
 

 

 

RATING RATIONALE 

Our 'BBB+' long-term issuer rating on Norway-based SpareBank 1 Lom og Skjåk (SB1 Lom og Skjåk) 

reflects the bank's robust capitalisation and strong earnings. The bank is part of the SpareBank 1 

Alliance (SB1 Alliance), which we view as supportive of business diversity, operating efficiency, and 

liquidity. SB1 Lom og Skjåk's pre-provision profitability is strong and its cost efficiency average in the 

context of its peer group. The bank is predominantly a provider of retail residential mortgage loans, 

but also has significant exposure to agriculture, commercial real estate (CRE) and construction. 

The rating is constrained by relatively low credit quality in the corporate loan book, particularly in 

real estate projects, tourist resorts and land banks. Additionally, the bank has a high level of corporate 

exposure in its core markets in Norway's Innlandet county, where the population is declining. Strong 

competition in key growth markets outside the core region also constrains the rating. 

STABLE OUTLOOK 

The outlook is stable, reflecting SB1 Lom og Skjåk's strong loss-absorbing capacity, supported by robust 

pre-provision income and capitalisation. We expect high collateralisation to help contain future loan 

losses. The bank is also expected to generate sufficient earnings to maintain stable capitalisation, 

despite anticipated strong loan growth. The stable outlook further reflects the bank's focus on 

expanding its mortgage loan portfolio. 

 

POTENTIAL POSITIVE RATING DRIVERS POTENTIAL NEGATIVE RATING DRIVERS 

• Improved asset quality metrics, with net 

Stage 3 loans below 1.5% of net loans over a 

sustained period; and 

• Cost-to-income ratio below 45% and pre-

provision income/risk exposure amount 

(REA) above 2.5% for a protracted period. 

• Improved market position in the bank's 

growth markets. 

• A lasting reduction in the consolidated Tier 

1 capital ratio to below 18%. 

• Lower liquidity buffer with liquid assets 

below 10% of deposits over a protracted 

period. 

• Material deterioration in the operating 

environment or weaker asset quality. 

 

 

Figure 1. Key credit metrics, 2022–2028e 

% 2022 2023 2024 2025 2026e 2027e 2028e 

Net interest margin 2.10 2.59 2.55 2.22 1.95 1.90 1.90 

Pre-provision income (PPI)/REA* 2.0 2.6 3.8 3.6 2.9 2.8 2.7 

Cost-to-income 52.7 48.6 38.4 39.1 45.4 46.1 46.1 

Return on ordinary equity 6.2 7.6 12.3 10.7 8.3 8.0 7.9 

Loan losses/net loans 0.22 0.28 0.49 0.51 0.24 0.23 0.22 

Net Stage 3/net loans 0.92 1.56 2.30 4.92 4.36 3.96 3.60 

Tier 1 ratio* 21.6 21.3 20.5 23.0 23.2 23.3 23.3 

Liquid assets/ deposit ratio  16.4   24.1   16.1   11.3   11.3   11.5   11.7  

Source: company and NCR. e–estimate. REA–risk exposure amount. CET1–common equity Tier 1. All metrics adjusted in line with NCR methodology. 

*Consolidated capital adequacy metrics. 

 

Sparebank 1 Lom og Skjåk

 
LONG-TERM RATING

OUTLOOK

SHORT-TERM RATING

 
PRIMARY ANALYST 
Geir Kristiansen 
+4790784593 
geir.kristiansen@nordiccreditrating.com 

SECONDARY CONTACTS 
Christian Yssen 
+4740019900 
christian.yssen@nordiccreditrating.com 

Sean Cotten 
+46735600337 
sean.cotten@nordiccreditrating.com

BBB+

Stable

N3

Full Rating Report

FINANCIAL INSTITUTION

Norway

26 Jun. 2026

1/10



 

 

Competitive position 

ISSUER PROFILE  

SB1 Lom og Skjåk was founded in 1873 and is a member of the SB1 Alliance. The bank's core region 

comprises five municipalities in the northwestern part of Innlandet county, Norway. Headquartered 

in Lom municipality, the bank operates five branches, including one in Oslo. It employs 74 staff and 

has total lending of NOK 11bn, including loans transferred to the SB1 Alliance covered bond company, 

SB1 Boligkreditt AS. SB1 Lom og Skjåk also holds a 22.6% stake in real estate brokerage 

EiendomsMegler 1 Lillehammer og Gudbrandsdal AS and maintains a close partnership with 

accounting firm SB1 Regnskapshuset SMN AS, in which it has a minor shareholding. 

