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Key figures
Norway’s financial system

NOK 5 127bn
GDP(Grossdomesticproduct)

NOK 3 855 bn
GDPMainlandNorway

NOK 15 757bn
GovernmentPensionFundGlobal
(GPFG)

NOK 40bn
Cashincirculation

NOK 6 674bn
Loansfromfinancialinstitutionsto
privateindividuals,businessesand
localgovernments

NOK 2 884bn
Totaldomesticbonds
outstanding

NOK 3 488bn
Bankdeposits

NOK 1 972bn
Assetsundermanagement
inmutualfunds

123
Numberofbanks

NOK 2 550bn
Totalassetsofinsurance
companies

550
Cardtransactionsper
capitaperyear

175%
Debt-to-GDPratio

Gross domestic product: Marketvalue,currentprices.Source:StatisticsNorway
Government Pension Fund Global: NorgesBank’sAnnualReport2023.Source:NorgesBank
Cash in circulation: Norges Bank’s balance sheet. Source:StatisticsNorway
Loans from financial institutions to private individuals, businesses and local governments: Domesticcredittotheprivatesector(ieonly
domesticlendersandborrowers).Source:StatisticsNorway
Total domestic bonds outstanding: MarketvalueofbondsregisteredinEuronextSecuritiesOslo(Norway’scentralsecuritydepository).
Source:StatisticsNorway
Bank deposits: Financialinstitutions.Balancesheets.Source:StatisticsNorway
Assets under management in mutual funds:FromChart2.19.Source:NorgesBank
Number of banks: FromTable2.1.Source:NorgesBank
Total assets of insurance companies:Lifeandnon-lifeinsurance.Source:StatisticsNorway
Card transactions per capita per year:FromChart3.6.Source:NorgesBank
Debt-to-GDP ratio: FromChart3.Source:NorgesBank
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Preface and 
reader’s guide
Norway’s Financial System providesageneraloverviewofthefinancial
systeminNorway,itstasksandhowthesetasksarecarriedout.This
reportismeantasareferenceguideandtextbookandisintendedfora
broadaudience.Thefocusisonpresentingthefinancialsystemina
simplifiedmanner.Financialsystemprofessionalswillalsobeabletofind
usefulinformation.Hyperlinkstoother,moredetailedNorgesBank
publicationsandtootherinstitutionshavebeeninsertedinthetext,
enablingthereadertodelvemoredeeplyintotopicsofinterest.

Theintroductionprovidesanoveralloverviewofallthecomponentsof
thefinancialsystem.Section 1describesthevariousmarkets:themoney,
bond,foreignexchangeandequitymarkets,andthefinancialderivatives
markets.Section 2discussesthemostimportantfinancialinstitutions:
banks,mortgagecompanies,insurancecompanies,pensionschemes
andvariousfunds,etcinadditiontoNorgesBank,whichitselfispartof
thefinancialsystem.Section 3describesthefinancialsysteminfra-
structure,whichincludesthepaymentsystemandsystemsforthe
paymentandtransferofsecurities,foreigncurrencyandderivatives.

Theaimofthisreportistopromotepublicunderstandingofthefinancial
system.Thereportwillberevisedannuallytoensurethatitiskeptupto
dateandmaintainsitsrelevanceasareferenceandtextbook.Readers
areencouragedtosuggestimprovementsorreporterrors,ambiguities
orinadequateexplanations.Allcommentsshouldbesentto:
dnfs@norges-bank.no.

Oslo,June2024

Introduction

mailto:dnfs@norges-bank.no
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The financial 
system
Thefinancialsystemplaysanimportantroleintheeconomy,withthree
primarytasks:

• Providingconsumersandbusinesseswithborrowingandsaving
opportunities,

• Providingpaymentservices
• Managingrisk.

Inawell-functioningfinancialsystem,thesetasksareperformedsecurely
andefficiently.Asystemthatisresilienttoshocksreducestheprobability
offinancialcrises.

Thefinancialsystemconsistsofmanydifferentinstitutions,marketsand
infrastructures.InthisReport,thefinancialsystemisdividedintofinancial
markets,financialinstitutionsandthefinancialinfrastructure(Table1).

Theusersofthesystemaremoreorlessallthemembersofsociety:
businesses,publicundertakingsandmostprivateindividuals.

Thedefinitionofthefinancialsystemcanbeexpandedtoinclude,for
example,institutionsandmechanismsthatprovidesecurityforcontracts
thatareenteredinto,supplyreliableinformationforeffectivecreditinter-
mediationandriskmanagementandperformotherfunctionssuchas
supervision,regulation,registrationofownershiprights,accounting,
auditing,orcreditratingsandotherfinancialanalyses.

Chart1showsasimplifieddiagramofthefinancialsystem.Consumers,
businessesandotherundertakingswithsavingsareshownintheboxat
thetop.Consumers,businessesandotherundertakingsasborrowers
areintheboxatthebottom.Themiddlesegmentshowsthefinancial
system,wheresavingsarechannelledintoinvestmentthroughmarkets
andundertakings.Inpractice,theparticipantsaregenerallybothsavers

Table 1

1.Financialmarkets 2.Financialinstitutions 3.Financialinfrastructure

Marketplacesforissuingandtrading
financialinstruments.Thepropertiesof
theseinstrumentsmayvarywithregard
toreturn,risk,maturity,etc.Infinancial
markets,saverscaninvestincorporate
equityorindebtbylendingdirectlyto
variousborrowers.

Institutionssuchasbanks,mortgage
companies,pensionfunds,insurance
companies,mutualfunds,etc.Theyact
asintermediariesbetweeneconomic
agentsandplayimportantrolesrelated
tothefinancialsystem’smaintasks.

Ensuresthatpaymentsandtradesin
financialinstrumentsarerecordedand
settled.Thelegislationandstandard
agreementsgoverningtheseprocesses
arepartofthefinancialinfrastructure,
asarecomputersystemsandsystemsof
communicationbetweenfinancialsystem
participants.
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Thefinancialsystem

andborrowers.Bankscreatemoneywhentheyissueanewloantoa
customer(seebox:Money creationinSection2).Paymentsandrisk
managementalsoprimarilytakeplaceinthefinancialsystem.The
financialinfrastructuremakesallthesetransactionspossible.Amore
detaileddiagramofthefinancialsystemwouldincludeNorgesBank,
whichitselfisafinancialsystemparticipantandisalsotaskedwith
facilitatingefficientandsecurepayments.

The primary tasks of the financial system
Providing consumers and businesses with borrowing and saving 
opportunities
Mostpeopleneedtoborrowmoneyatsometimeintheirlives.Private
individualsborrowtofinanceaneducation,ahousepurchaseor
spendingonlargeconsumptionitemsortocoveratemporarydeclinein
income.Similarly,mostpeopleneedtostoretheirmoneyattimeswhen
incomeexceedsexpenditure,ietosave.Forexample,consumersmight
saveinordertocontributetoapensionscheme,tohaveareservefor
unforeseenexpensesortohaveenoughequitytopurchaseahome.The
financialsystemenablesprivateindividualstoborrowandsaveandthus
tospreadtheirconsumptionoveralifespan,irrespectiveofwhenincome
isaccrued,asillustratedinChart2.

Businessesmightborrowtofinanceinvestmentsinproperty,equipment,
developmentandproductionortomeetpaymentobligationsinunprofit-
ableperiods.Inprofitableperiods,businessesneedinvestmentopportu-
nitiesinordertobebetterequippedtodealwithleanertimesormanage
currentpaymentobligationsandfinancefutureinvestment.Thefinancial
systemisintendedtoprovideopportunitiesforsavingstobechannelled
toprofitableinvestmentprojects.

Chart 1 What happens in the financial system?
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Centralandlocalgovernmentsmightalsoborrowtofundinvestmentand
importantexpenditureduringaneconomicdownturn.Likewise,they
needsavingalternativesduringupturns.Since1990,theNorwegian
governmenthassavedalargeportionofthegovernment’spetroleum
revenuesthroughinvestmentintheglobalfinancialmarketviathe
GovernmentPensionFundGlobal(GPFG).

Whenacountry’sGDPrises,thetotalvalueofbothfinancialassetsand
liabilitiestendstoriseevenmore.(Chart3).

Atanyonepointintime,someprivateindividuals,businessesand
governmentswillneedtoborrowwhileotherswillneedtoinvestsavings.
Inthefinancialsystem,savingsarechannelledtoinvestmentbothacross
andwithinthesegroups.Asitispossibletoborrowandsaveabroad,total
savingsarenotnecessarilyequaltototalinvestment.Awell-functioning
financialsystemchannelsfinancingefficiently,therebypromoting
economicstability.

Financialinstitutionsandfinancialmarketsareintermediariesbetween
saversandinvestors.Saversseeksavingoptionswithdifferentlock-in
periodsandrisk.Financialinstitutionsandsecuritiesmarketsofferan
extensiverangeofsavingsproducts.Thisisanareaincontinuousevolu-
tion,withnewproductsemergingandexistingonesbeingdiscontinued.

Banksacceptandholdsavingsintheformofdepositsandtheyprovide
loans.Onlybanksarepermittedtoacceptordinarydepositsfromthe
public.Banksdistributethesesavingsacrossalargenumberofinvest-
ments(borrowers),whichreducestheriskthatbankswillincurlosses.
Bankshavealsospecialisedincreditriskassessmentofborrowers.
Thegovernmentauthoritieshaveinitiatedvariousmeasurestoprotect
customers’depositsinNorwegianbanks,includingdepositinsurance
(seeSection2.3.7 Deposit guarantees in Norway).Saverscantherefore
makedepositswithoutneedingtoassesshowthesedepositsare
investedbybanks.

Chart 2 Assets, debt and equity by 
age of main income earner
Mean in millions of NOK. 2022
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Chart 3 Total credit (C3) as a share of GDP
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Thefinancialsystem
Savinginabankisaspecialformofsavingbecausebankdepositsare
alsousedtomakepaymentsandthereforefunctionasmoney.Today,
bankdepositsarethedominantmeansofpaymentinadvancedecono-
mies.Mostpeoplewithsavingsinbanksthereforewanttheirfundstobe
availablequickly,ietheyshouldbeliquid.(Forfurtherdetails,seebox:
LiquidityinSection1.)Atthesametime,peoplethattakeoutamortgage
usuallywanttheoptionofalongrepaymentperiod.Inthisregard,banks
playanimportantrolebyconvertingshort-termdepositsintolong-term
loans.Thisiscalledmaturitytransformation.(Readmoreaboutmaturity
transformationinSection2.3.1 Banks’ tasks.)

Insurancecompaniesandpensionfundsalsoactasintermediariesand
acceptsavingsthatareearmarkedforpensions.Thiscapitalisusually
investedforthelongterminNorwegianandinternationalfinancial
markets.

Largebusinessesandcentralandlocalgovernmentscanissuebondsor
raisesharecapitalinsecuritiesmarkets,wheretheyreceivesavedfunds
directlyfromsaverswithouthavingtogothroughfinancialinstitutions.
Nevertheless,banksfunctionasintermediariesbyfacilitatingthese
transactions.

Providing payment services
Mostofusmakepaymentsonadailybasis.Wepayourbillsusingan
onlineormobilebankingserviceandpayforgoodsinshops.Wecanpay
usingcashorusingbankdeposits,referredtoasdepositmoney.Norges
Bankissuescashbasedonuserdemand(seeSection3.1.1 Cash).Factors
determiningthequantityofdepositmoneyaredescribedinSection
2.3.1 Banks’ tasks.

Inabartereconomy,bothparticipantsinatransactionmustagreeupon
whattoexchange.Inamonetaryeconomy,thereisauniversallyacknowl-
edgedmediumofexchange,money.Moneycanbeintheformofbank-
notesorcoinsthatareauniversallyacknowledgedmediumofexchange
becausetheyaredefinedassuchbylaw.Butmoneycanalsobeinthe
formofdepositmoney,whichisuniversallyacknowledgedtotheextentit
canbewithdrawnintheformofbanknotesandcoinsinthesameamount.

Chart 4 The Norwegian payment system

Settlement bank

Clearing house

Bank A Bank B

PayeePayer

Interbank system

Systems for
payment services



Norges Bank Norway’s Financial System 2024 11

Thefinancialsystem
Forthepaymentsystemtofunctionefficiently,thevalueofmoneyinits
differentformsmustbeidentical(a1:1ratio).Thiswouldalsoapplytoa
centralbankdigitalcurrencyifitisintroduced(seebox:Central bank 
digital currenciesinSection3.2).Mosttransactionsintheeconomyare
settledusingdepositmoney.Fordepositmoneytobeauniversally
acknowledgedmediumofexchange,confidenceinthebankingsystemis
essential.(Readmoreaboutmoneyinthebox:What is money?)

Therearealargenumberofbanksandaveryhighnumberofpayment
transactions,includinginterbanktransactions.Transactionsusing
depositmoneymustbesettled.Settlementisconductedinasettlement
system,where,forexample,1000paymentsbetweenBankAandBankB
canbecollectedtogether(netted)(Chart4).All1000paymentsare
settledandareacknowledgedwhenB(orA)paysA(orB)thenetted
amount.MostinterbankpaymentsaresettledinNorgesBankwithwhatis
referredtoascentralbankreserves,whicharebanks’depositsinNorges

What is money?
Moneyisagenerallyacceptedmeansofpayment.Thismeansthatmoneymaybeusedaspaymentfor
goodsandservicesandfinancialassetssuchasequitiesandbondsandforrepayingloans.Moneyalso
hasafunctionasameasureofvalue,forexamplethevalueofagood,andasastoreofvalue.

TherearegenerallytwotypesofmoneyinNorway:depositmoneyandcentralbankmoney.Depositmoney
isissuedbyprivatebanks,primarilybyextendingloansorinexchangeforcentralbankmoney.Deposit
moneyisthusaclaimonprivatebanksandusedthroughdifferentinstruments,whichisatpresentmostly
cardsorotherdigitalinstruments.Centralbankmoney,ieclaimsonthecentralbank,isissuedbyNorges
Banktobanksintheformofdepositmoneyandtothegeneralpublicintheformofcash(banknotesand
coins).CashislegaltenderinNorwayforconsumertransactions,andthelegislaturehasthroughvarious
statutoryprovisionsimposedrequirementsfortheuseofdepositmoneyindifferentcontexts.E-money,
issuedbye-moneyinstitutions,isalsoameansofpaymentbutisnotlegallyconsideredasmoneysince
thelegislaturehasnotimposedrequirementsfortheuseofe-moneyinthesamewayasfordepositmoney
andcentralbankmoney.

Thevariousformsofmoneymustbeinterchangeableata1:1ratio(parity)inorderforthemonetarysystem
tofunctionproperly.Anamountintheformofbankdepositscanbeconvertedtothesameamountincash
andconversely.Thisisimportantifbankdepositsaretobegenerallyacceptedasameansofpayment.
Conversionbetweendepositmoneyandcashtakesplacewhencashisdepositedinandwithdrawnfrom
bankaccounts.

Sincecashisbothameansofpaymentandpaymentinstrument,settlementisimmediateandfinalupon
handoverofbanknotesandcoins.Settlementusingdepositmoneytakesplacewhenanaccount
transactionisconductedfromthepayer’stothepayee’saccount.

Theauthoritiesdonotdeterminethetotalvolumeofbankdepositsorthequantityofbanknotesandcoins
incirculation.Thevolumeofbankdepositsdepends,amongotherthings,onthevolumeofbanklending
(seebox:Money creationinSection2)andthequantityofbanknotesandcoinsincirculationisdetermined
bypublicdemand(seeSection3.1.1 Cash).



Norges Bank Norway’s Financial System 2024 12

Thefinancialsystem
Bank.Thismeansthatbankssettlepaymentstoeachotherbytrans-
ferringfundsbetweentheiraccountsatNorgesBank.NorgesBank
managesthequantityofcentralbankreservesbyofferinglendingand
depositfacilitiestobanks,referredtoasmarketoperations.Themost
commonmarketoperationsareF-loansandF-deposits(seeNorges
Bank’swebsite).

Asystembasedonmoneysimplifiesexchangeconsiderably.Itreduces
transactioncostsintheeconomyandfacilitatesamoreeffectivedivision
oflabourinsociety.Inawell-functioningpaymentsystem,moneytrans-
fersareconductedsecurely,inatimelymannerandatalowcost.
Thepaymentsystemisacentralpartofacountry’sinfrastructureand
importantforthestabilityofthedomesticcurrency,thefinancialsystem
andtheeconomyingeneral.

Risk management
Bothprivateindividualsandbusinesseswanttoinsurethemselves
againstrisk.Fire,theftandautoinsurance,forexample,canbe
purchasedfromanon-lifeinsuranceundertaking.Lifeinsurance
companiesandpensionfundssellinsurancethatguaranteespayment
intheeventofdisabilityorprematuredeathoftheinsured.Theyalso
offerindividualprivatepensionsandgroupoccupationalpensionsas
asupplementtostatepensionsfromtheNationalInsuranceScheme.

Businessesmayalsoseekinsuranceagainstvariouseconomicrisks
associatedwiththeiractivities.Theremayberisksassociatedwithfuture
pricesofbothintermediategoodsandfinalproducts.Exchangeraterisk
andtheriskofachangeininterestratesareotherexamples.Businesses
caneliminateormitigatesuchrisksbymeansoffinancialinstrumentsand
derivatives.Thesellersofderivativescaninsureagainst,orhedge,their
ownriskbyofferingderivativescontractstobuyerswithoppositeneeds,
coverriskbyowningtheunderlyinginstrumentsorresellrisktoothers.
Capitalmarketsalsohelptodiversifyandredistributeriskassociated
withinvestments.Investorscanmanageriskbyowningsecuritieswith
differenttypesofdesiredrisk.Diversificationalsoreducesriskforthose
whoinvesttheirsavingsinmutualfundsorassetmanagementcompanies.

Banksarealsoexpertsatassessingtheriskassociatedwiththevarious
investmentprojectsforwhichtheyprovideloans.Bankdepositorscan
thereforeentrustsuchassessmentstothebanks.Thedepositors’riskis
alsoreducedbecausebanksspread,ordiversify,theirlendingacrossa
largenumberofborrowersand,notleast,becausedepositsareinsured
throughadepositinsurancescheme.ThecurrentschemeinNorway
coversdepositsuptoNOK2mperdepositorperbank.Banksarealso
subjecttospecialgovernmentregulation.

Supervision and regulation of the financial system
Awell-functioningfinancialsystemiscrucialtoamoderneconomy.
Ifmakingpaymentsorobtainingloansbecameimpossible,thiscould
quicklyhavewide-reachingconsequencesfortheentireeconomy.

https://www.norges-bank.no/en/topics/liquidity-and-markets/The-liquidity-management-system/The-management-of-bank-reserves-The-system-in-Norway/
https://www.norges-bank.no/en/topics/liquidity-and-markets/The-liquidity-management-system/The-management-of-bank-reserves-The-system-in-Norway/
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Thefinancialsystem

Thefinancialsystemisthereforesubjecttomoreregulationandsuper-
visionbytheauthoritiesthanmostothersectorsoftheeconomy(see
alsoAppendix 3: Important financial system legislation.Readmoreabout
themostimportanttypesofriskinthefinancialsysteminbox:Risks in the 
financial system).

Thefinancialsystemisprimarilyregulatedthroughlegislation.Alicence
issuedbytheauthoritiesisrequiredtoestablishafinancialinstitutionor

Risks in the financial system
Thefinancialsystemcontributestomoreeffectiveriskmanagementintheeconomy.Oneelementofrisk
managementisidentifyingthenatureofariskandhowitcanbeprevented.Pricingofriskisanimportant
partofthiswork.Therearedifferentkindsofrisk:

Credit riskistheriskoflosseswhenacounterpartycannotsettleitsaccounts.Forexample,thecounter-
partymaybetheissuerofasecurity,acounterpartyinaderivativecontractoraborrowerwithabankloan.
Forcorporateloans,creditriskcanbeassociatedwithasector’sabilitytoservicedebt(forexample
construction)orwithindividualborrowers.

Liquidityriskistheriskthatanundertakingcannotmeetitspaymentobligationswhenduewithout
incurringsubstantialadditionalcosts.Liquidityriskmayarise,forexample,fromthedifferenceintermsto
maturitybetweenbanks’assetsandliabilities.Depositsinbanksaretypicallyopen-endedwithnoprior
noticeofterminationrequired,whilebankloanshavelongermaturities.Liquidityriskisalsousedtorefer
totheriskofpricesbeinginfluencedwhensecuritiesorotherassetsaretradedandisthenreferredtoas
marketliquidityrisk(seebox:LiquidityinSection1).

Market riskisacollectivetermfortheriskoflossesduetomovementsinmarketpricessuchasinterest
rates,exchangerates,commoditypricesorshareprices.Thesetypesofriskareoftenreferredtoas
interestraterisk,foreignexchangerisk,commoditypriceriskandequityrisk.

Operational riskistheriskoflossesassociatedwithtechnicalmalfunctions,humanerrorandinadequate
controlsystems,suchasfaultyprocedures,errorsinorattacksonITsystems,regulatoryviolations,fraud,
fire,terrorattacks,etc.Operationalriskcancauseoramplifyotherkindsofrisk.

Legal riskcanbedefinedastheriskoflosseswhenacontractcannotbeenforcedasplanned,orbecause
collateralcannotberealisedasenvisaged.Legalriskcanariseininternationalbusinesstransactionsasthe
legalbasisoftenvariesacrosscountries.

Ifoneormoreoftheserisksreachesahighenoughlevel,theefficiencyandsecurityofthefinancialsystem
maybejeopardised.Systemicriskmaythenarise.Systemicriskintheareaoffinancialstabilityistherisk
thatthefinancialsystemcannotperformitsfunctionsandtherebycontributestoaseveredownturninthe
realeconomy.Systemicrisktakesintoaccounttheresilienceofthefinancialsystemandthewider
economy.Systemicriskcanvaryovertimeorbemorestructuralinnature.Time-varyingsystemicriskis
especiallyassociatedwithdevelopmentsindebt,assetpricesandthemismatchbetweenthematuritiesof
banks’assetsandliabilities.Structuralsystemicriskisparticularlyassociatedwiththedegreeofconcen-
trationinthefinancialsystem,thenumberandsizeofsystemicallyimportantinstitutionsandweaknesses
inthefinancialinfrastructure.



Norges Bank Norway’s Financial System 2024 14

toperformspecificserviceswithinthefinancialsystem.Undertheterms
ofthelicence,aninstitutionmustmeetextensiverequirementsandis
supervisedbytheauthoritiestoensurecompliance.Intheeventof
non-compliance,thelicencecanberevoked.

Aninstitutionmayberequiredtoholdaspecificquantityofequitycapital,
holdliquidassetsorberunbyanappropriateboardandmanagement.
Regulationmaybedirectinthatcertainactivitiesareprohibited,for
example,orindirect,intheformofrisk-basedcapitalrequirements.
Financialmarketregulationoftenappliestothemarketplaceitself,for
examplerestrictingthegroupsthatmayparticipate.Therearealsorequire-
mentsfordisclosuretothegeneralpublic,marketparticipantsandthe
authorities(seebox:“Turnoverinsecurities:Exchange-tradedandOTC”).

Thepurposeofregulationistoensurethatthefinancialsystemisstable
andefficient.TheMinistryofFinanceisresponsibleforsubmittingdraft
legislationrelatingtothefinancialsystemtotheStorting(Norwegian
parliament).Theestablishmentofnewinstitutionsorotherundertakings
isalsoprimarilyauthorisedbytheMinistryofFinance.OneexceptionisI
nterbanksystems,forwhichNorgesBankisthelicensingauthorityowing
toitskeyrolein,andresponsibilityfor,thepaymentsystem.Banks’inter-
bankpaymentsaresettledintheinterbanksystems.

Finanstilsynet(FinancialSupervisoryAuthorityofNorway)isprimarily
responsibleforsupervisinginstitutionsinthefinancialsystemtoensure
thattheycomplywithcurrentlegislation.Finanstilsynetcanalsoimpose
newregulationsonorissuerecommendationsonpracticesinthe
financialsystem.Theaimofsupervisionispartlytoensurethatthe
financialsystem’smaintasksareperformedinasoundmannerandpartly
toprotectuserinterests.

Finanstilsynetalsohasaparticularresponsibilityforsupervisionrelated
tobanks’solvency,managementandcontrol.Forthepaymentsystemto
beefficientandsecure,banksmustalsobeefficientandsecure.

Asadisruptioninthefinancialsystemcanhavesevereconsequences,
itisimportantforinstitutionsandtheauthoritiestobepreparedtohandle
adversescenarios.Thiscanmitigatenegativeconsequences.The
MinistryofFinancehasanimportantcoordinatingroleshouldafinancial
crisisarise.NorgesBankcancontributeifthereisaliquidityshortageby
lendingfundstobanksagainstapprovedcollateral.

International cooperation
Thefinancialsystemoperatestoagreatextentacrossnationalborders
andthereisbroadinternationalcooperationonregulationandsuper-
visiontopromotefinancialstability.TheFinancialStabilityBoard(FSB)
wasestablishedduringtheglobalfinancialcrisisin2008.TheFSBisa
collaborativebodythatmonitorsandmakespolicyrecommendationsfor
theglobalfinancialsystem.TheFSBcomprisestheG20countriesandthe
mostimportantinternationalorganisationsandcommitteesinthisarea.

https://www.fsb.org/
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Thefinancialsystem
TheBaselCommitteeonBankingSupervision(BCBS)isthemost
importantinternationalbodyfortheregulationofthebankingsector.
WhentheCommitteewasestablishedin1974,thecollaborationfocused
onraisingthestandardsofbankingsupervisionandimprovingthe
exchangeofinformationbetweenregulatorsindifferentcountries
regardinginternationalbanks.Afteraperiod,theCommitteerecognised
thattherewasalsoaneedforacommonregulatoryframeworkgoverning
thelevelofbanks’equitycapital,andtheso-calledBaselframeworkwas
developed.Subsequently,theBCBShasproposedregulationrelatingto
manyaspectsofbanks’activities(seeAppendix 2: Capital and liquidity 
regulation).

Similarcollaborativebodieshavenowbeenestablishedforinsurance,
theInternational Association of Insurance Supervisors (IAIS);securities
markets,theInternational Organization of Securities Commissions 
(IOSCO);andforthepaymentsystemandotherfinancialinfrastructure,
theCommittee on Payments and Market Infrastructures (CPMI).These
organisationsalldraftproposalsforinternationalrulesapplicableto
theirrespectiveareas.Inaddition,banksandotherimportantmarket
participantshaveestablishedcollaborativebodiesthatdrawupkey
marketstandards,suchastheInternational Swaps and Derivatives 
 Association (ISDA).

Severaloftheabove-mentionedinstitutionsarereferredtoasinterna-
tionalstandard-setters.Theydraftproposalsforminimumstandardsfor
internationalrulesintheirfields.Theserulescanbeincorporatedinto
nationallegislationortheycanremainamarketstandardthatmarket
participantsmustadheretoinpracticeinordertodobusinessinthe
relevantarea.Theproposedrulesareoftenintroducedforbothsmalland
largebanksinmostcountries.TheEUregulatoryframeworkalsolargely
reflectsinternationalstandards.

TheframeworkconditionsforNorway’sfinancialsystemaredetermined
basedontheAgreementontheEuropeanEconomicArea(EEA),which
regulatesNorway’srelationshipwiththeEU.NorwayisapartoftheEU
singlemarketforfinancialservicesthroughtheEEAAgreement.This
meansthatNorwayhasvirtuallythesamefinanciallegislationasEU
countries.

TheInternationalMonetaryFund(IMF)conductsregularreviewsunderits
FinancialSectorAssessmentProgram(FSAP)ofcountries’compliance
withfinancialsectorstandards(seeIMF).

Formoreinformationontheevolutionofinternationalregulations,see
“Endringeribankreguleringenetterfinanskriseni2008”[Changesin
bankingregulationsfollowingthefinancialcrisisin2008],Economic 
Commentaries 5/2017,NorgesBank(inNorwegianonly).

https://www.bis.org/bcbs/index.htm?m=3%7C14
https://www.iaisweb.org/
https://www.iosco.org/
https://www.bis.org/cpmi/about/overview.htm?m=3%7C16%7C627
https://www.isda.org/
https://www.imf.org/en/home
https://www.imf.org/en/Publications/fssa
https://www.imf.org/en/Publications/CR/Issues/2020/08/07/Norway-Financial-System-Stability-Assessment-Press-Release-and-Statement-by-the-Executive-49670
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Aktuell-kommentar/2017/aktuell-kommentar-52017/
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1. Financial 
markets
Financialmarketsaremarketsinwhichfinancialinstrumentsareissued
andtraded,wheresaverscaninvestincorporateequityandlenddirectly
tovariousborrowers.Themaingroupsoffinancialinstrumentsaredebt
instruments(bondandshort-termpapermarkets),equity(stockmarkets),
foreignexchange(FX)andderivatives.Fordebtandequitythereisbotha
primarymarket,whereequitysecurities,orstocks,andbondsaresoldto
investors,andasecondarymarketforthepurchaseandsaleofexisting
bondsandstocks.Themarketplace,ortradingvenue,maybeastock
exchangewherebid(buying)andask(selling)pricesaresubmittedand
cleared.Thismeansthatthebuyeracceptstheseller’saskpriceandthe
selleracceptsthebuyer’sbidprice.Oncethetradeiscleared,itcanbe
executed.Moststandardisedinstrumentssuchasequitiesorgovern-
mentbondsaretradedonastockexchange.Manyotherinstrumentsare
notprimarilytradedonastockexchangebutaretradedeitherviaalter-
nativetradingvenuesorbilaterallybetweenbuyersandsellers,called
“over-the-counter”(OTC)trading.Corporatebonds,foreignexchange
andderivativesareprimarilytradedOTC.(Forfurtherdetails,seebox:
Turnover in securities: Exchange-traded and OTC.)

Financialmarketsarealsoimportantfordistributingriskintheeconomy.
Whenprojectsandbusinessesarefundedbyraisingcapitalinequityand
bondmarkets,riskisspreadovermanyinvestorsandlenders.This
improvesaccesstocapitalandthedistributionofrisk.Participantsalso
usefinancialmarketstomanageriskthroughthepurchaseandsaleof
instrumentsfeaturingdifferentkindsofrisk.Money,FXandderivatives
marketshaveimportantfunctionsinthattheyredistributeliquidityand
variousformsofrisk.Thesemarketsarealsousedforspeculationin
developmentsinmacroeconomicvariablesandfinancialassets.This
contributestopriceformationinthemarketandisanelementinthe
redistributionofrisk.Inmarketswithsubstantialturnover,newinforma-
tionisquicklyreflectedinpricesforfinancialinstruments.Thisgives
importantinformationtobothsaversandborrowersandcanimprove
resourceutilisationintheeconomy.

Activityinthemarketsandattradingvenuesisregulatedbythe
authorities,albeittoasomewhatlesserextentthanisthecasefor
financialinstitutionssuchasbanksandinsurancecompanies.
(ReadmoreinAppendix 1: Regulation of financial markets and trading 
venues.SeealsoAppendix 3: Important financial system legislation.)

1.Finansmarkedene
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Financialmarkets

1.1 Money markets
Themoneymarketcomprisesseveraltypesoffinancialmarketsinwhich
participantscaninvestorborrowfundsusingfinancialinstrumentswith
maturitiesofuptooneyear.Participantsusemoneymarketsprimarilyto
managetheirfundingliquidity,iethedegreetowhichparticipantshave
themeanstomeettheirpaymentobligationsastheyfalldue(seebox:
Liquidity).Thebankingsectoristhelargestparticipantinthemoney
market.Themarketforborrowingandlendingbetweenbanksiscalled
theinterbankmarketandisasubstantialpartofthemoneymarket.Other
participants,suchascentralandlocalgovernmentsandotherbusi-
nesses,alsoutilisemoneymarkets,primarilytoissueTreasurybillsand
short-termpaper.NorgesBankisakeyparticipantinthemoneymarket.

Turnover in securities: Exchange-traded and OTC
Financialinstrumenttradescantakeplaceonorganisedtradingplatformsorthroughbilateralagreements,
referredtoas“over-the-counter”(OTC).Astockexchangeistheformoforganisedtradingplatformthatis
regulatedmostextensivelytoensurethatrelevantinformationisavailabletoinvestors.Norway’sstock
exchange,OsloBørsEuronext,isregulatedbyFinanstilsynet.Securitiesthatareexpectedtobewidely
tradedwillusuallybeacceptedfortradingonastockexchange.Foracompanytobelisted,ieforitsshares
tobetradedonastockexchange,detailedinformationaboutthecompanyand,ifabondistobeissued,
informationonthebondagreement,mustbesubmitted.Onceacompanyhasbeenlisted,ithasan
obligationtoregularlyprovideupdatedinformation.Thisensuresthatrelevantinformationaboutallthe
securitiestradedonthestockexchangeisavailabletoinvestors.SecuritieslistedonOsloBørsEuronext
canbetradedthroughtheexchange’selectronictradingsystem,whichshowsupdatedbidandoffer
priceswiththeassociatedtradingvolumes.Securitiespricesarecontinuouslyupdatedbasedonactual
trades.AlthoughthegreatmajorityoftradesonOsloBørsEuronextareinequities,bondsarealsoissued
andtradedontheexchange.Listedsecuritiesmayalsobetradedoff-exchange.

Thereareelectronictradingplatformsthatarenotstockexchangesandthataresubjecttolessstringent
informationandtransparencyrequirements.TheseareoftenreferredtoasMultilateralTradingFacilities
(MTFs).MTFsaregenerallyownedandoperatedbybanksorbrokerstoavoidpayingtransactionfeestoa
stockexchange.SomeMTFsarealmostasopenabouttheiroperationsasstockexchanges,whileothers
providelittleinformationregardingpricesandtradingvolumes.MTFsthatonlyprovideminimalinformation
arecalled“darkpools”.MTFsprimarilyoffertradinginequitiesthatarealsousuallylistedonanexchange.
Partiestoatradewilloftenagreetotradeatthesamepriceasthelistedequityontheexchange.Asa
result,largetradescanbeexecutedonanMTFwithoutaffectingpricesontheexchange.Incentivesfor
tradinginanMTFratherthanonastockexchangemayincludelowertransactioncostsorthedesireto
avoidshowingone’shandbydisplayinganorderinthemarket.TheintroductionofMiFIDIIhaslimitedthe
volumeofequitiesthatcanbetradedin“darkpools”.

InthesimplestformofOTCtrades,thebuyerandsellercontacteachotherdirectlytoagreeona
transaction.Sinceitcanbedifficulttofindacounterparty,brokersareoftenusedasintermediariesin
thesetransactions.Forsecuritieswithfairlyhighturnover,brokersprovideindicativebidandofferprices.
Asarule,tradescannotbemadeattheseprices,andtransactionsareagreeduponbyphoneorinstant
messagingviaacomputernetwork.Mostbondsaretradedinthismanner.
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Thebankingsector’smostimportantinstrumentsinthemoneymarket
areunsecuredinterbankloans,primarilyovernightloans,andsecured
loansintheformofFXswaps.Therearealsomarketsforunsecuredloans
intheformofTreasurybillsandshort-termpaperandsecuredloansin
theformofrepurchaseagreements(repos).

Chart1.1istakenfrommoneymarketdata(RPD)reportedtoandcompiled
byNorgesBankandshowsdailyborrowingandlendingbyinstrumentin
20231.

1.1.1 Money market participants
Banksarethelargestparticipantsinthemoneymarket.Fluctuationsin
banks’liquidity(fundingliquidity,includingcentralbankliquidity,seebox:
Liquidity)areprimarilyrelatedtopaymentservices,loanoriginationand
maturitytransformation(seeSection2.3.1 Banks’ tasks).Assumethata
bankcustomertransfersanamountfromhisorherownaccounttothe
accountofarecipientinanotherbank.Thepayerbank’sliquiditywillthen
bereducedasitsdepositinNorgesBankisreduced.Conversely,the
liquidityofthebankreceivingthetransferwillincreaseasitsdepositin
NorgesBankisincreased.Banksusethemoneymarkettomanagesuch
liquidityfluctuations.Interbankloanscomprisenotonlyunsecuredloans,
butalsosecuredloanssuchasrepurchaseagreements(repos)andFX
swaps.

1 AggregateddataispublishedonNorgesBank’swebsite.

Liquidity
Thetermliquidityisuseddifferentlyindifferentcontexts.

Theliquidityofanassetmeanstheeasewithwhichitcanbeconvertedintomoneyforthepurchaseof
goods,servicesandotherassets.Cashandbankdepositsaremoneyandthusthemostliquidformof
liquidity,whilefixedcapitalsuchashousingisanassetthatisrelativelyilliquid.

Fundingliquiditymeansthedegreetowhichapersonorbusinesshassufficientfundsavailabletopayfor
goodsandservicesortoservicedebtasitfallsdue.Inpractice,itisaquestionoftheamountofcashand
bankdeposits,whichforbanksincludestheirdepositsinNorgesBank,thatisorcaneasilybemade
available.Fundingliquidityismostoftenusedtodescribethepossibilityofobtainingfundingatan
acceptablepricesothatabusinesshassufficientfundstomakepaymentsandservicedebt.

Marketliquiditymeansthedegreetowhichitispossibletotradeassets,suchassecurities,inthemarket
withoutsubstantiallyinfluencingmarketprices.Amarketisconsideredliquidifitispossibletotradelarge
volumesinashortperiodoftimewithoutcausingsubstantialmovementsinmarketprices.Somemarkets
aremoreliquidthanothers,butinmostmarkets,liquidityvariesovertime.Duringfinancialcrises,liquidity
inmanymarketscandryup.

Centralbankliquiditymeansbanks’depositsinthecentralbank(centralbankreserves).Centralbank
liquidityplaysakeyroleinthesettingofshort-termmarketratesandtheexecutionofpaymentsinthe
economy.Foreachbank,centralbankreservesarepartoftheirfundingliquidity.

https://www.norges-bank.no/en/topics/Statistics/money-market-data/
https://www.norges-bank.no/en/topics/Statistics/money-market-data/
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Insurancecompanies,financecompanies,mortgagecompaniesand
localgovernmentsalsotradeinthemoneymarketwhentheyneedto
borroworinvestfundsforshortperiods.Insurancecompaniesinvest
mostoftheirfundsinlong-termsecurities,buttheyalsomakeshort-term
investmentsinthemoneymarketinordertohavethemeanstocover
upcomingpayments.Intheprivatesector,moneymarketsareprimarily
usedbythelargestcompanies,whoseresourcesarelargeenoughto
utilisethismarket,atleastasborrowers.Smallerparticipantscansavein
themoneymarketby,forexample,purchasingmutualfundunits.The
governmentisanothermajorparticipantandusesthemoneymarketto
meetitsshort-termfundingneedsbyissuingTreasurybills.Asthe
governmentholdsitsliquidityinitsaccountatNorgesBank,the
governmentonlyparticipatesinthemoneymarketasaborrower.

NorgesBankisakeyparticipantinthemoneymarket.Itusesmarket
operationstocontrolthetotalquantityofcentralbankreservesinthe
bankingsystem(centralbankliquidity).NorgesBankoffersstanding
depositandlendingfacilitiestobanksaspartofitsliquiditymanagement
(seebox:Norges Bank’s liquidity management and overnight lending 
rate).

1.1.2 Unsecured money market instruments
Unsecuredmoneymarketinstrumentsareunsecuredinterbankloans,
Treasurybillsandothershort-termpaper.Tradesinunsecuredinterbank
loansanddepositsareconcentratedaroundtheshortestmaturities,
whileTreasurybillsandshort-termpapercanvaryinmaturityuptoa
maximumofoneyear.

