN SEK NEW 
RECLASSIFICATIONS 

AMOUNT 
RECLASSIFIED 

PROFIT/LOSS 
ON NEW 
AMOUNT 

EFFECTIVE 
RATE OF 
INTEREST  

HANDELSBANKEN  SEK -250 000 000 -250 000 000 NO     N/A 

SEB SEK -1 412 000 000 -1 412 000 000 YES 52 000 000 000 59 000 000 4.00% 

SWEDBANK SEK 332 000 000 332 000 000 NO     5,62% 

DANSKE BANK DKR -291 000 000 -404 926 500 NO     N/A 

JYSKE BANK DKR -493 000 000 -686 009 500 NO     6.00% 

VESTJYSK BANK DKR -17 720 000 -24 657 380 NO     N/A 

DnB NOR NOK -2 275 000 000 -2 827 825 000 NO     N/A 

STOREBRAND NOK 484 000 000 601 612 000 YES 9 095 000 000 484 000 000 4,09% 
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Appendix 3 – Amount reclassified in relation to assets and equity 

2008   EQUITY 
AMOUNT 
RECLASSIFIED 

 AMOUNT 
RECLASSIFIED / 
 EQUITY 

 
2009   EQUITY 

AMOUNT 
RECLASSIFIED 

AMOUNT 
RECLASSIFIED/ 
EQUITY 

VESTJYSK BANK  SEK  2 166 547 824 47 865 608 0,022093031 
 

VESTJYSK BANK  SEK  322 924 428 13 354 226 0,04135403 

SWEDBANK  SEK  68 323 000 000 8 138 000 000 0,119110695 
 

SWEDBANK  SEK  86 462 000 000 7 203 000 000 0,08330827 

HANDELSBANKEN  SEK 74 491 000 000 29 422 000 000 0,394973889 
 

HANDELSBANKEN  SEK 74 963 000 000 23 229 000 000 0,30987287 

JYSKE BANK  SEK  12 265 352 298 6 606 000 000 0,538590318 
 

JYSKE BANK  SEK  15 740 427 416 6 267 316 000 0,39816682 

DNB NOR  SEK  90 221 500 000 109 356 850 000 1,212093016 
 

DNB NOR  SEK  89 646 962 500 85 269 800 000 0,95117333 

DANSKE BANK  SEK  124 184 208 000 171 992 348 000 1,384977613 
 

DANSKE BANK  SEK  144 226 596 000 128 570 425 500 0,89144741 

SEB  SEK  76 719 000 000 107 000 000 000 1,394700139 
 

SEB  SEK  83 729 000 000 125 339 000 000 1,49696043 

STOREBRAND SEK  22 848 212 500 36 601 991 500 1,60196302 
 

STOREBRAND SEK  17 830 463 350 49 727 458 000 2,78890442 

   
AVERAGE 0,833562715 

    
AVERAGE 0,87014845 

   
MEDIAN 0,8753 

    
MEDIAN 0,6746 

           

