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OP Financial Group in brief

OP Financial Group is Finland's largest financial services group and fully owned by its customers.

OP has three business segments: Banking, Non-life Insurance

and Wealth Management. We provide our customers with the

most extensive and diversified range of banking, investment
and insurance services and the best loyalty benefits in the
country.

In line with our new strategy, OP’s aim is to gradually change
from a plain financial services provider to a diversified
services company of the digital era. With financial expertise
remaining our cornerstone, we will gradually expand OP’s
business into new areas, such as Health and Wellbeing
Services, Housing-related Services and Mobility Services.

OP employs over 12,000 people. We have some 3.9 million
private customers and 440,000 corporate customers. The
number of our owner-customers is around 1.7 million.

Performance determined by
success in two roles

OP's operations are hased on the cooperative principle —
cooperation and fair distribution of success among
stakeholders. Based on our mission, we create sustainable
prosperity, security and wellbeing for our owner-customers,
and in our operating region by means of our strong capital
base and efficiency.

We follow our mission through a dual role typical of a
cooperative society. In the business role, OP provides its
customers with the best possible products and services while
ensuring its profitability. Success in our business role and
financial performance enable us to execute our mission also
through community actions, such as our #Suominousuun
(Putting Finland on a new growth path) initiatives. Our
business role and our social role need to be balanced in our
operations, since succeeding in both roles is a measure of
OP’s success.

In accordance with social principles based on the cooperative
system, we always act in the best interest of our broader-
based community and will therefore refrain from pursuing
any targets of OP or individual players that conflict with the
long-term targets of our operating region.

Our cooperative corporate form
enables our dual role, which is also
the foundation for our unique identity

Social role

Business role

OP Financial Group structure

OP Financial Group is made up of some 170 independent OP
cooperative banks and OP Cooperative which they own,
including its subsidiaries and closely related companies.
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1.7 million owner-customers

Some 170 group member cooperative banks
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Banking

Non-life Insurance

Wealth management

Health and wellbeing

services

Central cooperative

Owner-customers

OP Financial Group is owned by its customers, and the
Group’s 1.7 million owner-customers own the OP
cooperative banks.

OP cooperative banks

OP cooperative banks are independent, local deposit banks
engaged in retail banking on a regional basis. In terms of the
type of business organisation, they are cooperatives where
each owner-customer has one, equal vote. Rather than
focusing on short-term profits, OP cooperative banks aim at
prospering together with their customers. The banks’
operating profit is used for the benefit of owner-customers:
for the development of products, services and benefits.

Businesses

OP Financial Group has three business segments: Banking,
Non-life Insurance, and Wealth Management. Banking is the
largest of the Group’s business segments. For the time being,
OP’s health and wellbeing services are included in the Non-
life Insurance segment.

The central cooperative

OP Cooperative is the central cooperative of the
amalgamation of cooperative banks. It is a cooperative society
whose members are deposit banks and other credit
institutions belonging to the amalgamation. The mission of
OP Cooperative is to provide foundations for OP Financial
Group's unity and success. It controls the Group's centralised
services, develops the Group's business, manages the Group's
strategic control and regulatory and public affairs, and
manages the control and supervision duties which belong to
the central cooperative of the amalgamation and the
company heading the financial and insurance conglomerate.
Furthermore, OP Cooperative acts as OP Financial Group's
strategic owner institution. OP Cooperative also analyses the
operating environment and gathers information on changes
in the industry and on markets. It is in charge of the Group’s
corporate image, reputation, identity and brands.
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Review by the President, Group Executive

Chairman

In 2016, OP continued its good financial performance by recording all-time-high earnings before
tax as business grew at a rate above the market average. Our huge transformation process that we
started remains, however, uppermost in my mind when it comes to the bygone year. Why should a

successful company reinvent itself?

In early 2016, we completed one of OP’s most extensive
operating environment analysis ever carried out. Its message
cannot be ignored. The financial sector is faced with the most
drastic change in its history.

We will respond to the change through our strategy adopted
in summer 2016. We want to lead it at the forefront and
reinvent ourselves with customer experience being our
priority.

As a company owned by customers, we want to be a trusted
partner in the daily lives of our customers. We are branching
out into businesses where we have had some presence
previously through financial products, such as mobility,
housing, and health and wellbeing.