1.1.2.1 Interbank loans and deposits
Bankscanborrowfromandinvestwitheachotherintheunsecuredinter-
bankmarket.Mosttradestakeplaceatveryshortmaturities,particularly
overnight(Chart1.2).

Chart 1.1 Lending and borrowing in the 
money market by instrument
Daily average for 2023. In billions of NOK
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Chart 1.2 Unsecured interbank lending and 
borrowing in the money market by maturity
Daily average. In billions of NOK. 2023
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Norges Bank’s liquidity management and overnight lending rate
Theaimofliquiditypolicyistokeeptheshortestmoneymarketratesclosetothepolicyrate.
NorgesBankmakeschangestothepolicyratebyadjustingthetermsforbanks’loansanddepositsin
thecentralbankandkeepstheshortestmoneymarketratesclosetothepolicyrateonaday-to-day
basisbycontrollingthesizeofbanks’totaldepositsinNorgesBank(centralbankreserves).

Liquiditymanagementsystemsreferredtoascorridorsystemsareverycommoninternationally.In
suchasystem,thecentralbank’slendinganddepositratesformacorridorfortheshortestmoney
marketratesintheinterbankmarket.Thepolicyrateisnormallyinthemiddleofthiscorridor,andthe
centralbankmanagesthereservesinthebankingsystem(banks’depositsinthecentralbank)tokeep
thematzero(orslightlyabovezero).Abankthathasreceivedanetinflowfromotherbanksoverthe
courseofthedayandhasapositiveaccountbalanceinthecentralbanklendsreservestobanksthat
havehadanetoutflowoverthecourseofthedayandtherebyhaveanegativeaccountbalanceinthe
centralbank.Bytheendoftheday,(most)bankshaveaccountbalancesatzeroandclaimsonother
banksintheinterbankmarket.Acorridorsystemincentivisesbankstotradereserveswithotherbanks
andnotwiththecentralbank.

Inaso-calledfloorsystem,thecentralbankseekstomaintainanoversupplyofcentralbankreserves
inthebankingsystem.Thissystemdrivestheshortestmoneymarketratesdowntobanks’marginal
depositrateatthecentralbank,whichthenformsa“floor”fortheshortestrates.(Formoredetailson
liquiditymanagementsystemsingeneral,see“Liquiditymanagementsystem:Floororcorridor?” Staff 
Memo 4/2010,NorgesBank,“Systemerforlikviditetsstyring:Oppbyggingogegenskaper”[Liquidity
managementsystems:structureandcharacteristics],Staff Memo 5/2011,NorgesBank(inNorwegian
only)and“Penger,sentralbankreserverogNorgesBankslikviditetsstyringssystem”[Money,central
bankreservesandNorgesBank’sliquiditymanagementsystem],Staff Memo 5/2016,NorgesBank
(inNorwegianonly).)

Norway’sliquiditymanagementsystemisacrossbetweenafloorandacorridorsystem.NorgesBank
seekstomaintainreservesatagivenlevelwithinatargetrange.Eachbankhasasightdepositquotaat
NorgesBank.Depositsbelowthequotaareremuneratedatthesightdepositrate(whichisequaltothe
policyrate),whiledepositsinexcessofthequotaareremuneratedatalowerrate,knownasthereserve
rate.

InNorway,asinmanyothercountries,thegovernmenthasanaccountatthecentralbank.Government
outflowsincreasebanks’depositsatthecentralbank.OnNorgesBank’sbalancesheet,thegovern-
ment’sdepositsarereducedwhilebanks’depositsincrease.Correspondingly,governmentinflows
reducebanks’depositsatNorgesBank.Thus,transactionsoverthegovernment’saccountalterthe
quantityofreservesinthebankingsystemandNorgesBankrestoresthebalanceusingmarket
operations,themostcommonofwhichareF-loansandF-deposits.F-loansareloansagainstcollateral
infixed-ratesecuritieswithagivenmaturity.F-depositsarefixed-ratedepositswithagivenmaturity.
Ifthesightdepositrateischangedduringthematurityoftheoperation,thebank’sallotmentratewillbe
changedaccordinglyfromthesamedateasthechangeinthesightdepositrate.Marketoperationsare
necessarywhengovernmentaccounttransactionswouldotherwisehavemovedbanks’deposits
outsidethetargetrange.

Norwegianbanksalsoborrowreservesfromotherbanksovernightthroughtheinterbankmarket.
Abankthathasbeenanetrecipientofreservesthroughthedayandexceedsitsquotawillnormally

https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2010/Staff-Memo-42010/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2011/Staff-memo-52011/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2016/Staff-Memo-52016/
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lendreservestobankswithnegativeaccountbalancesordepositsbelowthequota.Thealternativeis
todepositthereservesinexcessofthequotaatthelowerreserverate.Bankswithnetoutflowsof
reservesthroughtheday,andwithnegativeaccountbalancesatthecentralbank,willwanttoborrow
reservesfromotherbanks.Otherwise,banks’negativeaccountbalancesinthecentralbankwillbe
madeintoovernightloans(calledD-loans)andchargedatNorgesBank’sovernightlendingratefor
banks,theD-loanrate,whichis1percentagepointhigherthanthesightdepositrate.

Asinacorridorsystem,bankshaveanincentivetoredistributereservesamongthemselves.The
interestratethatbankspayeachotherovernightisreferredtoastheNorwegianOvernightWeighted
Average(Nowa),whichisnormallyclosetothepolicyrate(Chart1.3).TheNowarateisthefirstpointon
the“yieldcurve”andtheveryfirstpartofthe“transmissionmechanism”,iehowthecentralbank’s
policyrateaffectslonger-terminterestrates:short-termmoneymarketratesinfluencetheinterest
ratesfacinghouseholdsandbusinesses,whichinturnaffectdecisionsconcerningconsumption,
investmentandsaving.

Ifabankhaslargenetoutgoingpaymentsoneday,butlargenetincoming
paymentsthenext,itcancoveritsshort-termliquidityshortfallby
borrowingintheinterbankmarket.Thebankwillnormallycoveritsmore
permanentfinancingneedswithlonger-termfunding.Thisuseofthe
interbankmarketexplainswhytradesareconcentratedaroundthe
shortestmaturities.Theinterbankmarketisprimarilyusedforbanks’
dailyliquiditymanagement.Itsmainfunctionisasasafetyvalve,allowing
bankstocoverunexpectedorshort-termliquidityshortfallsatshort
notice.

1.1.3 Short-term paper and Treasury bills
Short-termpaperreferstoliquiddebtsecuritieswithmaturitiesofupto
oneyear.Theshort-termpapermarketconsistsofaprimarymarket
whereshort-termpaperisissuedandasecondarymarket,where
existingshort-termpapercanberesold.Thegovernmentisthelargest
issuerintheshort-termpapermarket,butbanks,municipalities,regional
businesses,mortgagecompaniesandotherprivatebusinessesalso
obtainshort-termfundingbyissuingshort-termpaper.Localgovern-
mentsarethesecondlargestissuersofshort-termpaperinNOKafterthe
centralgovernment.Norwegianbanks’issuanceofshort-termpaperin
NOKislimitedbecausetheirshort-termNOKneedscanlargelybemetat
lowercostintheFXswapmarket(seeSection1.1.4 Secured money 
market instruments).

Short-termpaperissuedbythegovernmentisreferredtoasTreasury
bills,whichareshort-termgovernmentdebtinstruments.Treasurybills
areissuedaszero-couponsecuritieswithamaturityofuptooneyear.
Thismeansthatthesebillsdonotpayanyinterest(couponpayments),
buttheyareissuedatadiscount,ietheofferpriceislowerthantheface
valueandareredeemedatparatmaturity.Thedifferencebetweenthe
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Financialmarkets
issuepriceandtheredemptionpriceisthe“interestpayment”.Theyare
onlyissuedinNOKandarelistedonOsloBørs.NorgesBanksellsTreasury
billsonbehalfofthegovernmentintheprimarymarket.TheTreasurybills
aresoldbyauctiononBloomberg’sAuctionSystem,wherealltheallotted
biddersintheauctionpaythesameprice(uniformpriceauction).Only
selectedbanks,so-calledprimarydealers,areauthorisedtoparticipate
directlyintheauctions.TradesinthesecondarymarketforTreasurybills
cantakeplaceeitheronelectronictradingplatforms,orwhenaninvestor
contactsaprimarydealerorotherbrokerthatdealsinthesesecurities.
Theprimarydealersareobligedtoquotebindingbidandaskpriceson
theBloombergE-Bondtradingsystemforagivenminimumamount.

NewTreasurybillsareintroducedoninternationalmoneymarket(IMM)
dates,whicharethethirdWednesdayofMarch,June,Septemberand
December.IMMdatesarecommonlyusedmaturitydatesforstandard-
isedmoneymarketproducts,andTreasurybillsmatureontheIMMdate
theyearfollowingissuance.Overthecourseofthatyear,theTreasurybill
canbereopenedtoincreasethevolumeoutstanding.Thematuritydate
willneverthelessalwaysbeayearafterthebillwasinitiallysoldinthe
market.

1.1.4 Secured money market instruments
FXswapsarethemostcommonlyusedsecuredmoneymarket
instrumentsinNorway.Althoughsignificantlysmaller,themarketfor
repurchaseagreements(therepomarket)seemstobegrowing.

1.1.4.1 Repurchase agreements (repos)
Inarepurchaseagreement(repo),twopartiesagreetoexchange
securitiesformoneyforagivenperiod.Theagreementconsistsoftwo
transactionswithdifferentsettlementdates–onesaledateandone
repurchasedate–whichareagreeduponsimultaneously.Uponentering
intotheagreement,onepartyrelinquishesthesecuritiesinexchange
formoney(thesale).Oncetheagreementhasreachedmaturity,the
securitiesarereturnedtotheinitialseller,whosimultaneouslyrelin-
quishesapredeterminedamountofmoney(therepurchase).Thebuyer
paysanimplicitratedeterminedbythedifferencebetweenthesaleand
repurchasepriceofthesecurity.

Sincerepurchaseagreementsareloanswherethelenderreceives
securitiesascollateral,lendersareexposedtoverylimitedrisk.Ifthe
buyer,orborrower,shoulddefaultwhentheagreementmatures,lenders
haveaccesstothesecuritiesthatwerepostedascollateral.Inprinciple,
allsecuritiesthatcanbetradedinthefixedincomemarketcanbeusedin
repurchaseagreements.Theamountthatcanbeborrowed,however,
dependsonthequalityandmarketabilityofthesecurity.Animportant
differencebetweenarepurchaseagreementandanordinaryloanwith
collateralintheformofsecuritiesisthatinarepurchaseagreementthe
lenderisthelegalownerofthesecurityintheperiodtotheloan’s
maturity.Thelendercanmakeuseofthecollateralintheperioduntilthe
repurchaseagreementmatures.
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Someissuersofferguaranteedbonds.Thesebondsareconsideredparticularlysafebecausethe
guarantormustpaythedebtshouldtheissuerdefault.Thesafestguaranteedbondsarebackedbythe
government.Otherbondscanincludeprovisionswherebybondholdershaveasecurityinterestinthe
assetsoftheissuerorpriorityoverholdersofotherbondsfromthesameissuerintheeventofbankruptcy.

Covered bonds (OMFs):OMFsaretheNorwegianversionofbondsreferredtointernationallyascovered
bonds.Coveredbondshaveformanyyearsplayedanimportantroleinresidentialmortgagefundingina
numberofEuropeancountries,includingSweden,DenmarkandGermany.Coveredbonds(OMFs)were
introducedinNorwayin2007.(ForafurtherdiscussionofNorwegiancoveredbondregulationsandthe
coveredbondmarketinNorway,see“Norwegiancoveredbonds–arapidlygrowingmarket”,Economic 
Bulletin 1/2010,NorgesBank.)

Acoveredbondprovidesaninvestorwithapreferredclaimonadefinedpoolofhigh-qualityassetsonan
issuer’sbalancesheet.Norwegiancoveredbondsaresubjecttoregulationswithstrictrequirementsasto
whocanissuesuchbondsandthequalityoftheunderlyingcollateral.Onlymortgagecompanieswith
specialauthorisationcanissuecoveredbonds,andthesecompaniesareprimarilyownedandcontrolled
bybanks.Approvedcollateralincludesresidentialmortgageswithamaximumloan-to-value(LTV)ratioof
75%,loansforcommercialrealestateandholidayhomesthatarewithin60%oftheproperty’svalue,loans
toorguaranteedbycertaingovernmentsandauthorities,andcertainderivatives.Thecoverpoolfor
Norwegiancoveredbondsmostlycomprisesresidentialmortgageloans.Undertheso-calledbalance
sheetrequirement,thevalueofthecoverpoolmustalwaysequal102%thevalueofthecoveredbonds
outstanding,alsoreferredtoasovercollateralization.Theindividualmortgagecompanyisresponsiblefor
ensuringthatitscoverpoolalwaysmeetstherequirements.Mortgagecompaniescommonlyover-comply
withthebalancesheetrequirementbypostingmorecollateralthanthevalueofoutstandingcovered
bonds.Overcollateralisationprovidesinvestorswithanadditionalbufferagainstareductioninthevalueof
thecoverpool,forexampleintheeventofafallinhouseprices.

Securitised bonds (asset-backed securities (ABSs)):Securitisationmeansthattheissuersellscertain
assetstoalegallyseparatespecialpurposevehicle(SPV),whichfundsthepurchasebyissuingABSsinthe
market.Unlikecoveredbonds,ABSsarenormallynotsubjecttoregulationsdefiningthekindofassetsthat
areeligibleascollateral.Thetypesofassetsincludedinthecoverpoolwillvaryandarespecifiedinthe
contract.IncontrasttoissuersofNorwegiancoveredbonds,ABSissuersarenormallynotrequiredto
maintainthevalueofthecoverpool.Thecreditriskofthecoverpoolisthereforefullytransferredtothe
investors.NorareSPVssubjecttosupervisionorcapitalrequirementsasiscommonforfinancialsector
undertakings.ABSsaredividedupbasedonqualityandmaturityintoso-calledtrancheswithdifferentrisk
profiles.Thetrancheswiththehighestrisk,butalsothehighestinterestrates,mustabsorblossesfirst.
Investorscanadjusttheirriskprofilesbythetranchestheyselect.Securitisationiswidespreadinmortgage
financingincountriessuchastheUSandtheUK,whilecoveredbondsaremoreprevalentinmost
Europeancountries.

BeforecoveredbondswereintroducedinNorwayin2007,seniorbondswerebanks’mostimportant
sourceoflong-termwholesalefunding.Thevolumeoutstandingofseniorbondshasfallensince2007,
inpacewiththeemergenceofcoveredbondsinmortgagefinancing.Seniorbondsare,however,stillan
importantsourceoffundingforlendingthatdoesnotqualifyfortheissueofcoveredbonds.Seniorbonds
areprimarilybulletbondswithfloatinginterestrates.

https://www.norges-bank.no/en/news-events/news-publications/Papers/Economic-Bulletin/110-Penger-og-Kreditt/Norwegian-covered-bonds--a-rapidly-growing-market/
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Althoughrelativelysmall,theNorwegianrepomarketisgrowing.The
largestbanksaretheprimaryparticipants.Mostrepurchaseagreements
aremadewithNorwegianTreasurybills,governmentbonds,andcovered
bondsascollateral(seebox:Secured funding).Repurchaseagreements
arealsomadewithforeignsecuritiesascollateralandso-calledtri-party
repos,inwhichthetwopartiesenteringanagreementallowathirdparty
tomanagetheexchangesbetweenthem.Repurchaseagreementswith
listedsecuritiesascollateral,suchasTreasurybills,governmentbonds,
andcoveredbonds,areregisteredonthestockexchangeifoneofthe
partiesinthetransactionisamemberoftheexchange.Thetrades
themselvestakeplaceOTC.

1.1.4.2 Foreign exchange (FX) swaps
InanFXswap,twopartiesagreetoexchangeonecurrencyforanother
foragivenperiod(seebox:Derivatives).Thisisdonethroughanactual
exchangeoftheunderlyinginstrument,wherethepartiesswapbank
depositsintherelevantcurrencies.ByenteringintoanFXswap,abank
holdingforeigncurrencyandneedingliquidityinNOKcanswapthe
currencyforNOKforagivenperiod.AnFXswapbetweentwobankscan
alsoberegardedasasecuredinterbankloan.TheFXswapmarketis
differentfromtherepomarketinthatthecollateralreceivedbythelender
isintheformofanothercurrencyratherthanintheformofsecurities.

Derivatives
Derivativesarecontractsthatderivetheirvaluefromanunderlyingasset.Derivativescanthusbeused
toreduceorincreaseexposuretoanunderlyingassetandarethereforeusefulinriskmanagement.
Thebasictypesoffinancialderivativeareforwardcontractsandoptions.

Aforwardcontractisanagreementtobuyorsellanassetataspecifiedfuturetimeatapriceagreedon
today.Thetwopartiestoaforwardcontracthavesymmetricalrightsandobligations.Nopayments
normallyaccrueuponenteringintoaforwardcontract.Theforwardpriceisthefuturedeliveryprice,
makingthevalueofthecontractequaltozeroforbothpartiesatthetimethecontractisenteredinto.
Oncetheforwardcontracthasbeenenteredinto,itsvaluecanbechanged.Thebuyerofaforward
contractwillmakeaprofitonthesettlementdateifthepriceoftheunderlyingassetishigherthanthe
contractpriceandwilltakealossifitislower.Thesellingpartywillhavetheoppositeexposure.Ifa
forwardcontractisusedtohedgeanunderlyingpositionfortheriskoflossesduetopricechanges,
thevalueoftheforwardcontractwillmoveintheoppositedirectionfromthevalueoftheunderlying
position,resultinginneitherlossnorprofit.

Afutureisastandardisedforwardcontracttradedonacommodityexchange.

AForwardRateAgreement(FRA)isaforwardcontractwithanagreedfuturerateofinterest,for
examplethesix-monthinterestrateinthreemonths’time.FRAsaresettledonthesamedaythefuture
interestrateperiodbegins,onthebasisofthedifferencebetweentheagreedinterestrateanda
selectedreferencerate.Asarule,thecontractsstartonIMMdates.
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Aswapisacontractinwhichtwopartiesexchangecashflows.Thetwomostcommontypesare
interestrateswapsandFXswaps.Partiestointerestrateswapsusuallyexchangeafixedinterestrate
forafloatingexchangerate.Forexample,abankcanuseinterestrateswapstoexchangefixedrate
interestpaymentsonbondsforfloatingratepayments.Itscounterpartyintheswappaysthebank’s
fixedrateinterestpaymentstoitsbondholders,whilethebankpaysthefloatingratetothecounter-
party.InanFXswap,thepartiesagreetoexchangespecifiedamountsoftwodifferentcurrenciesatthe
currentrate(thespotrate)andexchangetheseamountsbackatapre-agreedrate(theforwardrate)
whentheagreementexpires.Thedifferencebetweenthespotrateandtheforwardrate,theso-called
forwardpremium,expressestheinterestratedifferentialbetweenthetwocurrenciesoverthelifeof
thecontract.FXswapsareused,forexample,bybankstoexchangebondfundinginforeigncurrencies
forNOK.Therearealsocombinedforeignexchangeandinterestrateswaps,referredtoas“cross-
currencybasisswaps”.

Anoptionisacontractthatgivesonepartytheright,butnottheobligation,tobuy(calloption)orsell
(putoption)anassetatanagreedprice(thestrikeprice)onorbeforeanagreedfuturedate.Theother
partyisobligatedtofulfilthetransactioniftheoptionisexercised.Thebuyerpaysthepartysellingthe
optionaremuneration,orpremium.Thepremiumexpressestheoption’smarketvaluewhenthe
contractisenteredinto,whichreflectsitsmarketvaluetodayandthevalueofpotentialfuturegains.
Thevalueoftheoptionwillvaryaccordingtothevalueoftheunderlyingasset.Theoptionwillbe
exercisedifthisisprofitableforitsowner.Acalloptionisexercisedwhenthevalueoftheunderlying
assetishigherthanthestrikeprice,whiletheputoptionisexercisedwhenthevalueoftheunderlying
assetislowerthanthestrikeprice.Inbothinstances,theoptionissaidtobe“inthemoney”.Bybuying
anoption,theinvestor’spotentiallossontheinvestmentintheunderlyingassetislimitedtotheoption
premiumpaidtothepartysellingtheoption,whilefullypreservingthepotentialforprofit.Adistinction
ismadebetweenoptionsthatcanbeexercisedatanytimeduringthelifeoftheoption(American
options)andoptionsthatcanonlybeexercisedatmaturity(Europeanoptions).

Acreditdefaultswap(CDS)isafinancialcontracttoinsuretheissuerofabondorabondindexagainst
default.ThesellerofaCDSwillcompensatethebuyeriftheunderlyingbonddefaults.Thepriceofa
CDScontractthusprovidessomeindicationofhowthemarketassessesthelikelihoodofdefault.

ThepartiestoanFXswapexchangecurrencyatthecurrentFXmarket
spotrateandagreetoreversetheswaponanagreeddateinthefutureat
arateagreedontoday.Thisfuturerateiscalledtheforwardrate.The
differencebetweenthespotrateandtheforwardrate,knownasthe
forwardpremium,expressestheinterestratedifferentialbetweenthe
twocurrenciesduringthelifeoftheswap.

TheFXswapmarketisthesegmentoftheNorwegianmoneymarketwith
thehighestturnover.ItisanOTCmarket,anditsparticipantsarelargely
majorbanksthatrelyheavilyonforeigncredit.Smallerbankslargelyuse
theunsecuredinterbankmarkettomanageshort-termliquidityfluctua-
tions.

1.1.5 Money market reference rates
Areferencerateisaninterestratethatisusedasastartingpointforthe
pricingofotherfinancialinstruments.Referenceratesplayacriticalrole
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intheglobalfinancialsystem.Theseinterestratesarelinkedtolarge
sumsofmoneythroughvariousfinancialproductsandfinancial
contracts.Moneymarketratesarefrequentlyusedasreferencerates.

In2011,incollaborationwithFinanceNorway,NorgesBankbegan
gatheringandregisteringdataonunsecuredinterbanklendinginthe
overnightmarket.Chart1.3showsaveragedailytransactionvolumes.
Thevolume-weightedaverageinterestrateonthesetradesiscalledthe
Nowarate(NorwegianOvernightWeightedAverage).NorgesBank
administersandpublishesNowadailyonNorgesBankwebsite.Nowahas
onaveragebeenthesameastheinterestrateonbanks’depositsin
NorgesBank(sightdepositrate)sinceitwasestablished(Chart1.4).

ThemostusedreferencerateinNorwayisNibor(Norwegianinterbank
offeredrate).UndertheNiborframeworkfrom1January2020,therates
submittedbyeachpanelbankshouldreflecttheinterestratethebank
wouldchargeforloansinNOKtoaleadingbankthatisactiveinthe
Norwegianmoneyandforeignexchangemarket.TheNiborrateis

Chart 1.3 Nowa and reported turnover volume
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https://www.norges-bank.no/en/topics/liquidity-and-markets/nowa/
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thereforeanindicativerateiethelendingrateifthebankhadissueda
loan.Sixbanksarepanelbanksandtheyprovideadailyquotationofthe
rateformaturitiesfromonetosixmonths.Basedonthesixbanks’
submittedrates,Niboriscalculatedasanaverageofthemiddlefour
observationsforeachmaturity(seetheNorskeFinansielleReferanserAS
website).(FormoredetailsonNibor,see“Nibor,LiborandEuribor–all
IBORs,butdifferent”,Staff Memo 2/2019,NorgesBank,“ADecomposition
ofNibor”,Economic Commentaries 3/2015,NorgesBank,and“What
drivestheriskpremiuminNibor?”, Economic Commentaries 10/2016,
NorgesBank.)

Three-monthandsix-monthNiborarethemostcommonlyusedreference
ratesforotherfinancialproducts.Veryfewactualunsecuredtrades
betweenbanksaremadeatthesetenors.Intheunsecuredinterbank
marketinNorway,mostoftheactivityisattenorsofnomorethanafew
days.TheIborratesinothercountries,suchasEuriborforEUR,arealso
indicativerates.

TheG20countries,viatheFinancialStabilityBoard(FSB),launchedan
initiativetoreforminterestratebenchmarkswhenattemptstomanipulate
globalreferencerateswereuncovered(theLiborscandal),andtherewas
adeclineinactivityintheunsecuredinterbankmarketfollowingthe
financialcrisis.LiborforGBP,CHF,EUR,JPYandforsomecertainUSD
tenorswasphasedouton1January2022andreplacedwithnearrisk-
freeovernightratesasreferencerates.Afterconsultationwiththe
financialindustry,NorgesBankhasestablishedaworkinggroupon
alternativereferenceratesfortheNorwegiankrone.(Formoredetails,
seeWorkinggrouponalternativereferencerates(ARR).)In2019,the
grouppublishedarecommendationtouseareformedversionofNowa
asanalternativereferenceratefortheNorwegiankrone.In2020,the
workinggroupmaderecommendationsformarketconventionsforNowa
andfallbacksolutionsintheeventNiborceasesandformarketconven-
tionsforfinancialproductsusingNowaasareference.Inaddition,the
grouphassuccessfullyestablishedanOISmarketlinkedtoNowa.The
publicationofindicativepricesforNowaderivativesandbilateraltrading
inNowa-linkedproductsstartedinautumn2021.ClearingofNowa
derivativeshasbeenpossiblesinceApril2022andturnoverinsuch
derivativeshasgraduallyincreased.AccordingtoLCH,outstanding
volumeinApril2024wasapproximatelyNOK2600bn.

1.1.6 Interest rate derivatives market
Interestratederivativesarewidelyusedtohedgetheriskofinterestrate
fluctuations.Banksareimportantparticipantsinthismarket.Ifabank
paysafixedinterestrateonitsbonddebtanditreceivesprimarilya
floatingrateonitslendingtohouseholdsandbusinesses,interestincome
mightbelowerthaninterestexpense.Bankscanhedgeagainstfalling
interestratesbyenteringintoaninterestrateswap(seebox:Derivatives).
Underthetermsoftheswap,bankspayafloatinginterestrate(Nibor)and

https://nore-benchmarks.com/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2019/22019/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2019/22019/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Economic-commentaries/2015/Economic-commentaries-32015/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Economic-commentaries/2015/Economic-commentaries-32015/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Economic-commentaries/2016/Economic-commentaries-102016/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Economic-commentaries/2016/Economic-commentaries-102016/
https://www.norges-bank.no/en/topics/liquidity-and-markets/working-group-arr/
https://www.lch.com/services/swapclear/volumes
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receiveinterestpaymentsatafixedinterestrate(theswaprate),thereby
hedgingtheriskoffluctuationsintheNiborrate.

Interestratederivativescanalsobeusedforspeculationinthefixed
incomemarket.Thefixedrate(swaprate)reflectsmarketexpectationsof
theaverageNiboroverthelifeoftheswap.Aparticipantwhoexpects
Nibortorisebymorethantheincreasepricedintothefixedratecanbuy
aninterestrateswapinordertopaythefixedrate(swaprate)andreceive
paymentsattheNiborrate.Iftheparticipant’sexpectationsarerealised,
thetradewillbeprofitable.

Forwardrateagreements(FRAs)areenteredintoprimarilytotakeposi-
tionsbasedontheexpectedthree-monthNiborrateonafuturedate.
AbuyerofanFRAcontractwiththree-monthNiborasthereferencerate
commitstopayingthefixedFRArateinexchangeforthree-monthNibor
onagivenfuturedate(oftenanIMMdate).Ifthree-monthNiborrisesby
morethantheincreasepricedintotheFRArate,partiesthathaveagreed
topaytheFRAratestandtoprofitinthesamewayasiftheyhadentered
intoaninterestrateswap.

1.1.6.1 Participants in interest rate derivatives markets
Participantsininterestratederivativemarketscanbedividedintotwo
groups:marketmakersandend-users.Marketmakersareinvestment
firms,includingbanks,offeringtobuyfromorsellderivativesto
end-users.Marketmakersmaketheirprofitfromthedifferencebetween
bidandaskprices.Thedifferencebetweenbidandaskpricesreflects
thepricerequiredbymarketmakersfortherisktheytakeonproviding
bindingquotes.

End-usersincludefinancialinstitutions,businesses,thepublicsector,
privateindividualsandinstitutionalinvestors.Aninstitutioncanbeboth
marketmakerandend-user.Thisisthecaseformanyofthebanksthat,in
additiontosettingprices,usederivativestomanagetheirriskortotake
positionsbasedontheirperceptionofinterestratedevelopments.

Thegovernmentcanuseinterestrateswapsasapartofgovernment
debtmanagement.Theaveragetimetorefixingofthegovernment’sdebt
portfolio(iewhenaninstrumentissubjecttoanewinterestrate)is
reducedifthegovernmententersintoagreementstoreceivepayments
atafixedinterestrateandpayafloatinginterestrate.Oneofthereasons
forusinginterestrateswapsisthatreducingtheaveragetimetorefixing
canresultinlowerinterestcosts.

1.1.6.2 Trading venues and turnover
Interestratederivativescanbetradedbothover-the-counter(OTC)and
onastockexchange,butinNorwaythemajorityareOTCtrades.OTC
derivativecanbetailoredorstandardised.Standardisedcontracts,
whichareoftentiedtoIMMdates,generatethelargestturnover.

ThemostrecenttriennialsurveyofderivativesandFXmarketactivity
conductedbytheBankforInternationalSettlements(BIS)showsthat
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totalturnoverinOTCinterestratederivativesintheNorwegianmarket
intermsofunderlyingnominalvalueinApril2022wasUSD114bn.
Interestrateswapsandforwardrateagreements(FRAs)accountedfor
USD50bnandUSD63bn,respectively,ofthetotal,whileinterestrate
optionsaccountedforunderUSD1bn.(FormoreinformationontheBIS
survey,seetheNorgesBankwebsite.)

Bond yields and bond risk premiums
Abondyieldisthecompensationaninvestordemandstolendmoneytotheissuer.Inadditionto
expectationsoffutureyields,theyieldcancontainriskpremiumstocompensateinvestorsforvarious
typesofrisk.Theriskpremiumwillusuallybedividedintomaturity,creditandliquidityriskpremiums.
Thesizeoftheriskpremiumsreflectsthelevelofuncertaintyandhowmuchcompensationinvestorswill
demandtotakeonsuchuncertainty.(FormoreinformationonriskpremiumsintheNorwegianbond
market,seealso“Renteforventningerogbetydningenavløpetidspremier”[Yieldexpectationsandthe
importanceofmaturitypremiums],Penger og Kreditt 1/2003,NorgesBank(inNorwegianonly)and
“Risikopremieridetnorskerentemarkedet”[RiskpremiumsintheNorwegianbondmarket],Penger og 
Kreditt 3/2005,NorgesBank(inNorwegianonly).)

Amaturitypremiumcompensatestheinvestorfortheriskofunfavourabledevelopmentsininterestrates
whileheorsheholdsthebond.Forexample,aninvestorwhohaspurchasedatwo-yearfixed-ratebond
wouldbeexposedtopricerisk/interestrateriskifthebondhastobesoldinayear’stime.Amaturity
premiumcanalsoarisebecauseinvestorstieupliquidityoverlongperiodswhentheyinvestinfixed-
incomesecuritieswithlongmaturities.Tocompensateforthis,investorsdemandapositiveliquidity
premiumtoinvestinfixedincomeinstrumentswithlongermaturities.Arisingyieldcurvedoesnotthere-
forenecessarilyreflectmarketexpectationsofhighershort-termyieldsinthefuture.Therearealsoother
theoriesseekingtoexplainmaturitypremiumsinthebondmarket.Ifinvestorshaveclearpreferencesfor
certainmaturities,maturitypremiumscanvaryinthedifferentmaturitysegments.

Acredit/defaultpremiumcompensatestheinvestorforlossesonabondiftheissuerfailstomakethe
agreedinterestorprincipalpayments.

Aliquiditypremiumcompensatestheinvestorfortheriskthatsellingabondpriortomaturitywithout
reducingthepricemayprovetobemoredifficultthanexpected.

Sinceuncertaintyconcerningfuturedevelopmentsnormallytrackstheriseinbondmaturities,bondswith
longerresidualmaturitiesnormallyhavehighermaturity,creditandliquiditypremiumsthancorresponding
bondswithshortermaturities.

Governmentbondyieldsandmoneymarketratesarewidelyusedasreferenceratesforotherbonds.In
theNorwegianmarket,themostcommonlyusedreferencerateisthethree-monthmoneymarketrate
Nibor.(Formoreinformationonreferencerates,see“Omlangsiktigereferanserenteridetnorske
obligasjonsmarkedet”[Onlong-termreferenceratesintheNorwegianbondmarket],Penger og kreditt 
3/2004,NorgesBank(inNorwegianonly).)Ifthereferencerateisarisk-freerate,theriskpremiumwillbe
theinvestor’scompensationforchoosingahigh-riskinvestmentratherthanarisk-freealternative.

Aregularlytradedbondprovidesanongoingpricingoftheriskassociatedwiththebond,andbondyields
arethereforeanimportantindicatorofriskandrequiredratesofreturninthemarket.

https://www.norges-bank.no/en/news-events/news-publications/Reports/market-surveys/2022/
https://www.norges-bank.no/globalassets/upload/publikasjoner/penger_og_kreditt/2003-01/valseth.pdf
https://norges-bank.brage.unit.no/norges-bank-xmlui/handle/11250/2502460
https://www.norges-bank.no/globalassets/upload/publikasjoner/penger_og_kreditt/2004-03/referanserenter.pdf
https://www.norges-bank.no/globalassets/upload/publikasjoner/penger_og_kreditt/2004-03/referanserenter.pdf
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Bondsarestandardisedloanswithoriginalmaturitiesofmorethanone
year.Abondholderisentitledtorepaymentoftheamountpaidforthe
bond(facevalue,orprincipal),aswellasinterestatapredeterminedfixed
rate(couponrate).Theprincipalmayberepaidininstalmentsonthe
couponpaymentdatesor,morecommonly,atapredeterminedtime(the
bond’smaturitydate).

Thebondmarketisanorganisedmarketforissuingandtradingbonds
andcanbedividedintoaprimaryandasecondarymarket.Theprimary
marketisamarketplaceforparticipantsneedinglong-termloansand
investorsseekingavehicleforlong-termsaving.Bondissuersborrow
moneyintheprimarymarketbyissuingbonds,whichareboughtby
investors.Banks,mortgagecompanies,thegovernmentandbusinesses
arethelargestissuersinthebondmarket.Thelargestinvestorcatego-
riesincludelifeinsurancecompanies,pensionfunds,mutualfundsand
banks.Bondsaremarketable,andpreviouslyissuedbondscanberesold
betweeninvestorsinthesecondarymarket.Thepricingofbondsthatare
regularlytradedinthesecondarymarketisanimportantsourceofinfor-
mationabouttheriskassociatedwiththeissuer.(Forfurtherdetails,see
box:Bond yields and bond risk premiums.)

InNorway,standardisedloanswithmaturitiesshorterthanoneyearare
calledshort-termpaperorTreasurybills.Theshort-termpapermarketis
discussedingreaterdetailinSection1.1 Money markets.

1.2.1 Key concepts in the bond market
Therearemanydifferenttypesofbondwithvaryingmaturity,yieldand
priorityintheeventofbankruptcy.Thissectionprovidesashortreviewof
somekeyconceptsintheclassificationofbonds.

1.2.1.1 Maturity
Mostbondshavematuritiesofonetotenyears,butsomehaveupto20
to30years.OutsideNorway,so-called“ultra-long”governmentbonds,
withmaturitiesof40to100years,havebecomesomewhatmore
common.Thetermtomaturityisdecidedbythelenderbasedonthe
demandforfinancing.Indeterminingabond’smaturity,theissuerwill
alsotakeaccountoftheinvestor’sdesiredmaturity.Bondswithredemp-
tionrightscontainclausesthatprovideeithertheissuerortheinvestor
withtherighttorequirethebondtoberedeemedbeforethematurity
date.Anissuerwiththerighttoredeemthebondcanchoosetorepur-
chasethebondfromtheinvestoratanagreedprice.Theredemption
rightforthebondholderprovidesacorrespondingrighttosellthebond
backtotheissueratapriceagreeduponinadvance.

1.2.1.2 Interest rate
Bondsthatregularlypayinterestontheirfacevaluearecalledcoupon
bonds.Bondsthatdonotpayinterestoverthelifeofthebondarecalled
zero-couponbonds.Whenissued,thepriceofazero-couponbondis
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lowerthanthefacevalueofthebondifthelevelofinterestratesinthe
economyispositive,whilethebondholderreceivesthebond’sfacevalue
atmaturity.Zero-couponbondsarecommoninternationallybutlesssoin
Norway.ThemostcommonbondsinNorwayareatypeofcouponbond
calledbulletbonds.Bulletbondspayregularinterestonfixeddatesinthe
periodtomaturityandrepaytheentireprincipalatmaturity.

Thecouponratethatispaidduringthelifeofabondcanbeeitherfixed
orfloating.Floatingratebonds,referredtoasfloatingratenotes,paya
shortreferencerate(typicallythree-monthNibor)plusafixedrisk
premium(seebox:Bond yields and bond risk premiums).Couponrates
onsuchbondsvaryinlinewiththelevelofinterestratesintheeconomy.
Afixedratebondpaysafixednominalratethroughoutitsterm.Forsuch
bonds,theinterestrateatthetimeofissuewillreflectissuerandbond-
holderexpectationsofthegenerallevelofinterestratesandtheir
compensationfortheriskassociatedwiththespecificbond.Floatingrate
bondsaremorecommonthanfixedratebondsinNorway,butallgovern-
mentbondsarefixedrate.Somebondsfeaturecouponsthatcanbe
refixedoverthelifeofthebondaccordingtospecifiedrules.

1.2.1.3 Priority
Abondisaliabilityitemontheissuer’sbalancesheet.Intheeventof
bankruptcy,differentbondshavedifferentpriorityforrepayment.
Abond’spriorityinfluencesthedegreeofcompensationinvestorswill
demandtoinvestinthebond.

Securedbondsarebondsbackedbycollateralin,andhavepreferential
claimsto,thecashflowofspecificassetitemsontheissuer’sbalance
sheet.InNorway,forexample,coveredbondshaveapreferredclaimon
adefinedselectionofhigh-qualityassets.Coveredbondsareused
extensivelyinthebankingsystemtofinanceresidentialmortgages
(seebox:Secured funding).Preferredclaimsorcollateralintheformof
specificassetsreducetheriskthatinvestorswillnotberepaid.

Unsecuredbondsarecalledseniorbonds.Thesearenotbackedby
collateralintheformofspecificassetsbutrepresentageneralclaimon
theissuer.

Bondswithlowerprioritythanseniorbondscanbedescribedassub 
ordinated loan capital.Subordinatedloancapitalcomprisesvariouskinds
ofbonds.Non-preferredseniordebthasthehighestpriority,followedby
subordinateddebtandfinallypreferredcapitalsecurities,including
contingentconvertiblebonds(CoCos).Equitycapitalmustabsorblosses
firstiftheborrowerbecomesinsolvent.

Convertiblebondsalloworrequirebondholderstoconvertbondsinto
sharesinthesamecompanyatanagreedprice.Thecriteriaforwhen
conversioncantakeplacevaryfordifferentbonds.Inrecentyears,
CoCoshavebeenwidelydiscussed.Thesearebondsissuedbybanks
thatarecontractuallywrittendownorconvertedintoequityiftheissuer’s
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capitallevelsfallbelowapredeterminedlevel.Withthesekindsofbonds,
bondholdersriskincurringlossesbeforeequitycapitalisfullydepleted.
(ReadmoreaboutCoCosinStaff Memo 19/2014,NorgesBank.)

