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SWEDBANK IN BRIEF

Swedbank is a digital bank with
physical meeting points

With over seven million private customers and 550 000 corporate customers,
Swedbank is the leading bank for the many households and businesses in our four
home markets: Sweden, Estonia, Latvia and Lithuania. We are active mainly in
lending, payments and savings. We are available 24 hours a day through our digital
channels and our customers can also meet us in any of our physical meeting points.

We empower the many
people and businesses to
create a better future. 1 . 9 BN
Digital customer
interactions

A financially sound and peryear

0
9 9

of our customers’
interactions
are digital

Simple, open and caring.

Digital channels Physical meeting points  Learn more about Swedbank
a
il | Onourwebsite
o ih ﬁ ﬂ ,.0..l )y ww.swedbank.com
. A ——
A
APP AND INTERNET BANK BRANCHES In our interim reports
Everyday banking services 159inSweden www.swedbank.com/ir
Sales 82in Baltic countries
Virtual assistants CONTACT CENTER . .
Telephone, email, chat, social media s Inourriskand capital
adequacy reports
FLEXIBLE MEETING PLACES www.swedbank.com/ir

Video meetings
Pop-up branches
Partners

COMPETENCE HUBS
Complex questions
Specialists
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THE YEAR IN BRIEF

The year in brief

A selection of key events.

10 January

Swedbank Robur adopts new climate strategy
and increases focus on climate change and
sustainability

The ambitionis that aggregate fund capital managed by

Swedbank Robur will align with the Paris Agreement’s
target by 2025 and will be carbon-neutral by 2040.

Swedbank Robur acts as Joint Lead

Manager on new bond to mitigate the
impact of Covid-19

The European Investment Bank (EIB) sought Swedbank’s

help to set up a new Sustainability Awareness Bond to fund
thefight against Covid-19.

Swedbank acts as structuring advisor to K2A
in the development of a new green equity
framework

Anew green equity framework makes K2A the first

company in the world that will be able to call its shares,
both currentand future, green.

Swedbank Robur’s climate report 2019

The climate report for 2019 shows that the overwhelming
majority of Swedbank Robur’s equity funds still outperform
their comparative indexes on carbon efficiency.

28 October

realise adream.

Swedbank Annual and Sustainability Report 2020

Read more on https://swedbank.com/about-swedbank/our-history

2 September

Swedbank acts as Joint Lead Manager for
Sweden’s first sovereign green bond

24 September

Swedbank Robur classifies several funds
as Paris Aligned

12 October

Swedbank Robur launches fund focused

on energy transition

Swedbank Robur’s Ravarufond was converted to a new
thematic fund focused on solar and wind power and energy
transition, Swedbank Robur Transision Energy.

13 November

Swedbank qualifies for the Dow Jones
Sustainability Index 2020

The Dow Jones Sustainability Index 2020, one of the
world’s most prestigious sustainability indexes, annually
ranks of the world’s most sustainable companies.

16 December

Bloomberg ranks 3 of Swedbank Robur’s
funds among Europe’s top 10

Bloomberg’slist of the strongest performing fundsin 2020
included three funds from Swedbank Robur: Ny Teknik
ranked number one among equity funds in Western Europe,
closely followed by Smabolag Sverige in second and
Smabolag Norden as tenth best.

Swedbank the savings bank idea celebrate 200 years

Everyone should have the opportunity to build up the finance resources for a better life
-that was theidea behind opening the very first Swedish savings bankin 1820. Since
then, the concept of the savings bank has been a guiding force for what came to be
Swedbank. Our history is not just a story about a bank; it is about Sweden too, and how
people have worked to efter att bygga upp sin ekonomito live their dreams and
manage on a daily basis. Today, 200 years later, the idea of financial security still guides
us. We want to be a bank where our customers always feel welcome, where they can
build up your finances, and where they can go when they want toinvestinanidea or
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THE YEAR IN BRIEF

Stable underlying profit in difficult times
¢ Higher lending volumes and lower resolution fee raised net interestincome

* Lower card income due to Covid-19 reduced net commission income

* Expenses weighed down by administrative fine and increased staff costs

e Higher credit impairments tied to the impact of Covid-19 and oil-related exposures
* Strong capitalisation and liquidity position