A journey towards diversification is a long and multi-stage
process, which does not happen overnight as it should not
either. Traditional banking and insurance services will remain
our business cornerstone well into the future.

OP will reinvent itself led by customer interests in a way that
takes both the present and future customer generations into
consideration.

Competitive edge through
nvestments

Business reinvention takes tangible form when we invest in
new technology, products, services and competencies. When
we published our strategy, we announced our investment
programme worth some 2 billion euros for the next five
years. In addition to blazing a new trail for our business, we
will further develop our existing one and digital capabilities.
Ensuring our price competitiveness and operational agility
will require efforts to improve our operational efficiency. The
wide variety of jobs and skill requirements will diversify at
OP.

Action in our social role

Alongside our business development, we have implemented
our mission through our social role too. We have continued
the series of campaigns under our #Suominousuun initiative
by, for example, donating over 6 million euros to
universities.

As a gift to Finland celebrating 100 years of independence,
we are making a volunteering contribution biggest ever made
in our country. All of the over 12,000 OP employees
throughout Finland may spend one working day doing
volunteer work for a cause of their choice, and we have also
encouraged our administrative staff, owner-customers and
stakeholder groups to take on this challenge. Our volunteer
work exchange site open to anyone can be found at
www.hiiop100.fi. >



http://www.hiiop100.fi/
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Increasing expectations

Expectations of our stakeholder groups have increased higher
than ever following the new strategy, good financial
performance and actions performed in our social role.
Positive energy created through our value-based reinvention
has spread from our employees to our administration and
customers.

In 2016, OP received almost 260,000 new owner-customers.
With customer experience showing favourable development,
OP cooperative banks across Finland work to be present in
the daily lives of owner-customers, not only physically, but
also digitally.

We aim to meet the expectations set for us in both the
business and social role and to represent a positive driver all
over Finland.

OP encourages society to reform
itself

Finland has been stuck in stagnation that has continued for a
decade now. What if Finland updated its strategy with the
same determination as OP?

The year 2017 has begun with a brighter economic outlook.
The centenary of Finland’s independence has every chance of
becoming a landmark year in our country’s history. Now is
the time to let boldness spread through the entire society.

While reinvention creates investments and new jobs,
investments bring competitiveness. Finland can become a
bigger actor in the digitising world economy than what its
size suggests, but that will require drastic reforms and
measures to build on our strengths.

| would like to take this opportunity to express my thanks to
OP’s owner-customers, customers and partners as well as
administrative staff and personnel for the successful

year. OP’s success will continue to be linked to the success of
the Finnish people. We encourage everyone to go through
the digital transformation with their head held high and we
promise to do our share on this journey.
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Owner-customer interests guide our operations

OP being owned by its customers creates prosperity and wellbeing for its owner-customers and in
its operating regions, in accordance with its mission. This is why owner-customer is at the core of

our operations.

Everyone can become an owner-customer by paying a
cooperative contribution. It is a one-time contribution — no
other payments exist. Owner-customers' rights come in two
types: Owner-customers have the right to attend, and vote at,
their OP cooperative bank's annual cooperative meeting or in
the Representative Assembly elections. They can also run as
candidates for their OP cooperative bank’s Representative
Assembly and vote in its election. In addition, an owner-
customer is entitled to OP's owner-customer benefits valid
from time to time.

Since 2014, our owner-customers have been able to invest in
their own OP cooperative bank by means of Profit Shares.
An OP cooperative bank will pay annual interest on Profit
Shares on the basis of its financial performance, thus
channelling part of its prosperity for the benefit of its owner-
customers. OP anticipates paying interest of 3,25% on Profit
Shares for 2016 (3.25% in 2015).

In 2016, the number of OP Financial Group's owner-
customers increased by 256,000 to over 1.7 million. The year
2016 was the second full operating year after Pohjola Bank
was delisted and OP went back to its roots as a financial
services group wholly owned by its customers. As part of
building the new OP Financial Group fully owned by its
customers, the previously limited liability company OP
Helsinki operating in the Helsinki Metropolitan Area was
converted into a cooperative bank.