Figure 2. Gross loans by sector, 31 Mar. 2026 

 
Source: company. 

Seeking retail growth outside core market 

SB1 Lom og Skjåk is a leader in retail and corporate banking in its core market, where it has a strong 

focus on agriculture. However, the highly competitive Oslo region is a significant area of retail lending 

growth and currently accounts for 47% of retail and 15% of corporate lending. The bank opened a 

branch office in the capital in 2019, and has a cooperation agreement with the Oslo branch of the 

Norwegian Tourist Association, whose members include potential and existing owners of holiday 

homes in the bank's core region. In addition, the bank extends loans digitally in regions outside its core 

market. 

Figure 3. Business volume comparison, 31 Mar. 2026  Figure 4. Revenue source split comparison, LTM to 31 Mar. 

2026 

 

 

 
Source: bank reports.  Source: bank reports. 
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Risk governance 

Funding and liquidity 

Regional assessment 

The SB1 Alliance is Norway's second-largest finance group in terms of assets and consists of 12 

independent savings banks. Member banks in the SB1 Alliance typically have larger proportions of 

non-interest income than their non-alliance peers. This can be partly explained by their higher 

proportions of transferred loans and the broad product offering provided by the alliance. In general, 

we view the bank's relationship with the SB1 Alliance as beneficial, as it diversifies product offering 

and revenue streams. 

Increased resources allocated to risk governance 

In our opinion, SB1 Lom og Skjåk has an adequate risk appetite framework and internal risk and 

compliance tools. It has established a third line of defence and hired a credit manager in 2025. 

However, increased lending outside its core region, and particularly in the Oslo-region, represents a 

challenge in terms of risk governance. The bank underwent a supervisory review by the Norwegian 

FSA in 2025, published November 2025. We believe it has made significant improvements in the areas 

identified during the review. 

In our view, the bank has allocated adequate resources to combat money laundering and improve 

customer surveillance and compliance. In addition, the SB1 Alliance helps member banks to deal with 

compliance issues and provides resources for future development. SB1 Lom og Skjåk has established 

credit-related guidelines to assess climate and sustainability risk facing its corporate customers. In 

addition, it is working to establish a green bond framework. 

Diverse funding with strong deposit base 

SB1 Lom og Skjåk has diverse funding, a stable retail deposit base, and proven access to bond funding. 

As of 31 Mar. 2026, the loan to deposit ratio was 105%, which was lower than the average of similarly 

sized domestic savings banks. The bank has few single-name concentrations in its customer deposits 

while its liquidity buffer (14.4% of customer deposits) is relatively low relative to peers. As of 31 Mar. 

2026, the liquidity coverage ratio was 178%, also low relative to similar-sized peers but in line with its 

fellow SpareBank 1 banks and well above the regulatory requirement of 100%. 

Figure 5. Deposit metrics, 2021-2028e  Figure 6. Norwegian savings banks' funding profiles, 31 Mar. 

2026 

 

 

 
Source: company and NCR. e–estimate.  Source: bank reports. 

As of 31 Mar. 2026, SB1 Lom og Skjåk had transferred loans amounting to NOK 3.2bn to SB1 

Boligkreditt, representing 38% of total mortgage lending (compared with 36% a year earlier). This is 

the lowest transfer level among banks in the SB1 Alliance, implying that the bank retains a significant 

buffer of loans that can be transferred as a liquidity reserve.  