¢ Dividend of SEK 4.35 per share proposed for 2019 and SEK 2.90 per share for 2020

Financial information, SEKm 2020 2019
Totalincome 45676 45960
Netinterestincome 26853 25989
Net commission income 12770 12984
Net gains and losses on financial items 2655 3629
Otherincome! 3398 3358
Total expenses 24560 19984
of which adminstrative fine 4000
Profit before impairments 21116 25976
Impairment of intangible and tangible assets 2 87
Creditimpairment 4334 1469
Taxexpense 3851 4711
Profit for the year attributable to the shareholders 12929 19697
Earnings per share, SEK, after dilution 11.51 17.56
Returnon equity, % 8.9 147
Return on equity excl. administrative fine, % 114 147
Cost/incomeratio 0.54 0.43
C/Iratio excl.administrative fine 0.45 0.43
Common Equity Tier 1 capital ratio, % 175 17.0
Creditimpairmentratio, % 0.26 0.09

1) Otherincome includes the items Net insurance, Share of profit or loss of associates and joint ventures, and Other income from the Group income statement.

Sustainability information 2020 2019
Sustainable financing, SEK bn 23.7 15.8
of which Swedish Banking 2.8 1.5
of which Baltic Banking 3.2 0.6
of which LC&! 177 13.7

Asset management, Swedbank Robur

Engagement work, participation inannual general meetings 593 429

Engagement work, dialogues on governance and sustainability issues 948 645

Climate footprint from equity fund portfolios based on ownership interests
in the portfolio companies, total emissions, million tonnes CO,e 2.4 3.5

Climate impact

Direct climate impact, total emissions, million tonnes CO,e 0.01 0.03

Societal engagement

Financial literacy, number of presentations 2101 3797
Liquidity loans, Covid-19, SEK bn! 1

1) Offered to companies that want to apply for a government loan guarantee. The loan aims to help companies overcome short-term financial difficulties encountered
duetothe spread of Covid-19.

Swedbank AnnualandSustainability Report 2020
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CEO STATEMENT

A challenging and
anniversary year

Canyou describe 2020 for you and the bank?

2020 wasin Swedbank’s case a year of transition. We had thought
thatit would mainly be dominated by internal work to protect the
bank against money laundering and other financial crime. Now
when we look back we see that we have succeeded in managing
the pandemic and at the same time taken important steps to
strengthen our anti-money laundering work.

Thebank has adaptedin a way we had not thought possible.
More than half of employees at the head office are working from
home. Branch employees who cannot work remotely have done
everything they can to safely stay open for customers. Special
open hours forrisk groups, safety precautions at our branches,
and opportunities to talk to branch employees by phone and video
chat have enabled us to continue to provide animportant service
tosociety.

Swedbank is contributing to a financially sustainable society,
including by providing information on how our customers can
access government support. We are giving advice to peoplein
difficult situations - people who have lost their job or whose com-
pany haslostalarge share of itsrevenue. At the same time, there
are other companies that are greatly expanding with all the
challenges that presents.

We have managed to reach out to many people - digitally and
insocial media. We have helped those who have lost loved ones to
deal with the financial issues that arise. We have granted custo-
mers amortisation exemptions. We have helped them to rebalance
their portfolios when the markets have been turbulent. In short,
we have been there and given advice at a difficult time.

Inour corporate business, we have also given liquidity support
to companies. Firstly, we mainly provided support to large compa-
nies, but later we saw that decline and alarge part of these loans
was paid back. There simply has not been much desire toinvest
due to the uncertain outlook. And for that reason our loan port-
folio decreased during the year.

In this situation, we have also seen people choose to save more
intheiraccounts. Itisnatural given the situation that people
consume less and that the Riksbank injects liquidity into the finan-
cial system. Card transactions have gone down as customers have
chosen to change their spending behaviour in favour of staples.

Asregards digitisation, the pandemic has meant a fast-for-
ward. We have improved the functionsin our app andinternet
bank. For example, we relaunched the app for young customers
and created anew QR login for the internet bank. Security and the
bank’s ability to meet customersin new ways have alsoimproved.