Owner-customers can have their
say In cooperative bank
administration

In accordance with cooperative principles, our administration
system enables owner-customers to have an impact on
decision-making and development of our operations. The
owner-customers elect from amongst their number their
own bank’s administrative staff. This ensures that the local
bank’s operations are developed by taking its customers’
needs into consideration. Through their representatives in
administrative bodies, owner-customers can promote
businesses and prosperity in the region.

Read more about OP cooperative banks’ local influence. »

In terms of the type of their business organisation, OP
cooperative banks are cooperatives whose basic values
underlying decision-making include the one member,

one vote principle. The members, or owner-customers, elect
from amongst them a Representative Assembly for the bank
by voting in the assembly election. The Representative
Assembly exercises the decision-making powers of the
cooperative bank's members in matters laid down in the Co-
operatives Act and the bank's Bylaws. Where an OP
cooperative bank has no elected Representative Assembly, the
bank’s supreme decision-making body is its annual
Cooperative Meeting.

Many OP Financial Group cooperative banks will organise
their Representative Assembly elections in 2017. Those who
have become owner-customers by the end of June 2017 can
vote, or stand as a candidate, in the election.

Owner-customers
million customer

1.75

137 140 143 =

2012 2013 2014 2015 2016
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Digital customer communities
forming new channels of
influence

Going forward, owner-customers will be able to influence the
operations of the bank in their ownership in a variety of
ways.

In the autumn of 2016, the OP cooperative banks of
Sastamala, Ruukki, Oulainen and Kainuu piloted a new digital
customer community as a channel of influence for their
owner-customers. An owner-customer community gives
owner-customers an opportunity to have their say by
answering surveys and by participating in discussions.

In the pilot, owner-customers were asked to propose charity
causes for their own bank and then vote for their favourite
from amongst the suggestions received. In each bank, owner-
customers selected a cause for supporting families with
children living on limited means. The pilot will be expanded
in 2017. OP cooperative banks will start using owner-
customer communities in their respective schedules and will
then invite their owner-customers to join the community.

Owner-customers can also influence OP’s service and product
design. »

Benefits and OP bonuses for
owner-customers

In line with the cooperative principle, owner-customers
benefit from OP’s operations and success. A considerable part
of business earnings are returned to the owner-customers

in the form of OP bonuses and various benefits and
discounts. The more an owner-customer uses OP’s services,
the more he/she benefits.

OP’s loyalty benefit programme consists of OP bonuses —
generated in proportion to the person’s transactions with OP
— as well as benefits and discounts related to OP’s banking,
non-life insurance and wealth management products and
services. Furthermore, some service packages are only
available to owner-customers.

OP bonuses are the most significant owner-customer benefit
and they are generated from almost all customer
transactions. OP bonuses are widely applicable to OP
Financial Group's banking charges, non-life insurance
premiums and wealth management fees as well as OP
Kiinteistokeskus real estate agent commissions. A total of 101
million (100) euros of OP bonuses were used to pay for
banking and wealth management services and 107 million
(101) euros to pay non-life insurance premiums. Since 1999,
we have granted over 1.9 billion euros in OP bonuses. In
2016, our owner-customers earned a total of 208 million
(197) euros in OP bonuses. Discounts given related to non-
life insurance totalled 86 million (79) euros. OP bonuses
were used to pay 2,200,000 insurance hills (2,023,000), with
297,000 (273,000) of them paid in full using bonuses.

We are continuously improving our owner-customer
benefits. The new mutual fund benefit was launched in June
2016 and it enabled owner-customers to buy, sell and switch
the majority of OP funds' units with no transaction costs. We
also introduced new services exclusively for our owner-
customers, including the OP Investment Partner service
package designed to support owner-customers in their
investment decisions and the new fixed-term home loan,
enabling our customers to tie, for the first time in Finland,
their whole home loan to a fixed interest rate for the entire
loan period, up to 25 years.



https://op-year2016.fi/en/op-business-segments/tuote-ja-palvelukehitys-testi
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Owner-customer benefits

@ Banking

Insurance

Wealth
management

e [Daily banking services 45% off
» |ong-term fixed rate home loan

e Most insurance policies 10% off

» Comprehensive motor vehicle
insurance with bonuses 18% off

* Home insurance deductible €0 in
certain damage/loss cases

Owner-custormers with a policy from three lines of
insurance are entitled to an insurance loyal custo-
mer bonus

e Subscription, redemption and switch
of units of almost all funds €0

e OP Investment Partner

OP bonuses

An owner-customer’s loans, savings, investments and insurance premiums generate OP bonuses
(0.25% of maonthly transactions) that are used to pay service charges and insurance bills.