CREDIT RISK PROFILE 

Core region in decline 

SB1 Lom og Skjåk operates in a mountainous region with a significant tourism industry. The tourist 

season spans three quarters of the year, mitigating the impact of seasonality on employment. The 

region's economy is less cyclical than other parts of Norway, supported by high public sector 
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Loss performance 

Credit risk 

employment and a large agricultural sector. The public health system is the largest employer, followed 

by construction. Traditional manufacturing is no longer present in the region. The core region's 

population is currently 12,000 and has been declining for many years. Statistics Norway projects a 

continued decline, leading to a rapidly ageing population. Unemployment is only half the national 

average. 

In response to declining demographics in its home market, SB1 Lom og Skjåk is focusing on retail 

lending in Oslo and, through digital channels, elsewhere in Norway. As a result, approximately 60% of 

lending is now outside the core region. Corporate lending remains primarily to businesses in the core 

market. 

Figure 7. Regional core characteristics 

 
Strengths Weaknesses 

Regional employment and  

economic diversity 

Low cyclicality. 

(Moderate cyclicality in the Oslo-

region.) 

Low diversity, mainly public services, 

construction, agriculture and tourism. 

(High diversity in the Oslo region.) 

Expected population growth  

and credit demand 

Stable housing prices. 

(More volatility and recent weakness 

in the Oslo region.) 

Population decline and low credit 

demand. 

(Population growth and higher credit 

demand in the Oslo region.) 

 

Strong mortgage lending growth outside core region  

SB1 Lom og Skjåk’s loan portfolio is primarily composed of retail mortgage loans (69% including 

transferred loans and 58% of on-balance sheet lending), which remains a lower proportion than for 

most savings banks. An additional 16.5% of on-balance sheet lending is to local agriculture, a segment 

with a history of low credit losses. Beyond retail and agricultural customers, the bank’s main sectoral 
exposure is to CRE. This sector is currently under pressure due to persistently high interest rates, which 

have reduced collateral values. Corporate lending is mainly local, and the bank declines corporate 

customers without ties to its core region. 

Figure 8. Corporate gross loans by sector (excluding transferred loans), 31 Mar. 2026 

 
Source: company. 

The 5% loan growth recorded in the 12 months to March 2026 was driven solely by 9% growth in retail 

lending. The bank plans to continue expanding primarily through retail lending, which reduces our 

concerns about elevated growth rates. We believe this is likely to benefit the credit quality of the loan 

book and reduce geographic concentration risk. Collateral in the Oslo region is generally more liquid 

than in the bank's more rural core region. 

In 2025, SB1 Lom og Skjåk reported loan losses of 0.51% of net loans vs. 0.49% in 2024. Loan losses 

totalled NOK 6m (0.28%) in the first quarter of 2026. These elevated levels reflect realised losses at 

small local businesses and, in particular, higher provisions related to CRE lending. Stage 3 loans rose 
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Capital 

Earnings 

significantly in 2024 and 2025 and remain high compared with domestic peers. The increase in Stage 

3 loans is partly attributable to agricultural loans, which are highly collateralised, as well as certain 

CRE exposures. We expect Stage 3 loans to decline slightly for the remainder of 2026, given the bank's 

focus on reducing exposure to high-risk CRE customers. Nevertheless, we continue to factor in loan 

losses above the peer group average based on historical performance. 

Figure 9. Asset quality metrics, 2021–2028e  Figure 10. Asset quality in relation to capitalisation, 31 Mar. 

2026 

 

 

 
Source: company and NCR. e–estimate.  Source: bank reports. CET1-Common Equity Tier 1.  LTM-last twelve months. 

CAPITAL GENERATION 

Stolid capital base supported by strong earnings 

Our capital assessment considers SB1 Lom og Skjåk's consolidated position, including its proportional 

holdings in product companies jointly owned by the SB1 Alliance. As of 31 Mar. 2026, the consolidated 

Tier 1 ratio was 22.6%, compared with the current regulatory requirement of 17% (excluding a 1.25pp 

management buffer). The bank has not issued Tier 1 capital instruments but issued NOK 100m in Tier 

2 instruments in 2024. 

Figure 11. Forecast capital ratios vs. requirements, 2025–
2028e 

 Figure 12. Norwegian savings banks' capital ratios and loan 

growth, 31 Mar. 2026 

 

 

 
Source: company and NCR. e–estimate.   Source: bank reports. 