2008   ASSETS 
AMOUNT 
RECLASSIFIED 

 AMOUNT 
RECLASSIFIED/ 
 ASSETS 

 
2009   ASSETS 

AMOUNT 
RECLASSIFIED 

 AMOUNT 
RECLASSIFIED/ 
 ASSETS 

VESTJYSK BANK  SEK  23 400 722 720 47 865 608 0,002045476 
 

VESTJYSK BANK  SEK  47 292 989 644 13 354 226 0,00028237 

SWEDBANK  SEK  1 607 984 000 000 8 138 000 000 0,005060996 
 

SWEDBANK  SEK  1 607 984 000 000 7 203 000 000 0,00447952 

HANDELSBANKEN  SEK 1 859 382 000 000 29 422 000 000 0,015823537 
 

HANDELSBANKEN  SEK 1 859 382 000 000 23 229 000 000 0,01249286 

JYSKE BANK  SEK  270 848 291 968 6 606 000 000 0,024390038 
 

JYSKE BANK  SEK  347 692 400 112 6 267 316 000 0,01802546 

SEB  SEK  4 233 805 920 000 107 000 000 000 0,025272769 
 

DANSKE BANK  SEK  5 202 533 832 000 128 570 425 500 0,02471304 

DNB NOR  SEK  2 344 462 000 000 109 356 850 000 0,046644753 
 

DNB NOR  SEK  2 021 279 846 500 85 269 800 000 0,04218604 

STOREBRAND SEK  453 431 081 250 36 601 991 500 0,080722282 
 

SEB  SEK  2 344 462 000 000 125 339 000 000 0,05346173 

DANSKE BANK  SEK  1 750 278 812 500 171 992 348 000 0,098265686 
 

STOREBRAND SEK  411 204 267 400 49 727 458 000 0,12093128 

   
AVERAGE 0,037278192 

    
AVERAGE 0,03457154 

   
MEDIAN 0,02483 

    
MEDIAN 0,021369 
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Appendix 4 – Return on equity 2008 

                

RETURN ON 
EQUITY 2008 

CURR-
ENCY 

RECLASS-
IFIED 
2008 

BOOK VALUE OF 
EQUITY 2007 

NET INCOME 
2008 

GAIN/LOSS ON 
RECLASS-
IFICATION 

2008 

NET INCOME - 
GAIN OR LOSS 
ON RECLASS-

IFICATION 2008 

ROE 2008 ROE IF NO 
RECLASS- 

IFICATIONS 
HAD BEEN 

PERFORMED 
2008 

CHANGE IN 
ROE 2008 DUE 
TO RECLASS-
IFICATIONS 

SWEDISH 
BANKS 

                  

AVANZA SEK NO 573 000 000 185 000 000     0,322862129     

HANDELSBANKEN  SEK YES 74 491 000 000 12 131 000 000 451 000 000 11 680 000 000 0,162851888 0,156797465 0,006054423 

HQ BANK  SEK NO 1 182 000 000 246 000 000     0,208121827     

NORDEA  SEK NO 161 758 740 000 29 219 656 000     0,180637263     

NORDNET SEK NO 812 238 000 138 061 000     0,169976042     

SEB  SEK YES 76 719 000 000 10 050 000 000 1 623 000 000 8 427 000 000 0,130997536 0,109842412 0,021155125 

SWEDBANK  SEK YES 68 323 000 000 10 939 000 000 150 000 000 10 789 000 000 0,160107138 0,157911684 0,002195454 

          

DANISH 
BANKS  

         

AMAGERBANKEN  SEK NO 2 930 763 448 -761 172 680     -0,259718225     

DANSKE BANK  SEK YES 124 184 208 000 1 520 848 000 2 133 004 000 -612 156 000 0,01224671 -0,004929419 0,017176129 

JYSKE BANK  SEK YES 12 265 352 298 145 095 920 540 224 000 -395 128 080 0,011829739 -0,03221498 0,044044719 

SPAR NORD 
BANK  

SEK NO 5 230 903 472 139 894 528     0,026743856     

SYDBANK  SEK NO 8 465 008 000 889 608 000     0,105092399     

VESTJYSK BANK  SEK YES 2 166 547 824 379 332 668 28 260 468 351 072 200 0,17508622 0,162042211 0,013044008 
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RETURN ON 
EQUITY 2008 

CURR-
ENCY 

RECLASS-
IFIED 
2008 

BOOK VALUE OF 
EQUITY 2007 

NET INCOME 
2008 

GAIN/LOSS ON 
RECLASS-
IFICATION 

2008 

NET INCOME - 
GAIN OR LOSS 
ON RECLASS-

IFICATION 2008 

RETURN ON 
EQUITY 2008 

ROE IF NO 
RECLASS- 

IFICATIONS 
HAD BEEN 

PERFORMED 
2008 

CHANGE IN 
ROE 2008 DUE 
TO RECLASS-
IFICATIONS 

NORWEGIAN 
BANKS 
 
DNB NOR  

 
 
 
SEK 

 
 
 
YES 

 
 
 

90 221 500 000 

 
 
 

9 841 013 000 

 
 
 

2 510 462 500 

 
 
 