Are you satisfied with how the business is going?
Fundamentally, we have an excellent business, even though it was
atoughyear. We have stableincomeinaturbulent time. Profiton
the otherhandis being weighed down by several factors. For
example, we allocated just over SEK 4 billion for expected credit
impairments, we were fined SEK 4 billion by the Swedish Financial
Supervisory Authority,and the return on equity was weighed down
because we were unable to pay adividendin the calendar year.
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eventful

In addition, our margins are being squeezed and competition
inthe mortgage marketis tightening. Thisisin addition to the
downward pressure oninterest rates and increased competition
incorporate lending, partly because the bond market is being
affected by the Riksbank’s asset buying program, which is genera-
ting alarge flow of capital that companies can take advantage of.

We are showing strengthin new sustainable fundinginstru-
ments. Itis gratifying to see Swedbank in the top three among
arranger of green, social and sustainability bonds, what we call
ESG bonds, inthe Nordic region. This is a growing business.

Banking is anindustry in rapid transition. What are the most
important strategic issues?

Themostimportant strategicissueis digitalisation. It affects our
entire business. Swedbank has historically been aleader in digitising.
Thisincludes ATMs, telephone banking, internet banking and our
successfulapp. But you can never rest on your laurels. The transition
continues with strong momentum. We are proud to call ourselves a
digital bank with a physical presence. Because evenif our customers
want todo moredigitally, they still want to meet us when it comes
toimportant decisions and events in their financial lives.

Another strategicissueis sustainability. Swedbank’s origin
is sustainability. When we started our business more than 200
yearsago, it was to make it possible for ordinary people to save.
Ourvisionisasociety thatis financially sound and sustainable.
And our purpose s to provide the many people and companies the
opportunity for abetter future. Here we have a large responsibi-
lity,and looking ahead | see the bank taking further steps during
the year on our sustainability journey.

Swedbank is active ina number of markets. | would like to high-
lighttwoareas that|seeascritical for us and our customers. We
must be even better at advising all our customers. Some of that
will be done digitally as well as through face-to-face meetings.
We must continue to fight for our strong positionin the mortgage
market. Our customers have anadvantage in that we are located
throughout Sweden, have been around for 200 years and are
afull-service bank.

Lastly, | would like to mention our outstanding fund manage-
ment company, Robur, whichin addition to being at the forefront of
the transition has delivered an above-average return and some of
itsfundsareinthe top tenin Europe.|amextremely proud of this.

Have you now resolved all the money laundering issues?

No, we will never stop working to prevent money laundering,
because thisis a crime that unfortunately will never stop. Cash
isslowly but surely disappearing, which means that all financial
flows will go via the financial system. Criminals will try to exploit
our platforms, because thatis where the money is stored and
transferred.

We had a tough yearin terms of both being clear about our
historical shortcomings and working to stay at the forefront
inthe fight against financial crime. The Clifford Chance report
showed that during the period 2007 to 2019 our internal gover-
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“The bank has
adapted in a way
we didn’t think
possible.”

Jens Henriksson,
President and CEO

nance and control were inadequate, due to which suspected
money launderers could have exploited the bank. We received a
fine from the Swedish FSA and a presept from the Estonian FSA.
We are still being investigated by US authorities. | dare say, how-
ever, that we are now at the beginning of the end of the work to
address the bank’s historical shortcomings.

Atthe same time, we are working feverishly to reduce the risk
of being exploited. We have worked with an action plan to address
the shortcomings as regards money laundering risks and internal
governance and control, as the authorities and our own investi-
gations have pointed out.

Governance and control are an issue where the bank has had
shortcomings. How are you as CEO working with this?
Governanceinalarge organisationis easy and hard at the same
time. You cannot underestimate the importance of governance.
It has tobe easy to understand, and it has to be transparent
and clear how it works. It also has to be obvious that everyone
involved in a decision-making forum can and should make their
arguments known when the decision is taken.

| have seen proof that internal governance and control at
Swedbank needs to be better after the FSA’sinvestigations, the
Clifford report and the bank’s corporate culture review. In my role
as CEQ of the bank, itis especially important that | practise what
I preach. The company’s management team holds weekly meetings
where members have a place because they are responsible for
important areas of operation. Everyone in management will share
information on their areas of responsibility, make their voices
heard and express their opinions. The best argument in the team
wins, but the CEQ makes all formal decisions. Clarity in responsibi-
lity,in other words.