We project 10% loan growth over the forecast period and expect a return on equity of 8–9%. Most loan 

growth is expected to come from retail mortgage lending, while REA is likely to grow at a slower pace. 

Capital generation should be sufficient to support this growth. The bank has no equity instruments, 

such as equity capital certificates, and we expect gifts and donations to remain moderate. 

We expect net interest margin to be negatively affected by growth in low-margin mortgage lending, 

where competition is likely to intensify. However, rising domestic interest rates should support deposit 
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margins and returns on the liquidity portfolio. We project PPI/REA of 2.7–2.9% for the 2026–2028 

period (2.2–2.4% adjusted for value gains). We also anticipate solid cost efficiency, with a cost-to-

income ratio below 50% (around 50% adjusted for value gains). 

Figure 13. Capital projection assumptions 

 
2026e 2027e 2028e 

Net interest margin 1.95% 1.90% 1.90% 

Loan growth 10% 10% 10% 

Return on equity 8.3% 8.0% 7.9% 

Dividend rate N/A N/A N/A 

Source: NCR. e–estimate. All metrics adjusted in line with NCR methodology. 

 

Figure 14. Norwegian savings banks' cost-to-income, LTM to 

31 Mar. 2026 

 Figure 15. Norwegian savings banks' PPI to REA, LTM to 31 Mar. 

2026 

 

 

 
Source: companies. LTM-last twelve months. Core represents net interest income and  net fee & 

commission income. 
 Source: companies. 

SUPPORT ANALYSIS 

We assess the company's ownership as neutral according to our group and government methodology. 

The bank operates as a self-owned institution, which means it does not have traditional shareholders. 

Instead, it is owned by its depositors and reinvests profits in local community activities. 

ISSUE AND SHORT-TERM RATINGS 

Figure 16. Issue and short-term ratings 

 Rating 

Senior unsecured BBB+ 

Tier 2 BBB 

Additional Tier 1 BB+ 

Short-term rating 
N3; average liquidity coverage ratio is below 200% the 

last four quarters (177%). 
Short-term and issue ratings are mapped to the long-term issuer rating in accordance with our financial institutions rating methodology. When two short-

term rating alternatives are possible, the assigned rating reflects whether liquidity is strong, adequate or weak, as defined in the methodology. 

ENVIRONMENTAL, SOCIAL AND GOVERNANCE FACTORS 

We consider ESG factors throughout our analysis, when they are material to our credit assessment. 
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Figure 16. Priority ESG factors  

Issue/area Risk/opportunity 

Impacted subsections 

(impact on credit 

assessment*) 

Physical climate risk to 

collateral 

Climate-related damage to real-estate 

collateral (closely linked to supervision 

of insurance). Longer-term effects on 

market values in flood risk areas. 

Credit risk (-) 

Loss performance (0) 

Social engagement in local 

community 

Close connection to narrow regional 

markets provides a benefit. 

Competitive position (+) 

Earnings (+) 

Funding & liquidity (+) 

Anti-money laundering 

capacity 

Risk of sanctions and fraud due to 

insufficient reviews of customers. 

Risk governance (0) 

Control of sustainability 

issues 

Risk of overlooking sustainability 

impacts in underwriting, operations, 

and customer base. 

Risk governance (0) 

Credit risk (0) 

*Defined on a 5-step scale ranging from double minus (--) to double plus (++), with (--) representing the most negative impact and (++) the most positive. 

METHODOLOGIES USED 

(i) Financial Institutions Rating Methodology, 12 May 2025. 

(ii) Rating Principles, 14 Feb. 2024. 

(iii) Group and Government Support Rating Methodology, 14 Feb. 2024. 