7 330 550 500 

 
 
 

0,10907614 

 
 
 

0,081250594 

 
 
 

0,027825546 

STOREBRAND  SEK YES 22 848 212 500 -2 450 873 500 1 963 126 500 -4 414 000 000 -0,107267625 -0,193187979 0,085920354 

          

FINNISH 
BANKS  

         

AKTIA  SEK NO 3 195 668 339 63 371 223     0,01983035     

ÅLANDSBANKEN SEK NO 1 272 256 999 160 008 236     0,125767228     
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Appendix 5 – Return on assets 2008 

                

RETURN ON 
ASSETS 2008 

CURR- 
ENCY 

RECLASS
-IFIED 
2008 

BOOK VALUE OF 
ASSETS 2007 

NET INCOME 
2008 

GAIN/LOSS ON 
RECLASSIFICAT

ION 2008 

NET INCOME - 
GAIN OR LOSS 

ON 
RECLASSIFICATI

ON 2008 

RETURN ON 
ASSETS 2008 

ROA IF NO 
RECLASSIFICATION 

HAD BEEN 
PERFORMED 2008 

CHANGE IN ROA 
2008 DUE TO 

RECLASS-
IFICATIONS 

SWEDISH 
BANKS 

                  

AVANZA SEK NO 11 867 000 000 185 000 000     0,01558945 *   

HANDELSBANKEN  SEK YES 1 859 382 000 000 12 131 000 000 451 000 000 11 680 000 000 0,006524211 0,006281657 0,000242554 

HQ BANK  SEK NO 9 238 000 000 246 000 000     0,026629141     

NORDEA  SEK NO 23 667 132 403 
000 

29 219 656 000     0,001234609     

NORDNET SEK NO 14 652 201 000 138 061 000     0,009422543     

SEB  SEK YES 2 344 462 000 000 10 050 000 000 1 623 000 000 8 427 000 000 0,004286698 0,003594428 0,00069227 

SWEDBANK  SEK YES 1 607 984 000 000 10 939 000 000 150 000 000 10 789 000 000 0,006802928 0,006709644 9,32845E-05 

                

DANISH 
BANKS  

          0,004876964     

AMAGERBANKEN  SEK NO 39 311 848 544 -761 172 680     -0,01936242     

DANSKE BANK  SEK YES 4 233 805 920 000 1 520 848 000 2 133 004 000 -612 156 000 0,000359215 -0,00014459 0,000503803 

JYSKE BANK  SEK YES 270 848 291 968 145 095 920 540 224 000 -395 128 080 0,000535709 -0,00145885 0,001994563 

SPAR NORD 
BANK  

SEK NO 80 129 550 848 139 894 528     0,001745854     

SYDBANK  SEK NO 167 256 272 000 889 608 000     0,005318832     

VESTJYSK BANK  SEK YES 23 400 722 720 379 332 668 28 260 468 351 072 200 0,016210297 0,015002622 0,001207675 
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RETURN ON 
ASSETS 2008 

CURR- 
ENCY 

RECLAS-
SIFIED 
2008 

BOOK VALUE OF 
ASSETS 2007 

NET INCOME 
2008 

GAIN/LOSS ON 
RECLASSIFICAT

ION 2008 

NET INCOME - 
GAIN OR LOSS 

ON 
RECLASSIFICATI

ON 2008 

RETURN ON 
ASSETS 2008 

ROA IF NO 
RECLASSIFICATION 

HAD BEEN 
PERFORMED 2008 

CHANGE IN ROA 
2008 DUE TO 

RECLASS-
IFICATIONS 

NORWEGIAN 
BANKS 
 
DNB NOR  

 
 
 
SEK 

 
 
 
YES 

 
 
 

1 750 278 812 500 

 
 
 

9 841 013 000 

 
 
 

2 510 462 500 

 
 
 

7 330 550 500 

 
 
 

0,00562254 

 
 
 

0,004188219 

 
 
 

0,001434321 

STOREBRAND  SEK NO 453 431 081 250 -2 450 873 500 1 963 126 500 -4 414 000 000 -0,00540517 -0,00973467 0,004329493 

                  