CEO STATEMENT

If we look atit structurally, itis at the Group level that we
decide onnorms, principles, structure and policy. How activities
aredefacto carried outis decided locally.

You have evaluated the culture at Swedbank. What did you
conclude?

Thatitessentially is good. Employees feel proud to work at
Swedbank and our values point usin the right direction. Butitis
also obvious that there have been shortcomingsininternal gover-
nance and control, which the authorities pointed out, but also
shortcomings when it comes to taking responsibility and uncerta-
inty surrounding our desired position and how we will reachiit.
Now we are remedying that.

Talk about what you have done with the conclusions?
Afterthe culture review, the Group Executive Committee upda-
ted the vision, purpose, customer promise and values. Then we
asked all ouremployees for feedback after dialogues throughout
the bank. At that point, we realised that many of the conclusions
fromthereview were correct. Now we have a revised strategic
direction we are very proud of, with a clear connection to the bank
thatoriginated from the savings bank movement. We see that if
we make clearer what we have to do more of, it will also become
clearer what we have todo less of. In addition, we have worked
through our basic strategies for customers, digitisation and
leadership. | feel that we are well equipped to move forward now.

Swedbank Annual and Sustainability Report 2020
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CEO STATEMENT

Thereis anincreasing focus on sustainability issues and
the financial industry’s role. What is Swedbank doing in
the sustainability area?
We need to progress within the sustainability area. We have
decided toreduce our carbon dioxide emissions by 60 percent
by 2030. We as acompany have to make sure that we reach our
Climate targets and do thingsright. Work is underway to increase
the share of lending that goes to transforming the energy sector
inasustainable direction. Asregards ESG bonds issued in the
Nordic region we are, as mentioned, among top three of arrangers.
Robur was the first fund company during the year to launch
a Paris Aligned fund, which investsin companies whose goal is to
reduce their emissions by 7 per cent per year, in line with the Paris
Agreement. Nearly 60 per cent of revenues can be tied to the UN
Sustainable Development Goals in the companies that Robur’s
GlobalImpact fundinvestsin. Robur’s climate goals are ambitious
and total fund assets under management must align with the
Paris Agreement by 2025 and by 2040 must be carbon neutral.
That we were the only Nordic bank to qualify for the Dow Jones
Sustainability Index during the yearis a mark of quality and shows
that we are doing theright things. Thisis animportant milestone
forusatthe bank.

You have a master’s degree in electrical engineering. What is
your view of the bank’s digitisation?
Ithink that Swedbank in many ways is and has been aleader in
how we meet customers. Now we have launched a major program
toincrease stability in the bank’s IT environment. We are investing
inthis. At the same time, we have anumber of projects toincrease
security for,and the quality of, our customer data. Data will be
protected, but it canalso be used to personalise various products.
We are experts at managing assets. In the same way, our custo-
mers have tobe able totrust that we, ina secure way, can take
careof theirdata.

By andlarge everything we do comes from our values. We
understand thatitis essential to protect privacy. Itisanimportant
part of our work with sustainability.

Swedbank Annual and Sustainability Report 2020

Swedbank is celebrating 200 years this year. What does the
bank’s history mean to you as CEO?

It was unfortunate that we could not celebrate this in person with
everyonein the bank. Personally, | have a life-long history with
the bank. When | was born|was given a bank book in Torna, Bara
and Harjagers Harads Savingsbank with SEK 15 deposited onit.

It then continuedin mylocal savings bankin Lund where | was stu-
dent council chairmanin high school to when we bought our first
apartmentinHjorthagen in Stockholm and borrowed money from
Swedbank. When | studied abroad, | called and got help from the
telephone bank and later when working abroad I have been able to
take care of all my banking through the internet bank. And now

I have the opportunity to work with all these fantastic employees.
Itisanimportant jobthatlamextremely proud to have.