RELEVANT RESEARCH 

(i) Nordic corporates well prepared for improving demand in 2026, 14 Jan. 2026 

(ii) Nordic niche banks focus on optimisation and scalability in 2026, 13 Jan. 2026 

(iii) Swedish savings banks face little drama in 2026, 12 Jan. 2026 

(iv) Capital strength sets Norwegian savings banks up for 2026 growth, 9 Jan. 2026 
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Figure 17. SB1 Lom og Skjåk key financial data, 2022–Q1 2026 YTD
Key credit metrics (%) FY 2022 FY 2023 FY 2024 FY 2025 Q1 2026 YTD

INCOME COMPOSITION

   Net interest income to op. revenue 72.9 75.0 59.5 56.6 62.7

   Net fee income to op. revenue 19.6 14.9 10.7 12.5 14.6

   Net gains and losses/operating revenue 9.7 3.7 17.1 17.5 14.3

   Net other income to op. revenue -2.2 6.4 12.6 13.4 8.4

EARNINGS

   Net interest income to financial assets 2.1 2.6 2.5 2.2 2.0

   Net interest income to net loans 2.4 3.1 3.1 2.7 2.4

   Pre-provision income to REA 2.3 3.1 4.5 4.2 2.8

   Core pre-provision income to REA (NII & NF&C) 2.0 2.5 2.3 2.1 1.5

   Return on ordinary equity 6.2 7.6 12.3 10.7 7.1

   Return on assets 0.9 1.1 1.8 1.6 1.1

   Cost-to-income ratio 52.7 48.6 38.4 39.1 51.3

   Core cost-to-income ratio (NII & NF&C) 57.0 54.1 54.6 56.6 66.3

CAPITAL

   CET1 ratio 22.0 22.1 23.7 27.2 26.5

   Tier 1 ratio 22.0 22.1 23.7 27.2 26.5

   Capital ratio 22.0 22.1 25.5 28.9 28.2

   REA to assets 55.3 55.1 57.6 52.8 53.1

   Dividend payout ratio 1.2

   Leverage ratio 12.2 12.2 13.6 14.0 13.6

   Consolidated CET1 ratio 21.4 21.2 20.3 22.9 22.5

   Consolidated Tier 1 ratio 21.6 21.3 20.5 23.0 22.6

   Consolidated Capital ratio 21.8 21.5 22.3 24.7 24.3

   Consolidated Leverage ratio 10.4 10.2 10.0 10.4 10.2

GROWTH

   Asset growth 5.4 6.8 10.6 8.6 1.7

   Loan growth 7.0 -0.4 18.2 5.6 -0.4

   Deposit growth 4.2 8.2 7.7 10.0 2.0

LOSS PERFORMANCE

   Credit provisions to net loans 0.22 0.28 0.49 0.51 0.28

   Stage 3 coverage ratio 38.24 24.53 25.19 20.55 22.27

   Stage 3 loans to gross loans 1.46 2.03 3.02 6.07 5.58

   Net stage 3 loans to net loans 0.92 1.56 2.30 4.92 4.44

   Net stage 3 loans/ordinary equity 5.09 8.15 12.63 25.90 22.86

FUNDING & LIQUIDITY

   Loan to deposit ratio 110.8 102.0 111.9 107.4 104.9

   Liquid assets to deposit ratio 16.4 24.1 16.1 11.3 14.4

   Net stable funding ratio 0.0 0.0 126.4 0.0 127.3

   Liquidity coverage ratio 190.0 189.0 191.0 170.0 178.0

 
Key financials (NOKm) FY 2022 FY 2023 FY 2024 FY 2025 Q1 2026 YTD

BALANCE SHEET

   Total assets 8,494 9,075 10,041 10,902 11,082

   Total tangible assets 8,494 9,075 10,041 10,902 11,082

   Total financial assets 8,035 8,614 9,696 10,603 10,787

   Net loans and advances to customers 6,983 6,955 8,218 8,677 8,643

   Liquid assets 1,034 1,641 1,182 909 1,187

   Customer deposits 6,302 6,821 7,346 8,081 8,242

   Issued securities 868 808 1,099 1,055 1,065

      of which other senior debt 868 808 999 954 965

      of which subordinated debt – – 100 100 100

   Total equity 1,256 1,329 1,498 1,649 1,677

      of which ordinary equity 1,256 1,329 1,498 1,649 1,677

CAPITAL

   Common equity tier 1 1,035 1,104 1,374 1,563 1,557

   Tier 1 1,035 1,104 1,374 1,563 1,557

   Total capital 1,035 1,104 1,474 1,662 1,656

   REA 4,700 5,002 5,787 5,753 5,882

INCOME STATEMENT

   Operating revenues 226 288 392 398 84

   Pre-provision operating profit 107 148 241 243 41

   Impairments 15 19 37 43 6

   Net Income 75 98 174 168 30

 
Source: company. FY–full year. YTD–year to date.
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Figure 18. SB1 Lom og Skjåk rating scorecard