FINNISH 
BANKS  

                

AKTIA  SEK NO 74 967 191 745 63 371 223     0,000845319     

ÅLANDSBANKEN SEK NO 24 433 836 781 160 008 236     0,006548633     
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Appendix 6 – Return on equity 2009 

                 

RETURN ON 
EQUITY 2009 

CURR-
ENCY  

RECLASS-
IFIED 

2008/2009 

BOOK VALUE OF 
EQUITY 2008 

NET INCOME 
2009 

GAIN/LOSS ON 
RECLASS-

IFICATION 2009 

NET INCOME - 
GAIN OR LOSS 
ON RECLASS-

IFICATION 

RETURN ON 
EQUITY 2009 

ROE IF NO 
RECLASS-
IFICATION 
HAD BEEN 

PERFORMED 
2008 & 2009 

CHANGE IN 
ROE 2009 DUE 
TO RECLASS-
IFICATIONS 

SWEDISH 
BANKS 

                  

AVANZA SEK NO/NO 628 000 000 228 000 000     0,363057325     

HANDELSBANKEN  SEK YES/NO 74 963 000 000 10 244 000 000 -250 000 000 10 494 000 000 0,136654083 0,139989061 -0,003334979 

HQ BANK  SEK NO/NO 1 157 000 000 134 000 000     0,115816768     

NORDEA  SEK NO/NO 194 684 706 500 23 998 254 000     0,123267279     

NORDNET SEK NO/NO 851 764 000 203 352 000     0,238742187     

SEB  SEK YES/YES 83 729 000 000 1 178 000 000 -1 412 000 000 2 590 000 000 0,014069199 0,03093313 -0,01686393 

SWEDBANK  SEK YES/NO 86 462 000 000 -10 442 000 000 332 000 000 -10 774 000 000 -0,120769818 -0,124609655 0,003839837 

           

DANISH BANKS            

AMAGERBANKEN  SEK NO/NO 2 502 332 248 -652 461 827     -0,260741485     

DANSKE BANK  SEK YES/NO 144 226 596 000 2 383 639 500 -404 926 500 2 788 566 000 0,016527045 0,019334617 -0,002807572 

JYSKE BANK  SEK YES/NO 15 740 427 416 655 457 726 -686 009 500 1 341 467 226 0,041641673 0,08522432 -0,043582648 

SPAR NORD BANK  SEK NO/NO 5 907 923 428 1 635 012 500     0,276749101     

SYDBANK  SEK NO/NO 10 405 184 000 1 086 761 500     0,104444237     

VESTJYSK BANK  SEK YES/NO 322 924 428 -90 663 183 -24 657 380 -66 005 803 -0,280756657 -0,204400155 -0,076356503 
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RETURN ON 
EQUITY 2009 

CURR-
ENCY  

RECLASS- 
IFIED 

2008/2009 

BOOK VALUE OF 
EQUITY 2008 

NET INCOME 
2009 

GAIN/LOSS ON 
RECLASS-

IFICATION 2009 

NET INCOME - 
GAIN OR LOSS 
ON RECLASS-

IFICATION 2009 

RETURN ON 
EQUITY 2009 

ROE IF NO 
RECLASS-
IFICATION 
HAD BEEN 

PERFORMED 
2008 & 2009 

CHANGE IN 
ROE 2009 DUE 
TO RECLASS-
IFICATIONS 

NORWEGIAN 
BANKS 
 
DNB NOR  

 
 
 
SEK 

 
 
 
YES/NO 

 
 
 

89 646 962 500 

 
 
 

8 733 318 000 

 
 
 

-3 730 243 000 

 
 
 

12 463 561 000 

 
 
 

0,097419006 

 
 
 

0,139029373 

 
 
 

-0,041610367 

STOREBRAND  SEK YES/YES 17 830 463 350 1 160 962 000 601 212 000 559 750 000 0,065111151 0,031392903 0,033718249 

           