What to do you wish for looking ahead to 2021?
Tobegin with, | want to thank all our employees for their fantastic
performance. | also want to thank our owners and customers for
the continued confidence they have placed inus.In 2021, lwant
to preserve this. Swedbank is the bank for the many people and
companies. Now we are taking the best of our 200-year tradition,
based on ourrootsin the savings bank movement, and looking
ahead. We are strongly equipped for the future. With our focus on
the customer we will continue our journey!

lalso hope that the pandemic begins to ease, that vaccinations
are successfuland that we all can return toa more normal life.
Imagine going to arestaurant again with friends, hearing the
sounds of other guests and staying a little late. Going to a concert,
amuseum, the theatre orasporting event. Or having a work
meeting with colleagues around a table to solve a problematic
issue. That's what I look forward to.

Stockholm F/eya
Py

%

ry2021

Jéns Henriksson
President and CEO
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VALUE CREATION

Swedbank’s strategic direction

We empower the many people and businesses to create a better future. Our purpose
is firmly anchored in our 200-year heritage. Since the start of the savings banks
movement, we have believed in everyone’s opportunity to improve their financial
situation. We have the same purpose today, where we believe that by providing the
right advice, services and products to the many customers in our home markets
everyday, we will have a positive impact on their lives and on society. In 2020, we
reviewed our vision, our customer promise, our values, and our common foundation.

A financially sound and sustainable society

Our visionis based on a belief that Swedbank, with our large
customer base, can continue todrive and greatly impact our
society. We envision a society thatis sustainable from an environ-
mental, social, financial and ethical perspective. We believe that
asustainable bank with sustainable customers will contribute
toasustainable society.

We make your financial life easier

We promise our customers to advise themon their terms, help
them with sustainable decisions and make the difficult simple.
Our customers are key to our success, and we are there for them
throughout their lifetime.

Strategic direction

Open, Simple, Caring

Ourvalues are at the centre of our identity and the basis for our
culture. We are astraightforward, honest and reliable partner.
We are accessible and easy to understandin order to createan
uncomplicated banking experience. We are committed, helpful
and attentive to our customers’ needs.

Our foundation

Thekey building blocks are of greatimportance to deliver on our
purpose, vision and customer promise. We always have toensure
that we offeran attractive workplace for employees witha
culture based oninclusion and accountability. We have tobe an
efficient, profitable and compliant bank and financial services
platform. Itis also fundamental that we have a standardised,
scalableand stableinfrastructure.

We empower the many people and businesses to create a better future

Our vision

Together, we make your
financial life easier

Our customer

promise

Our values

Together,
we create:

Our foundation

A financially sound and sustainable society

By providing guidance on your terms
By helping you to be sustainable

By supporting youin a proactive way
By making the difficult simple

Caring

An attractive workplace for employees with a culture based
oninclusion and accountability

An efficient, profitable and compliant bank and financial
services platform

Astandardised, scalable and stable infrastructure

Swedbank Annual and Sustainability Report 2020
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VALUE CREATION

Sustainable value creation for our
customers, owners and society

We focus on sustainable value creation for our stakeholders and therefore aim
for competitive return on invested capital and market leading cost efficiency with
sound risk management and an excellent customer experience, in combination

with a strong commitment to sustainability.

Competitive return on invested capital and market leading
cost efficiency

Shareholder valueis created through predictable, long-term,
profitable growth and efficiency. We value consistent profitability
over fast growth, since it creates stability and predictability for
our customers and owners as well as society. Therefore, we do not
follow short-term market trends and instead price our products
based onrisk and capital requirements. A strong financial perfor-
manceis further upheld by a market leading cost efficiency.
Itallows us to continuously invest in our products and channels
and offer competitive prices to our customers.

Sound risk management

Astrong and sound risk management in our operations is the basis
for building trust and our long-term survival. It allows us to
finance our operations through deposits from the public and fun-
ding from the capital market in order tolend money to households
and businesses at competitive prices, evenduring difficult eco-
nomic times. It further enables us to take informed and sound
decisions balancing risks, return and market shares. With the
transition towards digital solutions we also target high stability,
availability and information security in all our systems to secure
long-term customer relationships and trust.