In addition, numerous benefits from and discounts on OP Financial Group's products and services.
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Supporting corporate customers operating
fundamentals

The business sector plays a vital role in the Finnish economy and OP wants to be involved in
supporting the operating fundamentals of Finnish companies. Broad-based development of
corporate services forms an important part of development programmes that put OP’s new strategy
into practice.

OP provides its corporate customers with versatile banking », A variety of choices and options are involved in the
non-life insurance » and wealth management services > and establishment of a business and the various stages of growth.
health and wellbeing services. > Our services cover for OP provides support for all business stages.

example financing, payment transfers, cash management, risk
management, employee wellbeing and internationalisation.
We aim at creating total customer relationships on a long-
term basis, by tailoring solutions according to the customer’s
needs.

Services for companies for various life cycle stages

Starting a business Growth Internationalisation ~ Company acquisition/Family
business succession
Financing, payment Financin? for growth Offering tools for
transactions manage- potential/investments going global and Acquisition financing and post-
ment, insurance international business acquisition business adjustment
? Assistance in the implementation
4 @ of family business succession

.

Wellbeing (occupational healthcare) Management of finances Security



https://op-year2016.fi/en/op-business-segments/banking
https://op-year2016.fi/en/op-business-segments/non-life-insurance
https://op-year2016.fi/en/op-business-segments/wealth-management
https://op-year2016.fi/en/op-business-segments/non-life-insurance
https://op-year2016.fi/en/op-business-segments/banking
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In 2016, we launched a number of new services > for
corporate customers, including the digital services OP
Business mobile and Pivo Cashier helping entrepreneurs in
their daily routines. We also increased the availability of SME
funding by the agreements signed with the European
Investment Fund (EIF) and the Finnish government.

Support for international
operations from our Baltic
branches and broad-based
partner network

We support companies’ business in Finland and abroad
through our extensive range of international

services and a network of trusted partners. The Baltic
countries belong to OP's home market with branches in
Estonia, Latvia and Lithuania. Baltic Banking offers a
comprehensive range of banking services for corporate
customers. Non-life insurance services in the Baltic countries
are offered by Seesam Insurance owned by OP.

Alongside our own branches and representative offices, we
are providing international services in cooperation with our
global partner network. OP cooperates with foreign banks
which have established a firm foothold in their markets,
boast the best expertise in local business and banking and
have the best opportunities to provide corporate customers
with services meeting the market needs. This cooperation
ranges from payment transfers all the way to strategic
partnerships. In non-life insurance, OP cooperates with RSA,
a leading global non-life insurer operating in over 100
countries through its network.



https://op-year2016.fi/en/op-business-segments/banking
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Local impact of OP cooperative banks

A cooperative as a type of business organisation and the cooperative ideology add to continuity and
community spirit in OP's operating environment. OP is strongly committed to its customers and
operating environment. Thanks to our long-term knowledge of our local operating environment, we
can finance households and companies — even during challenging times. Financing of local
businesses is, indeed, one of the key prerequisites of regional prosperity in the long term. OP has a
local impact across Finland, as with its 440 or so branches, the Group's branch and service network

is the most extensive and has the best coverage.

Support to local communities

OP pursues its mission not only through its business role but
also through its social role. This means fostering the
livelihood and prosperity of the operating environment, for
instance, through support to non-profit organisations,
donations and sponsorship. OP cooperative banks can make
independent decisions to support local cultural life and the
physical education of children and young people provided by
local sports clubs, for instance.

In 2016, 30 cooperative banks offered a total of around 900
summer jobs to young people aged from 15 to 17 in local
non-profit organisations. As an example, to celebrate its
110th anniversary, OP Etela-Karjala offered a summer job
for 110 young people in some 60 associations at OP’s
expense. The bank's support to employers was 360 euros per
summer employee.

In October 2016, we announced large-scale donations to
Finnish universities. OP cooperative banks and the central

cooperative donate a total of 6.3 million euros to universities.

