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PREFACE

Leveraged finance, particularly with respect to acquisition financing, has been an expanding
asset class for many years. As of the fourth to quarter of 2018, leveraged loans outstanding
totalled US$1,147 billion and high-yield bonds outstanding totalled US$1,256 billion. The
average annual growth rate for leveraged loans outstanding (2000-2018) equalled 15.8 per cent
and for high-yield bonds (1997-2018) equalled 6.5 per cent.! In 2018, leveraged finance
loan totals for acquisition finance surpassed the previous records set in 2007.2

The leveraged finance markets and these markets’ participants grow deeper and more
sophisticated year over year. The playing field for acquisition finance, particularly for private
equity deals, remains in large part an issuer-controlled game with an increasing number of
new financing sources clamouring to become involved. As has been noted by many, credit
controls (covenants and collateral coverage) remain soft and continue to weaken in some
cases. That said, default rates are at the low end of the historical range and new piles of
capital continue to be accumulated to support acquisition financing. As discussed in the
Introduction that follows, regulators are indicating concern about the leveraged loan market
in the case of an economic downturn but, to date, that does not seem to have stifled the
appetite for new deals and associated financings.

For lawyers, this is a great area of practice. There is lots of activity given the size of
the asset class; everything from new issuance, to refinancings, to work outs and insolvency
proceedings. But to be an effective practitioner in the area, more is required than occasionally
dabbling in leveraged finance transactions. Most lawyers who successfully practice in leveraged
finance do it full time. Knowing ‘market terms’ is considered to be very helpful, if not critical,
to success in this area.

This volume is intended to introduce the newcomer to the legal basics involved in
leveraged finance, particularly acquisition finance, so that he or she is grounded in the
underpinnings of the practice area. It is also intended to be a helpful update for the more
seasoned practitioner with respect to what is new and what is being talked about in leveraged
finance deals.

1 Source: Financial Stability Report of the Board of Governors of the Federal Reserve System, May 2019.
2 2018: U.S. Primary Loan Market Review, LSTA 3 January 2018.
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Chapter 14

NORWAY

Markus Nilssen, Magnus Tonseth and Audun Nedrelid'

I OVERVIEW

Bank lending remains the main source of debt capital in the Norwegian acquisition financing
market, although the introduction of more rigid capital adequacy rules in recent years have
limited the growth in bank lending of Norwegian banks during the past few years. Lending
is, however, a strictly regulated activity in Norway, meaning that debt funds and other
specialist financing providers are not as active in Norway as in many other jurisdictions. Any
shortfall in bank lending has primarily been covered by tapping into Norway’s very active
high yield bond market where the internationally oriented business areas such as shipping
and offshore service suppliers in particular have been able to raise asset-secured debt capital.
The high yield bond market has, in addition to traditional corporate financing, to a certain
extent also been used as a source for financing of acquisitions, and this is a trend that must
be expected to continue in the years to come. For the time being, bank financing is, however,
by far the largest source of debt capital financing, also due to the fact that the largest M&A
transactions have involved players in the field where the Norwegian and Scandinavian banks
have traditionally been substantial players also on an international basis. The largest M&A
transactions in value during 2018 were seen within the energy, mining and utilities sector
with a total deal value of US$3.7 billion in 2018 according to Mergermarket. There are no
immediate signs that this trend will not continue at least into 2020.

I REGULATORY AND TAX MATTERS

Norway currently has strict financial assistance rules in force, which means that a Norwegian
company may only grant guarantees or security, or advance funds in connection with an
acquisition of the shares in the Norwegian entity or the parent company of such entity, with
very strict limitations. The consequence of these limitations is that guarantees and security
granted by a Norwegian target company and its subsidiaries will typically only extend to
the amount of debt already incurred by Norwegian entities and refinanced as part of the
acquisition. There is an exemption for acquisition of single-purpose entities owning real
estate, which may nevertheless mortgage their properties in connection with the purchase
of the shares in the single-purpose owner (thereby aligning the rules whether the property
itself is sold or only the shares in a single-purpose entity with the sole purpose of owning

1 Markus Nilssen, Magnus Tonseth and Audun Nedrelid are partners at Advokatfirmaet BAHR AS.
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the property). The consequence of the above exemption for real property is that acquisition
financing involving real property special purpose vehicles can often obtain favourable pricing
compared with other acquisitions that do not obtain a similarly strong security package.