An easier financial life for our customers

Customer valueis created by servicing our customers with pro-
active, timely and relevant offerings based on our customers’
needs in our customers’ preferred channel. We focus on having
astableinfrastructure and solid digital performance to enable
accessibility to products and services when and where needed.
Delivering high value towards our customers s a precondition to
sustainable profitability and our customers’ choice of Swedbank
asatrusted partner for their financial growth.

Strong commitment to sustainability

Swedbank’s strong commitment to sustainability is fundamental
toour business. We support the green transitionin society by
minimising our own carbon footprint and through ourinvest-
ments, financing activities and services to our customers. We
maintain a high engagementinour society and communities and
take responsibility for our structural importance in the financial
system by maintaining a strong financial position, robust asset
quality and strong capitalisation.

New risk policy and risk appetite policy

Taking and managingrisk in a conscious and controlled man-
ner is fundamental to our business model and value crea-
tion. Our view of risk and risk management is anchoredin
our values and strategy with an aim toward our financial
targets, such as the ROE target, cost target, stable earnings
and strong capitalisation. Risk management is not a sepa-
rateactivity;itis part of everything wedo. Itisbasedona
generic process in whichrisk identification, risk assessment,
risk mitigation, monitoring and reporting are important
steps that will be strengthened through risk-based financial
management and incentives.

The Board of Directorsis ultimately responsible for and
oversees risk management through its Enterprise Risk
Management (ERM) Policy and Risk Appetite Statement

Swedbank Annual and Sustainability Report 2020

Palicy, which have recently been extensively revised. The
link between the bank’s overarching strategy, risk strategy
and day-to-day risk management has strengthened. Roles
and responsibilities have been clarified with a greater emp-
hasis ontheimportance of a strongrisk structure. Each
business unit owns and is responsible for the risks its opera-
tions give rise to. Sound risk management is characterised
by anattention to detail, proactivity and compliance.
Swedbank has a low risk appetite and has builtits busi-
nesson long-term relationships with customersin our four
home markets. Risk is classified by type, including credit risk,
market risk and operational risk; each risk type has specific
rules as well as a qualitative and/or quantified risk appetite.
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Enhanced
strategic focus

We have identified four strategic focus areas across
the group on which we focus our efforts:

Customer value creation

Swedbank is arelationship-driven bank with a com-
petitive advantagein being adigital bank witha
physical presence and an ability to create value for
customers based on their needs. Success has been
built on long-termrelationships and an offering that
allows customers to entrust their whole financial
situation with Swedbank. It isimportant to remain
anattractive choice for the many customers and
ensure that Swedbank delivers on their expecta-
tions and remains areliable partner throughout
theirlives. Thisis achieved through a strategic focus
on customer relationships and experience with a
customer-centric mindset. The focus will be on
delivering an “easier financial life” in line with the
customer promise, with focus on proactivity, advice,
sustainability and simplicity.

Core business

Swedbank will focus on growing the strong and
profitable core businessin Latvia, Estonia,
Lithuania and Sweden, our home markets. Swed-
bank primarily serves the many private customers
and small to medium-sized corporates as well as

a selected number of large companies within our
core product segments: lending, financing,
savings, insurance and daily banking. Partnerships
and collaborations will be leveraged to address
customer needs and the savings banks will remain
ourmostimportant partner. Further, sustain-
ability isanimportant part of Swedbank’s core and
Swedbank will continue to take lead in the sustain-
ability transformation.

VALUE CREATION

Operational efficiency

Our focusis toreduce complexity, standardise pro-
ductsand offerings and increase efficiency in pro-
cessesand the ways we work in order to simplify for
our customers and realise the value of our invest-
ments and resources. New technology and automa-
tionisakey lever to enable further efficiencies and
release capacity for the most value-adding tasks.
This will allow for Swedbank to profitably serve the
many, leverage economies of scale, continue to meet
the expectations of our customers and keep up with
competition.

Fundamentals

Toenable Swedbank’s strong and profitable core
business, the foundation on which the bank stands
must be stable and resilient to ensure long-term
shareholder value. Itis strategically important
therefore to focus on the fundamentalsrelating to
regulatory compliance, internal governance and
controls, stable and resilient technological infra-
structure and being an attractive workplace witha
culture based oninclusion and accountability. These
areas are critical to ensure Swedbank’s license to
operate, sound risk management, customer trust
and satisfaction,employee engagement and cost
efficiency, but they arealso central to further trans-
formationin other strategic areas.