These donations to universities are our contribution to
safeguard the success of university-level education and
research and Finland as a whole.

OP also participates in the Taloustaito project, launched by
the President of the Republic, by donating the working time
of its experts to help young people who have trouble with
payments and debt. In 2016, 14 regional OP cooperative
banks took part in the Taloustaito project.

OP cooperative banks are major
employers and taxpayers

A large part of OP's economic impacts also involves indirect
impacts on local and regional economic vitality. For example,
OP is a major employer in many municipalities. At the end of
2016, OP employed 12,227 people (12,130). Of these, 93 per
cent (93) were in permanent employment, while 7 per cent
(7) had temporary contracts. A total of 11,787 employees
were based in Finland, 191 in Estonia, 113 in Latvia, 134 in
Lithuania and two in Russia. OP employed a total of 492
(483) summer employees and trainees during the year.

In several municipalities, OP cooperative banks are among
the largest taxpayers, and at Group level, OP is one of the
biggest taxpayers in Finland. OP Financial Group's current tax
for the financial year 2016 totalled 223 million (251) euros.

See our tax footprint. »

A pilot project involving three OP cooperative banks has been
initiated in order to study the regional impacts OP
cooperative banks have when playing their business and
social roles. The purpose of the project is to identify
measures enabling OP cooperative banks and their
stakeholders to hetter assess to what extent the bank’s
mission has been accomplished.

10
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Employing top professionals

OP Financial Group’s journey towards becoming a diversified services company as defined in our
strategy means a major change process also in terms of personnel. In HR matters, we focus on the
renewal and development of our competencies, management and corporate culture.

The industry disruption challenges the organisation’s ability
for self-renewal, tightening skill requirements in terms of
administration, management and personnel. Cooperation,
efficiency, renewal and excellent change management capacity
are at the core of management. OP’s culture is based on
strong values and the spirit of continuous renewal and
reform. Highly skilled and motivated employees are a success
factor, enabling OP to meet the challenges of the changing
operating environment and digitisation.

Diverse opportunities for
competence development

OP offers all employee groups a variety of ways to develop
their competencies. The basis for each employee’s individual
development is to understand OP’s strategy and how OP’s
strategic transformation will affect one’s own work and
competence needs.

Competence development involves the use of all applicable
learning methods and opportunities as part of the employee’s
work, either by providing new challenges and learning
opportunities in their present work or by offering versatile
career opportunities within the Group. New skills are learned
primarily through knowledge sharing and by deepening one’s
understanding through various interactive situations and
networks. In addition to these, OP invested approximately 7
million euros in local employee training sessions and in video
and online study solutions in 2016. The entire OP personnel
in Finland and abroad have annual performance and career
development reviews.

In order to develop the competencies of the members of the
cooperative banks' Boards of Directors and Supervisory
Boards, we have created comprehensive competence
development packages consisting of online courses and
training days. Board work and competence development
aims to help the members successfully perform their duties
in OP cooperative hanks' governance, thereby supporting the
renewal of the entire OP Financial Group.

Ensuring work ability with
personnel surveys and new
employee wellbeing practices

OP Financial Group has two types of organisation-wide
personnel surveys: an extensive Personnel Survey and a
more fast-paced Personnel Pulse. The Personnel Survey is
carried out every two years; the next survey will take place in
2017. The results of the 2015 Personnel Survey were good.
According to the survey, OP’s key success factors are
community spirit, value-based performance and customer
focus.

OP updated its operating models for employee wellbeing
management in 2016. The operating models of employee
wellbeing, occupational health care and occupational safety
practices will increasingly help in safeguarding each
employee’s work ability throughout their career.

OP is an attractive employer

In employer image surveys conducted by Universum in 2016,
OP was the most attractive financial-sector employer among
young professionals with a business education background.
All sectors included, OP improved its ranking from 6th to 5th
this year. In the corresponding survey among students, OP
rose from 6th to 4th place.

We have engaged in diverse cooperation with educational
institutions, including various projects, competitions and
student visits. OP Financial Group also builds its employer
image among various target groups by taking part in diverse
events and recruitment fairs. At the Slush event, we
announced our trainee programme (OP Kiitorata) designed
for students at an advanced stage in their studies leading to a
higher university degree.