It has been suggested that the strict Norwegian financial assistance prohibitions should
be softened so that also Norwegian target companies and their subsidiaries should be able
to grant guarantees and security in favour of a lender to the purchaser of its shares, and it is
expected that a relaxation of these rules will be adopted some time during 2020. However, for
the time being there is no clarity as to how the new rules will look, and updated advice should
be sought before structuring a financing of a Norwegian target company.

The way the financial assistance prohibition is typically dealt with under the current
rules is nevertheless to obtain the usual security package consisting of guarantees and security
documents from the target company and its subsidiaries (as obtaining security is not costly
in Norway), but adding appropriate limitation language ensuring that the security and the
guarantee obligations incurred will only extend to the amount allowed under the law from
time to time. In this way, it will be a factual matter how strong the security that is obtained
from the target group turns out to be under the specific acquisition financing in question.

As a result of the above financial assistance restrictions as currently in force, lenders
must rely to a larger extent on negative pledge clauses and prohibitions against additional
financial indebtedness in the target group in order to get the same level of comfort. It is,
therefore, our impression that Norwegian acquisition financings have generally had less
flexibility for the borrower and its subsidiaries under Norwegian law.

The prohibition that a Norwegian target entity may not advance funds to the benefit of
a purchaser of shares in the company will not prohibit the Norwegian target from distributing
ordinary dividends to the purchaser.

Lending is a strictly regulated activity in Norway, and a licence or a passport as a bank
or other credit institution is needed to conduct lending activities. Norway is not a member
of the EU, but through the European Economic Area (EEA) Agreement it is committed
to implementing the relevant directives for the finance industry. This means that the free
establishment rule applies for EEA banks wishing to provide lending products and services
in Norway, and for Norwegian banks wishing to provide similar products and services in the
EEA.

The EU’s banking prudential requirements (CRDIV/CRR) will soon be fully
implemented in Norway, thus levelling the regulatory playing field between Norwegian banks
and foreign banks operating in the Norwegian market through branches or cross-border
passports. Further, a legislative proposal for implementation of the EU’s securitisation
regulation in Norwegian law was launched in the second quarter of 2019 and will be followed
up in the second half of 2019 and into 2020. While these legislative acts will require certain
amendments to current Norwegian banking law, we do not expect any radical changes to the
current legislative environment for banking activities in Norway.

Over the next few years, the new prudential requirements to be introduced by the
EU’s ‘Risk Reduction Package’ (which includes CRD V, CRR 2 and BRRD 2) will continue
to have an impact on the activities of Norwegian banks. The BRRD was implemented in
Norway with effect from 1 January 2019, and it remains to be seen how the Norwegian FSA
will approach the ‘bail-in’ regime under BRRD in relation to Norwegian banks, including in
particular the requirement for in-scope banks to hold a sufficient amount of ‘bail-in’ capital.
Some instruments may have to be refinanced or renegotiated to qualify, and banks continue
to use a substantial part of their profits to strengthen equity.
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The upcoming amendments to Norwegian law and the EEA Agreement are expected to
result in less ‘gold plating’ and special Norwegian rules for banks and other financial market
participants in the future. Norwegian authorities will need to pay increased attention to
EEA-relevant financial markets legislation coming out of the EU, and will have less freedom
to implement bespoke domestic solutions.

Norwegian borrowers are currently not subject to withholding taxes on payments
to lenders. Legislative committees have suggested that Norway should also implement
withholding taxes on payments on (inter alia) interest payments; however, no specific
suggestion for changing the law has been proposed and it is therefore currently uncertain
as to what form such withholding tax on interest on payments would take, if ever even
suggested. It should be noted that Norway has a large number of double tax treaties with other
jurisdictions where the right to charge withholding taxes to parties in the other jurisdiction
is waived by Norway, and as such it is, therefore, likely that even if Norwegian authorities
decide to implement withholding taxes in Norway, it will probably take some time before the
legal basis for claiming withholding tax becomes effective towards lenders in a large number
of jurisdictions.

To prevent tax base erosion and profit shifting out of Norway, there are limitations on
the level of interest costs that are allowed for tax deduction in Norway (basically calculated as
a formula on taxable EBITDA of the Norwegian entities). Both interest paid to related and
non-related lenders (i.e., banks and bondholders) can at the outset be subject to a limitation
of tax deduction such that tax deduction of interest costs will be allowed for a Norwegian
borrower in a corporate group if the equity ratio of the company or the Norwegian part
of the corporate group is at least as high as the equity ratio of the corporate group as a
whole (implying that corporate groups with only Norwegian entities will be allowed full tax
deduction on interest costs). Note, however, that interest costs paid by a Norwegian borrower
to related lenders outside a corporate group can still be subject to limitation of tax deduction,
and Norwegian tax advice should be obtained early when setting up a holding structuring for
acquiring a Norwegian company from abroad.

