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The estimated cost synergies are based on 25% fewer FTEs in Sydbank and 25%
fewer branches for both banks., We assume cost savings of DKKO0.8m per FTE and
DKK3m per branch. We do not view these assumptions as optimistic; on the contrary,
we would expect the banks to be able to harvest more cost synergies, for instance if
they decide to have only one head office.

Table 2. Synergies merging Jyske and Sydbank

2011 figures 25%/DKK0.8m /FTE
Costs synergies/FTEs Jyske Sydbank Total| Layoffs| Synergy
FTEs

Retail banks 3,294 1,933 5,227 -483 387
Markets operation 161 161 -40 32
Other business areas &8 58 -15 12
Head office 0 0
Total 3,294 2,162 5,446 -538 430
2011 figures DKK3m/branch
Costs synergies/branches Jyske Sydbank Total} Closure| Synergy
Branches

Denmark 108 102 210 -50 150
Foreign 5 3 8 ] 0
Total 113 105 218 -50 150

Source: Danske Markets estimates

Sydbank foundation needs to be takeninto account

Sydbarnk is the result of several mergers but with Sparekassen Sgnderjylland as the
continuing entity after the merger with this savings bank in 1990. The reason for this is
that the original foundation of Sparekassen Sgnderjylland needs to be paid out if this
entity is not going to be the continuing entity. This is also the reason why Sydbank
has DKK425m in locked-up reserves under its equity that needs to be paid out to a
charity foundation if Sydbank is acquired by another company. In other words, a
merger between Jyske and Sydbank needs to be with Sydbank as the continuing
entity or this locked-up reserve will need to be paid out. This is not a showstopper but
one of the reasons why we believe it will be a merger and not a takeover by Jyske.

We believe any merger between the two banks would take the form of a simple
exchange of shares where the shareholders of Jyske would own 60% of the combined
unit and Sydbank’s shareholders 40%, in line with current book values and market
caps. Both banks currently trade at around 0.8x NTA and normally trade within a
narrow range of each other, which favours a simple exchange.

Patential for branch closuresis large

Jyske and Sydbank currently have 211 branches spread across Denmark but with a
large representation in the south/western part of the country due to Sydbank’s strong

presence here.

With some 5.5m inhabitants in Denmark served by around 130 different banks from
1,400 branches, one might conclude that Denmark is rather over-banked. Many cities
have several banks and many very small cities still have the local bank just around
the corner. Given the increasing use of internet banking and not least the banks’
quest for cost-reducing initiatives, we expect the number of branches to fall further
over the coming years (the number of branches was around 2,000 in 2006 according
to the Danish bankers’ association).

Vricie

Equities

Sydbank foundation needs to be taken
into account

Table 3, Ownership new entity

Market cap Size
Jyske Bank 12,046 0.6x
Sydbank 7,499 0.4x

Source: FactSet, Danske Markets

www.danskemarketsequities.com
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