11
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Number of personnel

15,000

12,000

13,290 12,856

12,356 12430 12,227

9,000

6,000

3,000

2012 2013

2014

2015

2016

Workforce by age group, %

13

38

29

20
@ Under 30 yrs ) 40-49 yrs

@ 30-39yrs @ Over 49 yrs
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Key figures and ratios

Q1-4/2016 Q1-4/2015 Change, %
Earnings before tax, € million 1,138 1,101 3.3
Banking 596 642 -7.3
Non-life Insurance 230 259 -111
Wealth Management 232 213 8.8
New OP bonuses accrued to owner-customers 208 197 53
31 Dec. 2016| 31 Dec. 2015 Change, %
CET1 ratio, % 201 19.5 0.6*
Return on economic capital, % ** 22.7 215 1.2*
Ratio of capital base to minimum amount of capital base (under the
Act on the Supervision of Financial and Insurance Conglomerates),
b *** 170 191 -21*
Ratio of impairment loss on receivables to loan and guarantee
portfolio, % 0.09 0.10 0.0*
Owner-customers (1,000) 1,747 1,491 17.2
Q1-4/2016 Q1-4/2015 Change, %
Number of employees 12,227 12,130 0.8
In permanent employment 10,609 10,606 0
Average age of employees 43.6 43.8 -0.5
Women in managerial duties, % 36 36 0

Comparatives deriving from the income statement are based on figures reported for the
corresponding period in 2015. Unless otherwise specified, balance sheet and other cross-sectional

figures on 31 December 2015 are used as comparatives.
* Change in ratio

** 12-month rolling, change in percentage

*** The FiCo ratio has been calculated under Solvency Il transitional provisions and the comparatives

have been adjusted.

13
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Highlights

Invest in Finland initiative brought many
new shareholders to listed Finnish
companies

In the #SijoitaSuomeen (Invest in Finland) initiative, OP
stopped charging transaction costs related to Finnish equities
listed on the Nasdag Helsinki and provided free access to
equity research information during the initiative. The
initiative ended in March 2016 and brought plenty of new
shareholders to listed Finnish companies, increased trading
activity considerably on the Nasdaqg Helsinki and increased
interest in professionally produced investor information.

EIF financing supports growth and
employment

In March, OP signed an agreement with the European
Investment Fund (EIF) for financing worth EUR 150 million to
spur SME innovations and growth. SMEs have shown great
interest in such financing and dozens of firms have already
made use of it. In October, OP filed an application for the
role of a financial intermediary related to the joint SME
initiative of the Finnish government, the EIB Group and the
European Commission. This agreement was signed in
January 2017 and it enables OP to provide financing also
worth EUR 150 million to SMEs employing less than 250
people.

Mobile beats online in banking

Mobile banking became the most popular banking channel as
the number of transactions in OP-mobile beat the number of
transactions in op.fi for the first time in March. On average,
OP-mobile had 11.4 million visits per month in 2016, while
op.fi had 10 million visits.

Mobile services at the core of
development

By launching contactless payment with Pivo, OP was the first
bank in Finland to enable contactless mobhile payment. OP
also introduced two services for corporate customers, Pivo
Cashier and OP Business mobile, as well as Pivo Junior
designed for children and young people.

Addition to the Family initiative supports
new life

In April, OP announced the #Perheenlisa (Addition to the
family) initiative which provides families with a baby with
products and services to ease the daily life of a new family,
including free-of-charge insurance and a loan repayment
holiday.

Towards a diversified services company

In June, the Supervisory Board of OP Financial Group's
central cooperative confirmed OP Financial Group's strategy
and Group-level strategic goals. OP aims to gradually change
from a plain financial services provider to a diversified
services company of the digital era with strong financial
services expertise. The strategy highlights customer
experience enhancement by digitising services and processes.

Excluding 60 high-carbon companies
from investments

In late 2015, OP announced its intention to exclude high-
carbon companies from active investments. As a result of its
analysis of high-carbon companies completed in July 2016,
OP excluded 60 companies from its investee companies. This
means that active, direct investments in OP's mutual funds
may no longer include equities or fixed-income instruments
of such companies.

Expansion in Health and Wellbein