Bondscanalsobecategorisedaccordingtotheprojectstheyfinance.
Greenbondsareanexampleofloansthatfinanceenvironmentally
friendlyprojects.OsloBørshasaseparatelistforgreenbonds.Projects
aresubjecttoanindependentassessmentbeforetheycanbelistedon
OsloBørs’greenbondslist.Globally,thereareanumberofdifferent
frameworksforclassifyinggreenbonds.

1.2.2 Norwegian bond issuers
TheNorwegianbondmarketconsistsofbondsissuedunderNorwegian
legislation.Issuersinthebondmarketaregenerallythesameasinthe
moneymarket.ThelargestissuersintheNorwegianbondmarketarethe
government,thebankingsectorandnon-financialinstitutions(busi-
nesses)(Table1.1).Localgovernmentsalsoobtainfundingtosome
degreebyissuingbonds.

1.2.2.1 The central government
ThecentralgovernmentisthelargestsingleissuerintheNorwegian
bondmarket.Thebondsitissuesarecalledgovernmentbonds.The
governmentalsohasTreasurybillsoutstanding,whicharedescribedin
greaterdetailinSection1.1 Money markets.Governmentbondsare
issuedinNOKwithafixedcouponratepaidannually.Thebondsare
bulletbonds,ietheprincipalisrepaidatmaturity.

Bycomparisonwithothercountries,theNorwegiangovernmentbond
marketissmall.Governmentsnormallyborrowmoneytocoverbudget
deficitsandtostrengthentheirforeignexchangereserves.However,the
Norwegiangovernmenthasapositivenetforeignassetpositionandalso
hasaNOKliquidityreservefordailypayments.Nevertheless,the
Norwegiangovernmentdoesborrowacertainamount,tofundlending
andprovidecapitalinjectionsforstatebanksandothergovernment
lendingschemes.Thegovernmentlendingschemesthatarefundedby
issuinggovernmentdebtincludetheNorwegianStateEducationLoan
Fund,theNorwegianStateHousingBank,theNorwegianPublicService
PensionFundresidentialmortgageprogrammeandExportCreditNorway.

TABLE 1.1 Issuer categories in the Norwegian bond market. Volumes outstanding at year-end, in billions of NOK

2015 2016 2017 2018 2019 2020 2021 2022 2023

Banksandmortgagecompanies 772 830 857 915 937 1060 1025 1132 1279

Centralgovernment 338 383 390 405 404 490 491 561 545

Localgovernment 83 90 99 104 120 133 147 157 173

Norwegiannon-financialenterprises(firms) 268 272 305 321 323 363 422 414 424

Othercountries 248 268 284 296 323 351 425 442 485

Other 16 19 24 22 23 24 25 24 27

Total 1 725 1 862 1 959 2 064 2 131 2 422 2 535 2 730 2933

Source:StatisticsNorway

https://www.norges-bank.no/en/news-events/news-publications/Papers/Staff-Memo/2014/Staff-Memo-192014/
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Governmentbondsareclaimsonthegovernment,andthecreditrisk
associatedwiththesebondsisconsideredtobeverylow.Government
bondsarealsotypicallyliquid,ietheycaneasilybesoldwithoutsubstan-
tiallyaffectingthemarketprice.Governmentbondsthereforeofferlower
yieldsthancorporatebonds.Inmanycountries,governmentbondyields
playanimportantroleintheeconomyasreferenceratesforthevaluation
ofotherbondsandfinancialinstruments(seebox:Bond yields and bond 
risk premiumsinSection2).InNorway,thegovernmentseeksto
distributebondsacrossdifferentmaturitiestoprovidereferencerates
forgovernmentbondswithmaturitiesuptotwentyyears,thereby
contributingtotheefficiencyofthefinancialmarket.

1.2.2.2 Local governments
Norwegianmunicipalitiesandcountiesareasmallerissuercategoryin
theNorwegianbondmarket.Themunicipalitiesalsoborrowsubstantially
throughKommunalbanken,whichprimarilyobtainsfundinginbond
marketsabroad.

1.2.2.3 Banks and mortgage companies
Thebankingsectoriscomprisedofbanksandbank-ownedmortgage
companiesandisthelargestissuercategoryintheNorwegianbond
market(seeTable1.1).Adistinctionisusuallymadebetweenbondsthat

Norwegian banks’ and mortgage companies’ bond funding 
abroad
Norwegianbanksandmortgagecompaniesobtainasubstantialshareoftheirbondfundinginforeign
currency.Atend-2023,approximately40%ofbondfundinginNorwaywasissuedinaforeigncurrency
(Chart1.A).MostofthebondsareissuedinEUR,butthebanksalsoissuebondsinalargenumberof
othercurrencies,primarilyUSD,SEK,CHFandGBP.Mortgagecompaniesselllargevolumesofcovered
bondsinforeignmarkets(seebox:Secured funding).

Chart 1.A Bond debt of Norwegian banks and 
covered bond mortgage companies
By currency and type of bond. Percent
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SomeoftheforeigncurrencyfundingobtainedbyNorwegianbanksisusedtofinanceassetsinthe
samecurrency.TheremainderisconvertedandprimarilyusedtofinancelendinginNOK.Toconduct
thisconversion,banksutilisederivativescalledforeignexchange(FX)swapsandinterestrateswaps
(seebox:Derivatives).BanksuseFXswapstoexchangeFXfundingforNOKtoday,whileagreeingto
reversethetransactionatanagreedtimeinthefuture.ThisprovidesbankswiththeNOKtheyrequire
andensuresthattheFXwillbereturnedintimetopaybackthebondholderatmaturity.Banksuse
interestrateswapstoexchangetheinterestpaymentsonfixedratebondsforfloatinginterestrate
payments.Floatinginterestratesonfundingreducesbanks’risk,asmostloansofferedbybankscarry
floatinginterestrates.

SuchFXandinterestrateswapscaneitherlastforthelifeofthebondorbankscanrolloveraseriesof
shorterswaps.CoveredbondmortgagecompaniesutilisecombinedinterestrateandFXswaps,called
cross-currencybasisswaps,whichlastforthelifeofthebondandarethusfullysecureduntilmaturity.

(Foramoredetailedreviewofthebankingsystem’sbondfundingabroad,see“Norwegianbanks’
foreigncurrencyfundingofNOKassets”,Staff Memo 2/2014,NorgesBank.)

aresecuredonbanks’assetsandthosethatarenot.Bondsthatarenot
securedcanbefurtherclassifiedbasedontheirprioritisation(sub-
ordination)intheeventthebankmustbewounduporotherwise
becomessubjecttorecoveryorresolutionbytheauthorities.Norwegian
banksandmortgagecompaniesalsoraisesubstantialfundinginforeign
bondmarkets(seebox:Norwegian banks’ and mortgage companies’ 
bond funding abroad).

Thebondmarketprovideslong-termfundingforbanksandmortgage
companieswithmaturitiesthatmorecloselymatchthematuritiesoftheir
loanstohouseholdsandbusinesses.Inaglobalcontext,theNorwegian
bankingsystemhasacomparativelyhighshareofbondfunding.

Bankshaveestablishedspecialisedmortgagecompaniesthathave
takenonsomeoftheirresidentialandcommercialmortgages.These
mortgagecompaniesissuecoveredbondsbackedbythesemortgages.
(Forfurtherdetails,seebox:Secured funding.)Atend-2023,thevolume
outstandinginthemarketforNorwegiancoveredbondswasabout
NOK830bn,orapproximately40%oftheNorwegianbondmarketasa
whole.Mostbanksjointlyownmortgagecompanieswithotherbanks,
whilethelargestbanksowntheirownmortgagecompanies.Issuing
coveredbondsviajointlyownedmortgagecompaniesmeansthat
smallerbanksalsohaveaccesstoalargerfundingmarket.Mostcovered
bondsintheNorwegianmarketareissuedatafloatingrate,asmostresi-
dentialmortgagesfundedbythecoveredbondsarefloatingrateloans.

1.2.2.4 Non-financial firms (businesses)
Fornon-financialfirms,bondsareanalternativetobankloans.Most
Norwegianbusinessesaretoosmalltoissuebonds,andnearlyallcredit
tobusinessesischannelledviabanks.Inrecentyears,however,an

https://www.norges-bank.no/en/news-events/news-publications/Papers/Staff-Memo/2014/Staff-Memo-22014/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Staff-Memo/2014/Staff-Memo-22014/
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increasingnumberofbusinesseshaveobtainedfundingintheNorwegian
bondmarket,andtherehasbeenanincreaseinthevolumeofbonds
outstanding(Table1.1).Norwegianregulationsrelatingtotheissuanceof
bondsaremoreconciseandstandardisedthantheyareinmanyother
countries,whichhasprobablyfacilitatedaccesstotheNorwegianbond
marketforagreaternumberofsmallNorwegianfirmsandalsosome
foreignbusinesses.

Businessescanhavevariousmotivesforobtainingfundinginthebond
market.Insomeinstances,abusinesscansecuremorefavourable
fundingconditionsinthemarketthanthroughabank,whileinother
casesthebondmarketprovidesfundingopportunitiesforbusinesses
thatarenotabletoobtainbankloans.

Previously,theNorwegianbondmarketwasprimarilyusedbyfirmsinthe
powersector.Sectorssuchasoil,gasandshippingnowaccountfor
substantialsharesofthevolumeofbondsoutstanding.Today,asubstan-
tialnumberofbondsintheNorwegianbondmarketareissuedbybusi-
nesseswithhighcreditrisk,knownashigh-yieldbonds,alsocalledjunk
bonds.Atend-2023,high-yieldbondsaccountedforabouthalfofthe
volumeofcorporatebondsoutstanding.High-riskfirmsincludeanumber
offoreignissuers.Sincesomebusinesses’revenuesareinforeign
currency,alargeshareofthesebondsisalsodenominatedincurrencies
otherthanNOK,particularlyUSD.

Fixedratebondsaremorecommoninthecorporatebondmarketthanin
thebankbondmarket.Fixedcouponpaymentsprovidebusinesseswith
morepredictability.Asset-backedbondsarerelativelycommonamong
businesses,particularlyintherealestate,oil,gasandshippingsectors,
wherebuildings,ships,oilrigsandotherfixedassetsserveascollateral.

1.2.3 Bond investors
ThelargestinvestorcategoriesintheNorwegianbondmarketarelife
insurancecompanies,pensionfunds,banksandmutualfunds(Table1.2).
Foreigninvestorsarethedominantcategoryinthegovernmentbond
marketand,comparedwithothercountries,theshareofbondsheldby
foreigninvestorsishighinNorway.

TABLE 1.2 Investors in the Norwegian bond market. Holdings at year-end, in billions of NOK

2015 2016 2017 2018 2019 2020 2021 2022 2023

Banksandmortgagecompanies 397 453 479 542 536 734 662 792 842

Centralogvernment 92 105 109 98 91 120 144 165 142

Mutualfund 241 255 278 288 303 324 356 338 365

Lifeinsurancecompaniesandpensionfunds 350 380 396 402 396 411 424 447 478

Non-lifeinsurancecompanies 72 62 65 61 59 60 58 60 63

Othercountries 487 519 548 592 672 699 802 782 889

Other 85 87 84 82 73 74 89 92 104

Total  1 725  1 862  1 959 2 064 2 131 2 422 2 535 2 676 2884

Source:StatisticsNorway
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Lifeinsurancecompaniesandpensionfundshavelong-termobligations
andhavetraditionallyinvestedinbondswithlongmaturitiesandlow
creditrisk.Theseparticipantsarethereforesubstantialinvestorsinthe
governmentbond,coveredbondandmunicipalbondmarkets,although
theyalsopurchasebondsissuedbybusinesseswithlowcreditrisk.In
manycases,bondsareheldtomaturity.Inrecentyears,thegovernment
bondandcoveredbondholdingsoflifeinsurancecompaniesand
pensionfundshavefallen.Thismayberelatedtotheseinvestors’nominal
requiredrateofreturn,whichhasbeenhigherthantheyieldsongovern-
mentbondsandcoveredbonds,whichhavebeenlow.(Readmorein
Section2.6 Insurance companiesandSection2.7 Pension funds.)

Banksalsoholdmarketablegovernmentbonds,coveredbondsand
municipalbondsmostlyasabufferagainstliquidityoutflows,sothatthey
cansellsomeoftheseliquidholdingsinthemarketintheeventofa
liquidityshortfall.Banks’holdingsofgovernmentbondsandcovered
bondshaveincreasedinrecentyears,reflectingnewregulatoryrequire-
mentsforthecompositionandsizeofbanks’liquidityportfolios.Both
governmentbondsandcoveredbondsareamongthesecuritiesthat
havebeenapprovedasliquidassetsundertheLiquidityCoverageRatio
(LCR)requirement.(ReadmoreinSection2.3.6 Liquidity regulation.)

Mutualfundsmanagesavingsonbehalfoftheircustomers.Thekindof
securitiestheindividualfundinvestsindependsonthekindofsavings
producttheyselltotheircustomers.Somepensionfundsonlyinvestin
governmentbonds,whileothersbuyhigh-yieldbonds.Mutualfundsare
thelargestinvestorcategoryinthebankbondmarket,andtheyalsobuy
coveredbondsandmunicipalbonds.(ReadmoreinSection2.8 Mutual 
funds.)

1.2.4 Primary bond market
Themarketforissuingbondsiscalledtheprimarymarket.Itisatrading
venuewhereparticipantswithlong-termborrowingneedscanmeet
thoseseekinglong-terminvestment.Bondsareissuedbymeansofwhat
isknownasabook-buildingprocess(syndication)orthroughprivate
placements.Governmentbondsarealsoissuedatauctions.Issuerscan
increasethevolumeoutstandingofabondissueanumberoftimesinthe
primarymarket.Suchincreasesarecalledtapissuesorreopenings.

1.2.4.1 Auctions
NorgesBankmanagesNorway’sgovernmentdebtunderamandatefrom
theMinistryofFinance.Basedonthegovernment’sestimatedborrowing
requirementandtheMinistryofFinance’slimitsforgovernmentdebt
management,NorgesBankpublisheseachDecemberthestrategyand
borrowingprogrammeforthecomingyear.Auctiondatesandestimated
borrowingvolumesareregularlyannouncedbyNorgesBankinorderto
promotetransparencyinthemarket,whichcanresultinlowerborrowing
costsforthegovernmentbyreducinguncertaintyamonginvestors.
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Since2018,newgovernmentbondshavebeenissuedbysyndication.
Existinggovernmentbondsarereopenedinuniformpriceauctionson
Bloomberg’sauctionplatform.Inuniformpriceauctions,allthe
successfulbiddersinanauctionpaythepricequotedbythelowest
bidder,unlikemulti-priceauctions,wherebidderspaythepricethey
submitted.Intheauctions,bidderssubmitbidsforthequantitytheywant
toinvest(volume)andthepricetheyarewillingtooffer.Ahighprice
meansalowyieldforthegovernment.Thebidsarerankedinorderof
price,fromhighesttolowest.

Governmentbondauctionswerepreviouslyopentoanyone.Since2006,
onlyselectedbanks,calledprimarydealers,areauthorisedtoparticipate
directlyintheauctions.NorgesBankGovernmentDebtManagementhas
enteredintoanagreementwithprimarydealersgivingthemtheexclusive
rightandobligationtoparticipateingovernmentbondauctions.Theyare,
however,notobligatedtodeliveraspecificbidvolumeperauction.The
primarydealersacceptbidsonbehalfofcustomerswishingtoinvestin
theNorwegiangovernment.Alternatively,primarydealerscanbuythe
securitiesthemselvesandthenresellthemtointerestedinvestorsinthe
secondarymarket.

1.2.4.2 Book-building process
Bondsareoftenissuedthroughwhatisreferredtoasabook-building
process.Bookbuildingbeginswithanissuerinneedoffunding.This
issuercontactsoneormoreunderwriters.Issuersnormallyindicatethe
amountoffundingtheyneedandthepricetheyarewillingtopay.The
underwriterassiststheissuerinpreparingthebondissue.Theunder-
writercontactspotentialinvestorsand“buildsabook”inwhichinvestors
indicatetheamounttheywanttobuyandthepricetheyarewillingtopay.
Asinglebondcaninvolvemultipleinvestors.Theissuercanadjustthe
volumeandpriceofthebonddependingondemandinthemarket.
Bondsarecommonlyoversubscribed,butwhentheyareundersub-
scribed,theunderwritermaybeobligedtobuythedifferencebetween
whattheissuerwishestosellandtheotherinvestorswishtobuy.The
underwritercanalsoofferderivativestoissuersandinvestorssothat
theycanalterthefixedrateorconverttoanothercurrency.Theentire
processisnormallyconductedoverashortspaceoftimeandtheissuer
paystheunderwriterfortheseservices.Issuersoftenadvertisebond
issuancesinadvance.Thisisespeciallycommoniftheissuerisnot
knowntotheinvestors.

1.2.4.3 Private placements
Smallerbondscanbeissuedthroughwhatarereferredtoasprivate
placements,wherethebondsaresoldtoafewinvestorswithout
advertising.Inmanycases,thereisonlyoneinvestorwhobuystheentire
placementandwhomayhaveinitiatedthetransaction.Insuchcases,the
issuerwilloftenadaptthebond’ssize,maturityandothertermstosuitthe
investor.Anissuermaypreferaprivateplacementtomarketfundingina
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turbulentmarketorbecausethepricewillgenerallybelowerwhenthere
isaninvestorwhowantsaspecialissue.

1.2.5 Secondary bond market
Someinvestorsbuybondstoholdtomaturity,whileotherswillbeinter-
estedinthepossibilityofresellingthebondstoanotherinvestorbefore
theymature.Themarketwhereinvestorspurchasebonds(andsecurities
ingeneral)fromotherinvestorsiscalledthesecondarymarket.

Therearedifferentformsofbondtrading.ListedbondsinNorwayare
availableontheOsloBørselectronicsystemfordirecttradingbetween
investors.Thisformoftradingisnotwidelyused.Amorecommonformis
over-the-counter(OTC)trading,wherebuyersandsellerscontactone
another.Abondbrokeroftenactsasintermediaryforthesetradesand
helpsinvestorsfindcounterpartiesforthetransaction.Brokerscan
themselvesalsoactascounterpartyuntiltheyfindanotherinvestor,a
processreferredtoasmarket-making.Buyerandsellerbothsubmit
ownershiptransferinformationtotheNorwegianCentralSecurities
Depository(VPS),whichcheckstheinformationforaccuracy.Tradesare
normallysettledtwodaysaftertheyhavebeenreportedtotheVPS.
(ReadmoreinSection3.3 Securities settlement (VPO).)

Bondsthatareexpectedtobewidelytradedinthesecondarymarketare
oftenlistedonthestockexchange.Bondslistedontheexchangecan
alsobetradedelectronicallyontheexchange’selectronictradingplat-
form.Someinvestorsrequirethebondstheyinvestintobelistedonthe
exchange.Listingprovidesissuerswithaccesstoawiderinvestorbase.
Itcanalsoimprovetheliquidityofthesecurities,leadingtolowerliquidity
premiumsforissuers.(Readmoreonliquiditypremiumsinbox:Bond 
yields and bond risk premiums.)Bondscanalsoberegisteredinalterna-
tivetradingvenues,suchasOsloABM(AlternativeBondMarket),whichis
subjecttolessextensivereportingrequirements.

1.2.5.1 Secondary government bond market
Theprimarydealersareobligatedtoquotefirmbidandaskpricesfor
aminimumvolumeofallthegovernmentbondsoutstandingonthe
BloombergE-Bondtradingsystem2.Primarydealersthusactasgovern-
mentbondmarketmakers.Thisimprovesliquidityinthegovernment
bondmarketandensuresthatupdatedinformationoneffectivegovern-
mentbondyieldsisavailableatalltimes.Liquidityandreliableinforma-
tionareimportantforgovernmentbondyieldstofunctionasreference
ratesandcanreducethegovernment’sborrowingcosts.Mostare
agreedupondirectlybetweenthetradingparties.Primarydealerscan
borrowbondsfromthegovernmentinordertobeabletoquoteask
pricesatanygiventime.Thegovernmentcanlendgovernmentbondsto
primarydealersonrequestforuptoaweekatatime.Thegovernment
hasitsownstockofallitssecuritiesforthispurpose.Government
securitiestradingprimarilytakesplaceOTCandonorganisedtrading
venuessuchasBloomberg,EurexBondsandTradeweb.

2 DetailedtermsandconditionsforprimarydealersareavailableonNorgesBank’swebsite.

https://www.euronextvps.no/
https://www.euronextvps.no/
https://www.norges-bank.no/en/topics/Government-debt/Secondary-market/
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1.2.5.2 Secondary market for other bonds
Forotherbondsaswell,mosttradingtakesplaceinthesecondary
marketviabondbrokers.Brokersactasmarketmakersforgovernment
bondsaswellasothersecurities.Brokersoftenquoteindicativeprices,
iethepricestheymightbewillingtobuyorsellthebondsfor.Customers
mustmakecontacttoobtainprecisepricequotesandtoexecutetrades.

BothNorwegiancoveredbondsandotherbondscanbelistedonOslo
Børs,butthevastmajorityoftradestakeplaceOTC.In2014,OsloBørs
introducedareferencelistforNorwegiancoveredbondsthatmeet
certainrequirementsforsizeandinvestorbasediversity.Forthebonds
onthislist,indicativepricesarequotedcontinuouslythroughtheday.
Thereferencelistisintendedtoimprovetheliquidityofthesecuritiesand
topromotethemtoinvestors.

1.2.6 Other bond market participants
Creditratingagenciesassessthecreditqualityofissuersandtheir
bondsandissuescreditratingsonaratingscale.Creditratingscanbe
regardedasanassessmentoftheprobabilityof(securityfor)repayment
andthusgivesanimplicitpictureofexpectedlosses.Marketpricingof
riskassociatedwithissuersandbondsisthereforecloselylinkedtothe
creditratingstheyachieve.

Asinglebondissueofteninvolvesalargenumberofinvestors.Atrustee
isusuallyappointedtoactonbehalfofallthebondinvestorsand
promotetheirinterestsvis-à-vistheissuer.InNordicbondmarkets,the
NordicTrusteecompanyoftenactsastrustee.Thepresenceofatrustee
isimportantinthatitprovidesassurancetobondinvestorsthattheir
rightsarebeingsafeguarded.

1.3 Foreign exchange
Currencyisthegenerictermforacountry’smonetaryunit.TheNorwe-
giankrone(NOK)isNorway’scurrency.Theforeignexchange(FX)market
isthemarketforthepurchaseandsaleofcurrencies.Theexchangerate
isthepriceofonecurrencyintermsofanotherandisdecidedintheFX
market.Exchangingonecurrencyforanotherorusingtraveller’scheques
accountforaverysmallshareoftheactivityintheFXmarket.Inpractice,
mostcurrencyexchangetakesplacewhendepositsinonenational
currencyinabankingsystem(forexampleNOKinaNorwegianbank)are
transferredanddepositedinanothercurrencyinthiscurrency’sbanking
system(forexampleSwedishkrona(SEK)inaSwedishbank).Theway
currencytradesaresettledisexplainedinSection1.3.3 Trading structure 
and turnover in the FX market.Therearecertainrisksassociatedwiththe
settlementofcurrencytrades,wheretimedifferencesbetweennational
settlementsystemsinvolvedinthetradescanbeconsiderable.Thisis
discussedinSection3.2.3 Foreign exchange settlement risk and the CLS 
foreign exchange settlement system.Alistofstandardcurrencycodesis
available(seebox:Currency codes (ISO 4217)).
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1.3.1 FX market
Intermsofturnover,theFXmarketistheworld’slargestfinancialmarket.
Itisopenalmosteveryday,24hoursaday.Thereisnotonecentralised
market,butaworldwidecollectionoftradingvenues.ForNOK,most
tradestakeplaceabroad,in,amongotherplaces,London,NewYork,
CopenhagenandStockholm.TheFXmarketisoneofthemarketssubject
tofewestregulationsandrequirementsimposedbytheauthorities.

Theexchangerateexpressesthetermsoftradebetweentwodifferent
currencies,oftencalledacurrencycrossoracurrencypair.Therateis
givenasthepriceofoneunitofacurrency,referredtoasthebase
currency,intermsofanother,referredtoasthequotecurrency.Forthe
euro,theEuropeanCentralBank(ECB)recommendsusingEURasthe
basecurrency,ieexpressingthevalueofoneeuroinforeigncurrency.

AnexchangerateisdeterminedbysupplyanddemandintheFXmarket.
Supplyanddemandforforeigncurrenciesaredeterminedbytrans-
actionsrelatedtointernationaltradeingoodsandservices,interest
accrualsandotherpaymentsbetweencountries,andinternational
capitalflowssuchasforeigninvestmentordebt.Speculativecapital
transactionsaccountforasubstantialshareofthetransactionsintheFX
market.Traditionalmodelsseekingtoexplainexchangeratedevelop-
mentsoverthesomewhatlongertermareoftenbasedondevelopments
inmacroeconomicvariables,suchasinterestrates,inflationandoutput.
Overtheshortterm,exchangeratesareaffectedbyanumberof
technicalmarketconditions.

Currency codes (ISO 4217)
ISO4217isaninternationalstandardforcurrencycodesestablished
bytheInternationalOrganizationforStandardization(ISO).The
codeswereintroducedin1978.Thestandardisbasedonthree
lettersandhasmadeitpossibletostandardisedataprocessingfor
differentcurrenciesasspecialsymbolssuchas$(USdollar),€(euro)
and£(poundsterling)weretherebyrenderedsuperfluous.Thefirst
twolettersarebasedontheISO316-1alpha-2countrycodesand
designatethecountry.Thesecodesarethesameasthoseusedfor
websites.Thelastletterdesignatesthecurrencytype.Forthe
Norwegiankrone,thecodeisNOK,NOforNorwayandKforkrone.
Inthesameway,thecodefortheUSdollarisUSDandthecodefor
thepoundsterlingisGBP.Animportantexceptionisthecurrency
codefortheeuro,whichisEUR.
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1.3.2 FX market instruments
1.3.2.1 Spot trades
ThemostcommonFXmarkettransactionsarespotexchangedtrades,
whicharethepurchaseorsaleofcurrencyforimmediatedelivery.
Formostcurrencypairs,spottradingmeansthatsettlementwilltake
placetwobusinessdaysafterthetradehasbeenagreed,althoughsome
currencypairsalsosettlethedayafterthedayofthetrade.

1.3.2.2 Forward trades (outright forwards)
Itisalsopossibletoenterintoagreementstosettleatalaterdate.Such
contractsarecalledoutrightforwardcontracts.Theexchangerateused
inanoutrightforwardcontractiscalledtheforwardexchangerate,which
isthespotrateadjustedfortheinterestratedifferentialbetweenthetwo
currenciesduringtherelevantmaturity.Thisadjustmentiseithercalled
theforwardpremiumorforwarddiscount,dependingonwhetherthe
interestratedifferentialispositiveornegative.Thedesignationof
forwardtradesas“outright”indicatesthat,unlikeswapagreements,they
willnotbereversedatalaterdate.

1.3.2.3 FX derivatives
Derivativesareinstrumentswhosevalueisdeterminedbyfluctuationsin
thevalueofanunderlyingasset.Themostcommonlyusedderivativesin
theFXmarketareFXswapsandFXoptions(seebox:Derivatives).

FXswapsarewidelyusedbybankstomanageliquidityinbothNOKand
foreigncurrency.Banksagreetoexchangeonecurrencyforanotherfora
shortorlongperiod.Theprocessisreversedwhentheforwardcontract
issettled.TurnoverintheFXswapmarketishighestforcontractswith
maturitiesofuptooneyear.AsFXswapscarrynoexchangerateriskfor
banks,theyareusefulforpartieswishingtohedgeforexchangerate
movements.

FXoptionsareoftenusedtohedgeforlargeundesirableexchangerate
changesbutarealsousedtotakespeculativepositionsintheFXmarket.
FXoptionsareprimarilytradedOTC(seebox:Turnover in securities: 
Exchange-traded and OTC).

1.3.3 Trading structure and turnover in the FX market
BankshavetraditionallyhadanimportantmarketmakerroleintheFX
market,byquotingfirmbidandaskpricesfortrades.Previously,theFX
marketwaslargelybasedontelephonecommunicationbetweenbanks.
Voicebrokerswereimportantparticipantsinthemarketandcontributed
toawell-functioningmarketbycommunicatingpricesbetweenmarket
makersviaopenlandlines.Today,asubstantialshareofFXtradingtakes
placeonelectronictradingplatforms.Inrecentyears,othernon-bank
participants,ielargefinancialmarketparticipantssuchashedgefunds
andotherhighfrequencytraders(HFT),havealsobeguntoactasmarket
makersintheFXmarket.Theseparticipantscantradevialargeinter-
nationalbanksusingspecialcounterpartycodesandusingbankcredit
lines,forwhichbankschargefees.Suchparticipantswilloftenbasetheir
FXtradesonalgorithms.
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Analgorithmisacomputerprogramusedtoquotepricesormake
investmentdecisionsinfinancialmarkets.Anexampleofthisispricing
algorithmsthatautomaticallyquoteabank’sbidandaskpricesuptoa
certainvolume.Algorithmscanalsobeprogrammedtodivideuplarge
transactionsintomanysmalltradeswithinagivenperiodinordertolimit
exchangerateeffects.Inaddition,theycanbeusedtoidentifyexchange
ratetrendsorcanbeprogrammedtobuyorsellforeignexchangeif
financialkeyfiguresdifferfrommarketexpectations.ElectronicBroking
Services(EBS)wasthefirstplatformtofacilitatealgorithmictradinginthe
spotmarket.Algorithmscanchangepricesalargenumberoftimesper
second.ElectronictradingvenuessuchasRefinitivandEBShave
decidedthattradablepricesquotedbymarketmakerscannotbe
withdrawnuntilacertainamountoftimehaspassed,forexampleone
second,evenifnotradesaremadeatthatprice.Thisisreferredtoasthe
minimumquotelife.

1.3.3.1 Electronic FX trading
ElectronicFXtradinghasgainedgroundsincetheendofthe1980s,when
Reutersofferedanelectronicsystemwherebankscouldaskforprices
(exchangerates)forvariouscurrencypairs.Systemswereeventually
launchedwherebankscouldsubmithowmuchtheywerewillingtobuyor
sellatagivenprice.Today,thecompanyRefinitivisamajorinternational
tradingplatformfortradesincurrencypairssuchasGBP/USD,EUR/GBP,
AUD/USD,NZD/USD,USD/CAD,Nordiccurrencies(EUR/NOK,EUR/SEK
andEUR/DKK)andseveralemergingeconomies’currencies.Tocompete
withRefinitiv,anumberofmajorinternationalbanksjointlyestablished
ElectronicBrokingServices(EBS)in1990.Today,EBSisthemostwidely
usedplatformforthecurrencycrossesEUR/USD,USD/JPY,EUR/JPY,
USD/CHFandEUR/CHF.Previously,themarketwasprimarilyshared
betweenRefinitivandEBS,butalargenumberofdifferentelectronicFX
tradingplatformshavesincebeenestablished.Thesearemultibank
platforms,wheremultiplebanksmakeprices,orsingle-bankplatforms.
ThelargestmultibankplatformsareRefinitivFXAll,360TandCurrenex.
BloombergalsooffersitscustomerstheopportunitytotradeFX
electronicallyviatheFXGOplatform.

Inordertofacilitatestandardisationandincreaseefficiencyinthe
exchangeofconfirmations,paymentordersandaccountinformation
betweenfinancialinstitutions,SWIFT(theSocietyforWorldwide
InterbankFinancialTelecommunications)wasestablishedin1973by
239banksfrom15differentcountries.In2022,morethan11000financial
institutionsinover200countriesusedthesystemandmorethan8bn
messagesweresentviaSWIFT.TheSWIFTmainofficeisinBrussels.

1.3.3.2 Turnover in NOK
AstheFXmarketisnotacentralisedmarketvenue,acquiringacomplete
overviewofallitsactivitiesisdifficult.TheBIShasconductedtriennial
surveysofglobalFXmarketactivitysince1989(seetheBISwebsitefor
moreinformation).

https://www.bis.org/publ/rpfx16.htm
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TheBISsurveyisextensive,andcloseto1200financialinstitutionsacross
52jurisdictionsparticipatedinthe2022survey.Table1.3showsaverage
dailyturnoverintheNorwegianFXmarketaccordingtosurveydata
(ReadmoreontheNorgesBankwebsite).Someturnoverisinthespot
marketbutmostisintheforwardmarket.Virtuallyalltradesinthe
forwardmarketinvolveFXswaps.FXoptionsandcrosscurrencybasis
swapsaccountforaverysmallportionofturnover.

IntheNOKspotmarket,turnoverhastraditionallybeenhighestinEUR,
whileintheNOKFXswapmarket,turnoverhasbeenhighestagainstUSD.
IfaNorwegiancustomerwantstobuyUSDwithNOK,thecustomer’s
bankwillprobablyfirstuseNOKtobuyEURandsellEURforUSDsimulta-
neously.Thetransactionisconductedinthismannerbecausethese
marketsaresomewhatmoreliquidthanthemarketforUSDpurchased
withNOK.Globally,spotturnoverisgreatestinUSD,EURandJPYagainst
othercurrencies.IntheFXswapmarket,USDisthemainbenchmark
currency.

1.3.3.3 Reference exchange rates
OsloBørshaslistedofficialexchangeratesinNorwaysincethestock
exchangeopenedin1819anduntil1September2001,whenNorgesBank
tookover.Exchangeratelistingisnownormallyundertakendailyat2.15
pm.Theratesarenotbindingandareonlymeanttoprovideasnapshot
oftheFXmarket.Startingon1July2016,theEuropeanCentralBank(ECB)
tookoverthequotingofexchangeratesandthepublicationtimewas
thenmovedfrom2.30pmtoaround4pm.Thebackgroundforthisisthe
ECB’sviewthattheratesareforinformationalpurposesonlyandshould
notbeusedfortransactionpurposes(seeECBpressreleaseof
7December2015).

Exchangeratesfluctuateconsiderablyoverthecourseofaday,and
officialexchangeratelistingsatfixedtimesareneededinorderto

TABLE 1.3 Average daily turnover in Norway’s FX market in April. In billions of NOK and percent of total

1998 2001 2004 2007 2010 2013 2016 2019 2022

Spot 22.5
(33.6%)

31.1
(26.4%)

18.9
(18.9%)

20.8
(10.8%)

13.6
(10.4%)

15.9
(12.8%)

112.0
(33.7%)

13.4
(5.4%)

22.6
(10.4%)

Forwards 44.1
(65.8%)

85.8
(72.8%)

80.7
(80.7%)

170.7
(88.7%)

114.5
(87.2%)

106.7
(85.8%)

219.0
(65.8%)

239.17
(93.1%)

193.94
(88.9%)

-ofwhichoutright 1.2
(1.8%)

3.8
(3.2%)

3.2
(3.2%)

14.5
(7.5%)

10.8
(8.2%)

3.2
(2.6%)

5.4
(1.6%)

4.4
(1.7%)

6.3
(2.9%)

-ofwhichFXswaps 42.9
(64.0%)

82.0
(69.6%)

77.5
(77.5%)

156.2
(81.2%)

103.7
(79.0%)

103.5
(83.2%)

213.6
(64.2%)

234.8
(91.4%)

187.6
(86.0%)

Crossswaps
-

0.2
(0.1%)

0.1
(0.1%)

0.3
(0.2%)

2.4
(1.8%)

0.9
(0.8%)

0.6
(0.2%)

3.1
(1.2%)

1.1
(0.5%)

FXoptions 0.4
(0.6%)

0.9
(0.7%)

0.3
(0.3%)

0.7
(0.3%)

0.8
(0.6%)

0.7
(0.6%)

1.0
(0.3%)

0.5
(0.2%)

0.5
(0.2%)

Total 67.0
(100%)

117.9
(100%)

100.0
(100%)

192.5
(100%)

131.4
(100%)

124.3
(100%)

332.7 
(100%)

256.9
(100%)

218.2
(100%)

Sources:BISandNorgesBank

https://www.norges-bank.no/en/news-events/news-publications/Reports/market-surveys/2022/
https://www.ecb.europa.eu/press/pr/date/2015/html/pr151207.en.html
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measurethevalueofFXpositions.Acommonlyusedofficialbenchmark
exchangerateistheWM/RefinitivFix,whichisfixeddailyat4pmGMT.
Thisrateisoftenusedbyinternationalbanksandmanagersinportfolio
valuation.Tomakeitmoredifficulttomanipulatethebenchmark,thefixing
window,ietheperiodinwhichpricedevelopmentsareusedtocalculate
thefixrate,hasbeenwidenedto2½minutesbeforeandafterthetimeof
publication.Formostcurrencypairs,turnoverdatafromtheRefinitiv
Matching,EBSandCurrenextradingplatformsareusedtocalculatethe
WM/Refinitivfixes.

1.3.4 FX for travel and holidays
Norwegiantouriststodaylargelyuseinternationaldebitorcreditcards
suchasVISA,MasterCard,DinersorAmericanExpresstopayforgoods
andserviceswhentheyareabroad.However,therewillstillbeaneedfor
cashinlocalcurrencytopayvariousexpenses.Inrecentyears,Norwegian
bankshavescaledbackFXpurchaseandsalefacilitiesattheirbranches
andinsteadredirectedcustomerstoATMsthatdispensethemost
commoncurrencies.Thepurchaseandsaleofforeignexchangefor
travelandholidaysinNorwaytodaylargelytakesplaceatexchange
bureausinthelargestcitiesandatairportsandtrainstations.

1.4 Equities
Equitiesaresharesinabusiness.Themarketvalueofallthesharesina
business(itsmarketcapitalisation)representsthemarketvalueofits
equitycapital.Equitymarketsaremarketsforissuingnewequities
(primarymarket)andfortradingequities(secondarymarket).Equity
marketsdistributecapitalandspreadriskamonginvestorsandbusi-
nesses/projects.

1.4.1 Corporate structure and funding
Entrepreneursstartingabusinessmustinvesttheirowncapitalorraise
capitalfromotherinvestors.Sufficientcapitalisnecessaryforboth
start-upsandexistingcompaniestoobtainloansfrombanksand/or
markets.Equitycapitalandanyloans,referredtoasdebtordebtcapital,
areusedtocoverestablishmentanddevelopmentcostsandtofund
machinery,goodsandotherequipmentabusinessneedsforitsdaily
operations.

Freshcapitalcanberaisedbyissuingequities,orownershipshares,in
thebusiness.Themostcommoncorporatestructureisthelimitedliability
company,whereshareholders’liabilityislimitedtopaid-insharecapital.
Shareholdersareotherwisenotliableforthecompany’sdebtorother
obligations.Norwegianlimitedliabilitycompaniescaneitherbepublic
(ASA)orprivate(AS)andareregulatedbytheNorwegianPublicLimited
LiabilityCompaniesActandtheLimitedLiabilityCompaniesAct(elec-
tronicversionsnotavailable),respectively.Thislegislationincludes
provisionsrelatingtoaccounting,dividenddistributionsandwritedown
ofsharecapital,whichareintendedtoprotectacompany’screditors.
AnASrequiresaminimumofNOK30000insharecapital,whileanASA
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requiresaminimumofNOK1m.RequirementsarehigherforASAs
becausethesearecompanieswithalargenumberofshareholdersand/
orthatwishtobeabletoraisecapitalfromthegeneralpublic.Listed
limitedliabilitycompaniesmustbeASAs.BoardsofASAsarerequiredto
begender-balanced,butinanAS,oneandthesamepersonmaybethe
company’ssoleshareholder,boardmemberandemployee.Readmorein
Appendix 3: Important financial system legislation.