Swedbank Annual and Sustainability Report 2020
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BUSINESS MODEL

A business model for a financially
sound and sustainable society

Swedbank offers its customers secure and effective solutions to manage their sav-
ings and at the same time meet their financing needs. With the overarching goal of
a financially sound and sustainable society, we give the many people and businesses

the opportunity for a better future.

Animportant part of society

As part of the financial system, Swedbank plays animportant role

in society. By promoting savings and lending money to house-

holds and businesses, we contribute to our customers’ financial

security and support the national economy. Our business is

affected by a number of factors, the mostimportant of which are:

¢ Customer behaviour - Customers areincreasingly choosing to
bank digitally. At the same time, many still seek personal assis-
tance for more complexissues. Our aimis to make all day-to-day
banking digital, but still offer personal help at our physical
meeting places.

e Competition - Our competition consists of traditional banks as
well as new firms. To stay relevant for our customers, we must
continuously improve our offerings inamong other ways by ana-
lysing our large customer base to design more tailored services
and products forexample.

* Macroeconomic development - Asanintegral part of the
economy, we are dependent on economic development globally
andlocally. To stay competitive and relevant, we must be able to
quickly adapt to changing market conditions.

¢ Regulation - The banking sectoris subject to a number of
regulations, which are designed to among other things increase
financial stability and improve customers position. This affects
the competitive landscape and how we price our products.

¢ Financial crime - Banks are often being targeted by financial
criminals. Toincrease security for our customers we therefore
have to continuously improve our processes and routines. Our
aimistostrive forinternational best practices.

Net interestincome is our largest income source

Swedbank’s mainincome sourceis interest income from lending.
The lending is financed through deposits from businesses and pri-
vate customers and through funding from the capital market. Net
interestincomeis the difference betweeninterestincome and
interest expenses on deposits and funding.

Tomaintain alow risk level, we have to correctly understand
and price our lending. The margin we earn must therefore be high
enough to cover creditimpairments for borrowers who cannot
pay theirinterest oramortise their loans. The margin must also
cover expenses and provide a return on shareholders’ equity.

Itisimportant forus thatthe money we lend contributes to
sustainable development, and as a bank we play animportant role
inthe transition toa sustainable society.

Netinterestincome and creditimpairments are both strongly
tied to economic development, and to survive difficult economic
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times and continue to support our customers we maintain capital
reserves for unforeseen losses. The size of this capital, which
largely consists of shareholders’ invested capital, is determined by
various regulations and depends in part on how risky our assets
are considered to be.

Funds and cards are important to net commissionincome
Net commissionincome is our second largestincome source and is
comprised of fees on products and services such as asset manage-
ment and cards. Our asset management company, Robur, managed
approximately SEK 1 220bn at year-end. Income from asset man-
agementis generated fromafee onassets under managementand
istherefore affectedin part by the stock market’s performance.
Demand for sustainableinvestmentsisincreasing and today we
offer various forms of sustainable savings. For example, the
Access Edge funds were classified as Paris Aligned in 2020, which
means that they are managed inline with the Paris Agreement.

Card fees account for the large share of payment income, and
ourincome is generated from customers who use our cards to
make purchases and from stores and restaurants that use our
terminals. The income consists of annual fees, but is also based
ontransaction volume.

Personnel and IT are our largest operating expenses
Swedbank’s largest expense is salaries. T and properties and
rentsarealsoalarge expense, since we have a distribution net-
work inthe form of both digital channels and physical meeting
places. Swedbank s also a major taxpayer in the markets where
we operate.

Credit impairments vary over time

Swedbank’s credit impairments are normally low, since we have
long maintained low risk-taking. In 2020, however, they were the
highest in the last decade due to the pandemic. Credit impair-
ments are recognised in accordance with IFRS 9, whichis based on
anassessment of expected future creditimpairments. This means
that the provisions for expected creditimpairments can change
either up or down over time, depending on how the future outlook
changes. Although the outlook improved in the latter part of
2020, Swedbank made the determination that the uncertainty
surrounding the economic recovery is still so high that it would be
inappropriate to reduce the provisions for a macroeconomic slow-
down allocated in the first part of 2020.
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Simplified income statement,
SEKm

+ Ourincome

Netinterestincome (interestincome - interest

expenses) 26853
Lending generatesinterestincome and interest expensesare incurred for
depositsand the bank’s funding.