The standard LMA FATCA riders are customarily included in loan agreements made
under Norwegian law. Norway and the United States have entered into an agreement of
automatic exchange of tax-relevant information, thereby limiting the risk of any FATCA
liabilities for Norwegian lenders. No Norwegian stamp or documentary taxes are applicable
in connection with the establishment, trading or enforcement of a loan under Norwegian
law. Perfection or registration costs for security and court fees for enforcement procedures are
nominal only and unrelated to the amount of the loan or security in question.

III SECURITY AND GUARANTEES

Granting of guarantees and uptake of security from the target company and its (material)
subsidiaries is common in Norwegian acquisition financings. Obtaining security is
straightforward in Norway, and there are only nominal registration fees involved in the uptake
of security. Norway currently has strict financial assistance rules in force, which means that a
Norwegian company may only grant guarantees or security, or advance funds in connection
with an acquisition of the shares in the Norwegian entity or the parent company of such
entity, within very strict limitations. The consequence of these limitations is that guarantees
and security granted by a Norwegian target company and its subsidiaries will typically only
extend to the amount of debt already incurred by Norwegian entities and refinanced as part
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of the acquisition. There is an exemption for acquisition of single-purpose entities owning
real estate, which may nevertheless mortgage their properties in connection with the purchase
of the shares in the single-purpose owner (thereby aligning the rules whether the property
itself is sold or only the shares in a single-purpose entity with the sole purpose of owning
the property). The consequence of the above exemption for real property is that acquisition
financing involving real property special purpose vehicles can often obtain favourable pricing
compared with other acquisitions that do not obtain a similarly strong security package.
It has been suggested that the strict Norwegian financial assistance prohibitions should be
softened so that Norwegian target companies and their subsidiaries should also be able to
grant guarantees and security in favour of a lender to the purchaser of its shares, and it is
expected that a relaxation of these rules will be adopted some time towards the end of 2019
with possible implementation from early 2020. There is for the time being, however, no
clarity as to what the new rules will look like, and updated advice should be sought before
structuring a financing of a Norwegian target company.

The common security package in acquisition financing consists of a charge over the
target shares and its (material) subsidiaries, and such share charges are perfected by way
of a notice to the company whose shares have been charged. As Norway has implemented
the Financial Collateral Directive (Directive 2002/47/EC) obtaining share security under
Norwegian law follows a similar approach to that in the EU, and pre-agreed enforcement
procedures are commonly included to ensure swift enforcement of shares either by way of
appropriation or a pre-agreed sales process.

Mortgages over real registered asset classes are also easily obtained in Norway by filing
simple standard forms with the relevant Norwegian registry. Mortgage over real estate is
obtained by filing the mortgage form with the Norwegian Land Registry, mortgages over
vessels are obtained by filing the mortgage form with the Norwegian Ship Registry and
mortgages over aircraft and certain equipment related to aircraft (in accordance with the
Cape Town Convention) are obtained by filing a mortgage form with the Norwegian Civil
Aircraft Registry.

Generally under Norwegian law, agreeing to a floating charge over all assets owned by
a debtor from time to time is not allowed. Much of the same effect can however be achieved,
as floating charges over specific asset classes are allowed. This covers floating charges over a
debtor’s trade receivables outstanding from time to time, its inventory and its operating assets
as well as motor vehicles and construction machines. These floating charges are obtained and
perfected by way of filing standard forms with the Norwegian Registry of Movable Property.
The floating charge over operating assets also comprises all intellectual property used by an
entity in its operating business. It is also possible to take out a separate security over patents
(and applications for patents), and this security will particularly cover patents that are not
used by the debtor in its own operations, but rather developed for sale or licensing to third
parties.