Theaccountingprofitorlossfromthecompany’sactivitiesisaddedto
(ordeductedfrom)equity.Earningsthereforeinfluencethevalueofthe
shares.Earningsalsooftensetanupperlimitondividendsthatcanbe
paidtoshareholders.Theportionofearningsthatisnotpaidoutas
dividendcanbeusedtorepaydebtorfinancenewprojects.Whenthe
businesspostsaloss,equityisreducedandthecompanycango
bankruptifthefinancialstatementsshowthatthevalueofequityiszero.
Intheeventofbankruptcy,onceallotherclaimantshavebeensatisfied,
anyremainingassetsaredistributedtotheshareholders–iedebtcapital
isgivenpriorityoverequitycapital.Thus,equityinvestmentsinvolve
higherriskthaninvestmentsindebtcapital(egbonds).Greaterrisk
impliesthatequitycapitalshouldbeexpectedtoyieldhigherreturnsthan
debtcapitalovertime.Ahighequityratioimprovesacompany’sabilityto
surviveperiodsoflossandmakesiteasiertoraisenewdebtcapital.
Companiesoperatinginanindustrywhereearningsarehighlyvolatile
normallyhavehigherequityratiosthanthoseoperatinginindustries
whereearningsaremorestable.

1.4.2 Equity markets
Forshareholdersholdingsharesasafinancialinvestment,buyingand
sellingshareseasilywillbeimportant.SharesinanASAaretherefore
oftentradedonastockexchangeorotherregulatedtradingvenue.Most
limitedliabilitycompaniesareneverthelesssmallandunlisted,withfew
shareholdersandinfrequentlytradedshares.Equitymarketsprovidea
wayoftransformingilliquidinvestmentsinfixedassets,expertiseand
specialisedproductionequipment,intomoreliquidholdingsforinves-
tors.Thepurchaseandsaleofafewsharesdoesnotnormallyaffectthe
sharepricebuttradinglargevolumesofsharesoverashortperiodmay
influencetheshareprice.Theproblemofexecutingtransactionsofthe
desiredsizewithoutaffectingsharepricesisreferredtoasmarket
liquidityrisk(seebox:Liquidity).

Investorsasagroupconductaformofcontinuousindirectmonitoringof
companies’operationsviathepriceofnewissues(primarymarket)or
viatheongoingpricediscoveryprocessinthesecondarymarket(trading
onthestockexchange).Forinvestorstobewillingtobuyshares,the
subscription/marketpricemustbeattractiveenoughforthecompany’s
expectedearningstosatisfybuyers’requiredrateofreturnadjustedfor
theriskthatearningswillnotbeasexpected(risk-adjustedreturn).
Companies/projectswithlowprofitabilityorpoormanagementare
“punished”bylowershareprices.Listingonthestockexchange
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contributestodiversificationofownership,andprofitabilityassessments
ofprojectsandmanagementarethereforeconductedbyanumberof
investors.Forassessmentstobeasaccurateaspossible,companies
arerequiredtosubmitreliableinformation,suchasperiodicfinancial
reporting.Stockexchangesandlegislatorshaveanimportantrolein
ensuringthatappropriateregulatoryframeworksareinplace.This
includestherequirementthatallrelevantinformationaboutlisted
companiesismadeavailabletomarketparticipantsinsuchawaythatall
participantsreceivetheinformationatthesametime(seeAppendix 1: 
Regulation of financial markets and trading venues).

Asitcanbecostlytopromoteacompany/projecttoinvestorsinthe
equitymarket,smallcompanies/projectshaveinpracticelittledirect
accesstocapitalfromequitymarkets.Analternativesourceofequity
capitalhasemerged:crowdfunding.(Formoreinformationoncrowd-
funding,seeSection2.9.4 Crowdfunding.)

Equitymarketsallowinvestorstodiversifytheirinvestmentsacross
companiesandsectors,andthusreducetheriskassociatedwith
individualcompanies.Atthesametime,riskisdistributedinsuchaway
thatthehighestriskwillbebornebytheinvestorswiththehighest
capacityandappetiteforrisk.Inwell-functioningequitymarkets,itisalso
easierforcompaniestospecialise,andriskcantherebybereducedby
diversifyinginvestments.(Readmoreaboutdiversificationinbox:
DiversificationinSection2.)

Anefficientandsecuresystemforregisteringtheownershipofsecuri-
ties,knownasacentralsecuritiesdepository(CSD),reducesthecosts
associatedwithinvestinginsecurities.(ReadmoreaboutCSDsinSection
3.3 Securities settlement (VPO))

1.4.3 Size of the Norwegian equity market
Atend-2023,themarketvalueoflistedequities,registeredwithEuronext
SecuritiesOslo(ES-OSL),theNorwegianCSD,wasNOK3914bn.Most
Norwegianlimitedliabilitycompaniesareneitherlistednorregistered
withES-OSL.OsloBørsASAiswhollyownedbyEuronextNordicHolding
ASandoperatesvenuesfortradingequitiesandequitycertificates(see
nextsection),fixedincomeproducts(bonds,short-termpaperand
Treasurybills)andderivatives.Therearethreevenuesfortradingequities
atOsloBørs:OsloBørs,EuronextExpandandEuronextGrowthOslo.
Large,long-establishedcompanieswithwideshareholderbasesare
listedonOsloBørs.EuronextExpand(previouslyOsloAxess)hassome-
whatlessstringentlistingrequirementsthanOsloBørsandcomprisesa
largenumberofyoungcompanies.EuronextGrowth(previouslyMerkur
Market)wasestablishedin2016andisaimedatsmallandmedium-sized
companiesaswellaslargecompaniesthatdonotaimtobefullylistedon
regulatedexchanges.TheadmissionprocessforEuronextGrowthhas
beendesignedtobequickerthanforOsloBørsandEuronextExpand,
anditsadmissionrequirementsarealsolower.InMay2024,211equities
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werelistedonOsloBørs,while16equitieswerelistedonEuronext
Expandand107equitiesonEuronextGrowth.

1.4.3.1 Other equity instruments
Equitycertificatesareequityinstrumentsissuedbysavingsbanks(for
moreinformation,seebox:Evolution of the Norwegian banking sector
inSection2).Thereareclearsimilaritiesbetweenequitycertificatesand
shares,andbotharetaxedinthesamemanner.Theprimarydifferenceis
thatequitycertificatesdonotconferfullownershiprightstoabank’s
equitycapitalandthatthecompositionofsavingsbanks’governing
bodiesissubjecttospecificrequirements.Anumberofsavingsbanks
haveissuedequitycertificates,manyofwhicharealsolistedonOslo
Børs.OsloBørshasestablishedanEquityCertificateIndex(OSEEX),
whichincludesalllistedequitycertificates.

Sharesandequitycertificatesarebothequityinstruments.Chart1.5
showsdevelopmentsinequityinstrumentturnoveronOsloBørsandin
thenumberoflistedequityinstrumentssince1995.

Theturnoverrateisinfluencedbypricedevelopmentsforequity
instruments.Thehigherthepricelevel,thehighertheturnoverrate,all
elseequal.Whenonlinetradingofequitiesbecamepossiblewiththe
introductionofanewelectronictradingsystemonOsloBørsin1999,
transactioncostswerereducedsubstantially,especiallyforsmall
investors.Theannualnumberoftradesandtheturnoverrateincreased
sharplyuntiltheonsetoftheinternationalfinancialcrisisin2008.The
numberoftradeshasalsoremainedfairlyhighsincethecrisis,possibly
influencedbyincreasedalgorithmictrading.Turnoverhasnonetheless
declined,andincreasedcompetitionfortradinginNorwegianequities
fromalternativemarketvenuesandforeignstockexchangesmayhave
contributedtothelowerturnover.

Chart 1.5 Turnover and number of equity instruments listed on Oslo Børs
Annual turnover in billions of NOK. Number of equity instruments at year-end

1995 2000 2005 2010 2015 2020

0

100

200

300

400

0

1000

2000

3000

4000
Number of equity instruments (lhs)

Annual turnover (rhs)

Source: Oslo Børs



Norges Bank Norway’s Financial System 2024 49

Financialmarkets
1.4.4 Issuers
Chart1.5showsdevelopmentsinthenumberofequitiesandequity
certificateslistedonOsloBørs.ThenumberofnewcompaniesonOslo
Børsmaybeaffectedbythebusinesscycle.Itmaybeeasiertoraise
capitalinthemarketwhentheeconomicoutlookisfavourable.
Companiesaimingtobelistedonthestockexchangemustmeetlisting
requirementsintermsofsize,companyhistoryandspreadofshare
ownership.Alargenumberofownersincreasesthelikelihoodthatthe
company’sshareswillberegularlytradedontheexchange.Themost
commonreasonwhyacompanyisdelistedfromOsloBørsisthatitis
takenoverbyanothercompany.Companiesthatgobankruptwillalsobe
delisted.Insomecases,majorityshareholdersalsowanttodelista
companyfromthestockexchange;delistingofsharesforthisreasonis
subjecttospecialrulesthataimtoprotecttheinterestsofminority
shareholders.

ThesectorcompositionofcompanieslistedonOsloBørsismarkedly
differentfromthatofothercountries.TheOsloBørsenergysectorindex
(primarilyoilandoffshorecompanies)hasaparticularlylargenumberof
companies.

1.4.5 Investors
DevelopmentsintheshareholderstructureforcompanieslistedonOslo
BørsinrecentyearsareshowninChart1.6.Thetwolargestcategoriesof
shareholdersonOsloBørsareforeignnationalsandtheNorwegian
government,bothwithownershipinterestsofmorethan30%.Thethird
largestshareholdercategoryisotherbusinesses.Norwegianprivate
individualsownasmallshareofequityinstrumentsonOsloBørs.

1.4.6 Equity indexes on Oslo Børs
Equityindexesarecomputedtomeasurethevalueoftheequitymarket
asawholeandofdifferentsegmentsoftheequitymarket.Themost
widelyusedequityindexesarecalledpriceindexesandtotalreturn
indexes.Changesinbothsharepricesanddividendsreceivedareused
tocomputetotalreturnindexes,andtheweightsoftheequitiesinthe

Chart 1.6 Shareholdings in companies on Oslo Børs
At year-end. Percent
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indexarechangeddailybasedonpricedevelopments.Priceindexesare
similar,butdividendsreceivedarenotincluded.Equityindexessimplify
thecomparisonofreturnsintheequitymarketwiththosefromalternative
investmentssuchasbondsandbankdeposits.

TheOsloBørsBenchmarkIndex(OSEBX)isanindexcontaininga
representativeselectionofalltheshareslistedonOsloBørs.The
selectionisbasedonshareturnoveranddiversificationacrossgroups
ofindustries.OsloBørsrevisestheindexbiannuallyandimplements
changesinMarchandSeptembereachyear.TheOSEBXequityweights
arefree-floatadjusted,ieequitiesthatarenotexpectedtobetraded,
suchasthegovernment’sshareholdingsandthestrategicholdingsof
shareholderswithcontrollinginfluencearenotincludedwhensharesin
theindexareweighted.

TheOsloBørsindex(OBX)comprisesthe25mosttradedequitieson
OsloBørs.Thecompositionofequitiesintheindexisrevisedbiannually.
TheOBXindexisintendedtoconsistofmarketableequitiesthatappro-
priatelyreflecttheequitymarketonOsloBørs.TheOBXindexservesas
anunderlyingindexfortradinginlistedderivatives(optionsandfutures)
onOsloBørs(seebox:Derivatives).Inderivativestrading,itisimportant
tobeabletobuyandsellthevariousOBXindexcomponents(theunder-
lyingsecurities).Chart1.7showscumulativetotalreturnintheOSEBXand
theOBXindex.Thechartshowsthatsince2000,the25mosttraded
equitieshaveshownsomewhathigherreturnsthanamorebroadly
composedindex.

1.4.7 Equity-related derivatives
Thecharacteristicsofdifferenttypesofderivativesareexplainedinbox:
Derivatives.Exchange-tradedderivativesarestandardisedwithregard
totheunderlyinginstrumentandtermsofdelivery.OnOsloBørs,options
andfuturesontheOBXindex,andoptions,futuresandforwardsforthe
mostliquidequitiesaretraded.Listedderivativesaresettledviaa

Chart 1.7 Main Norwegian stock market indexes
Index. 31 December 1999 = 100
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clearinghouse,whichactsascentralcounterparty(CCP)forbothbuyer
andseller(seeSection3.3 Securities settlement (VPO)).

Twowidelyusedkeyfiguresforactivityinthederivativesmarketarethe
numberoftradedcontractsandthetotalvalueofthesecontracts.The
annualnumberofstandardisedderivativescontractsonOsloBørsrose
substantiallyintheperiod2002–2008buthassinceedgeddownasa
resultofadecreaseinthenumberofindexderivatives.

OsloBørsalsoofferstradinginnon-standardisedderivatives,called
tailor-made(TM)orOTCderivatives.Partiesthemselvesagreeupon
underlyinginstruments,exerciseprice,expirydateandthehandlingof
corporateevents.TradinginOTCderivativeslargelytakesplaceoutside
OsloBørs.
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2. Financial 
institutions

Financialinstitutionsfunctionasintermediariesbetweeneconomic
agents.Theirmaintasksaretoenablebusinessesandprivateindividuals
toborrowmoneyandinvestsavings,executepayments,handlecashand
assess,redistributeandpricerisk.Theroleoffinancialinstitutionsin
moneyandcapitalmarketsisdescribedinSection1. Financial markets.
TheFinancialInstitutionsActliststheentitiesthatcanbedefinedas
financialinstitutions(seeAppendix 3: Important financial system legisla
tion).

NorgesBankisthecentralbankofNorway,andSection2.1 Norges 
Banks’s balance sheet and the financial systemprovidesanoverviewof
NorgesBank’sprimarytasks.Banksconstitutethelargestandmost
importantcategoryoffinancialinstitution.Theyhavetheexclusiveright
toacceptdepositsfromthepublicandaccountforthelargestshareof
lending.Banksaresignificantparticipantsinthepaymentsystemsince
depositsareusedasmeansofpaymentalongsidecash.Privateindivid-
ualsandbusinessesholdaccountsinbanksinordertoreceiveorpay

Financial Institutions Act
TheActonfinancialinstitutionsandfinancialgroups(FinancialInstitutionsAct)isintendedtopromote
financialstability,includingensuringthatfinancialinstitutionsoperateinanappropriateandsound
manner.TheActlaysdownrequirementsfortheestablishment,operation,crisisresolutionandwind-upof
financialinstitutions.UndertheAct,thefollowingkindsofentitiesareconsideredfinancialinstitutions:

• banks
• mortgagecompanies
• financecompanies
• insurancecompanies
• pensionundertakings
• holdingcompaniesoffinancialgroups
• undertakingsauthorisedtooperateaspaymentinstitutionsore-moneyinstitutions,unlessotherwise

prescribedbyprovisionsof,orpursuantto,theFinancialInstitutionsAct.

Investmentfirms,managementcompaniesformutualfunds,statebanks,publicfundsandNorgesBank
arenotconsideredfinancialinstitutions.Nevertheless,someoftheseentitieswillbediscussedinthis
section.

https://lovdata.no/dokument/NLE/lov/2015-04-10-17
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wagesandbills.Banksalsolendtoprivateindividualsortobusinesses
(seeSection2.3 Banksformoreinformationontheroleandoperationsof
banks).Mortgagecompaniesmayalsolendmoneybutmaynotaccept
deposits(seeSection2.4 Mortgage companies).Thesecompanieshave
takenoveralargeshareofresidentialmortgagefinancingsince2007,
whenanewtypeofmortgagecompanyissuingcoveredbondswas
authorised.Insurancecompaniesofferlifeinsurance,non-lifeinsurance
andcreditinsurance(seeSection2.6 Insurance companies).Together
withpensionfunds,theychannelsavingsandmanagerisk(seeSection
2.7 Pension funds).

Table2.1providesanoverviewofvarioustypesoffinancialinstitutionin
Norwaygroupedbysize.

2.1 Norges Banks’s balance sheet and the 
financial system
ThemainitemsinNorgesBank’sbalancesheetarepresentedinTable
2.2.OntheassetsideareclaimsinNOKandinforeigncurrencies.Onthe
liabilitysideiscentralbankmoneyintheformofdepositsandbanknotes
andcoins,inadditiontoequity.ManyofNorgesBank’sprimarytasksare
relatedtochangesinthebalancesheet.

NorgesBankisthebankers’bank.Inpractice,thismeansthatbankshold
accountsatthecentralbankandusethemtosettlepaymentstoeach
otherbytransferringfundsbetweentheiraccountsatNorgesBank(see

TABLE 2.1 Types of financial institutions in Norway. At 31 December 2023

Number
Loans

(NOKbn)1
Totalassets

(NOKbn)
Totalassets(in

percentofGDP)

Banks(excl.branchesofforeignbanks) 106 2533 5387 105%

Branchesofforeignbanks 17 915 1981 39%

Mortgagecompanies(incl.branchesofforeignbanks) 29 2448 2826 55%

Financecompanies(incl.branchesofforeignbanks) 40 203 242 5%

Statelendinginstitutions 3 450 463 9%

Lifeinsurancecompanies(excl.branchesofforeigncompanies) 10 121 2243 44%

Non-lifeinsurancecompanies(excl.branchesofforeigncompanies) 49 2 244 5%

NOK bn

Bondandshort-termpaperdebtoutstanding 3076

Issuedbythepublicsectorandgovernment-ownedcompanies 972

Issuedbybanks 390

Issuedbyotherfinancialinstitutions 920

Issuedbyotherprivatecompanies 306

Issuedbyforeignentities 485

GDPNorway(2023) 5129

GDP(mainland)(2023) 3857

1 Lendingtothepubliconly,ielendingtocreditinstitutionsandforeigncustomersisexcluded.

Sources:Finanstilsynet,StatisticsNorway,andNorgesBank
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box:LiquidityinSection1.NorgesBankconductsmonetarypolicyand
setstheinterestrateonbanks’depositsinNorgesBank.Thisrateforms
thebasisfortheinterestratelevelinNorway(seebox:Norges Bank’s 
liquidity management and overnight lending rateinSection1).Banksare
alsoabletoborrowfromNorgesBank.Moreover,thecentralbankisthe
lenderoflastresort,whichmeansthatitisresponsibleforensuringthat
solventbanksholdsufficientliquidityeveninacrisissituationandshall,if
necessary,provideextraordinaryliquidityassistance(ELA).NorgesBank
requirescollateralforalltypesofloansanddoesnotassumecreditrisk.
NorgesBankdecidesthelevelofbanks’time-varyingcapitalrequire-
mentsandissuesadviceonthelevelofcapitalrequirementsrelatedto
banks’systemicrisk.

NorgesBankisalsothegovernment’sbank,whichmeansthatthe
TreasurysingleaccountsystemismaintainedbyNorgesBank.Inaddition
toassetsrelatedtomoretraditionalcentralbankoperations,theassets
sideofNorgesBank’sbalancesheetalsoincludesthesecuritiesholdings
intheGovernmentPensionFundGlobal(GPFG).Offsettingtheseforeign
securitiesisthegovernment’ssavingsaccountwithNorgesBank(GPFG
deposits).NorgesBankalsoengagesinactivitiesonbehalfofthegovern-
mentthatarenotreflectedinthebalancesheet,suchasfacilitating
governmentborrowingthroughtheissuanceofgovernmentbondsand
Treasurybills(seeSection1.2.2.1 The central government).

NorgesBankhasoperationalresponsibilityforensuringthatpayments
canbeexecutedinNorway(seeSection3. Financial infrastructure).
NorgesBankhasthesolerighttoissuecashandprovidescashinthe
quantitydemandedbythegeneralpublic,whichitdoesincollaboration
withprivateentities.Paymentsbetweenbankswithanaccount(central
bankreserves)atNorgesBankaresettledinNorgesBank’ssettlement
system(NBO).Thissettlementisapreconditionforallotherpayments
madeinNOK.

ThepurposeofNorgesBank’scentralbankingactivitiesisnottoensure
thehighestpossiblereturnonequity.Instead,NorgesBankperformsthe
taskslaiddownintheCentral Bank Actandgiventhis,mustmanageits
equityinthebestpossiblemannertoensurethehighestpossiblereturn
transferredtothegovernmentasowner.AstheownerofNorgesBank,
thegovernmentreceivestransfersofprofitfromthecentralbank

TABLE 2.2 Norges Bank’s balance sheet

Assets Equityandliabilities

Loanstobanks
ClaimsontheIMF
Foreignexchangereserves

Depositsfrombanks
DepositsfromtheIMF
Governmentdeposits
Banknotesandcoins
Equity

GPFG Governmentdeposits,GPFG
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accordingtospecifiedrules.Becauseofitstasksonbehalfofsociety,
NorgesBankassumesfinancialrisk.Forexample,thecentralbank
assumesconsiderableforeignexchangeriskinitsmanagementofthe
foreignexchangereserves.Ifnecessary,thegovernmentcansupply
additionalequity.

2.2 Financial groups
Asinglefinancialgroupcancompriseseveraltypesoffinancialinstitution
andthistypeofhorizontalintegrationhasshownagrowingtrendover
time.

Afinancialgroupcanmoreeasilyoffercustomersacompleterangeof
productsandservicesthanasingleinstitution,exploitingeconomiesof
scaleinareassuchasITandmarketing.Whatisknownas“cross-selling”,
wheregroupcompaniesmarketandselloneanother’sproductsand
services,canboostearnings.Alliancesofsavingsbankscanhavethe
sameeffect.Anumberofalliancesoperatenon-bankingactivitieson
behalfofmemberbanks.Theindividualsavingsbanksareusuallytoo
smalltoformtheirownfinancialgroupsinordertoengageininsurance
activities,investmentmanagementandthelike.Afinancialgroup,suchas
theSpareBank1Alliance,canoffertheseservices.

Table2.3providesanoverviewoftheeightlargestfinancialgroupsin
Norwayandtheirmainlineofbusiness.Ofthese,sixmainlyengagein
banking,whiletheremainderspecialiseininsurance.

DNB,theSpareBank1Alliance,KLP,StorebrandandtheEikaAllianceare
thelargestNorwegian-ownedfinancialgroups.Theyoffermostkindsof
financialservices.DNB,theSpareBank1AllianceandtheEikaAlliance
mainlyengageinbanking,whiletheothertwofocusoninsurance.

TABLE 2.3 Largest Nordic banking groups operating in Norway. By market 
capitalisation. At 31 December 2023

Financialgroup Mainbusinessline

Nordea Banking

DNB Banking

SEB Banking

DanskeBank Banking

Swedbank Banking

Sampo Insurance

Handelsbanken Banking

Tryg Insurance

Source:SNLFinancial/S&PMI1
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Banksofferanumberofproductsandservicestoeconomicagents,
includingshort-termandlong-termloans.Theydifferfromothertypesof
financialinstitutionbecausetheyhavetheexclusiverighttocreateand
acceptdepositsfromthepublic.Depositsarethesimplestandmost
commonformofsavingsforhouseholds,aswellasthemostimportant
meansofpayment.

Banksoffermanydifferentdepositproducts,whichvaryaccordingto
interestratetermsandrestrictionsonwithdrawals.Amongthetypesof
accountofferedbybanksareordinarycurrentaccounts,savings
accountsorhigh-interestaccountsandthehomesavingsschemefor
youngpeople(BSU)account.Depositscanbewithdrawnascashfrom
ATMs,inshopsandinbankbranches,oruseddirectlytomakepayments
usingdebitcardsorviaanonlineormobilebankingservice.The

Consumer credit
Consumercreditreferstocreditcarddebtandotherformsofunsecureddebt.Consumercredit,including
Norwegianhouseholds’interest-bearingcreditcarddebt,accountsforabout3%oftotalhousehold
borrowing.Creditcardissuersusuallyoffercreditwithaninterest-freeperiodofegonemonth.Interest-
bearingcreditcarddebtaccountsforslightlyover30%ofconsumercreditashereindefined.Interest
ratesonconsumerdebtaregenerallymuchhigherthanoncollateralisedloans.Banksandfinance
companies’marginsonconsumerloansarehigher,whichcanbeanadvantageasexpecteddefaultrates
andlossesareconsiderablyhigherforconsumerloansthanforotherkindsofloanstoprivateindividuals.
Toincreaselenders’resiliencetolosses,riskweightsforconsumerloansarehigherthanforlower-risk
loans,suchasresidentialmortgages.Higherriskweightsresultinhighercapitalrequirements.(Readmore
inAppendix 2: Capital and liquidity regulation.)

Afterthefinancialcrisis(2008–2009),anumberofnewconsumercreditprovidershaveenteredthe
market,primarilyrelativelynewoperators.Thespecialisedconsumercreditbankshaveprimarilyfunded
lendingandrapidgrowthbyacorrespondingincreaseindeposits.Consumercreditbanksattractdeposits
byofferingmarkedlyhigherdepositratesthanotherbanks.Thecombinationofhighinterestratesand
depositsthatarelargelyguaranteedbytheNorwegianBanks’GuaranteeFundmakeconsumercredit
banksattractivetodepositors.

Toimprovetheconsumercreditmarketandstrengthenthepositionofconsumers,theauthoritieshave
introducedanumberofmeasures.

Tworegulationshavebeenlaiddown,oneontheinvoicingofcreditcarddebtandanotheronthe
marketingofconsumercredit.Inaddition,theStortinghaspassedtheActonconsumercreditinformation.
TheActstrengthensfinancecompanies’abilitytoperformsoundcreditassessmentsasitgivesnewcredi-
torsaccesstoinformationaboutaborrower’sexistingdebtbyauthorisingdebtregistersforunsecured
debt.In2019,theMinistryofFinanceissuedaregulationlayingdownrequirementsforbanks’prudent
consumerlendingpractices,basedonpreviousguidelines.In2021,theresidentialmortgageregulation
andconsumercreditregulationwerereplacedbyanewcommonlendingregulationforallpersonalloans.
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increasedprevalenceofcomputersandsmartphoneshasincreasedthe
useofonlineandmobilebanking,resultinginfewerbankbranchesand
ATMsinNorway.(Formoreontheroleofbanksinthepaymentsystem,
seeSection3. Financial infrastructure.)

Banksofferseveraltypesofloan,suchasresidentialmortgageloans,
commercialloansandconsumerloans.Loanscanvarybytypeofinterest
(fixedorfloating),lengthoffixed-rateperiods,currencyandformof
repayment(annuityorserialloan).Interest-onlyloans,oftenintheformof
homeequitylinesofcredituptoamaximumamount,havealsobecome

Evolution of the Norwegian banking sector 
Norwegianbanksareclassifiedaseithercommercialbanksorsavingsbanks.Acommercialbankmayonly
beestablishedasaprivatelyheldlimitedliabilitycompany(orpubliclimitedliabilitycompany).Asavings
bank,ontheotherhand,maynotbeestablishedasalimitedliabilitycompany.Savingsbankshave
traditionallybeenorganisedasmutuallyownedfoundations,withequityprimarilycomprisedofprevious
years’retainedearnings.Savingsbanksareexpectedtosupportlocalcommunities,evenifnolegal
obligationexists,bothbyofferingreliablebankingservicesandbyusingsomeoftheirprofitstosupport
localactivities.

Fromaround600savingsbanksin1960,thenumberhasfallentoslightlyover80.Whilecommercialbanks
increasinglybecamenationwideinstitutions,savingsbanksincreasedinnumberinregionalNorway.With
changesinsettlementpatternsandindustrystructure,savingsbankshadtobecomelargerinorderto
constitutearealalternativetocommercialbanks.Followingthebankingcrisisaround1990,justover70%
ofsavingsbanks’totalassetswereconcentratedinthetenlargestsavingsbanks.

Fromtheendofthe1980s,savingsbankswereallowedtoraiseadditionalcapitalinthemarket.Thiswas
necessaryforenablingthemtoparticipateinthesamelendinggrowthascommercialbanks.Theseequity
instrumentsarecalledequitycertificatestoday.(SeeSection1.4.3.1 Other equity instruments.)

Alliancesinthesavingsbanksectorevolvedthroughthe1990s.SpareBank1Gruppenwasestablishedin
1996,whiletheEikaAlliance(TerraGruppenbetween2000and2013)wasestablishedin1997.Theidea
behindformingallianceswastoestablishjointproductcompaniesfornon-bankingactivities,whileactual
bankingactivitiescontinuedattheindividualbanks.

In1985,foreignbankswereauthorisedtoengageinbankingactivitiesinNorway.Thiswasthebeginningfor
thesubsidiariesandbranchesofforeignbanksthatsubsequentlybecameimportantparticipantsinthe
Norwegianbankingmarket.TherewasaseriesofmergersbetweenNorwegianbanksandanumberof
acquisitionsbyforeignbanksinthelate1980sandthe1990s,leadingtoasubstantialreductioninmarket
shareforNorwegiancommercialbanks.

ReadmoreabouttheevolutionofthebankingsectorinNorwayin“NorgesBank’sfinancialsectorrolein
theperiod1945–2013,withaparticularfocusonfinancialstability”,Staff Memo 9/2016,NorgesBank.
ForacompleteoverviewofthedifferenttypesofbanksinNorway,seeFinanstilsynet’sregistry.For
documentationofhistoricaldevelopments,see“HistoricalMonetaryandFinancialStatisticsforNorway”,
Occasional Papers No.57,NorgesBank.

https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2016/Staff-Memo-92016/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2016/Staff-Memo-92016/
https://www.finanstilsynet.no/en/finanstilsynets-registry/
https://www.norges-bank.no/contentassets/040cc5261ff74feca3af4b7b0ea46dc4/occ-papers-57-2022-hmfs.pdf?v=04/28/2023154520
https://www.norges-bank.no/contentassets/040cc5261ff74feca3af4b7b0ea46dc4/occ-papers-57-2022-hmfs.pdf?v=04/28/2023154520
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analternativetoinstalmentloans,particularlyamongolderborrowers.1
Theborrowerisfreetomakerepaymentsorborrowmoreuptothislimit.
TheLending Regulationsetsacaponnewhomeequitylinesofcreditat
60%ofthedwelling’svalue.Theborrowerpaysinterestonlyonthe
amountdrawnatanygiventime.Furthermore,bankscanexchange
foreigncurrencyandprovidefinancialadvice.Somebankschooseto
offeronlyalimitedrangeofloansorservices,egbanksthatspecialisein
consumercredit.(seebox:Consumer creditand“Nyvekstiforbruks-
gjelden"[Newriseinconsumercredit]apostonbankplassenblogg,a
blogwrittenbyNorgesBankstaff,4January2019(inNorwegianonly)).

Norwegianbanksareclassifiedaseithersavingsbanksorcommercial
banks,butthisdistinctionhasbecomelessrelevantovertime.Themain
differencebetweencommercialandsavingsbanksisrelatedtoowner-
shipstructureandnottotheservicestheyoffercustomers(seealsobox:
Evolution of the Norwegian banking sector).

2.3.1 Banks’ tasks
2.3.1.1 Providing opportunities to save and borrow
Banksplayanimportantroleasanintermediarybetweenprospective
saversandprospectiveborrowers.Saversdeposittheircashindeposit
accountswithacertainrateofreturnintheformofinterestpayments.
Amountscanbewithdrawnasandwhenneededbydepositors.The
bankstransformmanysmallandliquiddepositsintofewer,andonthe
whole,largerandlong-termloans.2However,banksarenotdependent
onnewdepositsinordertoextendcredittoanewcustomer.Whenbanks
issueanewloan,theycreatemoney(seebox:Money creation).

Banksassesstheprobabilitythataborrowerwilldefault.Iftheborrower
doesnotpay,thelossfallsonthebank.Thereareeconomiesofscaleto
beachievedingatheringandprocessinginformation,issuingcredit
ratings,followingupborrowersandformulatingloancontracts.Banks
canalsoaccessconfidentialinformationonexistingandpotential
customers.Informationaboutaborrower’spersonalidentitynumber,
incomeanddegreeofcapabilityforwork,etc,isnecessaryfor
establishingacontract,butcustomersmaybereluctanttoprovidethis
informationto“justany”providerofgoodsorservices,duetoitssensi-
tivenature.Owingtothecostinvolvedingatheringinformation,most
privateindividualsandsmallandmedium-sizedbusinesseswillborrow
frombanksandnotdirectlyinthebondmarket(seeSection
1.2.2.4 Nonfinancial firms (businesses)).Bankschargefeesandinterest
aspaymentforloansandotherservices.Bankspayalowerinterestrate
ondepositsthantheinteresttheyreceivefromloans.Thedifferenceis
referredtoastheinterestratemargin.

1 SeeFinanstilsynets(FinancialSupervisoryAuthorityofNorway)residentialmortgagelendingsurveyfor
2023

2 SeeHolden,S.(2016),Makroøkonomi [Macroeconomics].CappelenDamm,foramoredetailedand
explanatorypresentation(inNorwegianonly).

https://www.regjeringen.no/en/topics/the-economy/finansmarkedene/utlansforskriften/id2791101/
https://www.norges-bank.no/bankplassen/arkiv/2024/ny-vekst-i-forbruksgjelden/
https://www.norges-bank.no/bankplassen/arkiv/2024/ny-vekst-i-forbruksgjelden/
https://www.norges-bank.no/bankplassen/
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Aborrowermayhaveasubstantialandimmediateneedforcapital,to
buyahomeorpurchaseproductionequipment,forexample.
However,theborrower’sincome,whichwillbeusedtorepaytheloan,
isspreadoverseveralyears.Theborrowerthereforeneedsalong-term
loan.Saversontheotherhandmayprefertohaveimmediateaccess
totheirfunds.Banksmeettheneedsofborrowersandsaversby
offeringborrowerslong-termloans,whileofferingsaversimmediate
accesstotheirfunds.Thetransformationofshort-termdeposits
intolong-termloansiscalledmaturitytransformation(Chart2.1).

Money creation
Moneyisdefinedasagenerallyacceptedmeansofpayment.(Seebox:What is money?intheintroduction
andbox:Definitions of monetary aggregatesforamoredetailedandprecisedescriptionofmoney.)

Anewloanincreasesthecustomer’sdepositaccountbythesameamount.Customerdepositsaremoney.
Thecustomercanthenusethedeposittopayforacar,forexample.Thedepositisthentransferredtothe
cardealer,whomayeitherhaveanaccountwiththesamebankorwithanotherbank.Intheformercase,
thedepositwillremaininthesamebank.Inthelattercase,thedepositwillbetransferredtoanotherbank,
butremaininthebankingsystem.Forthebankingsystemasawhole,newloanswillalwayscreate
deposits,oftenreferredtoasdepositmoney.Moneyisalsocreatedifthebankingsystembuyssecurities
fromhouseholdsandbusinesses.Sellersofsecuritiesthenreceivemoneyintheiraccountsaspaymentfor
thesesecurities.

Whenthecustomerrepaysaloan,thecustomer’sdepositswillbereducedbythesameamountandmoney
will“disappear”.Thesamethingoccurswhenbanksissuebondsthatarepurchasedbyindividualsand
businesses.Whenpaymentsaremadeforbonds,depositsarereduced.Taxpaymentstothecentral
government(butnottolocalgovernment)alsoreducethemoneysupply.Thesepaymentsendupinthe
government’sdepositswithNorgesBank,whicharenotincludedinthemoneysupply.Cashwithdrawals
byindividualsandbusinessesreducedeposits,butnotthemoneysupply.(Forfurtherdetails,see“Om
pengemengden”[Onthemoneysupply],Staff Memo 14/2013,NorgesBank(inNorwegianonly).)

Banklendingdependsonopportunitiesformakingprofitableloans.Thisisaffectedbyfactorssuchasthe
leveloffundingcosts,regulatoryrequirementsandtheabilityofbusinessesandhouseholdstorepay
loans.Loanvolumeswillthendeterminethevolumeofbankdepositscreatedinthebankingsystem.
However,householdsandbusinessesmustatthesametimebewillingtoholddepositsaccruinginterestat
thedepositrateoffered,andbanksmaywanttoissuebondstocompensatefordepositfundinginsteadof
raisingdepositrates.Atthesametime,banksmustensurethattheyholdsufficientcentralbankreserves
orotherliquidassetstomakepaymentstootherbanks(fundingliquidity)andsatisfytheauthorities’capital
andliquidityrequirements.(ForanoverviewofNorwegianbankfunding,seeSection2.3.3 Banks’ assets 
and funding)

“Moneyinthemoderneconomy:anintroduction”intheBank of England Quarterly Bulletin 2014Q1provides
amoredetailedaccountofhowbankscreatemoney.(Seealso:“Hvordanskapespenger?”[Howismoney
created?],apostonnorges-bank.no/Bankplassen,ablogwrittenbyNorgesBankstaff,4January2019(in
Norwegianonly)and“IncreasedgrowthinbroadmoneyaftertheoutbreakofCovid19”,Staff Memo
10/2022,NorgesBank).

https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2013/Staff-Memo-142013/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2013/Staff-Memo-142013/
https://www.bankofengland.co.uk/-/media/boe/files/quarterly-bulletin/2014/money-creation-in-the-modern-economy.pdf?la=en&hash=9A8788FD44A62D8BB927123544205CE476E01654
https://www.norges-bank.no/bankplassen/arkiv/2019/hvordan-skapes-penger/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2022/sm-10-2022-broad-money/


Norges Bank Norway’s Financial System 2024 61

FinancialinstitutionsChart 2.1 Maturity transformation

Firms and
households

Deposits

Wholesale funding
and other debt

Equity

Bank

Deposits with short/no maturity

Loans with long maturity

Definitions of monetary aggregates
Themoney-issuingsectorcomprisesNorgesBank,banksandmortgagecompanies.

Themoney-holdingsectorcompriseshouseholds,non-financialfirms(businesses),localgovernment
administrationandfinancialinstitutionsotherthanbanksandmortgagecompanies.Foreignsectorsare
notincluded.

• Narrow money M1isdefinedasthemoney-holdingsector’sstockofNorwegianbanknotesandcoins
(currencyincirculation)andtheirtransactiondepositsinNOKandforeigncurrency.Bankdepositsin
transactionaccountsincludedepositsthatcanbereleasedforpaymentsandovernightwithdrawals
withoutincurringcostsotherthanordinarytransactionfees.

• Intermediate money M2isdefinedasthesumofM1andthemoney-holdingsector’sdepositsinNOKand
foreigncurrencyinaccountsatbanksinNorwayredeemableatnoticeforuptothreemonthsand/orwith
anagreedmaturityofuptotwoyears.

• Broad money M3 isdefinedasthesumofM2andthemoney-holdingsector’sholdingsofrepurchase
agree-ments,excludingholdingsofclearinghouses,andshort-termpaperandbondswithamaturityof
uptotwoyearsissuedbythemoney-issuingsector.M2accountsforabout99%ofM3.

• The monetary base M0isdefinedasthesumofNorwegianbanknotesandcoinsincirculationandthe
depositsofbanks,mortgagecompaniesandotherelementsofthemoney-holdingsectorheldwith
NorgesBank,iepri-marilycentralbankreserves(seebox:LiquidityinSection1).