FINNISH BANKS            

AKTIA  SEK NO/NO 3 464 093 013 351 970 941     0,101605511     

ÅLANDSBANKEN SEK NO/NO 1 514 512 073 N/A     N/A     
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Appendix 7 – Return on assets 2009 

               

RETURN ON 
ASSETS 2009 

CURRE
NCY  

RECLASS-
IFIED 

2008/2009 

BOOK VALUE OF 
ASSETS 2008 

NET INCOME 
2009 

GAIN/LOSS ON 
RECLASS-

IFICATION 2009 

NET INCOME - 
GAIN OR LOSS 
ON RECLASS-

IFICATION 2009 

RETURN ON 
ASSETS 2009 

ROA IF NO 
RECLASS-

IFICATION HAD 
BEEN 

PERFORMED 
2008 & 2009 

CHANGE IN 
ROA 2009 

DUE TO 
RECLASS-

IFICATIONS 

SWEDISH 
BANKS 

                  

AVANZA SEK NO/NO 11 867 000 000 228 000 000     0,019212943     

HANDELSBANKEN  SEK YES/NO 1 859 382 000 000 10 244 000 000 -250 000 000 10 494 000 000 0,005509357 0,005643811 -0,000134453 

HQ BANK  SEK NO/NO 9 238 000 000 134 000 000     0,014505304     

NORDEA  SEK NO/NO 27 455 781 721 000 23 998 254 000     0,000874069     

NORDNET SEK NO/NO 14 652 201 000 203 352 000     0,013878597     

SEB  SEK YES/YES 2 344 462 000 000 1 178 000 000 -1 412 000 000 2 590 000 000 0,000502461 0,001104731 -0,00060227 

SWEDBANK  SEK YES/NO 1 607 984 000 000 -10 442 000 000 332 000 000 -10 774 000 000 -0,00649385 -0,00670032 0,00020647 

                  

DANISH BANKS                  

AMAGERBANKEN  SEK NO/NO 52 368 231 176 -652 461 827     -0,01245912     

DANSKE BANK  SEK YES/NO 5 202 533 832 000 2 383 639 500 -404 926 500 2 788 566 000 0,000458169 0,000536002 -7,78326E-05 

JYSKE BANK  SEK YES/NO 347 692 400 112 655 457 726 -686 009 500 1 341 467 226 0,001885166 0,003858201 -0,001973036 

SPAR NORD BANK  SEK NO/NO 101 684 910 200 1 635 012 500     0,016079205     

SYDBANK  SEK NO/NO 228 971 300 000 1 086 761 500     0,004746278     

VESTJYSK BANK  SEK YES/NO 47 292 989 644 -90 663 183 -24 657 380 -66 005 803 -0,00191705 -0,00139568 -0,000521375 
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RETURN ON 
ASSETS 2009 

CURR-
ENCY  

RECLASS-
IFIED 

2008/2009 

BOOK VALUE OF 
ASSETS 2008 

NET INCOME 
2009 

GAIN/LOSS ON 
RECLASS-

IFICATION 2009 

NET INCOME - 
GAIN OR LOSS 
ON RECLASS-

IFICATION 2009 

RETURN ON 
ASSETS 2009 

ROA IF NO 
RECLASS-

IFICATION HAD 
BEEN 

PERFORMED 
2008 & 2009 

CHANGE IN 
ROA 2009 

DUE TO 
RECLASS-

IFICATIONS 

NORWEGIAN 
BANKS 
 
DNB NOR  

 
 
 
SEK 

 
 
 
YES/NO 

 
 
 

2 021 279 846 500 

 
 
 

8 733 318 000 

 
 
 

-3 730 243 000 

 
 
 

12 463 561 000 

 
 
 

0,004320687 

 
 

 
0,006166173 

 
 
 

-0,001845486 

STOREBRAND  SEK YES/YES 411 204 267 400 1 160 962 000 601 212 000 559 750 000 0,002823322 0,001361246 0,001462076 

                  

FINNISH BANKS                  

AKTIA  SEK NO/NO 104 325 468 292 351 970 941     0,003373778     

ÅLANDSBANKEN SEK NO/NO 30 288 393 351 N/A     N/A     

 