Assignment of specific monetary claims is possible and customary under Norwegian
law; however, a Norwegian company can only assign as security any future monetary claim
for payment in a specifically mentioned legal relationship, and further with the limitation
that the contractual position as such cannot be assigned, only the monetary claim itself.
In acquisition financing, assignment over specific monetary claims will typically be granted
for potential claims against the vendor under the share purchase agreement, alternatively
against the insurance company which has issued the M&A insurance policy. Assignments of
monetary claims are perfected by notification to the debtor of the claim.
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Charges over bank accounts will be possible in the form of an assignment of the
monetary claim against the bank for amounts deposited to the account. These charges are
usually obtained in leveraged financing, and will cover the amounts standing to the credit of
the operating bank accounts of the target and its (material) subsidiaries from time to time.

The way the financial assistance prohibition is typically dealt with under the current
rules is nevertheless to obtain the usual security package over the target and its subsidiaries
(as obtaining security is not costly in Norway), but adding appropriate limitation language
ensuring that the security and the guarantee obligations incurred will only extend to the
amount allowed possible under the law from time to time. In this way, it will be a factual
matter how strong the security that is obtained from the target group turns out to be under
the specific acquisition financing in question. As a result of the above, financial assistance
restrictions as currently in force, lenders must rely to a larger extent on negative pledge clauses
and prohibitions against additional financial indebtedness in the target group in order to
get the same level of comfort. It is, therefore, our impression that Norwegian acquisition
financings have generally had less flexibility for the borrower and its subsidiaries under
Norwegian law. We expect a trend towards more flexibility for the bidco and the target group
with the expected changes to the financial assistance rules from 2020.

Norwegian law does not recognise the concept of ‘trust’ as known in English law, but
it is possible for one entity to hold a security interest on behalf of itself and others. As such,
the transaction security in a Norwegian acquisition financing is typically held by a security
agent appointed to act on behalf of all of the finance parties. The security agent can be one
of the banks party to the transaction or an independent entity. Under Norwegian law, only
creditors to a claim may have standing before the courts of Norway. In practice this only has
procedural implications, but may entail that all the secured creditors having an interest in
the security may participate as joint plaintiffs in a court case involving the security interest in
Norway, as the court may decide that the true beneficiaries of the security interest should act
as the true party to the case and not through a security agent as its representative.

Generally, under Norwegian law, hardening periods may arise for security granted for
debt already incurred. Due to the financial assistance rules that generally limit the value of
security and guarantees obtained from the target group, it is nevertheless common to have
a clean-up period for 30 to 90 days after the closing of an acquisition in order to bring the
security from the target group in place.

The prohibition that a Norwegian target entity may not advance funds to the benefit
of a purchaser of shares in the company will in any event not prohibit the Norwegian target
company from distributing ordinary dividends to the purchaser.

Norwegian entities (and their boards of directors) will generally have an obligation to
act in the best interests of the company, and ensure that there is sufficient corporate benefit
when undertaking a transaction. This will as a general rule also apply to the granting of
guarantees to related parties. Calculating the actual arm’s-length consideration for a guarantee
or security interest under Norwegian law can be complicated, but lenders should make sure
that arrangements are in place ensuring that arm’s-length provisions are paid to protect their
security position as this will typically be an assumption under the relevant legal opinions
granted in favour of the lenders. It is expected that this will be an even more important issue
with the new financial assistance rules from 2020.
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IV PRIORITY OF CLAIMS

Pursuant to the Norwegian Mortgage of Act of 1980 No. 2, the bankruptcy estate of any
bankrupt party that has encumbered any of its assets as security for obligations owed, has
a statutory lien over any such encumbered assets as well as over assets that a third party
has encumbered as security for the obligations of the bankrupt party, except for assets that
are charged as security in accordance with the Norwegian Financial Collateral Act of 2004
No. 17. The statutory bankruptcy lien, however, will not apply to share charges. Other than
for this exception, the statutory lien has priority over all other liens or security interests in
the relevant asset, regardless of whether the other liens or security interests have been created
voluntarily or involuntarily.

The statutory lien for the bankruptcy estate is limited to 5 per cent of the value of,
or sales proceeds for, the encumbered asset. The statutory lien is limited to a maximum
amount equal to 700 times the court fee (which at present means a maximum amount of
805,000 kroner) in respect of each mortgage over real estate and for mortgages over other
assets registered in registries which are designating property rights by the specific asset, such
as for vessels, aircraft and similar. The bankruptcy estate may only apply proceeds from the
statutory lien to pay for necessary expenses.

Municipal real estate taxes will also have a preferred standing compared to other liens
in bankruptcy, as will salvage claims and certain other customary maritime liens. Ordinary
tax claims, such as for income tax or unpaid VAT, will not get a preferred standing in a
Norwegian bankruptcy.