StatisticsNorwaypublishesstatisticsonbothcreditaggregatesandmonetaryaggregates.Thedefinition
ofmoneysupplyhasbeenadjustedslightlyovertimeandisdiscussedinHøstmarkC.,M.Mathiesen,K.
PedersenandK.Østensen(2016):“Omleggingavpengemengdestatistikken”,[Changestomoneysupply
statistics],Notater09/2016,StatisticsNorway(inNorwegianonly),andTangenA.H.(ed)(2019):“Omlegging
avindikatoreneforpengerogkreditt”(Changestomoneyandcreditindicators),Notater09/2019,Statistics
Norway(inNorwegianonly).SeealsoNorgesBank(2013)“Ompengemengden"[Onthemoneysupply],
Staff Memo14/2013,NorgesBank(Norwegianonly).

https://www.ssb.no/bank-og-finansmarked/statistikker/k2
http://www.ssb.no/m2/
https://www.ssb.no/bank-og-finansmarked/artikler-og-publikasjoner/omlegging-av-pengemengdestatistikken--259581
https://www.ssb.no/bank-og-finansmarked/artikler-og-publikasjoner/omlegging-av-indikatorene-for-penger-og-kreditt
https://www.ssb.no/bank-og-finansmarked/artikler-og-publikasjoner/omlegging-av-indikatorene-for-penger-og-kreditt
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Theprimaryreasonbanksareabletodothisisthattheoverallstockof
depositshasprovedtobefairlystable.Statisticalcalculationsenable
bankstoforecasthowmuchtheymustnormallyhaveavailabletopay
depositors.Banksalsoholddepositswiththecentralbankandhave
accesstothecentralbankborrowingfacilities,whichhelpsthemto
managefluctuationsincustomerdeposits.Asituationmaynonetheless
arisewhenabank’ssolvencyisindoubt,promptingalargenumberof
depositorstowithdrawtheirfundsatthesametime.Thisisknownasa
“bankrun”.Topreventbankruns,Norwayhasadepositguarantee
scheme,whichisintendedtoprotectthefundsofsmallsavers,evenif
thebankexperiencesproblems.TheguaranteeschemeinNorway
currentlycoversdepositsofuptoNOK2mperdepositorperbank(see
alsoSection2.3.7 Deposit guarantees in Norway).

Banksalsoperformmaturitytransformationwhentheyborrowinthe
marketatmaturitiesthatareshorterthanthematuritiesoftheloansthey
haveextendedtocustomers.Interestratesonshort-termloansare
normallylowerthaninterestratesonlong-termloans.Bankswillthere-
foreearnmorewhentheychooseshort-termfundingoverlong-term
funding.Bankscanmodifythematuritystructureoftheirmarketfunding
toachieveabettermatchwiththematurityoftheircustomerloans.This
reducesmaturitytransformationwhichalsoreducesrefinancingrisk
(seebox:Risks in the financial systemintheintroduction).

Financialmarketsalsocontributetomaturitytransformation(seeSection
1.2 Bond marketandSection1.4 Equities).

2.3.1.2 Assessing risk
Inawell-functioningcreditmarket,banks’assessmentsofindividual
investmentprojectsandofborrowersandpledgedcollateralwillhelpto
channelsavingstoinvestmentprojectswithanadequatelevelofprofita-
bility.Thismeansthepricefororinterestrateonloansassessedtobe
high-risk(egunsecuredconsumerloans)willbehigherthanonlow-risk
loans.Iftheborrowerprovidesthelenderwithcollateral,egamortgage
onadwelling,thelender’sriskoflossesisreducedandtheinterestrate
ontheloanwillbelower.

Banksandtheircoveredbondmortgagecompanies(seeSection
2.4.1 Covered bond mortgage companies)havelongexperiencein
assessingborrowerrisk.Theyoftenknowtheircustomersandusethis
informationandcreditriskexpertisetoquantifyandpricetherisk
associatedwitheachloan.Banksalsoreducetheriskassociatedwith
lendingbymakingalargenumberofsmallloanstodifferentcustomers
(diversification).Therisksbanksassumearemonitoredbyowners,the
banks’lendersandsupervisoryauthorities.Thisreducesthelikelihood
thattheywillassumerisksgreaterthantheirrisk-bearingcapacity.

2.3.1.3 Provision of payment services
Banksarekeyparticipantsinthepaymentsystem.AllpaymentsinNOK
areultimatelysettledbetweenbanksinNorgesBank’ssettlementsystem
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(NBO)(seeSection3. Financial infrastructure).Asageneralrule,only
banksmayholdanaccountatNorgesBank.Afteramoredetailed
assessmentandsubjecttoconditionslaiddownbyNorgesBank,other
financialinstitutionswithaheadofficeinanEEAStatecanalsoholdan
accountatNorgesBank.

2.3.2 Structure of Norway’s banking sector
Banksandmortgagecompaniesaccountforaround80%oftotal
domesticcredittoNorwegianhouseholdsandbusinesses(Chart2.2).
ThisisafarhighershareoftotalcreditthanintheUS,forexample,where
thebondmarketplaysamoreimportantrole.Norwegianhouseholds
borrowalmostexclusivelyfrombanksandmortgagecompanies,while
Norwegianbusinessesborrowmostlyfrombanksandtosomeextentin
thebondmarket.

AlthoughtherearealargenumberofbanksinNorway’sbankingsector,
thedegreeofconcentrationisrelativelyhigh.Thelargestbank,DNB,has
alendingmarketshareofaround30%inboththeretailandcorporate

Chart 2.2 Credit to households and businesses by credit source
Gross domestic credit. In billions of NOK. At 31 December 2023
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Chart 2.3 Market shares of total lending
Percent. At 31 December 2023
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https://www.norges-bank.no/en/topics/Statistics/bankstatistikk/
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market(Chart2.3).ComparedwithotherEuropeancountries,Norway’s
bankingsectorisnotparticularlylargerelativetototalGDP(see“Eninter-
nasjonalsammenligningavnorskbanksektor”[TheNorwegianbanking
sectorinaninternationalcomparison],Staff Memo9/2018,NorgesBank
(inNorwegianonly)).

TheNorwegianbankingmarketisdominatedbyNorwegian-owned
banks.Theotherbanksaresubsidiariesorbranchesofforeignbanks.
Thesubsidiariesareownedbyforeignbanks,butareseparate
Norwegianlegalentities,regulatedinthesamemannerasother
Norwegianbanks.Ontheotherhand,branchesarenotseparatelegal
entitiesandareregulatedbytheirhomestateauthorities.Nordicbanks
dominateamongtheforeignbanksinNorway,butSantanderConsumer
Bank(asubsidiaryoftheSpanishbank,BancoSantander)alsohasa
significantpresence.

Foreignbanks’marketshareishigherinthecorporatemarketthaninthe
retailmarket.Sincetheturnofthemillennium,foreignsubsidiariesand
brancheshaveincreasedtheirmarketsharesintheNorwegianbanking
market(see“Branchesofforeignbanksandcreditsupply”,Economic 
Commentaries 3/2017,NorgesBank).On2January2017,theNorwegian
subsidiaryoftheSwedishfinancialgroupNordeawasconvertedintoa
branchoftheSwedishNordeaBankAB,andtheNordeaGrouphassince
movedtoFinland,establishingNordeaBankAbpinFinland.Nordeaisthe
secondlargestbankinNorway.TheconversionofNordearesultedina
sharpriseinthemarketshareoftheforeign-ownedbranches.Since
2018,themarketshareoftheforeign-ownedsubsidiarybrancheshas
beenrelativelystable.DanskeBankandHandelsbankenaretheother
largeforeign-ownedbranches(seeTable2.4foranoverviewofthe
largestbanksinNorway).

Today’ssavingsbanksectorcomprisesalargenumberofsavingsbanks.
Mostareverysmallbutaremembersoflargealliances.TheSpareBank1

TABLE 2.4 Largest banking groups in Norway. At 31 December 2023 

Bankinggroup Partof: Headoffice/mainarea

DNBBank Independentbank Oslo/Norway

NordeaBankNorge BranchofFinnishbank Oslo/Norway

DanskeBankNUF BranchofDanishbank Trondheim/Norway

HandelsbankenNUF BranchofSwedishbank Oslo/Norway

SpareBank1SR-Bank SpareBank1-Alliance Stavanger/Rogaland,Vestland,Agder

SparebankenVest Independentsavingsbankk Bergen/Vestland,Rogaland

SpareBank1SMN SpareBank1-Alliance Trondheim/Trøndelag,northwesternNorway

SEB BranchofSwedishbank Oslo/Commercialandinvestmentbanking

SantanderConsumerBank* SubsidiaryofSpanishbank Lysaker/Autoandconsumerloans

SpareBank1Østlandet SpareBank1-Alliance Hamar/Innlandet,Oslo,Viken

SpareBank1Nord-Norge SpareBank1-Alliance Tromsø/TromsogFinnmark,Nordland

SparebankenSør Independentsavingsbank Kristiansand/Agder,Telemark

Sources:Bankinggroups’quarterlyreportsandNorgesBank

https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2018/staff-memo-92018/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2018/staff-memo-92018/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Economic-commentaries/2017/economic-commentaries-32017/
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Alliancecomprises13banks,mostofwhicharelargeintheirregions,
whiletheEikaAlliancecomprisesover50smallersavingsbanks.

2.3.3 Banks’ assets and funding
LoansaccountforthelargestpartofNorwegianbanks’assets(Chart2.4).
Thelargestsingleloanitemsareresidentialmortgagesandcommercial
realestateloans(Chart2.5andChart2.6).LoansareprimarilyinNOK.
Otherassetsincludesecuritiesinadditiontodepositsincreditinstitu-
tionsandcentralbanks.Animportantreasonforbankstoholdassetsof
thistypeisthattheyneedassetsthatcanbesoldquicklyifdepositors
increasetheirwithdrawalsorthebankcannotrolloveritswholesale
funding.Substantialportionsoftheotherassetsareinforeigncurrencies
suchasUSDandEUR.

Chart 2.4 Assets and liabilities of Norwegian-owned 
banks and covered bond mortgage companies
Percent. At 31 December 2023

Assets      Liabilities
0

20

40

60

80

100

0

20

40

60

80

100
Cash and claims 
on central banks
Loans to and claims 
on credit institutions
Financial instruments 
and non-current assets
Other assets
Loans to customers
Subordinated debt capital 
and other non-preferred debt
Short-term paper and 
other debt
Deposits from central banks 
and credit institutions
Deposits from customers
Equity

Source: Norges Bank

Chart 2.5 Breakdown of lending
Banks and covered bond mortgage companies in Norway. 
Lending to customers. Percent. At 31 December 2023
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Chart 2.6 Lending to the corporate sector
Banks and covered bond mortgage companies 
in Norway. Percent. At 31 December 2023
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Chart 2.7 Lending to the corporate sector
Norwegian-owned banks and covered bond mortgage 
companies. Percent. At 31 December 2023
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Norwegianbanksfundmostoftheiractivitieswithdepositsandbonds
(Chart2.4).Customerdepositsaccountforaround41%,whilelong-term3
wholesalefundingaccountsforaround30%.Thesetwofundingsources
areassumedtobegenerallystable.Bankswithstablefundingaremore
resilienttoperiodsofturbulence.Smallsavingsbanksarefinancedby
customerdepositstoagreaterextentthanthelargebanks,whileforeign
subsidiariesandbranchesarelargelyfundedbytheparentbankinthe
foreignbankinggroup.DNBalsoreliestosomeextentonshort-term
wholesalefundingintheformofcommercialpaperissuedincurrencies
otherthanNOK.

Linkingbankswithpotentialcustomers/depositorsisnowmoreefficient
duetothedevelopmentofdigitalplatforms.Depositplatformsaredigital
tradingvenuesforbankdepositsandprovidebankswithaccessto
funding,buttheyarealsomarketingplatforms,targetingpotentialnew
customers(seebox:Deposit platforms).

Overhalfofbanks’wholesalefundingisraisedinforeigncurrency(Chart
2.7anddiscussioninbox:Norwegian banks’ and mortgage companies’ 
bond funding abroadinSection1).Smallersavingsbanksrelyonfunding
inNOKtoagreaterextentthanlargebanks.(See“Norwegianbanks’
foreigncurrencyfundingofNOKassets”,Staff Memo 2/2014,Norges
Bank,foramoredetailedreviewofNorwegianbanks’foreigncurrency
funding.)

3 “Long-term”meansmorethanoneyear’smaturity.

Deposit platforms
Adepositplatformisadigitaltradingvenueforbankdeposits.Banksandpotentialcustomers/depositors
arelinkedtogetherontheplatform.Customerscanbeprivateindividuals,businesses,localgovernments
etc.Banksadvertisetheirdeposittermsandconditionsonthedepositplatform,givingcustomersa
comprehensiveoverviewoftheirproducts.Customerscanthenchooseabankanddigitallymanagetheir
deposits.

Adepositorbecomesacustomerofthebankandnotofthedepositplatform,whichisjustanintermediary.
Viathedepositplatform,customerscanopenaccountsinanumberofbanksanddeposittheirmoney
there.Thismakesiteasyforcustomerstochangebanksandcontinuallyensurethattheyhavethebest
termsandconditionsamongthedepositplatform’spartnerbanks.

Depositplatformsgivebanksaccesstofundingandarealsomarketingplatforms,targetingpotentialnew
customers.Thiscanbeparticularlyadvantageousforsmallerbanksandcanpromotecompetition
betweenbanks.Asarule,depositsaresubjecttoarequiredsavingsperiodandarethereforeanadvan-
tageinthecontextofbanks’liquidityrequirements.

DepositplatformsarestillfewinnumberinNorwayandinEurope.

https://www.norges-bank.no/en/news-events/news-publications/Papers/Staff-Memo/2014/Staff-Memo-22014/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Staff-Memo/2014/Staff-Memo-22014/
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Inadditiontodepositsandborrowing(debtcapital),banksalsorelyon
equityfunding.Intheeventofbanklosses,equitycapitalisthefirstto
absorblosses.EquityfundingisdiscussedinmoredetailinSection
2.3.5 Capital adequacy regulation.

MorestatisticsareavailableonStatisticsNorway’swebsite.Seealso
NorgesBank’sbankingstatistics.

2.3.4 Regulating banks – why and how?
Becauseoftheirconsiderableimportancetosociety,banksaresubject
toextensiveregulation.Depositsareanimportantsavingsvehicleand
meansofpaymentformostpeople.Otherbankingtasks,suchasmaturity
transformation,providingpaymentservices,distributionofriskand
assessingandmonitoringborrowersarealsoimportantforawell-
functioningfinancialsystemandfortheeconomyasawhole.

Theaimofbankingregulationistopromotethestabilityandefficiencyof
thefinancialsystem.Regulationisintendedtoreducetheprobabilityof
futurefinancialcrisesandensurethatbanksareabletoperformtheir
tasksasefficientlyaspossible.Regulationscanentailcostsintheformof
areductioninfinancialservices.Ifthegainsofregulationarehigherthan
thecosts,societyasawholewillbenefit.(See“Whyregulatebanks?”,
Staff Memo 16/2013,NorgesBank,forafurtherdiscussionofwhybanks
areregulatedand“OptimalcapitaladequacyratioforNorwegianbanks”,
Staff Memo9/2022,NorgesBank,forquantifyingtrade-offswhen
calculatingcapitalrequirementsforbanks).

Especiallyowingtomaturitytransformation,banksarevulnerabletolarge
withdrawalsofdepositsandalossofwholesalefunding(seeSection
2.3.1 Banks’ tasks).Intheeventofsubstantialfundingshortfalls,abank
mayquicklyfinditselfinasituationthatthreatensitsexistence.In
addition,banksarecloselyinterlinked,forexamplethroughinterbank
exposuresandcommonorsimilarsecuritiesportfoliosinliquidity
reserves.Problemsatonebankcaneasilyspreadtoothers,creating
dominoeffectsthatcanjeopardisetheentirefinancialsystem.(See
“Smittemellombanker–Systemrisikosomfølgeavbankenessammen-
kobling”[Contagioninthebankingsector–Systemicriskowingtobanks’
interconnectedness],Staff Memo 13/2016,NorgesBank(inNorwegianonly)).

Depositguaranteesareintendedtoreducetheriskoflargewithdrawals
ofdepositsbyshieldingretailcustomerdepositsifabankfails.
Consumerprotectionisanelementofdepositguaranteeschemes.Retail
customersarenotordinarilyabletoadequatelyassessabank’srisklevel
todeterminewhethertheirdepositsarecorrectlypricedortojudgea
bank’ssolvency.

Thefirstregulationswereaimedatpromotingadequateandstable
accesstobankingservices.Thesafetynetthatwasputinplacefirst
(depositinsuranceandcentralbankborrowingfacilities)mayhave
createdasenseofassurancethatencouragedrisk-takingandincreased

https://www.ssb.no/en
https://www.norges-bank.no/en/topics/Statistics/bankstatistikk/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Staff-Memo/2013/Staff-Memo-162013/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Staff-Memo/2022/sm-9-2022-kapitaldekning/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2016/Staff-Memo-132016/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2016/Staff-Memo-132016/
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thevolumeofservicesprovided(behaviouralrisk).Thisinturnhas
resultedinadditionalroundsofregulation,primarilytocurbrisk-taking.

Owingtoincreasedglobalisationofthebankingsector,problemsin
bankseasilyspreadacrossborders.Forthatreason,thepast30years
haveseengrowingcoordinationofbankingregulationinternationally
(seeAppendix 2: Capital and liquidity regulation).Moreover,theEUsingle
marketinfinancialserviceshasledtoacommonsetofrulesforbanksin
theEEA.

Finanstilsynet(FinancialSupervisoryAuthorityofNorway)supervises
banksandotherfinancialinstitutionstoensureregulatorycompliance.
Ifabankorotherfinancialinstitutionisinbreachofcurrentregulations,
Finanstilsynetismandatedtotakeactiontoensurecompliance.Inthe
eventofnon-compliance,theundertakingisasafirststepdirectedto
presentplansforreturningtocompliance.Theseplansmustbe
approvedbyFinanstilsynet.Finanstilsynetmayalsoimposerestrictions
ondividendpaymentstoshareholdersandinterestpaymentsoncertain
categoriesofdebtandasalastresort,Finanstilsynetmayrevokethe
financialinstitution’slicence.Ifabankisonthevergeoffailingorthe
authoritiesdecidetocloseit,recoveryandresolutionruleswillapply
(seeSection2.3.8 Bank recovery and resolution).

Historically,bankingcriseshavehadconsiderableinfluenceonthe
designofbankingregulation(see“Bankregulationandbankcrisis”,
Working Papers 18/2009,NorgesBank).Intheaftermathofbanking
crises,regulationistightenedandminimumcapitalrequirementsare
raised.Whensometimehaselapsedafterthecrisis,capitallevelshave
tendedtofall.

ForathoroughreviewoftheNorwegianbankingcrisisattheendofthe
1980sandbeginningofthe1990s,see“TheNorwegianbankingcrisis”,
OccasionalPapers33/2004,NorgesBankand“NorgesBanksrollepå
finanssektorområdetiperioden1945–2013,medsærligvektpåfinansiell
stabilitet”[NorgesBank’sfinancialsectorroleintheperiod1945–2013,
withaparticularfocusonfinancialstability],Staff Memo9/2016,
NorgesBank(inNorwegianonly).“Bedrerustetmotfinanskriser–
Finanskriseutvalgetsutredning”[Moreresilienttofinancialcrises–
ReportoftheFinancialCrisisCommission],OfficialNorwegianReports
(NOU)2011:1(inNorwegian,withEnglishsummary),providesadetailed
reviewoftheglobalfinancialcrisisin2008.

2.3.5 Capital adequacy regulation
Theaimofcapitaladequacyregulationistoensurethatfinancialinstitu-
tionsholdsufficientloss-absorbingcapitalrelativetotheriskthey
assume.Thiscapital,whichprimarilycomprisesequityandotherloss-
absorbingcapital,isrequiredtobesufficienttoabsorbfairlylargeunex-
pectedlosses.

https://www.finanstilsynet.no/en/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Working-Papers/2009/WP-200918/
https://www.norges-bank.no/en/news-events/news-publications/Papers/Occasional-Papers/33-The-Norwegian-banking-crisis/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Skriftserie/48-Norges-Banks-rolle/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Skriftserie/48-Norges-Banks-rolle/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Skriftserie/48-Norges-Banks-rolle/
https://www.regjeringen.no/no/dokumenter/nou-2011-1/id631151/
https://www.regjeringen.no/no/dokumenter/nou-2011-1/id631151/
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Followingthebankingcrisisintheyears1988–1993,theparliamentary
commissionappointedtoinvestigatethecrisis(theSmithCommission)
notedthattheminimumcapitalrequirementwastoolowpriortothecrisis
andthatbankswereundercapitalised.Banks’capitalrequirementswere
subsequentlyincreased.Somewhatstrictercapitalrequirementsin
Norwaythanthoseprevailinginternationallywereasourceofstrengthfor
theNorwegianbankingsectorduringtheglobalfinancialcrisisin2008.
Thecrisishighlightedtheneedforstricterbankingregulationinmany
areas,andbanks’capitalrequirementswereraised.

Sincethetroughin2008,Norwegianbanks’CommonEquityTier1(CET1)
capitalratioshaveincreasedconsiderably.CET1capitalasapercentage
oftotalassetshasalsoincreased,althoughfarless(Chart2.8).

NorwayissubjecttoEUcapitaladequacylegislation,whichisbasedon
theBaselIIIframeworkandwhichenteredintoforceintheEUinJanuary
2014.(SeeFinanstilsynet’sconsultationdocumentGjennomføring av CRD 
IV i norsk regelverk[ImplementationofCRDIVinNorwegianregulations]
(inNorwegianonly)andNorway’simplementationoftheEuropean
Union’sprudentialframework(CRR/CRDIV)).In2023,theEUreached
politicalagreementaboutamendmentstotheCapitalRequirements
Directive(CRD)andtheCapitalRequirementsRegulation(CRR),whichwill
completetheEuropeanimplementationoftheBaselIIIrecommendations.
Theamendments,CRDVIandCRRIII,knownasthe"BankingPackage
2021",includeanewandmorerisk-sensitivestandardisedapproachfor
estimatingcapitalrequirementsforcreditrisk,anewcapitalrequirement
floorforIRBbanksandchangestosupervisoryandreportingrequire-
ments.CRRIIIcontainsanumberofnationalchoicesandFinanstilsynet
(theFinancialSupervisoryAuthorityofNorway)onbehalfoftheMinistry
ofFinancehaspreparedaconsultationdocumentonimplementationin
Norwegianlegislation(seeFinanstilysnet’sconsultationdocument:
Endringerikapitalkravsforordningen[Amendmentstothecapital
requirementsregulation](inNorwegianonly).Foramoredetailedpres-

Chart 2.8 Common Equity Tier 1 (CET1) capital ratios and leverage ratio
Norwegian banks overall. Percent
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https://www.regjeringen.no/contentassets/e36394fbee644e189699f846d7d46999/horingsnotat_crdiv.pdf
https://www.regjeringen.no/contentassets/e36394fbee644e189699f846d7d46999/horingsnotat_crdiv.pdf
https://www.finanstilsynet.no/en/news-archive/news/2018/consultation-document-on-norways-implementation-of-the-european-unions-prudential-framework-crrcrd-iv/
https://www.finanstilsynet.no/en/news-archive/news/2018/consultation-document-on-norways-implementation-of-the-european-unions-prudential-framework-crrcrd-iv/
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entationofthecurrentcapitalrequirementsinNorwegianregulations,
seeAppendix 2: Capital and liquidity regulation).

2.3.6 Liquidity regulation
InNorway,theglobalfinancialcrisisof2008wasprimarilyaliquidity
crisis,whichrevealedtheneedforbettermanagementofbanks’liquidity
andfundingstructure(seebox:LiquidityinSection1foranintroduction
totheconceptofliquidity).Bankscanreduceliquidityriskbyreceiving
depositsfromalargenumberofsmalldepositors,havinglongmaturities
onwholesalefundingandholdingsufficientliquidassets(liquidity
buffers)intheformofmarketablesecuritiesorcentralbankreserves.
Bymaintainingliquiditybuffers,bankswillbemoreresilienttoperiodsof
marketturmoil.Bankscanusetheassetsascollateralfornewloansor
sellthemasawaytoavoidadditionalborrowing.

Theliquidityrulesrequirebankstoholdacertainstockofliquidassets.
UndertheLiquidityCoverageRatio(LCR)requirement,banksmusthold
sufficienthigh-qualityliquidassetstosurvivea30-dayperiodoffinancial
marketstress.(Foramoredetaileddescriptionofliquidityregulation,see
NorgesBank’sFinancial Stability Report 2014.)

TheLCRrequirementwasfinalisedintheEUin2014andwasfinalisedin
Norwayin2017.TheNorwegianliquidityrequirementsharmonisewiththe
EUliquidityregulationsfrom2014.(SeePressreleasefromtheMinistryof
Finance,25November2015(inNorwegianonly)andNorgesBank’s
Financial Stability Report 2017.)TheNetStableFundingRatio(NSFR)
requirementproposedbytheEUrequiresbankstoholdsufficientstable
fundingtocovertheirilliquidassets.Therequirementisintendedtomake
banks’fundingstructuremorerobust.Retailloansareanexampleof
illiquidassets.StablefundingincludesTier1capital,bondswithlong
residualmaturityandseveraltypesofcustomerdeposit.Therequirement
enteredintoforceintheEUfromJune2021andinNorwayfromJune2022.

2.3.7 Deposit guarantees in Norway
MembershipoftheNorwegiandepositguaranteeschemebecameastat-
utoryrequirementforsavingsbanksin1924andforcommercialbanksin
1961.Undercurrentlaw,membershipisobligatoryforallNorwegianbanks,
includingsubsidiariesofforeignbanks.Depositguaranteerulesare
intendedtoprotectsmall,uninformeddepositors,eliminatingtheneedfor
themtomonitorthebank’sfinancialsituationandreducingtheriskthat
theywillwithdrawtheirfundsinapanickedresponsetorumoursthatthe
bankisintrouble.TheNorwegiandepositguaranteeschemecovers
depositsofuptoNOK2mperdepositor,includingaccruedinterest(see
theFinancialInstitutionsAct).Thislimitappliesevenifthecustomerhas
morethanoneaccountwiththesamebank,suchthatthetotalamountof
uptoNOK2miscovered.Ifthecustomerhasdepositsinmorethanone
bank,thelimitappliestoeachbank.

InNorway,theNorwegianBanks’GuaranteeFundprovidesthedeposit
guarantee.Banksarechargedanannualrisk-adjustedfeetotheFund.

https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Stability-report/Financial-stability-2014/
https://www.regjeringen.no/no/dokumentarkiv/regjeringen-solberg/aktuelt-regjeringen-solberg/fin/pressemeldinger/2015/nye-krav-til-likviditet-for-banker-mv/id2464218/
https://www.regjeringen.no/no/dokumentarkiv/regjeringen-solberg/aktuelt-regjeringen-solberg/fin/pressemeldinger/2015/nye-krav-til-likviditet-for-banker-mv/id2464218/
https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Stability-report/2017-financial-stability/
https://lovdata.no/dokument/NLE/lov/2015-04-10-17
https://www.bankenessikringsfond.no/?lang=en_GB
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TheFundisresponsibleforensuringthatdepositorsgainaccessto
guaranteeddepositsnolaterthansevenworkingdaysaftertheMinistry
ofFinancehasdecidedthatabankistobeplacedunderpublic
administration.Thesamedeadlineappliesifabankisnotpermittedto
payouttheguaranteeddepositstodepositorsforotherreasons.

BranchesofforeignbanksinNorwayare,inprinciple,notcoveredbythe
Norwegianguaranteescheme.DepositsheldbyNorwegiancustomersin
thesebanksareprotectedbythedepositguaranteeschemesinthese
banks’homestates.However,branchesmayapplyformembershipofthe
Norwegiandepositguaranteescheme(alsocalled“toppingup”).Inthis
case,theNorwegianfundguaranteesdepositsofuptoNOK2mlessthe
amountguaranteedbythehomestatescheme.

In2011,theamountinsuredbydepositguaranteeschemesintheEUwas
fullyharmonisedatEUR100000.TheGovernmentisworkingtoretainthe
higherlimitinNorway.(SeetheMinistryofFinance’swebpageonthe
Norwegiandepositguaranteescheme(inNorwegianonly).)

2.3.8 Bank recovery and resolution
Ifalarge,importantbankhasbeenatriskoffailing,theauthoritiesinmost
countrieshaveintervenedtoensurethebank’scontinuedoperation,
fearingseriousconsequencesforthefinancialsystemifthebankhadto
beclosed.Rescueoperationshavebeenintheformofloansonfavour-
abletermsandloanguaranteesorcapitalinjections.Inalmostallcases,
nolosseshavebeenimposedoncreditors.Thisisreferredtoasabailout.
Suchbailoutshaveprovidedbanks’creditorswithaformofimplicit
guaranteefortheirloans,whichmayhaveinducedthemtoconductrisk
assessmentsthatarelessthoroughthantheyotherwisewouldhave
been.Creditorshavecometoexpectthattheauthoritieswillalsobail
themoutinthefuture.Thisisoftenreferredtoasmoralhazard.Banks
havebeenabletotakeonmoreriskwithouthavingtopaytheirlenders
fortheincreaseinrisk.Thisincreaseslendingaswellasriskinthe
bankingsystem.

Sincetheglobalfinancialcrisisin2008,newinternationalruleshave
beenintroducedforresolvingbankingcrises.InJanuary2015,theBank
RecoveryandResolutionDirective(BRRD)enteredintoforceintheEU.
TheaimoftheDirectiveistoenabletheauthoritiestomanagefailing
bankstoensurecontinuityofthebank’scriticalfunctions,butwithout
providingbankswithpublicfunds.

AnimportantelementoftheDirectiveisthebail-intool.Inabail-in,the
authoritieswritedownthevalueofthebank’sdebtand/orconvertpartof
thedebtintoequitywithoutclosingthebank.Whencreditors,including
thoseofsystemicallyimportantbanks,facearealriskoflosses,theywill
assessbanks’risksmorethoroughlyandsettheinterestrateontheir
loanstobanksinaccordancewiththeriskoflosses.Banks’fundingcosts
willrise,andbanks’appetiteforriskwillbelower.Lendingwilldeclineand
riskintheentirefinancialsystemwillbereduced(see“Kriseløsingav

https://www.regjeringen.no/no/tema/okonomi-og-budsjett/finansmarkedene/den-norske-innskuddsgarantiordningen/id634479/
https://www.regjeringen.no/no/tema/okonomi-og-budsjett/finansmarkedene/den-norske-innskuddsgarantiordningen/id634479/
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX%3A32014L0059&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX%3A32014L0059&from=EN
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2014/Staff-Memo-122014/
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bankervedhjelpavbail-in–momentervedinnføringiNorge”[Bank
resolutionwiththeaidofthebail-intool–factorsassociatedwith
introductioninNorway],Staff Memo 12/2014,NorgesBank(inNorwegian
only)forareviewofthebail-intool).

TheEUBRRDalsocontainsprovisionsrelatingtodepositorpreference,
theuseofbridgeinstitutions(temporarypublicownershipofafailing
bankpriortorestructuringandsale),theestablishmentofnational
resolutionauthoritiesandaresolutionfinancingarrangement,andthe
drawingupoflivingwills(contingencyplansandplansforbankrecovery
andresolution).Depositorpreferencemeansthatcovereddepositswill
neverbewrittendownorconvertedintonewequity,andthesame
appliestonon-guaranteeddepositsheldbyretailcustomersandsmall
andmedium-sizedenterprises(SMEs)untilallotherliabilitieshavebeen
writtendowntozeroorconvertedtoequity.Animportantpartofeach
bank’srecoveryplanistheminimumrequirementforregulatorycapital
andotherliabilitiesthatcaneasilybeusedinabail-in.4Theminimum
requirementforsuchcapitalandliabilitiesiscalledtheminimumrequire-
mentforownfundsandeligibleliabilities(MREL).Anewrecoveryand
resolutiondirective(BRRDII)wasintroducedinNorwayinJune2022
(seeAppendix 2: Capital and liquidity regulationforamoredetailed
presentationofMREL).BankrecoveryandresolutionandMRELare
primarilyrelevantforsystemicallyimportantbanks.Non-systemically
importantbanksmaybeplacedunderpublicadministration.Former
DeputyGovernorJonNicolaisendiscussedfundamentalissuesrelatingto
bankresolutioninhisspeech“Shouldbanksbebailedout?”,givenin2015.

2.4 Mortgage companies
Mortgagecompaniesoriginatelong-termmortgagesforhouseholdsand
businesses.Mortgagecompaniesdifferfrombanksinthattheycannot
acceptdepositsorperformpaymentservices.Mortgagecompanies
mainlyfinancetheiractivitiesbyissuingbonds.Coveredbondmortgage
companies,whichfinanceresidentialandcommercialmortgagesby
issuingcoveredbonds,accountforalargeshareofmortgagecompanies
inNorway(seebox:Secured fundinginSection1).

2.4.1 Covered bond mortgage companies
NewruleswereintroducedinNorwayinJune2007allowingmortgage
companieswithaspeciallicencetoissueNorwegiancoveredbonds.
Acoveredbondisabondthatgivesinvestorsapreferentialclaimona
specifiedpooloftheissuer’sassets,knownasthecoverpool.

UnderNorwegianlaw,Norwegiancoveredbondsmustbeissuedbya
coveredbondmortgagecompany.Norwegiancoveredbondmortgage
companiesareestablished,ownedandcontrolledbybanks.Themajority
ofNorwegianbanksarejointownersofsuchcompanieswithother

4 Muchoftheseliabilitiesmustbenon-preferred.Seniornon-preferredliabilitiesareanewdebtclasstht
absorbslossespriortoordinaryseniorliabilitiesbutrankabovesubordinatedliabilities(see:“New
minimumrequirementforownfundsandeligibleliabilities(MREL)”,Financial Stability Report 2021,
NorgesBank,pp38–39).

https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2014/Staff-Memo-122014/
https://www.norges-bank.no/en/news-events/news-publications/Speeches/2015/2015-04-14-Nicolaisen-DNVA/
https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Stability-report/2021-financial-stability/
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banks,butsomelargeandmedium-sizedbankshaveestablishedtheir
ownmortgagecompanies.Afewbanksdonothaveanylinkswith
companiesissuingcoveredbonds.Norwegiancoveredbondmortgage
companiesaresubjecttorequirementstoensuretimelypaymentof
interestandprincipalandmustsetstrictlimitsoninterestrateand
exchangeraterisk.Finanstilsynetisresponsibleforsupervising
Norwegiancoveredbondcompanies’liqrgovernmentsector.Almostall
ofNorway’smunicipalauthoritiesarecustomersofKommunalbanken.

IfallNorwegianmunicipalitiesweretoborrowdirectlyincapitalmarkets,
thecostsinvolvedwouldbehigh.Kommunalbankencanofferfavourable
borrowingtermsformunicipalitiesbyprovidingcredittotheNorwegian
localgovernmentsectorasawhole.Kommunalbankenfinancesits
lendingtothelocalgovernmentsectorbyissuingbondsandcommercial
paperininternationalcapitalmarkets.Kommunalbanken’smainproduct
islong-termamortisedloans,withthesameinterestrateofferedtoallthe
bank’scustomers.Kommunalbankenisalimitedcompanywhollyowned
bythegovernmentandhasbeenassignedthehighestpossiblecredit
rating(AAA).IthasbeendesignatedbytheMinistryofFinanceas
systemicallyimportantandisthereforesubjecttoadditionalcapital
requirements.

2.5 Government lending schemes
Thepurposeofgovernmentlendinginstitutionsistofinancepolitically
prioritisedactivitiessuchasprovidingequalopportunitiesineducation
orfosteringinnovationinthebusinesssector.Governmentlending
schemesarelessusednowthantheyusedtobe.Attheendofthe1980s,
governmentlendingschemesaccountedfor18%oftotalcreditinNorway
(C2).Thissharehasfallensharply(Chart2.9).

Householdloansviagovernmentlendingschemeshavedecreasedin
particular.Today,thelargestgovernmentlendinginstitutionsarethe
NorwegianStateEducationalLoanFundandtheNorwegianState
HousingBank(seebox:Government lending institutions).

Chart 2.9 Credit from government lending institutions
Percent of domestic credit (C2)
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Government lending institutions
The Educational Loan Fund
TheNorwegianStateEducationalLoanFundwasestablishedin1947tomanagegovernmentsupport
foreducation.TheEducationalLoanFundisagovernmentagencyundertheMinistryofEducation
andResearchwiththeobjectiveofpromotingequalopportunitiesforallineducationregardlessof
geographicallocation,age,gender,functionalabilityorsocioeconomicstatus,primarilybyproviding
grantsandfavourableloans.Theschemeisintendedtoincreasethelevelofeducationinthelabour
force.TheEducationalLoanFundhasover1mcustomers,andfinancialsupportforstudentstotalled
justunderNOK40bnin2023.TheFund’slendingportfolioamountedtoNOK257bn(seetheNorwegian
StateEducationalLoanFund’swebsite).

The Housing Bank
TheNorwegianStateHousingBankwasfoundedin1946asabankforhousingconstruction.Following
WorldWarII,housingwasinshortsupplyandtheHousingBankwasestablishedtocontributeto
Norway’sreconstruction.Today,theHousingBankisundertheMinistryofLocalGovernmentand
RegionalDevelopmentisresponsibleforimplementinggovernmenthousingpolicy.Itprovideshousing
allowances,housinggrantsandloans(seetheHousingBankwebsite).Borrowersareprimarilylocal
authorities,privatesectorfirms,housingcooperativesandwageearners.TheBank’slendingportfolio
amountedtoapproximatelyNOK177bnatend-2023,whichis2.4%ofNorway’sgrossdomesticdebt.

Export Finance Norway (Eksfin)
ExportFinanceNorway(Eksfin)wasestablishedon1July2021throughthemergeroftheNorwegian
ExportCreditGuaranteeAgency(GIEK)andExportCreditNorwayASandisapublicenterpriseunder
theMinistryofTrade,IndustryandFisheries.Byofferingcreditandguaranteesforthepurchaseof
Norwegianexportgoodsandservices,Eksfin’smissionistoensurethatNorwegianexportindustries
arefinanciallycompetitiveabroad.NorwegianandforeigncompaniesmayapplytoEksfinforvarious
typesoffinancing.LoansareguaranteedbyEksfinorfinancialinstitutionswithahighcreditrating.
Eksfinalsoguaranteescreditextendedbyprivatefinancialinstitutionsthatarecomprisedbyits
mission.Atend-2023,Eksfin’sguaranteeportfoliototalledNOK98bnanditslendingportfoliototalled
NOK38bn(seeEksfin’swebsiteformoreinformation).

Innovation Norway
InnovationNorwaywasestablishedin2004throughthemergeroftheNorwegianIndustrialand
RegionalDevelopmentFund(SND),theNorwegianTradeCouncil,theNorwegianTouristBoardandthe
GovernmentConsultiveOfficeforInventors(SVO).InnovationNorwayistofosterprofitablebusiness
sectordevelopmentsinNorway.InnovationNorwayisownedbytheMinistryofTrade,Industryand
Fisheries(51%)andlocalgovernmentauthorities(49%).InnovationNorway’smissionistofoster
Norwegiancompanies’competitivenessandpromotelong-termgrowththroughbusinesssector
development.InnovationNorwayprovidesadvisoryservices,grants,loansandguarantees,promotes
Norwegianbusinessesandtourismabroadandhasofficesinanumberofcountries.Itslendingport-
folioamountedtoNOK18bnatend-2023(seeInnovationNorway’swebsite).

https://www.lanekassen.no/en-US/
https://www.lanekassen.no/en-US/
https://www.husbanken.no/english/
https://www.eksfin.no/en/
https://en.innovasjonnorge.no/
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Financialinstitutions
Loansfromgovernmentlendinginstitutionsarefinancedbygovernment
borrowing.TheNorwegiangovernmenthasthehighestpossiblecredit
rating(AAA)andcanthereforeborrowatalowrate.