Subfactors Impact Score

National banking environment 10.0% a

Sector exposure assessment - -

Regional assessment 10.0% bbb-

Cross border assessment - -

Operating environment 20.0% bbb+

Risk governance 7.5% bbb+

Capital 17.5% aa-

Funding and liquidity 15.0% a-

Credit and market risk 10.0% bbb-

Risk appetite 50.0% a-

Competitive position 15.0% bb

Earnings 7.5% a

Loss performance 7.5% bbb-

Performance indicators 15.0% bbb+

Indicative credit assessment bbb+

Peer comparison Neutral

Transitions Neutral

Borderline assessments Neutral

Stand-alone credit assessment bbb+

Ownership Neutral

Capital structure protection Neutral

Rating caps Neutral

Issuer rating BBB+

Outlook Stable

Short-term rating N3

Figure 19. Capital structure ratings

Seniority Rating

Senior unsecured BBB+

Tier 2 BBB

Additional Tier 1 BB+
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DISCLAIMER 

Disclaimer © 2026 Nordic Credit Rating AS (NCR, the agency). All rights reserved. All information and data used by NCR in its 

analytical activities come from sources the agency considers accurate and reliable. All material relating to NCR's analytical 

activities is provided on an "as is" basis. The agency does not conduct audits or similar warranty validations of any information 

used in its analytical activities and related material. NCR advises all users of its services to carry out individual assessments for 

their own specific use or purpose when using any information or material provided by the agency. Analytical material 

provided by NCR constitutes only an opinion on relative credit risk and does not address other forms of risk such as volatility 

or market risk and should not be considered to contain facts of any kind for the purpose of assessing an issuer's or an issue's 

historical, current or future performance. Analytical material provided by NCR may include certain forward-looking 

statements relating to the business, financial performance and results of an entity and/or the industry in which it operates. 

Forward-looking statements concern future circumstances and results and other statements that are not historical facts, 

sometimes identified by the words "believes", "expects", "predicts", "intends", "projects", "plans", "estimates", "aims", "foresees", 

"anticipates", "targets", and similar expressions. Forward-looking statements contained in any analytical material provided by 

NCR, including assumptions, opinions and views either of the agency or cited from third-party sources are solely opinions and 

forecasts which are subject to risk, uncertainty and other factors that could cause actual events to differ materially from 

anticipated events. NCR and its personnel and any related third parties provide no assurance that the assumptions underlying 

any statements in analytical material provided by the agency are free from error, nor are they liable to any party, either 

directly or indirectly, for any damages, losses or similar, arising from use of NCR's analytical material or the agency's analytical 

activities. No representation or warranty (express or implied) is made as to, and no reliance should be placed upon, any 

information, including projections, estimates, targets and opinions, contained in any analytical material provided by NCR, and 

no liability whatsoever is accepted as to any errors, omissions or misstatements contained in any analytical material provided 

by the agency. Users of analytical material provided by NCR are solely responsible for making their own assessment of the 

market and the market position of any relevant entity, conducting their own investigations and analysis, and forming their 

own view of the future performance of any relevant entity's business and current and future financial situation. NCR is 

independent of any third party, and any information and/or material resulting from the agency's analytical activities should 

not be considered as marketing or a recommendation to buy, sell, or hold any financial instruments or similar. Relating to 

NCR's analytical activities, historical development and past performance does not safeguard or guarantee any future results or 

outcome. All information herein is the sole property of NCR and is protected by copyright and applicable laws. The information 

herein, and any other information provided by NCR, may not be reproduced, copied, stored, sold, or distributed without NCR's 

written permission.
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