Other than the above, no statutory claims will prime a non-voidable security interest.
Norwegian law provides detailed regulations as to the order of payments made with proceeds
from the unsecured assets of a debtor during the bankruptcy proceedings.

Contractual subordination is recognised and customary under Norwegian law, and may
generally take two different forms. The first possibility is to agree to grant a fully subordinated
loan (labelled as such), which under Norwegian law is recognised as a separate class of loan
that ranks behind all pari passu debt (whether secured or unsecured), but ahead of equity
claims from shareholders. In the event of a bankruptcy of the borrower of the subordinated
loan, the creditor of a fully subordinated loan will not be able to claim any dividend on the
fully subordinated loan unless all the pari passu debt (as well as the prioritised claims, e.g.,
necessary expenses of the bankruptcy estate) have been paid. The second possibility is to
agree to a contractual subordination and turnover in favour of another creditor (typically
a bank) of claims of an ordinary pari passu claim against the borrower. In the event of a
bankruptcy involving the borrower in such a scenario, the holder of the loan will claim against
the borrower in the bankruptcy as normal, but any dividend received from the bankruptcy
estate will, in accordance with the subordination and turnover agreement, be turned over to
the other party (typically the bank), in accordance with the contractually agreed terms and
without involvement of the bankruptcy estate.

Intercreditor agreements regulating security sharing are also customary and its content
will vary depending on the structure and type of financing in question. The traditional
security structure under Norwegian asset financings has been that of first and second priority
security in the same asset, typically with a bank having first priority security in the asset and
the junior creditors such as, for example, bondholders having second priority security. The
intercreditor arrangements in such a setting would customarily revolve around enforcement
rights, standstill periods and cash distribution waterfall, sometimes also with a purchase
option for second priority security holders to purchase the first priority collateral position.
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V  JURISDICTION

Norwegian entities are as a general rule free to enter into contracts governed by foreign
law and subject to the jurisdictions of non-Norwegian courts, however, with a caveat that
a Norwegian company will usually not be able to circumvent statutory provisions under
Norwegian law by way of choosing foreign law as the governing law of the contract.

For contracts governed by the laws of a state that is party to the Lugano Convention
of 2007 concerning the recognition and enforcement of judgment in civil cases, a final and
conclusive judgment obtained in the courts of the jurisdiction would be enforced by the
courts of Norway without re-examination of the merits of the case, all subject to the terms of
the Norwegian Dispute Act of 2005 No. 90.

A judgment of a foreign court or tribunal of a state that is not party to the Lugano
Convention will also be directly enforceable in Norway under the following circumstances.
The judgment is enforceable if it satisfies the requirements for enforceability under any
applicable convention for enforcement of foreign judgments to which Norway and the
country where the judgment had been passed are parties, and further so that a judgment by
a foreign court or tribunal will be recognised and enforced by the courts of Norway if (1) the
respective parties thereto have submitted in writing to the jurisdiction of an agreed court or
tribunal in respect of the matter in dispute; (2) there is no other mandatory venue for the
dispute; (3) the judgment obtained is final and enforceable in and pursuant to the laws of the
country where it has been passed; and (4) the acceptance and enforcement of the judgment
shall not be in conflict with decency or Norwegian mandatory law or public policy.

Norwegian courts may, in certain circumstances, demand upon application from a
defendant, that a plaintiff from a state which is not party to the European Economic Area
provides security for costs in connection with the court case.

With regard to liability for damages that arise outside of contract, Norway has not
implemented Regulation (EC) No. 864/2007 of the European Parliament and of the Council
of 11 July 2007 on the law applicable to non-contractual obligations (Rome II). Norwegian
courts would in this event determine that the correct legal venue for resolving legal disputes
relating to claims that arise outside of contract will be the jurisdiction that has the closest
connection to the dispute based on an overall assessment.

VI ACQUISITIONS OF PUBLIC COMPANIES

The acquisition of companies, Norwegian and foreign (with a few exceptions), listed in
Norway is subject to special regulations partly based on Directive 2004/25/EC on takeover
bids (the Takeover Directive), which has been adopted by Norway. The Takeover Directive
includes:

a notification requirements;
b insider trading and inside information restrictions;
c shareholder disclosure requirements; and

d  various requirements for voluntary and mandatory offers.