2.6 Insurance companies
Insuranceisacontractthatguaranteescompensationforfinancialloss
asaresultofarbitrary,unforeseeneventsThebasicideabehindall
insuranceisthatalargenumberofpeopleareexposedtothesametype
ofriskoffinancialloss.Sinceeventsthatleadtofinanciallossrarely
occursimultaneouslyformanypeople,itisanadvantagetojoinarisk-
sharingarrangement,viaaninsuranceundertaking,inordertodistribute
riskamongitsmembers(customers).Anecessaryconditionforsuchan
arrangementtofunctionisthatthereareasufficientnumberof
customerswhowanttoinsurethemselvesagainstthisrisk.Aloss
incurredbyaninsuredpartyiscoveredbytheinsuranceundertaking.
Thepolicyholdermakesaregular,recurringpayment,knownasa
premium,totheinsuranceundertaking.Theinsuranceundertakinguses
thesepremiumstobuildupreservesthatcanbedrawndownintheevent
oflosses.Mutualfireinsurancecompanieswereamongthefirstinsur-
ancecompaniesinmoderntimes.Theyaroseinthewakeofthegreat
firesofLondonandCopenhagen.Fireinsurancecompaniescould
distributelossesamongalargenumberofmemberswhofacedariskof
fire,atthesametimeasafirewouldseldomaffectmanymembersatthe
sametime.ThefirstfireinsurancecompanyinNorwaywasChristiania
Brand-Assurance-Casse,foundedin1753,andwasbasedonvoluntary
membershipbyhomeownersinChristiania(nowOslo).

Insurancepremiumsarecalculatedasexpectedlossplusanamountto
coverthecostofoperatingtheinsurancescheme.Abasicprinciplein
insuranceisthattheinsurancepremiumpaidbythecustomershouldbe
commensuratewiththerisktakenbytheinsuranceundertaking.This
couldinprincipleindicateapricingoftheinsurancepremiumatthe
individuallevel.However,thiscouldeasilybeperceivedasunfairand
couldbedifficulttoimplementinpractice.Customerswhoareableto
holdbackinformationabouttheirrisksaremorelikelytosubscribetoan
insurancepolicyandthepremiumwillbelowerthanimpliedbythelevel
ofriskassumedbytheinsurancecompany.Ahighertake-uprateofhigh-
riskcustomersiscalledadverseselection.Sinceincomefrompremiums
issupposedtocoverexpectedexpenditure,thecompanywillhaveto
increaseitspremiums.Normal-riskcustomersmaythenbereluctantto
takeoutinsurance,whichinturnincreasestheratioofhigh-risk
customers.Inaworst-casescenario,theinsuranceundertakingcouldbe
forcedtowithdrawtheinsuranceproduct.

2.6.1 Types of insurance
Insurancecanbeclassifiedinseveralways.Insurancecanforexample
bedividedbasedonthetypeofriskcoveredbythepolicyholder’sinsur-
ancecontract,givingthecategories:lifeinsurance,non-lifeinsurance
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andcreditinsurance.Lifeinsuranceproductscanbedividedintotwo
maingroups:pensioninsuranceandinsurancethatnormallyprovidesa
one-timepaymentintheeventofdisabilityordeath.Pensioninsurance
providespaymentsoveranumberofyearsintheeventofdisability,
deathorachievingpensionage(seebox:The pension system in Norway).

Insurancecanalsobeclassifiedbytheinsuredobject(person,property
orassetinsurance).Examplesofinsuranceofthepersonarepension,
healthandaccidentinsurance.Insuranceofpropertyincludesfire,auto
andtheftinsurance.Examplesofinsurancethatcanservetoprotect
assetsareliabilityinsurance(motorvehicleliabilityinsurance)andcredit
insurance(creditriskinsuranceforcustomers).

The pension system in Norway
ThepensionsysteminNorwaycomprisesthreeparts:

• StatepensionsundertheNationalInsuranceScheme,withuniversalcoverage.

• Employer-financedpensions,oftencalledoccupationalpensions.Theseareagreementsbetweena
companyanditsemployeestoprovidepensionbenefitsinadditiontothestatepension(collective
pensionagreements).Companiescanpurchasepensionbenefitsfromalifeinsurancecompanyor
organisepensionsthroughtheirownpensionfunds.Inadditiontocollectivepensionagreements,all
publicsectoremployeesareeligibleforcontractualearlyretirementpensions,asareemployeesof
privatefirmswithacollectivebargainingagreementthatallowscontractualearlyretirement.
Contractualearlyretirementpensionsarefinancedbytheemployerandthegovernment.

• Individualsavingsandpensionschemes.

OccupationalpensionshavebeenmandatoryinNorwaysince2006.Itbecamecompulsoryforprivate
sectorbusinessestoestablishanoccupationalpensionscheme(primarilybusinesseswithmorethan
oneemployee).Occupationalpensionsareatax-favouredformofsaving,wherebypensionpremiums
aretax-freeuptoacertainlimit.Pensionbenefits,ontheotherhand,aretaxedinlinewithother
income.AkeyfeatureofcollectivepensionagreementsinNorwayinrecentyearsisthetransitionfrom
defined-benefittodefined-contributionoccupationalpensionschemes.Themostimportantdiffer-
encebetweenthetwoschemesisrelatedtowhobearsthereturnriskontheaccumulatedassetsinthe
perioduntilbenefitsarepaid(accumulationperiod).

Inadefined-benefitpensionscheme,retirementbenefitsarepaidasapredeterminedpercentageof
theemployee’sfinalearningsattheagreedpensionage.Withthisscheme,pensionpaymentsare
predictablefortheemployee.Theemployerpaysanannualpremiumintothepensionscheme.Thesize
ofthepremiumdependsonfactorssuchastheemployee’syearsofservice,age,wagelevelandthe
returnachievedbythelifeinsuranceundertaking.Theemployeebearsnoriskforthereturnonaccu-
mulatedcontributions.Adefined-benefitpensionschemeprovidesaguaranteedfuturerateofreturn
oncontributionsfromtheinsuranceundertakingorthepensionfund.Theguaranteedrateofreturnwill
determinethesizeofthepremiumpaymentsneededtoprovidethepredeterminedfuturepension.



Norges Bank Norway’s Financial System 2024 77

Adistinctionisalsocommonlymadebetweencaseswheretheinsurance
undertakingistheoriginalissueroftheinsurancecontract(primary
insurance)andcaseswheresomeoftheliabilityhasbeentakenoverby
anotherundertaking(reinsurance).Eveninsurancecompaniesneedto
insurethemselvesagainstmajorunforeseeneventsoralargenumberof
claims,eglargepay-outsowingtonaturaldisasterssuchasearthquakes
andfloodsandreduceriskbypurchasingreinsuranceforthispurpose.

Lifeinsuranceaccountsforthelargestshareoftheinsurancemarketin
Norwayintermsofincomefrompremiums(Chart2.10).However,there
aremorenon-lifeinsurancecompaniesthanlifeinsurancecompanies
(Table2.5).Mostofthepremiumincomeoflifeinsurancecompaniesis
derivedfrompensioninsurance(Chart2.11).Pensioninsurancecomprises
collectiveoccupationalpensionsandindividualpensionschemes.

Chart 2.10 Insurance companies in Norway 
Market share by premium income. Percent.  
Data for 2023
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Inadefined-contributionpensionscheme,thelevelofpensionpaymentswilldependonthesizeofthe
contributions(pensioncapital)andthereturnonthiscapital.Thecostsofthescheme,iethepremiums
tobepaid,arepredictablefortheemployer.Theemployeebearsalltheriskrelatedtoreturnson
pensioncapital.Inadefined-contributionscheme,annualcontributionsmustbeatleast2%of
employeeearningsbetween1Gand12G(GistheNationalInsurancebasicamount).

Pensioncapitalisstillhighestinthedefined-benefitpensionschemes,butpremiumsforthe
defined-contributionschemesoperatedbyNorwegianinsurancecompaniesarenowhigherthanfor
thedefined-benefitschemes.

Anemployeewholeavesaprivatebusinessthathasadefined-benefitpensionschemereceivesa
paid-uppolicy.Paid-uppoliciesareinsurancecontractsthatdonotrequireadditionalpremium
paymentsandentitletheholdertofuturepensionpayments.Anemployeewillalsoreceiveapaid-up
policyifthebusinesschoosestodiscontinuethedefined-benefitschemeinfavourofadefined-contri-
butionschemeorifthebusinessclosesdown.
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Forpensioninsurance,theinsurancepremiumincludesasubstantial
savingelement,andtheinsurancecompanymanagesthesefundsuntil
thetimecomesforbenefitstobepaidout.Asaresult,insurance
premiumsandtotalassetsforlifeinsurancecompaniesarehigh
comparedwithnon-lifeinsurancecompanies(Chart2.12).

Autoinsuranceandpropertyinsurancemakethelargestcontributionto
non-lifeinsurancecompanies’premiumincome(Chart2.13),followedby
marine,transportandaviationinsurance.

Rankedbypremiumincome,KLP,StorebrandLivsforsikringandNordea
Livarethelargestlifeinsurancecompanies(Chart2.14).Gjensidige,If

TABLE 2.5 Key figures for insurance companies and pension funds. 2023

Number Totalassests(NOKbn)

Non-lifeinsurancecompanies 76 304

Insurancecompanies 19 2244

Pensionfunds 74 475

–ofwhichprivate 42 247

Sources:ORBOF,FinanstilsynetandNAV

Chart 2.12 Insurance companies’ total assets
In billions of NOK
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Chart 2.13 Non-life insurance companies’ premium income by segment
In billions of NOK
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Skadeforsikring,FremtidForsikringandTrygarethelargestcompaniesin
thenon-lifemarket(Chart2.15).

Insurancecompanies’mainassetsareNorwegianandforeignbonds,
commercialpaper,equitiesandproperty.Liabilitieschieflycomprise
customerclaims.Claimsarecalculatedasthepresentvalueoffuture
paymentstopolicyholders.Thesearereferredtoastechnicalprovisions.

Fortheinsurancemarkettofunctionefficiently,customerconfidencein
theintegrityofinsurancecontractsisimportant.Thisisespeciallytrueof
contractsforlong-termpensionsaving.Insurancecompaniesarethere-
foresubjecttospecificregulationtosafeguardtherightsofcustomers
(seebox:Regulation of insurance companiesandAppendix 3: Important 
financial system legislation).

Chart 2.14 Market breakdown of life 
insurance by premium income
Percent. Data for 2023 Q4
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Chart 2.15 Non-life insurance market 
shares by premium income 
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Regulation of insurance companies
Thecurrentsolvencyframeworkforinsurancecompaniesinthe
EEA,SolvencyIIDirective,wasadoptedbytheEUin2009and
introducedinJanuary2016,butwithlongtransitionalarrangements.
SolvencyIIdoesnotapplytopensionfunds.SolvencyIIismore
sensitivetoriskthanthepreviousframework,SolvencyI.

UnderSolvencyII,bothassetsandliabilitiesarecalculatedatmarket
value.Themarketvalueofliabilitiesiscalculatedbydiscounting
futureliabilitycashflowsusingrisk-freemarketrates.Thecapital
requirementisdeterminedbyastresstest,whichensuresthatthe
insuranceundertakingwillbeabletowithstandsevereshocksto
factors(suchasequityandbondprices)thataffecttheinsurance
undertaking’sequitycapital.
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Financialinstitutions2.7 Pension funds
InNorway,occupationalpensionsavingsaremanagedbybothlife
insurancecompaniesandpensionfunds.Apensionfundisanautono-
mousinstitutionestablishedbyaprivatebusinessoramunicipality
offeringoneormorecollectiveoccupationalpensionschemes.Thereare
moreprivatepensionfundsthanmunicipalpensionfundsinNorway
(Table2.5).Chart2.16showsthetotalassetsofthelargestpensionfunds.
Mostpensionfundassetsareinvestedinbonds(Chart2.17).

WhilelifeinsurancecompaniesareregulatedundertheSolvencyII
Directive(seebox:Regulation of insurance companies),pensionfunds
areregulatedundertheInstitutionsforOccupationalRetirement
Provision(IORP)Directive.However,from1January2019,pensionfunds
havehadtocomplywithacapitalrequirementbasedonasimplified
applicationoftherulesunderSolvencyII.

Statenspensjonskasse(SPK,theNorwegianPublicServicePension
Fund)isnotincludedinthefiguresforpensionfunds.SPKadministers
occupationalpensionschemesforemployeesinthepublicsectorand
state-ownedcompanies.SPKalsoadministersthepensionschemefor
somegroupsinthelocalgovernmentsectorandtheprivatesector.The
StortingdeterminestheframeworkandlaysdownregulationsforSPK
pursuanttotheActrelatingtoSPK.SPKmemberspayaportionoftheir
salaryasapensioncontribution.Employercontributionsareonlypaidby
businessesgeneratingrevenues.Theportionofannualpension
paymentsthatisnotcoveredbycontributionsisfinancedbygovernment
subsidies.SPKisthereforenotafullyfunded,butapay-as-you-go
pensionscheme.

KommunalLandspensjonskasse(KLP)providespension,financialand
insuranceservicesforlocalauthorities,healthtrustsandpublicsector

Chart 2.16 The largest private and public 
(municipal) pension funds
Total assets in billions of NOK. At 31 December 2023
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Chart 2.17 Pension funds’ assets 
Based on a sample of pension funds.  
Percent of total assets. At 31 December 2023

41

43

9
7

Equitites and holdings

Fixed income instruments,
fair value
Fixed income instruments,
amortised cost
Other

Source: Financial Supervisory Authority of Norway



Norges Bank Norway’s Financial System 2024 81

Financialinstitutions
enterprisesandoffersdefinedcontributionoccupationalpensionsfor
privatesectorfirms.KLPisorganisedasamutualinsuranceundertaking.
Thismeansthatwhenapensionschemeisestablished,KLPcustomers
investcapitalandthusbecomethecompany’sowners.KLP’smain
productisoccupationalpensionsforlocalgovernmentemployees.
KLPpensionschemesarefullyfunded.

2.8 Mutual funds
Amutualfund,orsecuritiesfund,isacollectiveinvestmentscheme
wherebyalargenumberofunitholderspooltheirinvestmentsinsecuri-
tiesmarkets.Asecuritiesfundmanagementcompanyauthorisedby
Finanstilsynetadministersandmanagestheassetsintheportfolio.Fees
andothercharges,deductedfromtheassetsundermanagement,cover
thesecurityfundmanagementcompany’sexpenses.Thus,unitholders
arechargedforthemanagementofthefund.

Capitalfromunitholdersinmutualfundsgoestofinancingissuersof
securities.Theremaybeanumberofadvantagesforaninvestorin
investinginamutualfundratherthaninindividualequitiesandbonds.First,
mutualfundscanbenefitfromeconomiesofscale,whichlowerscosts.
Oneexampleofthisisreducedcostsforanalysingandselectingsecuri-
ties.Second,itiseasiertospreadriskacrossalargenumberofsecurities.
Thisisknownasdiversification.Third,professionalinvestmentmanagers
maypotentiallybeabletoofferbetterreturnsandriskmanagement.
Amongthedrawbacksofmutualfundsarethatinvestorshavelessinflu-
enceoninvestmentdecisionsandthatmutualfundsinvolvethepayment
offeesandotherchargestothemutualfundmanagementcompany.

Diversification means spreading risk by allocating investments 
across several securities. Since different securities rarely involve the 
same risk or move exactly in tandem, total risk in a diversified port-
folio will be lower than if the investment were allocated to only one 
security.

Fundmanagementcompaniescanbeownedbybanks,insurance
companiesorothers(Chart2.18,whichshowsthelargestfundmanagers).
Eachmanagementcompanyusuallyoffersalargenumberoffundswith
differinginvestmentprofiles.

2.8.1 Mutual funds classified by asset
MutualfundsinNorwaycanbeclassifiedbyinvestmentinstrument
(Chart2.19):

• Equityfundsinvestinequitiesandaccountforoverhalfoftotalassets
undermanagementbymutualfunds.
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• Fixedincomefundsalsoaccountforasubstantialshareandinvestin
fixedincomeinstruments.Abouthalfofassetsundermanagementin
fixedincomefundsarebondfundsandtheyalsoincludeliquidity
funds5and“otherfixedincomefunds”.

• Balancedfundsinvestinbothequitiesandfixedincomesecurities.

• Otherfundsincludehedgefunds.Thesefundshavemodestlevelsof
assetsundermanagementinNorway.

Developmentsintotalassetsundermanagementinmutualfundsare
determined,amongotherthings,bythesupplyofnetcapitalinflowsand
thereturnforthevariousfunds.In2023,totalassetsundermanagement
inmutualfundsrose(Chart2.19).Therisewaslargelydrivenbythe
advanceinequitymarketsandhighnetnewsubscriptionsinfixed-
incomefunds(Chart2.20).UnitsinNorwegianmutualfundsareprimarily
ownedbylifeinsurancecompaniesandpensionfunds(Chart2.21).

5 TheEU’smoneymarketfundsregulationsetsstrictrequirementsforfundsdesignatedasmoneymarket
funds.WhentheregulationenteredintoforceinNorwayon1February2023,therewerenoNorwegian
fundsthatmettherequirements.IntheNorwegianstatistics,theearlier“moneymarketfunds”grouphas
thereforebeenrenamed“liquidityfunds”.

Chart 2.18 Market shares of mutual fund management companies 
Percent. At 31 December 2023
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Chart 2.19 Assets under management 
by mutual funds, by type of fund 
In billions of NOK. At year-end
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Chart 2.20 Mutual fund net subscription 
Cumulative annual.  
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Theyholdasubstantialshareofunitsofbondfundsandequityfunds.
Privateindividualsprimarilyholdunitsinequityfundsandbalanced
funds,buttoalimitedextentinbondfunds.

InadditiontoinvestinginNOK-denominatedassets,mutualfundsinvest
inforeignassetsdenominatedinforeigncurrencies.TheNOKvalueof
suchfundunitsthusdependsonexchangeratemovements.Tohedge
againstexchangeratevolatility,thesefundsoftenuseforeignexchange
derivatives.Thesederivativesusuallyhaveatenorofthreemonthsand
arerolledoveratmaturity.Intheeventoflargeunforeseenexchangerate
movements,itmaybenecessarytoadjusttheamountbeinghedgedor
meetcounterpartymargincallsifthevalueofthederivativecontract
movesagainstthefund,ieresultinginagainforthecounterparty(see
NorgesBank’sFinancial Stability Report 2020and“Bondmarketfiresales
andturbulenceintheNorwegianFXmarketinMarch2020”Staff Memo 
2/2021,NorgesBank,foradiscussionofsuchacaseinMarch2020).

2.8.2 Other classifications of mutual funds
Mutualfundscanalsobeclassifiedbytheirformofmanagementorhow
theinvestmentunitsaretraded.Fundsarecommonlyclassifiedas
passivelyoractivelymanagedfunds,exchange-tradedfundsor
so-calledfundsoffunds.

Passivelymanagedfundsseektorecreatedevelopmentsinagiven
portfolioofsecurities(thebenchmarkindex).Thesefundsaretherefore
oftencalledindexfunds.Anequityindexfundmayaimforthesame
returnasthebenchmarkindexbyholdingaportfolioofequitiesthatis
approximatelythesameasthebenchmarkindex.Forliquidityreasons
andtoreducecosts,indexfundsmayrefrainfromholdingequitiesthat
representonlyasmallshareofthebenchmarkindex.Thefund’sreturnis
neverthelessexpectedtocloselytracktheindex.

Activelymanagedfundstryto“beattheindex”,ieobtainahigherreturn
thantheindexatthesamelevelofrisk.Themanagerthencarefully
selectsinvestments,buyingandsellingstockswhenchangingmarket

Chart 2.21 Unit holders in mutual funds 
In billions of NOK. At 31 December 2023
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https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Stability-report/2020-financial-stability/content/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2021/sm-2-2021/
https://www.norges-bank.no/aktuelt/nyheter-og-hendelser/Signerte-publikasjoner/Staff-Memo/2021/sm-2-2021/
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conditionsofferopportunitiesforhigherreturns.Withanalysesand
frequentpurchasesandsalesofsecurities,thecostofactive
managementishigherthanforpassivemanagement.Examinationof
returnsforthevariousfundsshowsthatfewactivelymanagedfunds
haveoutperformedindexfundsovertime.6

Althoughexchange-tradedfunds(ETFs)havebeenoneofthemost
rapidlygrowingsegmentsintheglobalfinancialmarket,therearefew
ofthesefundsinNorway.ETFsaretradedoverastockexchangelike
equitiesandmaybeeitherindexoractivelytradedfunds.Atend-2023,
therewasonlyoneexchange-tradedfundonOsloBørs.

Somemutualfundsareso-calledfundsoffunds.Thesefundsinvestin
otherfundsandtherebyeasierachievediversificationofrisk,although
forinvestorsthisoftenmeansmoreexpensivemanagement,withfees
payablebothtothefunditselfandtothefundsthatmakeuptheportfolio.

2.8.3 Regulation of mutual funds
TheSecuritiesFundActregulatestheorganisationandscopeofmutual
fundsandfundmanagementcompanies.Mutualfundsareregulatedto
safeguardtheinterestsoftheirunitholders,forexamplebyensuringthat
investmentsarediversifiedtospreadriskandthatunitholdersreceive
informationabouthistoricalreturns,riskandcosts.Finanstilsynetis
responsibleforsupervisingmanagementcompaniestoensurethatthey
operateincompliancewithlegislation.AllNorwegianmutualfundsare
subjecttoapprovalbyFinanstilsynet.

ManymutualfundsareUCITSfunds(Undertakingsforcollectiveinvest-
mentintransferablesecurities).Thistypeoffundcomplieswiththe
EuropeanUnionregulatoryframeworkandisintendedtobeaninvest-
mentalternativeforconsumers.UCITSfundshaveextensiverequire-
mentsgoverningriskspread,investmentuniverseandhowfrequently
unitholderscanredeemtheirshares.

Analternativeinvestmentfund(AIF)issimilartoamutualfundandcovers
awiderangeofdifferenttypesofcollectiveinvestmentundertakings,
suchasrealestateinvestmenttrusts(REITs),privateequityfunds(see
Section2.9.3 Private equity funds)andhedgefunds.ManyAIFshave
complexstructureswithhighriskanddifficultredemptionprocesses.
AnumberoftheseAIFswillthereforenotbeasuitablesavingalternative
forconsumers.ThemanagementandmarketingofAIFsisregulatedby
theActonthemanagementofalternativeinvestmentfunds.Crowd-
funding(seeSection2.9.4 Crowdfunding)mayinsomecasesbe
comprisedbytheActonthemanagementofalternativeinvestment
funds.ManaginganAIFrequiresinprincipleauthorisationbytheFinans-
tilsynet.ManagersofAIFswithtotalassetsbelowcertainthresholdsare
exemptfromthelicensingrequirementbutmustberegisteredina
registeradministeredbyFinanstilsynet.

6 See,forexample,Fama,E.F.andK.R.French(2010):“LuckversusSkillintheCross-SectionofMutualFund
Returns”,JournalofFinance,Vol.LXVno.5.

https://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.479.3099&rep=rep1&type=pdf
https://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.479.3099&rep=rep1&type=pdf
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2.9.1 Finance companies
Financecompaniesmainlyprovideshort-termloansintheformof
leasing,factoring,debtinstrumentloansforthecorporatesectorand
consumerloans,oftencreditcardloans.Theloansareprimarilyfinanced
throughshort-termborrowing.Financecompanylendingtotalledaround
NOK240bnatend-2023.Approximately29%offinancecompaniesin
Norway,measuredbylendingvolume,areforeigncompanieswith
branchesinNorway.

Factoring is a form of corporate financing whereby a business sends 
its accounts receivable (invoices) to the finance company, which 
then immediately pays (lends) about 80% of the value of these 
invoices to the business. The finance company receives payment for 
the invoices and transfers the balance to the business minus fees 
and interest.

2.9.2 Securities firms
Securitiesfirmsorinvestmentfirmsactasintermediariesinsecurities
marketsandareauthorisedbyFinanstilsynettoofferinvestmentservices
relatedtofinancialinstruments.Securitiesfirmshaveacrucialrolein
secondarymarkettradingoffinancialinstrumentsandinproviding
underwritingservicesforcompaniesissuingstockontheprimarymarket,
knownascorporateservices.Themostimportantservicesofferedby
securitiesfirms,inadditiontotraditionalbrokerageandservices,are
investmentadvisoryservices,analysisandguaranteeingfullsubscription
ofanissue.

Securitiesfirmsalsoprovideactivemanagementofinvestors’portfolios
onanindividualbasisandasauthorisedbytheinvestor.Toprevent
conflictsofinterestbetweenclientsandbetweenthefirmanditsclients,
systemsandphysicalinformationbarriersmustbeestablishedbetween
activemanagementandotherbusinessareas.

SecuritiesfirmsareregulatedbytheSecuritiesTradingActandare
subjecttosupervisionbyFinanstilsynet.Extensivestatutoryrequire-
mentsgovernsecuritiesfirms’activitiesandorganisation.Thefirmmust
bestructuredinsuchawaythattheriskofconflictsofinterestiskepttoa
minimum.Inaddition,thefirm’smanagementandownersmustbefitto
manageandownasecuritiesfirm.

Atend-2023,therewere105securitiesfirmswithaNorwegianlicence.
Ofthese,15werebanksauthorisedtooperateassecuritiesfirms.Inaddi-
tion,therewere19branchesofforeignsecuritiesfirms.
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2.9.3 Private equity funds
Privateequityfundsareatypeoffundwherecompaniesinvestin
unlistedcompanies.Theyofferequityordebtcapitalfinancingto
start-ups,oftentocompaniesinthetechnologysector.Investmentis
motivatedbytheprospectofafuturesaleorlisting.Debtcapitalisoften
providedintheformofconvertiblebonds,whichinvestorscanconvert
intosharesatalaterdate.Thesefundsareoftenorganisedasfinancing
partnershipsbetweeninstitutionalinvestorsandaffluentprivate
individuals.

AccordingtoMenonEconomics,privateequityfundsinvested
NOK18.8bninNorwegianandforeigncompaniesin2022.

2.9.4 Crowdfunding
Thedevelopmentofdigitalplatformshasincreasedtherangeoffunding
options.Crowdfundingisthepracticeoffundingabusinessoraprivate
individualbyraisingfinancialcontributionsfromalargenumberof
people.Withtraditionalfundingmodels,ontheotherhand,alimited
numberofinvestors,sometimesonlyonebankorafewlargeinvestors,
areaskedtoinvestasubstantialamount.Incontrast,crowdfundinguses
onlineplatformstoreachmanysmallpotentialinvestorswhomayeach
wishtoinvestrelativelysmallamounts.

Afundingtransactioninvolvesthreedifferenttypesofagents:investors
whoinvest(crowdfunders),acompanyoraprivateindividualseeking
fundingandthecrowdfundingcompanythatfacilitatesthefundingviaan
onlineplatform.

Financialcrowdfundingcomprises:

• Lendingbased crowdfunding (peertopeer lending (P2P)). The
crowdfunder(thelender)lendsmoneytothecompanyortheprivate
individual(theborrower).Theloanisbrokeredbyacrowdfunding
companyviaanonlineplatform.

• Equitybased crowdfunding.Thecrowdfunderpaysanamountinreturn
forownershipinacompanyintheformofunlistedshares.Thecrowd-
fundingofferingisbrokeredbyacrowdfundingcompanyviaanonline
platform.

Financialcrowdfundingistypicallyusedtoraisecapitaltofundsmall
projects.Mostfinancialcrowdfundingplatformsfacilitatefinancingfor
smallandmedium-sizedenterprises(SMEs).SMEscanoftenfindit
difficulttoobtainabankloanorraiseequitycapitalinsecuritiesor
venturecapitalmarkets.Financialcrowdfundingallowsindividualsto
investdirectlyinprojectsorcompaniesthattheywouldnothavehad
easyaccesstootherwise.Forcompanies,thecostofraisingcapitalcan
belower.Crowdfundingcanthusincreasevalueaddedifother
potentiallyprofitableprojectsarerealisedasaresult.

Non-financialcrowdfundingcomprises:
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• Donationbased.Worthycausesandsmallcompaniesandprojectscan

applyforfundingonsuchplatforms.Thefunderdoesnotreceiveany
compensation.

• Rewardsbased. Supportformorecommercialprojectswherethe
funderpledgesanamountandreceivesarewardfromtheproject
ownersuchasadiscountonthefutureproduct(pre-sale)oraproduct
sample.

Crowdfundinghasgrownrapidlyinseveralcountries.Globally,crowd-
fundingisparticularlywidespreadintheUS,whilethelargestcrowd-
fundingmarketinEuropeistheUK(seeOfficial Norwegian Reports (NOU) 
2021: 10 Ny lov om folkefinansiering av næringsvirksomhet [NewActon
crowdfundingofbusinessactivities](inNorwegianonly)).

AlthoughtheNorwegiancrowdfundingmarketisstillsmallcompared
withothercountries,ithasgrowninrecentyears.Basedondatareported
bytheindustry,thesizeoftheNorwegianmarketin2022wasaround
NOK2bn7andmostisloan-basedcrowdfunding.

On10November2021,theEUintroducedaregulationoncrowdfunding.
TheGovernmentapprovedon26January2024thatNorwaywould
participateinthedecisionoftheEEAJointCommitteetoincorporatethe
regulationintotheEEAAgreement.AssumingconsentfromtheStorting
(theNorwegianparliament),theregulationwillapplyasNorwegianlawas
adaptedbytheEEAJointCommittee’sdecision.Theregulationcovers
providersofbothequity-andloan-basedcrowdfundingservices.
Projectsfinancedundertheregulationmustbeforbusinessactivities
onlyandonlyinanamountofuptoEUR5m.Crowdfundingservicesfor
consumersfallsoutsidethescopeoftheregulation.

CrowdfundingplatformsinNorwayarecurrentlysubjecttodifferentrules
dependingontheoperatingmodel.Equity-basedcrowdfundingisregu-
latedbytheSecuritiesTradingActandAlternativeInvestmentFundAct,
whileloan-basedcrowdfundingisregulatedbytheCreditIntermediation
Act,theFinancialInstitutionsActandtheFinancialContractsAct.Both
loan-basedandequity-basedplatformsaresubjecttomoneylaundering
regulations.IntheFinancialInstitutionsRegulation,theMinistryof
Financehasexemptedlendingbyloan-basedcrowdfundingplatforms
fromalicensingrequirementwhencertainconditionsaremet.

IntheFinancial Market Report,theGovernmentstatesthatitwouldfacili-
tatecrowdfundingbysimplifyingtherulesfortheindustryandincreasing
consumerprotection.Requirementsgoverningintermediariesofcreditto
consumersareregulatedthroughtheCreditIntermediationAct.TheAct
wasapprovedbytheStortinginDecember2022andenteredintoforce
on1July2023.8

7 ThesizeoftheNorwegianmarketanddiscussionofthecrowdfundingrulesarebasedonMeld.St.18
(2022–2023),FinancialMarketReport2023(inNorwegianonly).

8 Lovomlåneformidling[Actoncreditintermediation]Lovdata(inNorwegianonly).

https://www.regjeringen.no/contentassets/62f6dd4e0274432da6475e53f4b14d44/no/pdfs/nou201820180005000dddpdfs.pdf
https://www.regjeringen.no/contentassets/62f6dd4e0274432da6475e53f4b14d44/no/pdfs/nou201820180005000dddpdfs.pdf
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Thefinancialinfrastructurereferstothesystemsthatenableeconomic
agentstoconductfinancialtransactions,fromeverydaycardpayments
inshopstotradesinthesecuritiesandforeignexchangemarkets.
Examplesofthefinancialinfrastructurearepaymentsystems,securities
settlementsystems,centralsecuritiesdepositories(CSDs),central
counterparties(CCPs)andtraderepositories.Thefinancialinfrastructure
comprisesboththetechnicalsystemsandtheagreementsandregula-
tionsgoverningtheiruse.Thispublicationtreatscashaspartofthe
financialinfrastructure.

Apaymentsystemcanbedividedinto“systemsforpaymentservices”
and“interbanksystems”.Apaymentservicesystemisthepartofthe
paymentsystemthatisaimedatcustomersandthatmakesitpossiblefor
consumersandfirmstoconvertdepositmoneywithdrawnfromtheir
bankaccountforcash,usepaymentcardsandmakeonlineandmobile
bankingpayments.Aninterbanksystemisasystemthatenablesbanksto
settlepaymentsamongthemselves.

AtthecoreoftheNorwegianinterbanksystemareNorgesBank’ssettle-
mentsystem(NBO)andtheNorwegianInterbankClearingSystem(NICS)
(Chart3.1).NICScalculateswhatthebanksoweeachotherbasedonallof
thepaymentsmadebytheircustomers.Theresultofthisclearingprocess
issentfivetimesdailytoNBO,whereinterbanksettlementisperformed
bytransferringreservesbetweenbanks’accounts.(Readmoreabout
NBOinSection3.2.1 Norges Bank’s settlement system (NBO)andabout
NICSinSection3.2.2 The Norwegian Interbank Clearing System (NICS)).

Chart 3.1 The Norwegian payment system

CLSNBO

Direct participants: Banks / private settlement banks

Indirect participants: Banks

ES-OSL

CCPs
ClearingNICS

Source:NorgesBank
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Asbanks’currencytradingrunsintothehundredsofbillionsofkronera
day,lossescanbeheavyifacounterpartyisunabletofulfilitsobliga-
tions.Tolimitthisrisk,aglobalmulti-currencybankcalledCLSwas
created(seeSection3.2.3 Foreign exchange settlement risk and the CLS 
foreign exchange settlement system).CLSpreventstheriskoflossesby
ensuringthatonesideofatradeisnotpaidunlesstheothersidehasalso
beenpaid.

Thesecuritiessettlementsystem(VPO)coverssettlementofcashand
securities.PaymentforthesecuritiesissettledatNorgesBankandthe
actualsecuritiesaretransferredthroughEuronextSecuritiesOslo
(ES-OSL).(ReadmoreontheES-OSLwebsite.)

CCPsplayanimportantroleinfinancialmarkets(seeSection3.4 Central 
counterparties).Theyenterintotradeswithfinancialinstrumentsand
becomethebuyerforthesellerandthesellerforthebuyer.Theriskof
oneofthepartiestoatradebeingunabletofulfilitssideofthebargain–
knownascounterpartyrisk–isthustransferredtotheCCP,which
guaranteesthatthetradewillbecompleted.SinceApril2010,OsloBørs
Euronexthasrequiredallequitiestradedontheexchangetobesettled
throughaCCP.

3.1 Retail payment services
Retailpaymentservicesgenerallycoverpaymentsbetweenhouseholds,
businessesandgovernmentauthorities,whicharerelativelylowinvalue,
buthighinnumber.Adistinctionisdrawnherebetweenmeansof
paymentandpaymentinstrument.

Ameansofpaymentisaclaimthatistransferredbetweenbuyerand
selleraspaymentforgoodsandservices.Therearetwomainmeansof
payment:cash,whichisaclaimonNorgesBank,andbankdeposits
(depositmoney),whichareclaimsonbanks(seebox:What is money?
intheintroduction).Electronicmoney(e-money)isathirdmeansof
paymentandconsistsofdigitalvalueunitsthatareusedonlyfor
electronicpayments.Customerscanmakee-moneypaymentsusing
bothprepaidcardsandbalancesone-moneyaccounts.

Paymentinstrumentsareusedtotransfermeansofpayment.Thesecan
bedividedintothreemaingroups:cash(whichinturnisalsoameansof
payment),paymentcardsandbanktransfers(suchasonlinebanking
payments).Mobilephonepaymentscanusecards,girosorbothas
underlyingpaymentinstruments.

Cardsandcashareprimarilyusedforpoint-of-salepayments,while
cardsandbanktransfersaremorecommonlyusedforremotepayments
wherebuyerandsellerdonotphysicallymeet.

3.1.1 Cash
Cashisanonymous,physical,independentofelectronicsystemsand
guaranteedbythecentralbank.Thismeansthatcashcanfulfilspecific

https://www.euronextvps.no/
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functionsinthepaymentsystemthatarechallengingtoachievewith
otherpaymentsolutions.

UndertheCentralBankAct,cashislegaltenderinNorway,andunderthe
FinancialContractsAct(inNorwegianonly),aconsumerhastherightto
settleanobligationtoapayeeincash.Depositmoneyisagenerally
acceptedmeansofpaymentbutisnotlegaltender.

NorgesBanksuppliesbankswithcash,whichisthendistributedtothe
public.Atthesametime,theFinancialInstitutionsActrequiresbanksto
acceptcashfromcustomersandmakedepositsavailableforcustomers
intheformofcash.inlinewithcustomers’needsandexpectations.Thus,
itispublicdemandthatdeterminesthevolumeofbanknotesandcoinsin
circulation.

Onlyasmallproportionofpaymentsaremadeusingcash.Cash’sshare
ofthevalueofmeansofpayment(M1)andmainlandGDPisalsolow,and
haslongbeenlow,comparedwithothercountries(Charts3.2and3.3).

Chart 3.2 Value of cash in circulation as a share of 
means of payment (M1) and mainland GDP
Percent
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Chart 3.3 Cash as a share of means of payments (M1) in selected countries
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https://lovdata.no/dokument/NL/lov/2020-12-18-146
https://lovdata.no/dokument/NLE/lov/2015-04-10-17
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However,cashisstillimportantbothforpreparednessinthepayment
systemandsothatconsumerswho,duetovariousreasons,donothave
accesstoorthepossibilitytouseelectronicpaymentsystemscanmake
payments.

3.1.2 Payment cards
Therearethreemaintypesofpaymentcard:debitcards,chargecards
andcreditcards.

Adebitcardisissuedbyabankandislinkedtoabankaccount.Trans-
actionsaredebiteddirectlyfromthecardholder’saccount.Acharge
carddoesnotdebitthecardholder’saccountdirectly.Instead,thecard
issueraccumulatespurchasesoveragivenperiodandbillsthecard-
holderforthetotalamount.Acreditcardworkslikeachargecardbut
givesthecardholdertheoptionofcredit.Thismeansthatthecardholder
canchoosetopayoffall,partornoneofthebalanceonthecard.Any
amountoutstandingattheendofaperiodisrolledovertothenext
period,andinterestbeginstoaccrue.

BankAxeptisNorway’sdomesticdebitcardsystem.Ownedandoper-
atedbybanksinNorwaythroughalimitedcompany,itisbyfarthemost
widelyusedsysteminNorwayfordomesticcardpayments.International
cardsaccountfortheremainingcardpayments.Internationalcardsare
paymentcardsissuedinNorwaybyNorwegianbanksorcardcompanies
underlicencefrominternationalcardsystemssuchasVisaandMaster-
Card.Thesecanbedebitcards,chargecardsorcreditcards.Formore
detailedinformationonpaymentsusingBankAxept,seebox:How does a 
BankAxept card payment work?.

Themostcommonpaymentcardsareco-badged,combiningBankAxept
andaninternationaldebitcard.Morethanhalfofissuedpaymentcards
areofthistype,whileslightlymorethanoneinthreecardsisaninter-
nationalcreditcard.Thetraditionalwayofpayingwithapaymentcardis
forthecard’schiptobereadinaphysicalpaymentterminalandthe
cardholdertoenterthePIN.

Mostcardpaymentsarecontactless.Theseprimarilyuseeithera
physicalcardoramobilephoneonwhichthecarddetailsarestored
electronically.Communicationbetweenthepaymentterminalandthe
paymentcardormobilephoneuseswirelesstechnology:paymentis
madebyholdingthecardormobilephoneclosetothepaymentterminal.
TheuserdoesnotnormallyneedtoenteraPINifthepaymentisbelowa
certainamount.Paymentcardsarealsousedforremotepayments,
mainlywhenbuyinggoodsonline.Inthiscase,usersentertheircard
detailsandapprovepaymentsinanonlinepaymentterminaldirectfrom
theirowncomputers.Alternatively,theprocesscanbesimplifiedusing
digitalwallets.
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How does a BankAxept card payment work?
SevenoutoftencardpaymentsinNorwayaremadewithaBankAxeptcard.Mostofthesepayments
aredebitcardtransactions.ThemajorityofBankAxeptcardsareco-badgedcardsandalsoinclude
anotherpaymentsolution,generallyVisaorMasterCard,butinpractice,BankAxeptisautomatically
selectedbymostpaymentterminalsunlessthepayeractivelychoosesthealternativepayment
solution.

TobeabletoacceptpaymentsusingBankAxeptcards,apointofsale(themerchant)musthavean
agreementwithbothBankAxeptandabankthatguaranteessettlementofthesetransactions.
Settlementmeansthatthemerchant’saccountiscreditedwithallpaymentsmadewithBankAxept
cardsusingtheshop’spaymentterminalsinagivenperiod.Theterminalsthemselvescanberented
orpurchasedfrombanksorothersuppliers.Payersmusthaveanagreementwithabanktolinka
BankAxeptcardtotheiraccount.

What happens when a payment is made with a BankAxept card?
WhenacustomerusesaBankAxeptcard,theterminalreadsthedataonthecardandasksthe
customertoenteraPIN.Arequesttoauthorisethepaymentisthengenerated.Thisissenttoacentral
paymentprocessor,whichchecksthatthecorrectPINhasbeenusedandthattherequestcomesfrom
agenuineterminalatarealmerchant.Theauthorisationrequestisthenforwardedtotheissuingbank
(thecardholder’sbank)(Chart3.4).

Theissuingbankchecksthatthecriteriaforauthorisingthetransactionhavebeenmetthatthecard
hasnotbeenblockedandthattherearesufficientfunds.Theresponse(yesorno)issentbytheissuing
banktotheprocessor,whichthenforwardsittotheterminalatthepointofsale,wheretheresultis
displayedonthescreen.Allofthisnormallytakesplaceinlessthanhalfasecond.

NICSperformsinterbankclearingandsettlement(seeSection3.2.2 The Norwegian Interbank Clearing 
System (NICS)).Clearingandsettlementofthesetransactionstakeplacefivetimeseachweekday.Until
settlement,aholdisplacedontheauthorisedamountinthepayer’saccountsothatthismoneycannot
bespenttwice.AftersettlementinNorgesBank,NICSsendsthetransactiondatatotheacquiringbank
(themerchant’sbank)forthemerchant’saccounttobecredited,andtotheissuingbankforthepayer’s
accounttobedebited.

Chart 3.4 BankAxept payment process

Issuing bank Acquiring bankCentral payment processor
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Card holder POS
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Somebusinesses,suchassomesupermarketandfillingstationchains,
alsoissuecardsforpaymentpurposes.Thesecardscanonlybeusedin
theissuer’soutletsandarethereforenotregardedasproperpayment
cards.

Thenumberofgoodsandservicespurchasesmadeusingpayment
cardshasrisenovertime(Chart3.5),partlybecauseofariseinthetotal
numberofpayments(increasedspending)andpartlybecausecard
paymentshavetosomeextentreplacedcashpayments.

Norwayhasoneofthehighestlevelsofcardusageingoodsandservices
purchases(Chart3.6).AttheotherendofthescalearetheMediterranean
countriesandGermany.Germanyisoneoftheadvancedeconomieswith
lowestcardusage.Onlineshoppingaccountsforanincreasingshareof
cardpayments(Chart3.7).PaymentstoNorwegianwebsitesaccountfor
welloverhalfofonlinepayments.

Chart 3.5 Annual card transactions per capita 
and value per card transaction in NOK
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Chart 3.6 Card transactions per capita in selected countries 
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3.1.3 Bank transfers
Householdsusebanktransferstopaybillsandmakepaymentstoothers.
Businessesusethemtopaybillsandwages.

Banktransfers,alsoknownasgiropayments,involvethedirecttransfer
ofmoneyfromoneaccounttoanother.Therearetwotypes:debit
transfersinitiatedbythepayee,suchaspaymentsusingAvtalegiro
(directdebit),whilecredittransfersinitiatedbythepayer,suchas
paymentsregisteredbyconsumersusingonlinebanking.Ifdebittrans-
fersarecombinedwithaninvoicethatissentelectronically(e-invoice
ordirectdebit),thepaymentprocesswillbefullyautomaticforthe
customer.Bothpayeeandpayermusthaveanagreementwiththeirbank
fordirectdebitstotakeplace.

Debitandcredittransfersareusedmainlyforremotepaymentswhere
payerandpayeedonotphysicallymeet.Somepaymentsatpointofsale
canalsoresultinbanktransfers.Forexample,apaymentwithacredit
cardwillinitiallycountasacardpayment,buteventuallythecustomerwill

Chart 3.7 Online payments using Norwegian payment cards
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Chart 3.8 Use of payment instruments
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besentaninvoiceorbillthatneedstobepaid.Thislastpaymentis
recordedasadebitorcreditbanktransfer.

Thenumberofcardpaymentsismuchhigherthanthenumberofbank
transfers(Chart3.8).Theaveragevalueofabanktransferisfarhigher
thantheaveragevalueofacardpayment.

Thevastmajorityofbanktransfersmadebyretailcustomersarenow
electronic.Chart3.9showsthedifferenttypesofbanktransfers.Paper-
basedandmanualtransfers,suchaspostalgiroandtelegiropayments,
arerarelyusedthesedays.Standardonlinebankingpaymentsarethe
mostcommonwayforretailcustomerstopaytheirbills,buttheuseof
otherefficientmethods,suchasdirectdebit,isalsowidespread.Direct
debitpaymentsaremadeautomaticallywhentheyfalldue,providedthat
thecustomer’saccounthassufficientfunds.Instantpaymentsare
anothercommonmeansofpayment,wherethepayeereceivespayment
almostimmediatelyafterthepaymenthasbeeninitiatedbythepayer.

Formoreinformationonretailpaymentservices,see“Retailpayment
services2023”,Norges Bank Papers1/2024,NorgesBank.

3.2 Interbank systems
3.2.1 Norges Bank’s settlement system (NBO)
NorgesBankistheultimatesettlementbankintheNorwegianpayment
system.AllpaymentsmadeinNOKareultimatelysettledbetweenbanks
inNorgesBank’ssettlementsystem(NBO).Thisincludesordinary
paymentsbyhouseholdsandfirms,largepaymentsinthefinancialand
foreignexchangemarkets,andpaymentsinvolvingthepublicsector.
AveragedailyturnoverinNBOin2023wasaroundNOK355bn.

NBOisalsousedtoimplementNorgesBank’smonetarypolicy.Read
moreabouttheimplementationofmonetarypolicyinSection1.1 Money 
marketsandinbox:Norges Bank’s liquidity management and overnight 
lending rateinSection1.

Chart 3.9 Debit and credit transfers from retail customers
In millions of transactions
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Intotal,111bankshaveanaccountwithNBO,includingmostNorwegian
banks.Thesebankscanparticipatedirectlyorindirectlyinthevarious
settlementsinNBO.Indirect(ortiered)participationmeansthatabank
reliesonanotherbank(adirectparticipant)toperformsettlementinNBO
onitsbehalf.AlthoughmostNorwegianbankshaveanaccountwithNBO,
fewbankssettletheirtransactionsdirectlyinNBO.Theseareprimarily
thelargestNorwegianbanksandtheNorwegianbranchesofScandinavian
bankinggroups.ThemajorityofNorwegianbankshaveonlyafewgross
transactionsandparticipateinnetsettlementsthroughoneofthebig
banks.ForeignbankswithoutbranchesinNorwaycanholdaccountsin
NorgesBankbutchoosetoparticipateindirectlyinthesettlementin
NorgesBank.Intermsofvalue,transactionsoriginatingfromforeign
banksaccountforasubstantialshareofturnoverinNBO.

NBO’sturnoverstemsfromthefollowingsettlements:

• Grosssettlements(settlementofindividualtransactionsinrealtime)
accountformorethan85%ofturnoverinNBO(Chart3.10).Thesetrans-
actionsincludelargefinancialmarkettransactions,oftenrelatedto

Chart 3.10 Turnover in NBO
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banks’foreignexchangetrading,liquiditymanagementandpayments
onbehalfofcustomers(Chart3.11).Theaveragesizeofthesetrans-
actionswasjustoverNOK94min2023.AllNorwegianbankswithan
accountwithNBOcanparticipatedirectlyingrosssettlement,butonly
10–15banksdoso.

• NICSNetprimarilysettlesordinaryretailpaymentsbutalsosome
small-scalefinancialmarkettransactions(belowNOK25m)(see
Section3.2.2 The Norwegian Interbank Clearing System (NICS)).

• Securitiessettlementisthesettlementofsecuritiestransactions,
includingpaymentsbetweenbanksrelatedtosecuritiestransactions.
TheactualsecuritiesaresettledthroughEuronextSecuritiesOslo
(ES-OSL)(seeSection3.3 Securities settlement (VPO)).Participantsin
VPOthatdonothaveanaccountwithNorgesBanksettlethecashleg
ofsecuritiestransactionsthroughabank(liquiditybank).

NorgesBankrequiresbankstohavesufficientfundstocoverthe
positionstheyintendtosettleinNBO.Thiscanbeintheformofdeposits
oruseofthelendingfacilityatNorgesBank.Togainaccesstothelending
facility,banksmustpledgesecuritiesregisteredinacentralsecurities
depositoryascollateralinfavourofNorgesBank.Banks’available
liquidityfromthecentralbank’slendingfacilitygenerallyexceedswhat
theyneedtosettlepayments.

TheScandinavianCashPoolhasbeendevelopedbyNorgesBankin
collaborationwiththeRiksbank(Sweden’scentralbank)andDanmarks
Nationalbank(Denmark’scentralbank)tofacilitateliquiditymanagement
forbanksthatparticipateinsettlementsatsomeoralloftheScandinavian
centralbanks.ThePoolallowsbankstousedepositsinonecentralbank
ascollateralforloansfromanother.

3.2.2 The Norwegian Interbank Clearing System (NICS)
NICSisthebanks’jointsystemforreceivingandclearingpayment
transactions.AlmostallpaymenttransactionsinNorwayaresenttoNICS
forclearingbeforebeingsenttoNBOforsettlement.Small-value
payments,suchascardpaymentsandbanktransfers,arenettedsothat
eachbankhasasingledebitorcreditpositionagainstotherparticipant
banks.TheclearingisperformedbyNICSandsenttoNBOforsettlement
(netsettlement)fivetimesdaily:at5.30am,9.30am,11.30am,1.30pm
and3.30pm.

AllbanksthatparticipateinNICSdosodirectly.Bankscanparticipate
inthenetsettlementatNorgesBankeitherdirectly(Tier1banks)or
indirectly(Tier2banks).OnceclearinginNICSiscomplete,theTier1
banksthatserveassettlementbanksforTier2bankssettlethesebanks’
positionsatNorgesBank.Thesepositionsarethenaddedtothesettle-
mentbank’sownpositionsothatthesettlementbankhasasingle
positioninthenetsettlement.OncesettlementinNBOiscomplete,the
Tier2bank’saccountwiththesettlementbankisdebitedorcredited.
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Attheendof2023,20banksparticipateddirectlyinnetsettlementin
NBO(Tier1banks)and91banksindirectly(Tier2banks).Thelargest
privatesettlementbankisDNBBankASA,whichsettlesonbehalfof82
banks,whileSpareBank1SMNisthesettlementbankfor7banks,and
SpareBank1Nord-NorgeandDanskeBankforonebankeach.

PaymentsclearedthroughNICSarebelowNOK25m.Large-value
payments,orspeciallymarkedpayments,aresenttoNBOforgross
settlement,eitherdirectlytoNorgesBankorviaNICS.NICShas
introducedareal-timepaymentsolutionwherethepayee’saccount
iscreditedwithinsecondsofpaymentinitiationandbeforethepayer’s
bankisdebited.Thepaymentisbackedbycentralbankmoney,which
eliminatesinterbankcreditrisk.

NorgesBankhasawardedthelicencetooperatetheNorwegian
InterbankClearingSystem(NICS)tothefinancialindustry’sinfrastructure
company,BitsAS(Bits),whichissubjecttosupervisionbyNorgesBank.
BitshasoutsourcedthetechnicaloperationofNICS.1Althoughthe
technicaloperationofNICShasbeenoutsourced,Bitsremains
responsibleforitsoperation.

1 OperationofNICShasbeenoutsourcedtoMastercardPaymentServicesInfrastructure(Norway)AS.

Central bank digital currencies
Anumberofcentralbanks,includingNorgesBank,areconsideringwhethertoissueageneralpurpose
centralbankdigitalcurrency(CBDC)inthefuture.Thisformofmoneyisaclaimonthecentralbankinthe
officialcurrencyandwouldthenbeanewrepresentationofNorwegianmoneyandserveasasupplement
tocashandtraditionalpaymentsusingbankdeposits.

Technologicaladvanceshavebroughtthisissuetothefore.Fallingcashusageandthepossibilityofmajor
changesinthemonetaryandpaymentsystemhaveraisedthequestionofwhethernewfunctionswillbe
neededinordertoensurethatpaymentsystemsremainefficientandrobustandtomaintainconfidencein
themonetarysystem.

TheintroductionofaCBDCcouldbeanappropriatemeasuretostrengthencontingencyarrangementsin
thepaymentsystemandcontributetoinnovationinpaymentservices.Atthesametime,theintroductionof
CBDCscouldimpactbankfundingandfinancialstability,seeforexample“Vilbankenesutlånsrenterøke
vedinnføringavdigitalesentralbankpenger”[Willtheintroductionofacentralbankdigitalcurrencypush
upbanks’lendingrates],apostonbankplassen.norges-bank.no,ablogwrittenbyNorgesBankstaff,
24June2021(inNorwegianonly).CBDCscantakedifferentformsdependingonpurpose.

AstudyofCBDCscomprisescomplexissues.NowesterncountryhasyetintroducedCBDCsandthereis
thereforelimitedinternationalexperiencetodrawon.Moreanalysisisneededtoassesshowabest-
suitedCBDCsolutionshouldbedesignedandwhetheritisanappropriatesolutionrelativetothecosts
requiredtoestablishandoperatesuchnewinfrastructure.InJanuary2024,NorgesBankdecidedto
continueitsstudyonCBDCstoprepareforanintroductionofaCBDCifthisshouldprovenecessaryto
secureanefficientandsecurepaymentsystem.ThestudycomprisesbothretailCBDCsandwholesale
CBDCsforinterbanksettlement.NodecisionhasbeenmadetointroduceaCBDC.

https://www.norges-bank.no/bankplassen/arkiv/2021/vil-bankenes-utlansrenter-oke-ved-innforing-av-digitale-sentralbankpenger/
https://www.norges-bank.no/bankplassen/arkiv/2021/vil-bankenes-utlansrenter-oke-ved-innforing-av-digitale-sentralbankpenger/
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3.2.3 Foreign exchange settlement risk and the CLS foreign exchange 
settlement system
Foreignexchange(FX)settlementinvolvestheriskofcounterparty
default,oftenreferredtoasHerstattriskafterGermanbankofthatname,
whichfailedin1974(formoreaboutHerstattrisk,see“BankFailuresin
MatureEconomies”,BCBS Working Papers No. 13,April2004,andbox:
Herstatt risk).

CLSwassetupin2002toreduceFXsettlementrisk.SettlementinCLSis
basedonpaymentversuspayment(PvP),whichmeansthatbanksare
protectedfromdeliveringonepartofatradeuntiltheyhavereceivedthe
otherpart.Thismeansthatsettlementriskissubstantiallyreduced,and
thetransactingbanksonlyhavecreditriskexposuretoCLS.CLS
currentlysettlesFXtradesin18differentcurrencies.

CLSBankislocatedinNewYorkandissupervisedbytheUScentralbank,
theFederalReserve.NorgesBankandtheothercentralbankswhose
currenciesaresettledbyCLSBankaremembersofanoversight
committeechairedbytheFederalReserve.CLSBankisorganisedasa
limitedliabilitycompanyownedbysettlementmembers.

ParticipationinCLScanbeeitherdirect(asasettlementmember)or
indirect(asathirdparty).Settlementmembersmakeallincomingand
outgoingpaymentsthemselves,whilethirdpartiesparticipatethrough
asettlementmember.DNBistheonlyNorwegiansettlementmember.
ActualsettlementinCLSisgross(paymentversuspayment)inprivate
bankmoney(bankdeposits,alsoknownasinsidemoney)inCLSBank,
butbankspayinanetamountcalculatedbyCLSforeachcurrency.
SettlementmemberspayandreceivefundsthroughCLS’scentralbank
accountviatheirownaccounts.

Ifasettlementmemberdoesnothaveanaccountwithacentralbank,
paymentsaremadeviaanotherbankwithanaccountatthatcentral
bank,knownasacorrespondentbank.Therearefourcorrespondent
banksforNorwegiankroner:DNB,Nordea,SEBandDanskeBank.

Herstatt risk
Onewidelydiscussedincidentthathadsignificantconsequencesfortheforeignexchangemarketwas
thefailureoftheGermanbankBankhausHerstattinJune1974.Thishappenedduringtheafternoon,local
time,aftertheGermansettlementsystemhadclosed,butbeforethefinalsettlementintheUS.Manyof
thebank’scustomers,whowantedtoconvertGermanmarksintoUSdollars,hadalreadysentGerman
markstoHerstattandwereexpectingtoreceivetheirdollarslaterthatdayinNewYork.However,
Herstatt’scorrespondentbankinNewYorksuspendedalloutgoingpaymentsonbehalfofHerstattonce
itbecameknownthatthebankwasinsolventandhadceasedoperating.Someofthesecustomerswere
leftwithconsiderableexposuretoHerstatt,andsomecustomers’claimswerenevermet.Herstattrisk
hascometobeusedwidelyasanalternativetermforforeignexchangesettlementrisk.

https://www.bis.org/publ/bcbs_wp13.htm
https://www.bis.org/publ/bcbs_wp13.htm
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ThesecorrespondentbankssendandreceiveNorwegiankronerinNBO
onbehalfoftheirparticipantbanks.CLShasatotalofmorethan70
settlementmembers.FundsinNOKarepaidandreceivedthroughCLS’s
NorgesBankaccountviathefourcorrespondentbanksandHandels-
banken(seetheCLSwebsite).

3.3 Securities settlement (VPO)
Thesecuritiessettlementsystem(VPO)hasacashlegandasecurities
leg.OwnershipofNorwegianfinancialinstrumentsisregisteredelectron-
icallyinEuronextSecuritiesOslo(ES-OSL),theonlyNorwegianCSD.
InformationaboutsecuritiesisregisteredintheCSD,suchasthenameof
theissuerandtheowner,andwhetherthesecuritieshavebeenpledged
ascollateral.Asecuritiestradeisnotcompleted(doesnotgainlegal
protection)untilthechangeinownershipisregisteredinaCSD.All
financialinstrumentscanberegisteredinaCSD.CSDsareregardedas
systemicallyimportantinstitutions.

ThetotalmarketvalueofsecuritiesregisteredinES-OSLiscurrently
aroundNOK8000bn.Whenasecurityissold,thesecurityitselfistrans-
ferredfromthevendor’saccounttothebuyer’saccountatES-OSL,while
thecashlegissettledatNorgesBank.VPOsettlementstakeplacethree
timesaday(earlymorning,latemorning,andafternoon).Grossdaily
turnoverforsecuritiessettlementsatES-OSLwasaroundNOK108bnin
2023,whereasthedailynetsettlementvalueatNorgesBankwasaround
NOK11bn.LikeOsloBørsEuronext,ES-OSLisownedbytheinternational
groupEuronextN.V.,whichalsoincludesotherCSDs(Chart3.12).

Traditionally,eachcountryhashaditsownsolutionsfortradingand
settlementofsecurities.Inrecentyears,however,theEUhasworkedto
promotefurtherintegrationoftheEuropeansecuritiesmarkets.One
exampleofthisistheEUCentralSecuritiesDepositoryRegulation(CSDR),
whichhascontributedtostandardisinglegislationinEuropeancountries.

Chart 3.12 Euronext Group
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https://www.cls-group.com/products/settlement/clssettlement/membership/
https://www.cls-group.com/products/settlement/clssettlement/membership/
https://www.cls-group.com/
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ES-OSLbegantouseitsnewauthorisationunderCSDRon1March2022.
TheCSDRhasbeentransposedintothenewNorwegianCentralSecurities
DepositoryAct.TheCSDRwasimplementedinNorwayon1January2020
(seebox:European legislation on securities and derivatives).Mostofthe
CSDsintheEU/EEAareaholdaCSDRlicence.Today,thereare29
CSDR-licensedCSDs,includingES-OSLandtheotherEuronextCSDs.

European legislation on securities and derivatives
TheEUisworkingtocreateasinglesecuritiesmarketintheEUwithmoreefficientcompetitionand
enhancedtransparencyinsecuritiesandderivativestrading.Toachievethis,theEUhasintroduceda
numberofdirectivesandregulationsinrecentyearsontradingandsettlementoffinancialinstruments.
ImportantexamplesincludetheMarketsinFinancialInstrumentsDirectives(MiFIDIandII),theEuropean
MarketInfrastructureRegulation(EMIR)andtheCentralSecuritiesDepositoriesRegulation(CSDR).

• MiFIDIregulateswhathappensbeforeatradeismadeandaimstoimproveprotectionofinvestors.For
example,therearerestrictionsontheinformationthatcanbeprovidedtocustomersandonthetypesof
productthatcanbeofferedtodifferentkindsofcustomer.TheDirectivealsorequiresthebestbidand
offerpricestobequotedaheadofthetrade,withsubsequentpublicationoftheprice,volumeandtiming
ofatrade.MiFIDIwasintroducedinNorwayin2007.

• MiFIDIIisanextensionofMiFIDIinresponsetoanumberoftrendsinthemarket.Forexample,MIFIDII
introducesrequirementstolimittheriskofinstabilityandmarketmanipulationasaresultofhigh-
frequencytrading(HFT)usingcomputerprograms.Tradingmodelsbasedonmathematicalalgorithms
mustbedesignedinsuchawaythattheyarerobusttodifferentmarketconditions.Participantsmust
alsosupplythesupervisoryauthoritieswithdetailedinformationonthealgorithmstheyuse.MiFIDIIwas
introducedinNorwaythrougharegulationon1January2018.

• EMIRrequiressuitableOTCderivativestobeclearedthroughaCCPandallderivativestradestobe
reportedtoatraderepository.Thecentralclearingrequirementappliestofinancialfirmsthattradein
derivativesoutsideregulatedtradingvenues.Non-financialfirmsmustuseCCPsforOTCderivative
transactionsaboveacertainvolume.EMIRwasintroducedinNorwayon1July2017.

• CSDRstandardisesnationallegislationoncentralsecuritiesdepositories(CSDs)andaimstopromote
competitionbetweenCSDsindifferentcountries.TheRegulationprovidesforlinksbetweenCSDs,
allowinginvestorsandissuerstochoosewhichdepositoryasecurityshouldberegisteredin,wherethis
doesnotcontravenenationallegislation.Harmonisationoftherulesindifferentcountriesisessentialfor
efficientcross-bordersettlementsontheT2Splatform.AnewCentralSecuritiesDepositoryAct,which
implementsCSDRinNorway,enteredintoforceon1January2020andsupersedestheprevious
SecuritiesRegisterAct.

Acommonfeatureoftheseregulationsisthatprovidersoffinancialinfrastructureservices(CCPs,CSDs,
traderepositoriesandinvestmentserviceproviders)authorisedinoneEUmemberstateareentitledto
operatethroughouttheEU/EEA(knownasthe“singlepassport”).Non-EUserviceproviderscanapplyto
theEuropeanSecuritiesandMarketsAuthority(ESMA)forthird-countryrecognition.Providersthatare
authorisedbytheEU(eitherdirectlyoronathird-countrybasis)aresubjecttopan-Europeansupervision
andoversight,whereforexampleESMAparticipates.
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TheauthorisationwasgrantedbyFinanstilsynet,whichisthecompetent
authority,afterconsultationwithNorgesBank,whichistherelevant
authorityaccordingtoCSDR.

CSDsauthorisedundertheCSDRmayofferservicesthroughouttheEU/
EEAiftheyhavenotifiedthecompetentauthorityinthecountrywhere
servicesaretobeprovided.TheCSDRallowsissuersandinvestorsto
chooseamongcompetingCSDs.Thepurposeistopromoteasingle
securitiesmarket.

TheestablishmentofTARGET2andTARGET2-Securities(T2S),theECB/
Eurosystempaymentsystemforprocessingcross-borderpaymentsand
securitiestransactions,alsopromotesEuropeanintegration(seebox:
TARGET2-Securities (T2S)).

3.3.1 How are trades made?
Financialinstrumentsaretradedbothonregulatedtradingvenues(for
examplestockexchanges)andunregulatedmarkets(seealsobox:
Turnover in securities: Exchange-traded and OTCinSection1).

Beforebuyingorsellingequitiesonaregulatedtradingvenue,aninvestor
mustbeacustomerofasecuritiesfirm(broker).Thetradeisinitiated
whenthecustomerasksthebrokertoplaceanorderinthevenue’s
tradingsystem,statingwhichsecuritiesaretobeboughtorsoldtogether
withthedesiredvolumeandprice.Thetradingvenuecomparesbuyand
sellorders,andtradesareexecutedassoonastherearebuyandsell
ordersthatmatchintermsofprice,volumeandanyotherterms.Atrade
isnormallysettledtwodaysafterbeingmade.

Investorsinthebondmarketarenormallylargeinstitutions,suchasbanks
andinsurers,andgenerallytradebilaterallyoutsideatradingvenue(OTC),
agreeingbetweenthemthevolume,price,settlementdateandanyother

TARGET2-Securities (T2S)
Theworktocreateasinglemarketforfinancialserviceshasbeenstrengthenedbythedevelopmentof
infrastructureforcross-bordersecuritiessettlement(Target2-Securities(T2S))undertheauspicesofthe
EuropeanCentralBank(ECB).

T2Siscurrentlyusedby19centralsecuritiesdepositories(CSDs).ExceptfortheDanishCSD,Euronext
SecuritiesCopenhagen,allCSDssettleineuros.NorgesBankandEuronextSecuritiesOslo(ES-OSL)may
joinatalaterdateifthereissufficientinterestamongmarketparticipantsandifNorgesBankcanreacha
satisfactoryagreementwiththeECB.

UnderT2S,banksstillhavesecuritiesaccountswithCSDsandcashaccountswithcentralbanks,butthe
accountswithcentralbanksandCSDsparticipatinginT2Sarelinked.Settlementinsecuritiesaccounts
andcentralbankaccountstakesplaceonatransaction-by-transactionbasis,withsecuritiesandcash
beingtransferredsimultaneously.IfCSDshaveaccountswitheachother,twobankswillbeabletosettle
securitiestradeswithoneanotherdirectlyeveniftheyarenotmembersofthesameCSD.
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terms.Thebuyerandseller(ortheirbrokers)sendinformationonthe
tradetotheCSD,whichmatchestheinformationfromthetwoparties.As
withequities,tradesarenormallysettledtwodaysaftertheytakeplace.

3.3.2 How does securities settlement work?
Anumberofdifferenttypesofagentsparticipatedirectlyinthesecurities
legofVPO,includingthesecuritiesdepartmentsoflargeNorwegian
banks,branchesofforeignbanks,someNorwegianbrokeragesand
centralcounterparties(CCPs),slightlymorethanhalfofwhichalso
participatedirectlyinthecashlegatNorgesBank.Privateinvestorsanda
numberofbanksparticipateinVPOindirectlythroughoneofthesedirect
participants.

TradinginfixedincomeinstrumentsandinequitiesissenttoES-OSLby
thesecuritiesfirms.ES-OSLchecksthattheinformationonpurchases
andsalesmatchesintermsofprice,volumeandotherterms.Ifthetrade
isinequities,aCCPwillnormallybecomethecounterpartyinthesecuri-
tiessettlementinES-OSL(seeSection3.4 Central counterparties).

VPOisamultilateralnetsettlement.ES-OSLcalculatesanetpositionfor
eachbankbasedontheagreedsecuritiestransactions.NorgesBank
executesthecashlegofthesettlementandES-OSLentersthesecurities
transactionsintheparticipants’securitiesaccounts(thesecuritieslegof
thesettlement).Thissolutionensuresthatsecuritiesonlychangeowner
afterthebuyerhaspaidandthesellerhasdelivered(deliveryversus
payment).CCPsparticipateinsecuritiessettlementbutgenerallyhavea
netpositionclosetozero,becausetheyactassellerforthebuyerand
buyerfortheseller.

Oncesettlementbetweensecuritiesfirmsandbanksiscompleted,
investors(andotherindirectparticipantsinthesettlement)arecredited
ordebited.Inthecashleg,thismeansthatsecuritiesfirmstransfer
moneytotheinvestorsthathavesoldsecuritiesanddebittheinvestors
whohavepurchasedsecurities.Thiscanalsobedonepriortosettle-
ment.ForNorwegianinvestors,Norwegianequitiesareregisteredonan
ES-OSLaccountinthenameoftheinvestor.Otherwise,equitiesmaybe
registeredintheinvestor’sbank(nomineeregistration),whereonlythe
nameofthenomineeandnotthenameofthebeneficialownerappears
inVPS.Therearecurrentlyabout1.6mES-OSLaccounts.

3.4 Central counterparties
Acentralcounterparty(CCP)entersintoatransactionbetweenbuyerand
sellerandbecomesthecounterpartyforboth(clearing).Theoriginal
contractisreplacedwithtwonewones:onebetweenthebuyerandthe
CCPandonebetweenthesellerandtheCCP.Thepartiestothetrans-
actionwillnotbeexposedtoeachother,buttotheCCPinstead(Chart
3.13).TheCCPguaranteescompletionofthetransactionsthatarecleared
throughitandisresponsibleforpaymentofanymarginrequirements.
Marginrequirementsareeitherintheformofcashorsecuritiesandare
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intendedtoensurethattheCCPdoesnotincuralossintheeventof
counterpartydefault.

3.4.1 Use of central counterparties
Theglobalfinancialcrisisin2008revealedthatmarginrequirementsfor
bilateraltradinginderivatives(OTCderivatives)werenotadequate.In
addition,theauthoritieswereunawareofthescaleandtypeofexposures
betweenmarketparticipants.Drawingontheexperiencegainedduring
thefinancialcrisis,theG20leadersagreedtostrengthentheregulation
ofderivativesmarkets.Importantly,itwasagreedthatOTCderivatives
shouldtoagreaterextentbesettledviaCCPs.Thishasbeenfollowedup
intheUSbymeansoftheDodd-FrankActandinEuropethroughthe
EuropeanMarketInfrastructureRegulation(EMIR)(seebox:European 
legislation on securities and derivatives).

EMIRwasincorporatedintoNorwegianlawon1July2017(seealso
Appendix 3: Important financial system legislation).UnderEMIR,standard
interestratederivatives,whicharebyfarthemostwidelytradedderiva-
tives,aresubjecttoclearing(Chart3.14).Forexample,banksuseinterest

Chart 3.13 Central counterparty (CCP)
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ratederivativesinconnectionwithforeigncurrencyborrowinginbond
markets(seebox:Norwegian banks’ and mortgage companies’ bond 
funding abroadinSection1).Today,Norwegianbankssettleinterestrate
derivativesbilaterallyandthroughSwapClear,whichispartoftheUK
CCPLCHClearnet(LCH).DNBBankASAparticipatesdirectlyinSwap-
Clear,asdoanumberofotherNordicbanks.

ClearingthroughaCCPhasalsoincreasedbecausemanytradingvenues
havemadeitarequirement.Clearingofequitieshasbeencompulsoryon
OsloBørsEuronextsince2010.TheclearingobligationonOsloBørs
Euronextcameaboutprimarilyasaresultofforeignparticipants’interest
inanonymoustrading.Norwegianequitiesarealsotradedonother
tradingvenues(Chart3.15).ManyCCPsareactiveonmanytrading
venues.CCPsthatclearequitiesinNOKtakepartinthecashlegat
NorgesBank,eitherdirectlyorthroughanotherbank.

3.4.2 Central counterparties and financial stability
Inprinciple,aCCPhasabalancedposition(a“matchedbook”).Any
fluctuationsinthepricesoftheequitiesorderivativesthatitclearswill
thereforenotinvolveariskoflossesfortheCCP.Itisstill,however,
exposedtoaconditionalmarketrisk.Ifeitherpartyfailstofulfilits
obligationsunderthetrade,theCCPisobligedtohonourthetermsofthe
originaltradewiththepartythathasnotdefaulted.Inthissituation,the
CCP’spositionwillnolongerbebalanced.TheCCPwillthencloseout
thepositionbyenteringintoanewcontracttobuyorsellanopposite
positioninthemarket.Tolimitrisk,theCCPwilltrytocloseoutthe
positionquicklyonceaparticipanthasdefaulted.

Tomanagetherisktheytakeon,CCPsrequireCCPmemberstodeposit
marginsandpaycontributionstoadefaultfund.Ifamemberdefaults,
lossesmustinitiallybecoveredbythemarginanddefaultfund
contributionpaidinbythedefaultingmember.Ifthelossesexceedthe
marginandthedefaultfundcontribution,theCCP’sownequityisused.
Anylossesbeyondthatmustbecoveredbyotherparticipants’default
fundcontributions(Chart3.16).

Chart 3.15 Trading, clearing and settlement of equities in NOK
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MostdirectparticipantsinaCCParelargebanks.IfaCCP’slossesareso
largethatithastoexhaustthedefaultfundtocloseouttheposition,the
CCPmayrequiremembers(includingNorwegianbanks)topayinan
additionalcontributiontothedefaultfund.Thesizeofthesecontributions
dependsonthecontractstheCCPshavewithmembers.

3.4.3 Central counterparties and systemic risk
CCPsshouldhaveclearandpre-definedproceduresforthemanage-
mentofaclearingmemberdefault.Withclearprocedures,margin
requirementsandrequireddefaultfundcontributions,problemsareless
likelytoarisecomparedwithbilateralsettlement.Sincetradingvenues
introducedtheobligationtouseaCCP,marketparticipants’exposures
havebeenconcentratedinasmallnumberofCCPs.Thismeansthatthe
consequencescouldbeconsiderableifaCCP’sriskmanagement
proceduresareinadequate.

CCPsoftenoperateinmorethanonecountry.ToensurethatCCPstake
sufficientaccountoftheriskstheyface,theauthoritieshaveintroduced
closemonitoringandextensivecross-bordercollaboration.The
Norwegianauthoritiesparticipateinthegroups(colleges)responsible
forthesupervisionandoversightofCCPsactiveintheNorwegian
securitiesmarket.

Chart 3.16 Illustration of the central counterparty default waterfall
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2. Share of the central counterparty's equity
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AppendixAppendix 1
Regulation of financial markets and trading 
venues
Infinancialmarkets,savingsarechannelledtoinvestments,andriskis
allocatedaccordingtoinvestors’willingnesstobearrisk.Moreover,many
marketsgeneratepricesthatarecommunicatedtothepublicandthus
functionasimportantcarriersofinformation.Thesetaskscannotbe
properlyperformedunlessparticipantshaveconfidenceinthefunc-
tioningofthefinancialmarketasawhole.Asecuritiestraderequires
confidencethattherighttoownthesecurityisnotindispute,that
everyoneinthemarkethasequalinformationandthatthepartiesare
honestintheiractions.Ifparticipantsdonothavethatconfidence,
securitiestradingwillbeassociatedwithriskbeyondtheriskofthe
individualsecurity.Thiswillmakeitmoreexpensiveforbusinessesto
raisecapitalinsecuritiesmarkets.

Variouskindsofmarketfailurecangiverisetoalossofconfidence.
Forexample,informationasymmetryincreasestheriskofinsidertrading
andpricemanipulation.Protectinginvestorsistheresponsibilityofthe
authorities,andtherearevariousmeasuresinplacetoreducetherisk
associatedwithfinancialmarketactivities,includingregulationand
supervision.TheSecuritiesTradingActregulatesactualtradingin
financialinstrumentsandsetsrequirementsforparticipants.TheAct
alsoregulatestheintermediaryfunctionandlaysdownrequirementsfor
securityandimpartiality.TheActrelatingtoregulatedmarkets(Stock
ExchangeAct)(inNorwegianonly)andtheCentralSecuritiesDepository
Actregulatethesecuritiesmarketinfrastructure.Inmarketswhere
consumers(non-professionalinvestors)participate,consumer
informationandprotectionarekeyobjectivesofthelegislation.

ToensurethatinvestorsinNorwegiansecuritiestradedinregulated
marketsareprovided,asfaraspossible,withthesameinformation,
theSecuritiesTradingActcontainsthefollowingprovisions:

• Requirementswithregardtoongoingandperiodicinformation.

• Arequirementforcloseassociatesofacompanywhohaveparticular
knowledgeofitsfinancialposition(primaryinsiders)togivenotification
ofthepurchaseorsaleofshares.

• Adisclosurerequirementforlargeshareholderswhentheirholdings
exceedorfallbelowspecifiedthresholdsineitherdirection.For
holdingsofupto25%,thereisadisclosurerequirementforevery
5percentagepoints.

Appendix 1: Regulation of financial markets and 
trading venues

https://lovdata.no/dokument/NLE/lov/2007-06-29-75
https://lovdata.no/dokument/LTI/lov/2007-06-29-74
https://lovdata.no/dokument/LTI/lov/2007-06-29-74
https://www.euronextvps.no/wp-content/uploads/2020/09/Act-on-central-securities-depositories-and-securities-settlement-etc.pdf
https://www.euronextvps.no/wp-content/uploads/2020/09/Act-on-central-securities-depositories-and-securities-settlement-etc.pdf
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• Arequirementforextensivepubliclyavailableinformationinconnection

withaninitialpublicofferingorofferstosubscribeforsharesorother
securitiesinaregulatedmarket.

Finanstilsynetmonitorscompliancewiththelegislationandtheinforma-
tionrequirements.(SeeFinanstilsynet’swebsiteforinformationabout
prospectuses(inNorwegianonly)).

NorwayparticipatesintheEUsinglemarketinfinancialservicesunder
theEEAAgreement.Norwegianlegislationisthereforeharmonisedwith
EUlegislation.TheEUMarketsinFinancialInstrumentsDirective(MiFID)
laysdownrequirementsfortheorganisationofinvestmentfirmsandtheir
conductofbusiness,authorisationrequirementsforregulatedmarkets,
reportingobligationstopreventmarketmanipulation,notification
obligationsrelatingtotransactionsinsharesandprovisionsonadmission
offinancialinstrumentstoquotationonregulatedmarkets.TheDirective
hasbeenimplementedinNorwaythroughtheSecuritiesTradingAct.
MiFIDIwasintroducedinNorwayin2007andMiFIDIIinJanuary2018.

Overthepastdecades,variousformsofderivatives(seebox:Derivatives
inSection1)havebecomeanincreasinglyimportantelementinfinancial
markets.Derivativestradinghasbeenlargelyunregulatedorlightly
regulated.Marketparticipants’poorunderstandingoftheriskassociated
withtheexposurerelatedtosomederivativeswasachallengeduringthe
financialcrisis.Afterthecrisis,regulationofthederivativesmarketshas
becomemoreextensive,includingmandatoryclearingforcertain
standardinterestratederivatives.IntheEU,over-the-counter(OTC)
derivatives,centralcounterpartiesandtransactionregistersare
regulatedbytheEuropeanMarketInfrastructureRegulation(EMIR).
EMIRwasintroducedinNorwayon1July2017.