Shareholding disclosure requirements are triggered when a party acquires the following
amounts of share capital or votes in the listed target company or reduces its holdings below
these levels, requiring the holder to announce its holdings to the market:

a 5 per cent of share capital or votes;

b 10 per cent of share capital or votes;
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15 per cent of share capital or votes;

QA O

20 per cent of share capital or votes;

25 per cent of share capital or votes;
one-third of share capital or votes;

50 per cent of share capital or votes;
two-thirds of share capital or votes; and

>0 N o

i 90 per cent of share capital or votes.

This includes options and other rights to shares held by a company or its close associates.
The reference to voting will mean that share charges may fall within the notification rules if
there are agreed procedures or proxies, or both, for voting under the share charges, and legal
advice should, therefore, be obtained before charging shares in a listed entity as security in
favour of lenders.

A requirement to make a mandatory offer for the shares in the target is triggered when
the buyer acquires more than one-third of the voting rights in the target (with repeat triggers
at 40 per cent or more and 50 per cent or more of the ownership of the shares or voting rights
of the listed company). It is possible to avoid the mandatory offer obligation by selling down
below the threshold within four weeks of acquiring the shares that triggered the mandatory
offer obligation.

Voluntary and mandatory offers must be notified to, and published by, the Oslo Stock
Exchange. An offer document must be prepared in connection with an offer and must be
approved by the Oslo Stock Exchange in advance. The offer document must be distributed to
all shareholders of the target and made known to all its employees.

A mandatory offer must offer a pure cash alternative, but may also offer alternative forms
of consideration. Further, a mandatory offer must be unconditional whereas a voluntary offer
can be made conditional (for example, on receipt of 90 per cent acceptance or approval from
relevant authorities). The buyer must treat all shareholders equally, although different classes
of shares can be treated differently.

Settlement of a mandatory offer must be backed by a bank guarantee from a bank
authorised to carry out business in Norway.

It is important to be aware that several industries in Norway are regulated to varying
degrees, implying that acquisitions of controlling or large stakes in companies operating in
these industries will be subject to approval from the relevant authorities (including listed
entities). This includes banks and financial institutions, insurance companies, acquaculture
business and companies involved in petroleum exploration and production as well as pipeline
transportation.

If the purchaser holds 90 per cent or more of the shares of the target and a corresponding
proportion of the votes that can be cast at general meetings of the target, the buyer has the
right to acquire minority shareholdings on a compulsory (squeeze-out) basis (and minority
shareholders have a right to demand that the bidder makes a compulsory acquisition).

VII THE YEAR IN REVIEW

In July 2018, Nordea announced its acquisition of Gjensidige Bank from Gjensidige
Forsikring ASA. Following regulatory approval, the deal was completed in March 2019, and
the acquisition will strengthen Nordea’s presence as the second largest bank in the Norwegian
market second only to DNB Bank ASA.
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VIII OUTLOOK

Norway has an open and internationally oriented economy, heavily influenced by the
developments in the oil and offshore sectors. As such, fluctuations in the price of oil and gas
will evidently affect activity in the Norwegian economy and thereby also M&A activity (both
directly, through acquisitions in the oil and oil services sectors when the oil price is high,
and indirectly through a stronger economic sentiment with higher oil prices). Given a steady
state in the international financial markets going forward, and stable oil prices, we expect
that economic activity in Norway will retain its positive momentum for the next few years.

M&A activity within the oil sector, which has been high over the last couple of years, is
expected to continue as a main driving force for high value transactions. The oil service and
shipping sectors have been struggling for some time, and there are no immediate signs of an
upturn for most segments. We would expect consolidations of smaller players to be part of
a long term solution in order for these industries to bring the supply back to balance during
the next couple of years.

Further, it is expected that the development of new technological solutions within
the banking sector will lead to changes in the way banks operate, not only with regard to
payment services but also when it comes to credit decisions and lending. As such, it is expected
that fintech and digitalisation in time will increase competition generally in the Norwegian
banking sector. New market participants (e.g., Google, Amazon and Facebook) and new
techniques (e.g., fintech) for providing financial services will challenge the current market
participants and practices. New techniques also bring the need for updated regulations. We
expect that fintech will have a more dominant role in the banking sector in 2020 and onwards.

Directly related to the acquisition financing market, new legislation as to whether there
will be an easing of the strict financial assistance rules for Norwegian companies must be
considered to have a significant impact on the market if and when implemented as expected
— probably from some time in 2020.
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