TheCSDR(CentralSecuritiesDepositoryRegulation)standardisesthe
legislationrelatingtocentralsecuritiesdepositories(CSDs)andis
intendedtopromotecompetitionbetweenCSDsindifferentcountries
(seeNorgesBank’sFinancial Infrastructure Report 2020).Thisregulation
wasimplementedinNorwegianlawon1January2020.

FXandmoneymarketshavebeenviewedasmarketsthatfunctionwell
withverylittlespecificgovernmentregulation.Forself-regulationto
function,efficientmarketsandprofessionalparticipantsareessential.In
thesemarkets,trustislargelyassuredbyparticipants’self-regulationand
bythefactthatparticipants(iebanksandotherfinancialinstitutions)are
regulated.Examplesofmisuseofinformationandattemptstomanipulate
keypricesinunregulatedmarketsinrecentyearshaveledtoanumberof
initiativestakentoregulatepreviouslyunregulatedactivitiesandmarket
participants.

https://www.finanstilsynet.no/regelverk/prospekter/
https://finance.ec.europa.eu/capital-markets-union-and-financial-markets/financial-markets/securities-markets_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32012R0648
https://www.norges-bank.no/en/news-events/news-publications/Reports/Financial-Infrastructure-Report/finansiell-infrastruktur-2020/
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Capital and liquidity regulation
Bankingcrisescanimposesubstantialcostsonsociety.Theauthorities
thereforesetcapital,liquidityandfundingrequirementsforbankssothat
bankscanweatherperiodsofhigherlossesandfundingshortages
withoutrecoursetotaxpayerfunds.

Banksmustmeetanumberofdifferentcapitalrequirementssimultane-
ously.Thebankingregulationscontainthreedifferentcapitalrequire-
mentcategories:

• Requirementsforrisk-weightedcapitalratiosareintendedtoensure
thatbanks’capitalissufficientrelativetotheirriskoflosses.

• Leverageratiorequirementsareintendedtoensurethatbanksfund
lendingandotherassetswithasufficientshareofTier1capital,
independentofbanks’riskoflossesandcalculationapproach.

• Theminimumrequirementforownfundsandeligibleliabilities(MREL)is
intendedtoensureefficientbankrecoveryandresolutionwithout
recoursetotaxpayerfunds.

Thebankingregulationsalsocontaintwodifferentliquidityrequirements
forbanks,enablingthemtoweatherperiodsofdepositrun-offsand
fundingshortfalls:

• TheLiquidityCoverageRatio(LCR)requirementisintendedtoensure
thatbankshaveasufficientstockofliquidassetstoweathera30-day
periodwithoutaccesstonewfundingandfinancialmarketstress.

• TheNetStableFundingRatio(NSFR)isintendedtoensurethatbanks
fundilliquidassetswithlong-termfunding.

International cooperation on common banking regulation
Problemsinthebankingsectorcanbetransmittedacrossborders.
Authoritiesfromanumberofjurisdictionsandinternationalbodieshave
thereforeworkedoverseveraldecadestowardscommonbanking
regulation,bothtoincreasetheresilienceoftheglobalbankingsystem
andtoestablishalevelplayingfieldforbanks.

TheBaselCommitteeonBankingSupervision(BCBS)playsakeyrolein
theworktosetinternationalstandardsforbankingregulation.TheBasel
Committee,whichisaninternationalbodyforcentralbanksandsuper-
visoryauthoritiesfromthelargestadvancedeconomies,helditsfirst
meetingin1975.TheCommitteehasissueddetailedproposalsfor
bankingregulationinthreerounds:theBaselI,IIandIIIframeworks.

Appendix 2: Capital and liquidity regulation

https://www.bis.org/bcbs/index.htm?m=3%7C14
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TheCommitteehasnosupranationalauthority,butmembershave
committedtoimplementingtheCommittee’srecommendations.

Sincetheglobalfinancialcrisisin2008,theFinancialStabilityBoard(FSB)
andtheEuropeanBankingAuthority(EBA)havealsoplayedkeyrolesin
theinternationalcooperationonbankingregulation.TheFSB,whichwas
establishedin2009,isacollaborativebodythatmonitorsandprovides
policyrecommendationsontheframeworkfortheglobalfinancial
system.TheFSBcomprisestheG20countriesandthemostimportant
organisationsandcommitteesinthisarea.TheEBA,whichwas
establishedbytheEUin2011,drawsupguidelinesforbanksthatensure
consistentbankingregulationpracticesattheEuropeanlevel.

InEurope,theEuropeanCommissionissuesdraftbankingregulations.
TheEBAassiststheEuropeanCommissioninitsworkandproposalsare
generallybasedontheBaselCommittee’srecommendations.The
EuropeanCouncilandtheEuropeanParliamentthenadopttheregulation
basedontheproposalfromtheCommission.

BankingregulationsinNorwayaresubjecttoEUrules.Rulesadoptedby
theEUwithEEArelevanceareincorporatedintotheEEAAgreementand
transposedintoNorwegianlaw.EUrulesarelaiddownaseitherdirec-
tivesorregulations.RegulationsaretobeincorporatedintoNorwegian
legislationverbatim,whileEUdirectivesareoftenformulatedmore
generally,whichgivesNorwaygreaterflexibilityintheirimplementation.

The evolution of banking regulation
In1988,thefirstglobalstandardforbankcapitalregulationappeared
whentheBaselCommitteepublishedtheBaselIframework.BaselIwas
implementedinover100jurisdictionsandenteredintoforceinNorway
in1991.

TheBaselIframeworkwaseventuallycriticisedforinsufficiently
addressingdifferencesinrisk.UnderBaselI,capitalrequirementswere
calculatedusingfixedandstandardisedriskweightsbasedonarelatively
roughcategorisationofassets’assumedrisk.Insomeinstances,given
thisrelativelyroughcategorization,bankswithhighriskcouldbesubject
tothesamecapitalrequirementsasbankswithlowerrisk.Largeinter-
nationalbanksthathadusedtheirownriskmanagementmodelsargued
thattheirinternalmodelsshouldbeusedtocalculatecapitalrequire-
mentsastheyprovidedamoreaccuratepictureofactualriskthanthe
BaselIrules.

In1999,theBaselCommitteeproposedanewcapitalframeworkfor
banks,andin2004,theCommitteepublishedanupdatedproposal,
referredtoasBaselII.BaselIIwasintroducedinNorwayin2007.Oneof
theintentionsofBaselIIwastoimprovethealignmentbetweencapital
requirements,theriskassociatedwithbanks’assetsandbanks’risk
management.BaselIIintroducedthreepillarsforcapitalregulation.
Pillar1setsminimumrequirementsandbufferrequirementsforallbanks.
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Pillar2comprisesadditionalindividualrequirementsbasedonthesuper-
visoryauthority’sriskassessmentofindividualbanks.Pillar3consistsof
requirementsregardingthedisclosureofinformationaimedatstrength-
eningmarketdiscipline.

Thefinancialcrisisin2008revealedanumberofweaknessesinBaselII,
includinganeedforrequirementstoimprovetheresilienceofbanksto
lossesandfundingshortfalls,andtobetterenablebankstosupport
economicgrowth.In2010,theBaselCommitteethereforepresenteda
detailedproposalforanewcapitalandliquidityframework,BaselIII.
BaselIIIcontainedproposalsforliquiditycoverageandstablefunding
requirements,capitalbufferrequirementsandaleverageratio
requirement.

Thefinancialcrisisalsoshowedtheimportanceofbankrecoveryand
resolutionwithoutrecoursetotaxpayerfundsandwithoutnegative
effectsonfinancialstability.In2011,theFSBthereforeproposednew
principlesforbankrecoveryandresolution.Theprinciplesformedthe
basisforMREL,theEUminimumrequirementforbanks’ownfundsand
eligibleliabilitiesthatcanquicklybewrittendownorconvertedtonew
equity(bail-intool).

Risk-weighted capital requirements for Norwegian banks
Banksandotherfinancialinstitutionsmustmeetrisk-weightedcapital
adequacyrequirements.Theaimoftherisk-weightedcapitalrequire-
mentsistoensurethatbankshavesufficientcapitalrelativetotheriskof
losses.Therisk-weightedrequirementsneedtocorrespondwithloss
risk,sothatbankswithriskyexposuresmustholdmorecapitalthan
bankswithsaferassets.

Banks’risk-weightedcapitalratiosarecalculatedasbanks’capitalasa
percentageofrisk-weightedassets(RWA).

Capitaladequacyratio =
Capital

RWA

Thenumeratorinthecapitaladequacyratio,iecapital,maycomprise
differenttypesofcapital.Theauthoritiessetcapitaladequacy
requirementsmeasuredbyCommonEquityTier1(CET1)capital,Tier1
capitalandregulatorycapital,where:

• CommonEquityTier1(CET1)capital=Equitycapital–regulatory
deductions1

• Tier1capital=CET1capital+hybridcapital(additionalTier1capital,
AT1)2

1 Includingassetsthatwillnotnecessarilybeofvalueinalosssituation,suchasgoodwill,deferredtax
assetsandotherintangibleassets.

2 Hybridcapitalisacombinationofliabilitiesandequity.Hybridcapitalpaysacouponbutcanbewritten
downorconvertedintoequity.Inaddition,bankscanchoosetonotpayinterestonhybridcapital.
Examplesofhybridcapitalarepreferredcapitalsecuritiesandcontingentconvertiblesecurities(CoCos).
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• Regulatorycapital=Tier1capital+subordinateddebtcapital(Tier2)3

BanksaresubjecttoaminimumCET1capitalrequirementof4.5%,aTier1
requirementof6%andatotalminimumcapitalrequirementof8%.Evenif
alltherequirementsshouldbemet,itismostcommontocalculateand
reportcapitaladequacyusingCET1capital.Assetsthatcannotbeused
tocoverlossesaresubtractedfromequitycapitalpriortothecalculation
ofcapitaladequacy(regulatorydeductions).Ifafinancialinstitutionoper-
atesataloss,theequitycapitalcoversinitiallosses,followedbyhybrid
capitaluntilanysubordinateddebtcapitalbeginscoveringlosses.

Thedenominatorintheratio,ieriskweightedassets,iscalculatedby
weightingexposureswithappurtenantriskweights:

• Riskweightedassets(RWA)=
∀
∑

i
Exposuresi*Riskweighti

Thehighertheriskoflossesonanexposure,thehighertheriskweight
shouldbeandthemorecapitalthebankmustholdtocoverthat
exposure.Residentialmortgageloansareforexamplenormallyincluded
withalowerweightthancorporateexposures,whichareriskier.BaselII
allowedbankstocalculateriskweightsusinganinternalratings-based
(IRB)approachsubjecttoapprovalbytheauthorities.TheIRBapproach
isbasedonmodelscontaininghistoricaldatafordefaultsandlosseson
varioustypesofexposures.BanksthathavenotappliedtoFinanstilsynet
forapprovaltousetheIRBapproachmustuseriskweightssetbythe
authorities(thestandardisedapproach).

Inadditiontocapitaladequacyrequirements,banksalsofaceanumber
ofbufferrequirements.Thesearealsoreferredtoas“soft”requirements
becausetheyallowforsomeflexibility,althoughtheymustalsoconsistof
CET1capital(ChartA.1).

3 Subordinateddebthasmanyofthesamecharacteristicsashybridcapital,buttherestrictionson,for
example,maturityarenotasstringentandsubordinateddebtcoverslossesafterhybridcapital.

Chart A.1 Pillar 1 capital requirements in Norway
Percent of RWA
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• Thecapitalconservationbufferremainsfixedat2.5%.Itisintendedto

coverlossesresultingfromcyclicalsystemicriskandensurethat
capitaladequacydoesnotfallbelowtheminimumrequirementin
severedownturns.

• Thesystemicriskbuffer(SyRB),whichisnowat4.5%,aimstoensure
thatbanksholdsufficientcapitaltowithstandafuturedownturn.The
SyRBshouldreflecttheassessmentofstructuralvulnerabilitiesinthe
financialsystem,iepersistentfeaturesofthefinancialsystemthat
changerarelyorlittlefromyeartoyear.NorgesBankistaskedwith
advisingtheMinistryofFinanceontheleveloftheSyRBandthesizeof
thebufferistobeassessedatleasteveryotheryear(see“Aframework
foradviceonthesystemicriskbuffer”Norges Bank Papers5/2022,
NorgesBank,formoreinformationaboutthebasisofNorgesBank’s
decisions).

• Thebufferforsystemicallyimportantfinancialinstitutionsiseither1%
or2%forsystemicallyimportantbanksandmortgagecompanies.
Problemsinsystemicallyimportantfinancialinstitutionscaninflictmore
severeconsequencesonsocietythansimilarproblemsinother
financialinstitutions.Systemicallyimportantfinancialinstitutionsmust
thereforeholdanextracapitalbuffer.Financialinstitutionsmaybe
classifiedasdomesticallysystemicallyimportantinstitutions(D-SIIs)or
globallysystemicallyimportantfinancialinstitutions(G-SIIs).No
NorwegianfinancialinstitutionshavebeendesignatedasG-SIIs,but
FinanstilsynetannuallyadvisestheMinistryofFinanceastowhich
financialinstitutionsinNorwayshouldberegardedasD-SIIs.Financial
institutionswithtotalassetsofatleast10(20)%ofmainlandGDPand/or
atleast5(10)%marketshareofthelendingmarketinNorwayshouldbe,
asarule,designatedasD-SIIsandsubjecttoanadditional1(2)%buffer
requirement.DNBBankASA,KommunalbankenAS,NordeaEiendoms-
kredittASandSpareBank1SR-BankaredesignatedasD-SIIs.DNB
BankASAissubjecttoabufferrateof2%andtheotherthreeinstitu-
tionsaresubjecttoabufferrateof1%.SpareBank1SR-Bankmust
satisfytherequirementofabufferrateof1%by30September2024.

• Thecountercyclicalcapitalbuffer(CCyB),whichisnowat2.5%is
intendedtostrengthenbanks’solvencyandmitigatetheriskthatbanks
amplifyaneconomicdownturn.TheCCyBshouldreflecttheBank’s
assessmentofcyclicalvulnerabilitiesinthefinancialsystem.Ifadown-
turnwillorcouldcauseamarkedreductionincreditsupply,theCCyB
rateshouldbelowered.NorgesBanksetstheCCyBrateeachquarter.
See“Aframeworkfordecisionsonthecountercyclicalcapitalbuffer”
Norges Bank Papers 4/2022,NorgesBank,formoreinformationabout
thebasisofNorgesBank’sdecisions.

TherequirementsmentionedabovearereferredtoasPillar1require-
ments.Inaddition,therearePillar2CET1capitalrequirements,intended
tocoverrisksthatarenot,orareonlypartly,coveredbyPillar1require-
ments.Pillar2requirementsareindividualanddependonFinanstilsynet’s

https://www.norges-bank.no/contentassets/451286f2f6d24aae92459e0ce8bce8c3/nb-papers-4-22-framwork-countercyclical-capital-buffer.pdf?v=09/21/2022165802
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assessmentsoftherisksofthebankinquestion(seeFinanstilsynet
(2022)“Finanstilsynet’spracticesforassessingriskandcapitalneeds”,
Circular3/2022).Pillar2requirementsconsistofaformalrequirementset
asanindividualdecisionandacapitalmarginrequirement(Pillar2
guidance),whichisnotaformalrequirement.

Allbanksfulfilledcapitalrequirementsbyasolidmarginatend-2023.
ForNorwegianbanksoverall,theCommonEquityTier1(CET1)capital
ratiowas18.4%.

Banksthatdonotsatisfythebufferrequirementsareautomatically
restrictedintheirabilitytomakepayouts,suchasemployeebonuses,
dividends,interestonhybridcapitalandsharebuybacks.Theautomatic
restrictionsarecalculatedbasedonthesizeofthebanks’unfulfilled
shareoftheoverallbufferrequirement.Whenbufferrequirementsare
breached,banksmustalsoprovideFinanstilsynetwitharecapitalisation
planwithinfivebusinessdays.Thecapitalplanshouldalsoincludea
timetableforwhenthebankwillmeetthebufferrequirements.Ifabankis
onthevergeofbreachingtheminimumrequirement,specificrecovery
andresolutionruleswillapply(seeSection2.3.8 Bank recovery and reso
lution).

Leverage-related requirements for Norwegian banks
Risk-weightedcapitalrequirementswillnotalwaysensurethatbanks’
capitalissufficientrelativetotheirriskoflosses.Thecalculationofrisk-
weightedcapitalrequirementsislargelybasedonhistoricallossand
defaultdata.Sinceactualriskcannotbeobserveddirectlyinhistorical
data,risk-weightedcapitalrequirementswillnotcaptureallchangesin
risk.Ifbanksunderestimatetheirriskandriskweightsbecometoolow,
therisk-weightedcapitalratiowillgivetheimpressionthatbanks’ability
toabsorblossesisbetterthanitactuallyis.

Priortothefinancialcrisis,banks’riskweightsdeclined,whichenabled
thebankstomeetrisk-weightedcapitaladequacyrequirementseven
thoughtheirequityratiosfell.Theauthoritiesthereforeintroduceda
leverageratio(LR)requirementasabackstopfortherisk-weighted
requirement.

LRiscalculatedbydividingTier1capitalbyanon-risk-weightedexposure
measure,whichprimarilycorrespondswithbanks’assets(exposures),
bothonandoff-balancesheet4.

Leverageratio =
Tier1capital

Exposuremeasure

TheLRrequirementsetsanabsolutelimitforthesizeofabank’stotal
exposureswithagivencapitalstock.ThecurrentLRrequirementis3%.

4 Off-balancesheetexposuresincludederivativesandunutilisedcreditlines.

https://www.finanstilsynet.no/contentassets/e3de0647b8854aeeb71e9cd97638f83b/srep_circular_2022.pdf
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Minimum requirement for own funds and eligible liabilities (MREL)
Thefinancialcrisisalsodemonstratedtheimportanceofbankrecovery
andresolutionwithoutrecoursetotaxpayerfundsandwithoutnegative
effectsonfinancialstability.Theauthoritiesthereforeintroducedanew
minimumrequirementforbanks’ownfundsandeligibleliabilitiesthatcan
bewrittendownquicklyandconvertedtonewequity(bail-intool),called
theminimumrequirementforownfundsandeligibleliabilities(MREL)in
Europe.ThepurposeofMREListoensurethatbanksandtheauthorities
areabletoforestallorresolvecrisesefficientlyandinatimelymanner,
withoutthetaxpayershavingtobearthelosses.Systemicallyimportant
banksshouldalsobesubjecttoresolutionwithoutoperationaldisruption.

Itisanimportantprinciplefortheauthoritiesthatabank’sownersand
thereaftercreditors,asthebank’srisk-takers,aretobearlosseswhena
bankisfailing.Thismustapplytoallbanks.MREListhereforecomposed
ofloss-absorptionamountsforallbankstoensurethatbanks’owners
andcreditorsabsorblossessothattaxpayersarenotforcedtobearthe
losses.

Moreover,forfailingbanksdeemedtobesystemicallyimportant,apart
oftheirresidualliabilitiesmustbeconvertedtonewequityduring
resolution,sothatsystemicallyimportantbanksarerecapitalised,and
theircorefunctionscontinue.MREListhereforecomposedofarecapi-
talisationamounttoensurethatimportantbankswithlargelossesare
abletocontinueoperationsbyswiftlyconvertingliabilitiestonewequity.
Sincebanks’ownersandcreditorsbearthelossesfromabail-in,another
importantprincipleisthatnocreditororshareholderisleftworseofffrom
bankrecoveryorresolutionthantheywouldhavebeenfromaninsol-
vency.Thisisreferredtoasthenocreditorworseoff(NCWO)principle.

Atend-2023,FinanstilsynetdecidedthatthemostimportantNorwegian
banksweretobesubjecttoMREL.MRELmaybemetwithbothregulatory
capitalandotherliabilitiesthatcanbeeasilywrittendownand/or
convertedintonewequitycapital.Forlessimportantbanksthatare
intendedtobeplacedunderpublicadministrationiftheyfail,the
recapitalisationamountisnotrequired.

TheBankRecoveryandResolutionDirective(BRRDII)enteredintoforce
inNorwayon1June2022.UnderBRRDII,MRELconsistsoftotalMREL
andsubordinatedMREL.Therequirementsdependonbanks’sizeand
systemicimportance.BankswithtotalassetsgreaterthanEUR100bn
thatarenotgloballysystemicallyimportant(G-SIIs)arereferredtoas
systemicallyimportantbanks.AmongNorwegianbanks,onlyDNBhas
totalassetsgreaterthanEUR100bn.Bankswithtotalassetslessthan
EUR100bnbutthatnonethelesswouldposeasystemicriskiftheyfailed
arereferredtoas“fished”banks.

TotalMRELiscalculatedaccordingtoarisk-weightedmethod(risk-based
totalMREL)andaleverage-basedmethod(leverage-basedtotalMREL),
bothofwhicharetobemetatalltimes.
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• Risk-basedtotalMRELiscalculatedastwicethetotalminimumcapital

requirementunderPillar1and2plusacapitalconservationbuffer,
systemicriskbufferandthebufferforsystemicallyimportantbanks.
Thenewrulealsointroducesanabsoluteminimumrequirementforthe
mostimportantbanks(top-tieror“fished”banks),wherebyMRELmust
beatleast13.5%ofRWA.

• Leverage-basedtotalMRELiscalculatedastwicetheleverageratio
requirement.Theabsoluteminimumleverage-basedMRELunderthe
newrulesis6%ofthetotalexposuremeasure(TEM)forthemost
importantbanks.5

TotalMRELcanbepartiallysatisfiedwithordinaryseniorliabilitiesunder
certainconditions.Inmostcases,totalMRELwillbehigherthansubordi-
natedMREL.Thismeansthatmostbankswillbeabletousesomeordi-
naryseniorliabilitiestosatisfytotalMREL.Risk-basedtotalMRELmaynot
besatisfiedwithcapitalusedtosatisfythebufferrequirements.This
doesnotapplytoleverage-basedtotalMREL.Sinceleverage-basedtotal
MRELmaybesatisfiedwithbuffercapital,banks’abilitytousebuffer
capitalissubjecttogreaterrestrictionifleverage-basedMRELisbinding.

BRRDIIalsointroducesrulesontheshareofMRELthatmustbesub-
ordinatedtoordinaryseniorliabilities,calledsubordinatedMREL.More
subordinatedliabilitiesreducetheriskthatthebankresolutionauthority
willbreachtheNCWOprincipleandthusreduceslegaluncertaintywhen
recapitalisingafailingbank.

BRRDIIcontainsanumberofabsoluteminimumrequirementsforsub-
ordinatedMREL.Thepriorityrankingrequirementmustattheoutsetbe
atleast8%ofabank’stotalliabilitiesandownfunds(TLOF),atleast6%of
TEMandatleast13.5%ofRWA.

However,forbanksclassifiedastop-tierand“fished”,theresolution
authoritycancalculatethepriorityrankingrequirementastwicethetotal
minimumrequirementunderPillar1and2plusallbufferrequirements
(prudentialformula).Unlikerisk-basedsubordinatedMRELof13.5%,the
prudentialformulamaybesatisfiedwithbuffercapital.Inprinciple,the
prudentialformulamayonlyapplyto30%ofbanksthatare“fished”or
top-tier,butthebankresolutionauthorityisempoweredtoincreasethis
percentageifitwishestoaddresscountry-specificconditionsinthe
bankingsector.Thetotalpriorityrankingrequirementiscalculatedforall
top-tieror“fished”Norwegianbanksaccordingtotheprudentialformula.

Bank liquidity and funding requirements
Thefinancialcrisisin2008demonstratedthatbanks’liquiditybuffers
wereinsufficient,andthatshort-termfundingwasexcessive.Duringthe
crisis,anumberofbanksexperienceddifficultymeetingcommitments,
owingtodepositrun-offs,financialmarketstressandacompletedry-up
ofwholesalefunding.Banks’adaptationwaspartofthereasonwhy

5 Banksclassifiedastop-tieror“fished”banks.ForG-SIIs,theleverage-basedtotalMRELis6.75%ofTEM.
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centralbankshadtoprovidebankswithextraordinaryliquidityandinter-
veneinthemarkets.Tostrengthentheresilienceofbanksinsuchsitua-
tions,theBaselCommitteerecommendedLiquidityCoverageRatio(LCR)
andNetStableFundingRatio(NSFR)requirements.

Liquidity Coverage Ratio
TheLiquidityCoverageRatio(LCR)isintendedtomakeinstitutionsless
dependentonshort-termfundingandliquidityfromcentralbanks.Under
theLCR,banks’liquidityportfoliosmustbesufficienttosurviveaperiod
of30dayswithdepositrun-offsandfinancialmarketstress,without
accesstonewfunding.TheLCRmustconsistofhigh-qualityliquidassets
(HQLA).TheLCRiscalculatedbydividingHQLAbytotalnetcashoutflows:

LCR =
StockofHQLA

≥100%
Totalnetcashoutflows

Totalnetcashoutflowsarecalculatedasexpectedcashoutflowsless
expectedcashinflowsinthestressperiod.Calculationsaretobebased
onassumptionsregardingtheinabilitytorolloverwholesalefundingand
depositrun-offs.

ThevalueofthestockofHQLAistobecalculatedafterhaircutsfor
assumedpricedeclinesinthestressperiod.Governmentsecuritiesare
normallythemostliquidsecuritiesandarethuswell-suitedforliquidity
buffers.In2014,theEUdecidedthatcoveredbondswouldbegivenmore
favourabletreatmentinliquiditybuffersthanrecommendedbytheBasel
Committee.

InNorway,banksandmortgagecompaniesmustmaintainaminimum
LCRof100%forallcurrenciesintotalandforeachsignificantforeign
currency.Inaddition,bankswithEURand/orUSDassignificantcurren-
ciesmustmaintainaminimumLCRinNOKof50%.Thismeansthatthey
mayuseHQLAinforeigncurrencytocovertheremaining50%ofthe
NOKrequirement.NorwegianbanksoverallmeettheLCRrequirement
withanamplemargin(ChartA.2).

Chart A.2 Liquidity coverage ratio (LCR) and Net Stable Funding Ratio (NSFR) 
Weighted average for all banks overall
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Net Stable Funding Ratio requirement
TheNetStableFundingRatio(NSFR)requirementisintendedtolimit
banks’refinancingrisk.TheNSFRrequiresbankstofundilliquidassets
withlong-termfunding.TheNSFRiscalculatedbydividingtheavailable
amountofstablefundingbytherequiredamountofstablefunding.

NFSR =
Availableamountofstablefunding

≥100%
Requiredamountofstablefunding

Theavailableamountofstablefundingiscalculatedbyweightingfunding
accordingtoavailablestablefunding(ASF)factors.Fundingthatis
consideredmoststableincludesequitycapital,bondswithresidual
maturityofatleastoneyearanddepositsfromtheretailmarketandsmall
businesses.

Therequiredamountofstablefundingiscalculatedbyweightingassets
andoff-balancesheetexposuresassumedtorequirestablefundingwith
definedrequiredstablefunding(RSF)factors.Illiquidassetswithlong
residualmaturitiesaresubjecttothehighestlong-termfundingrequire-
ments.Loansarethemostcommonassetsthataresubjecttolong-term
fundingrequirements.

TheMinistryofFinanceintroducedNSFRinNorwayon1June2022
togetherwiththerestofthebankingpackage2.Bankshavealready
reportedNSFRsforseveralyears.Atend-2023,allNorwegianbanks
satisfiedtherequirement.
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Important financial system legislation

Act Shorttitle Activityregulated Description

Act Shorttitle Activityregulated Description

Actof10April2015
no17relatingto
financialinstitutions
andfinancialgroups

Financial
InstitutionsAct

Regulatesfinancial
institutions(bank,
mortgagecredit
institution,finance
companies,insurance
undertakings,pension
undertakings,financial
holdingcompanies,
paymentinstitutionsand
e-moneyinstitutions)
andaccountinformation
serviceproviders.

TheActlaysdownlicensingrequirementsforestablishingandcarrying
outbusinessasafinancialinstitution,includingorganisational,
operational,capitalandsolvencyrequirements.TheActalsolaysdown
rulesrelatingtodepositguaranteesanddealingwithsolvencyproblems
atbanksetc.

Actof18December
2020no146
relatingtofinancial
contracts

Financial
ContractsAct

FinancialContracts. Inprinciple,theActappliestofinancialcontractsregardlessofwhoisthe
serviceprovider.Amongotherthings,theActlaysdownrulesoncredit
agreements,debtguarantees,depositandpaymentservicecontracts,
financialservicesandpaymentsettlement.Thelawismandatorytothe
detrimentofconsumersbutislargelywaivableforbusinesscustomers.

Actof10June2005
no44relatingto
insuranceactivity

ActonInsurance
Activity

Insuranceundertakings,
pensionundertakings,
banksandsecurities
fundmanagement
companies.

TheActlaysdownspecialrequirementsfortheorganisationofinsurance
undertakingsandpensionfunds,businessrulesforindividualandgroup
lifeinsurance,localgovernmentpensionschemesandrulesforthe
transferofpensionschemes.TheActalsocontainsrulespertainingto
non-lifeinsurance.

Actof22December
2021no163relating
toinsurance
mediation

ActonInsurance
Mediation

Insurancemediation. TheActsupersedestheActof10June2005no41relatingtoinsurance
mediation.TheActlaysdownlicensingandqualificationrequirementsfor
conductinginsurancemediation,aswellasrequirementsforinsurance
schemesandgeneralbusinessrequirements.

Actof16June1989
no69relatingto
insurancecontracts

Insurance
ContractsAct

Contractsforinsurance
andinsurance
distribution.

AmendmentstothisActimplementssomepartsoftheEU’sInsurance
DistributionDirective.TheActlaysdownprivatelawrulesforcontracts
fornon-lifeinsuranceandinsuranceofindividuals,includingdisclosure
requirementsandliability.Theprovisionsaremandatoryinprinciple,but
someexceptionsarespecified.

Actof24November
2000no81relating
tooccupational
definedcontribution
pensions

ActonDefined
Contribution
Pensions

Entitiesthathavesetup
adefinedcontribution
pensionscheme.

TheActlaysdownrequirementsforthecontentsandbenefitsofdefined
contributionpensionsschemes.

Actof16June1989
no70relatingto
naturaldisaster
insurance

ActonNatural
Disaster
Insurance

Insurancecompanies
(non-lifeinsurance).

TheActregulatesinsuranceofpropertyagainstnaturaldisasters.
PropertyinNorwayinsuredagainstfiredamageis,undertheAct,also
insuredagainstnaturaldisasters,ifthedamagetothepropertyin
questionisnotcoveredbyotherinsurance.

Actof29June2007
no75relatingto
securitiestrading

Securities
TradingAct

Investmentfirms,
creditinstitutions,
regulatedmarkets,
multilateraltrading
facilities,organised
tradingfacility,issuers
oflistedinstruments,
datareportingservices
providers,market
operatorsandinvestors.

TheActlaysdownrequirementsforestablishinginvestmentfirmsand
providinginvestmentservicesandconductinginvestmentactivities,
includingbusinessactivityandorganisationalrequirements.TheAct
alsolaysdownrulesfortradinginfinancialinstrumentsthatarelistedor
forwhichlistinghasbeenappliedforonaNorwegianregulatedmarket.
Thisincludesgeneralprovisionsonconduct,rulesonnotificationand
disclosurerequirements,bidobligationsandprospectusrequirements.
TheActalsolaysdownrequirementsforcentralcounterparties(CCPs)
andforclearingofsomederivativestrades.

Actof25November
2011no44relatingto
securitiesfunds

SecuritiesFunds
Act

Securitiesfunds,
management
companies.

TheActlaysdownrequirementsforasecuritiesfundlicenceand
managementofsecuritiesfunds,includingorganisationandbusiness
activities.TheActcontainsprovisionsoninvestingassets,information
toinvestors,rulesonsaleandmarketingofsecuritiesfundsandruleson
cross-bordermanagementofsecuritiesfunds.

Appendix 3: Important financial system legislation
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Actof20June
2014no28relating
toalternative
investmentfunds

Acton
Alternative
Investment
Funds

Managersofalternative
investmentfunds.

TheActlaysdownrequirementsforalicencetomanageanalternative
investmentfund,includingthemanager’sorganisationandbusiness
activities.TheActcontainsprovisionsoninformationrequirements,
marketingofalternativeinvestmentfundsandrulesoncross-border
managementofalternativeinvestmentfunds.

Actof15March
2019no6relating
tocentralsecurities
depositories
andsecurities
settlement

Central
Securities
DepositoryAct

Centralsecurities
depositories(CSDs),
managersandaccount
operators.

TheActregulatestheobligationandrighttoregisterfinancialinstruments
inaCSDandthelegaleffectofsuchregistration.TheActalsoregulates
licensingandorganisationalrequirementsforoperatingasaCSD.In
additiontoregulatingCSDs,theActalsoregulatessecuritiessettlement.
Therulesareintendedtoreducetherisksandcostsassociatedwith
cross-bordersecuritiessettlementandpromotecompetitionbetween
CSDs.
ThenewActsupersedestheSecuritiesRegisterAct,butretainssomeof
thepreviousAct’srules,includingregistrationofrightsandlegaleffects
ofregistration.TheActalsoimplementstheCentralSecuritiesDepository
Regulation(CSDR)inNorwegianlaw.

Actof17December
1999no95relating
topaymentsystems

Payment
SystemsAct

Interbanksystems
andoperatorsofsuch
systems,systemsfor
paymentservices,
securitiessettlement
systemsandparticipants
inpaymentsystems.

TheActlaysdownlicensingrequirementsforestablishingandoperating
interbanksystemsandnotificationrequirementsetcforsystemsfor
paymentservices.TheActalsolaysdownrulesonlegalprotectionand
collateralforclearingandsettlementagreementsininterbanksystems
andsecuritiessettlementsystemsandregulatestermsandconditionsfor
participationinpaymentsystems.

Actof26March
2004no17relating
tofinancial
collateral

ActonFinancial
Collateral

Partiestofinancial
collateralagreements;
theparties’creditors.

TheActisintendedtopromotesecure,orderlyandefficientfinancial
collateralarrangements.Rulesforcommercialtransactionsthatare
customaryinEuropeanfinancialmarketsshallbeclearandpredictable.
Bankruptcyandsecurityinterestrulesarecoordinatedtoensure
predictabilitytoenablefinancialmarketparticipantsincaseofdefaultto
knowwhatwillhappenifacounterpartydoesnothonouritscommitments.

Actof21June
2019no31relating
toNorgesBank
andthemonetary
systemetc

CentralBankAct Centralbanking
activities.

TheActlaysdownrulesfortheorganisationofNorgesBank,includingthe
Bank’sgoverningbodiesandtherelationshipbetweentheBankandthe
politicalauthorities.TheActspecifiestheBank’stasksandinstruments
forpromotingtheobjectiveofmaintainingmonetaryandfinancialstability
andanefficientandsecurepaymentsystem.Thisincludesegthelegal
basisfortheBank’sloanstoanddepositsfrombanks(bankers’bank)and
othermarketparticipants,includingmarketoperations.

Actof7December
1956no1onthe
supervisionof
financialinstitutions
etc

Financial
SupervisionAct

Finanstilsynet(Financial
SupervisoryAuthority
ofNorway),financial
sectorentitiessubject
tosupervision,including
financialinstitutions,
regulatedmarkets,
securitiesdepositories
andinvestment
firms,auditorsand
accountants.

TheActspecifiesrulesfortheentitiessubjecttosupervisionby
Finanstilsynet,theauthority’sorganisationanditsprimarytasksand
powers,includingtheordersitmayissuetoentitiesitsupervises.

Actof17June2016
no30relating
toEEAfinancial
supervision

ActonEEA
Financial
Supervision

EUsupervisorybodies
ESN,EBA,ELOPAand
ESRB.

TheActimplementsEEArulescorrespondingtoEUregulations
establishingtheEuropeanBankingAuthority(EBA),theEuropean
InsuranceandOccupationalPensionsAuthority(ELOPA),theEuropean
SecuritiesandMarketsAuthority(ESMA)andtheEuropeanSystemicRisk
Board(ESRB),respectively,withnecessaryEEAadaptations.

Actof4December
2015no95relating
tothesetting
offinancial
benchmarks

ActonFinancial
Benchmarks

Administratorsof
benchmarksandentities
undersupervisionby
Finanstilsynetthatmake
contributionstothe
settingofbenchmarks.

TheActonFinancialBenchmarksimplementstheEUBenchmark
RegulationinNorwegianlaw.TheBenchmarkRegulationisintended
toensurethatgenerallyusedbenchmarkaresetinaproperand
reliablemannerinordertofacilitatewell-functioningmarketsand
promotefinancialstability.TheRegulationlaysdownrequirementsfor
administratorsofbenchmarksandforthepropersettingofbenchmarks.

Actof14July1950
no10relatingto
foreignexchange
regulation

ForeignCurrency
Act

MostoftheAct(ForeignExchangeRegulation)hasbeenrepealed.
RemainingprovisionsauthorisetheMinistryorNorgesBanktolaydown
regulationsontheimportationandexportationofmeansofpayment
andsecuritiesandondisclosurerequirementsinconnectionswithsuch
transactions.

Actof13June1997
no44relatingto
limitedliability
companies

LimitedLiability
CompaniesAct

Limitedliability
companies.

TheActlaysdownprovisionsontheestablishment,operation,
liquidation,mergeranddemergeroflimitedliabilitycompaniesandon
therelationshipbetweenthecompanyanditsshareholders,oncompany
capitalandcompanymanagementetc.
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Actof13June
1997no45elating
topubliclimited
companies

PublicLimited
CompaniesAct

Publiclimited
companies.

TheActlaysdownprovisionsontheestablishment,operation,liquidation,
mergeranddemergerofpubliclimitedcompaniesandontherelationship
betweenthecompanyanditsshareholders,oncompanycapitaland
companymanagementetc.

Actof23March2018
no3relatingtothe
NorwegianBanks’
GuaranteeFund

Actonthe
Norwegian
Banks’
GuaranteeFund

NorwegianBanks’
Guaranteefund.

TheActlaysdownrulesinteraliaontheorganisationoftheNorwegian
Banks’GuaranteeFund,theFund’staskpursuanttoChapters19and20
oftheFinancialInstitutionsActanditsrelationshiptoNorgesBankand
Finanstilsynet.

Actof16June2017
no47relatingto
debtinformation
andcredit
reportsonprivate
individuals

DebtInformation
Act

Creditregistersand
registeringandproviding
debtinformation.

TheActregulatesthetermsandlicenceforoperatingasacreditregister,
ieentitythatsharesdebtinformationwithbanksandothercredit
providersforuseingeneratingcreditreports.TheActalsolaysdownrules
oncreditregisters’receiptandsubmissionofdebtinformationandtheir
dutyofconfidentialityregardingthisinformation.

Actof20December
2019no109
relatingtothe
processingofdata
increditinformation
activities

Credit
InformationAct

Creditinformation
activities.

TheActpertainstothedisclosureandotherprocessingofdataaspartof
creditinformationactivitiesandsupplementsthePersonalDataActfor
creditinformationthatcomprisespersonaldata.TheActalsoregulates
theprocessingofdataconcerninglegalpersonsincreditinformation
activities.

Actof16December
2022no91
relatingtocredit
intermediation

Credit
intermediation
Act

Creditintermediaries. TheActpertainstotheintermediationofalltypesofloanstoconsumers.
TheActalsolaysdownrequirementsforlicensingcreditintermediaries,
Norwegiancreditintermediariesabroad,foreigncreditintermediariesin
Norway,requirementsfororganisations,executivesandemployeesas
wellasaregisterofintermediaries.
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