Net commissionincome 12770
Fees charged for services such as card usage, payments and asset
management.

Net gains and losses on financial items 2655

Result of the market valuation of assets held by the bank. Also arises
throughtradingin financialinstruments by customers and the bankitself
andas aresult of valuation effects.

Otherincome 3398

Share of result from associated companies, services sold to savings banks
and netinsurance.

Totalincome 45676

- Our expenses

-Staff costs 11873
As customers’ needs change, we have to continue to develop relevant
servicesand provide professional advice. We also have to ensure that we
meet bothinternal and external compliance requirements. For this we are
dependentonattracting and developing people with theright skills.

- Other expenses 8687
Arelevant customer offer generates development, production and
distribution expenses, which together comprise other expenses.

- Administrative fine 4000

InMarch, the Swedish FSAimposed an administrative fine on Swedbank
against the backdrop of the shortcomingsin anti-AML work as well asin
governance and control. The sanctionis not tax deductible.

Total expenses 24560

= Profit before impairment 21116

-Impairments 4334
Creditimpairments are natural for abank as all lending carries arisk.
Provisions for expected credit losses are estimated using a 3-stage model

andreflect changesin credit risk or macroeconomic variables.

- Tax 3851
Swedbank is one of the biggest corporate taxpayers in Sweden. Together
with the country’s other banks, we account forabout 10 per cent of total
corporateincome tax collected.

12929

= Our profit attributable to shareholders

Earnings distribution

Swedbank’s dividend policy is to distribute 50 per cent of profit to share-
holders, who demand a competitive return on the capital they invest. The
remaining 50 per cent is used to weather economic slowdowns in difficult
timesandtofinanceinvestmentsinincreased customer value and growth.

Dividend according to policy —

> Equity

BUSINESS MODEL

Simplified balance sheet,
SEKm

Our assets

Cash, treasury bills and bonds 490977
Swedbank maintains aliquidity bufferin the form of cash and liquid
securities tomeetits commitmentsevenif access tofundingis closed for
anextended period.

Loans to the public 1680987
About half of Swedbank’s lending to the public consists of mortgagesin
Sweden. Swedbank is one of the largest lenders to private and corporate
customersinits four home markets.

Loans to creditinstitutions 47954
Swedbank also offers lending and deposits to other banks and credit insti-
tutions.

Derivatives 52177
To protect the bankand its customers against unwanted movementsin
interest or exchange rates, for example, the bank uses and offers various
types of derivatives, which are reported on both the asset and liability sides
of the balance sheet.

Other assets 322547

Total assets 2594642

Our liabilities and equity

Deposits and borrowings from the public 1148240
Customer deposits fund a significant share of lending. Swedbank
hasalarge, stable base of deposits.

Debt securitiesinissue 733814
Lending not funded with depositsis funded through the capital markets.
Swedbank’s market funding is almost exclusively long-term and mainly
consistsof covered bonds.

Derivatives 54380

See comment under assets above.

Other liabilities 504015
155193

Equity ensures that the bank can operate well even under unfavourable
conditions.

Total liabilities and equity 2594642

For more detailed information on Swedbank’s income statement
and balance sheet, see pages 58 and 60.

Swedbank Annual and Sustainability Report 2020
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GOALS AND RESULTS

Focus on sustainable value creation
for customers, employees, owners
and society

Swedbank’s strong commitment to sustainability is fundamental to our business.
We are now integrating a sustainability perspective as a natural element in every-
thing we do, because we believe that sustainability is profitable in the long term
for customers, employees, owners and society as a whole. Our ambition is to

be a leading bank in sustainability.

Swedbank has signed and is actively committed to the UN Princi- were launched during the year, where management and analysis
ples for Responsible Banking. The bank wants to contribute to the are based on the EU Sustainable Finance climate benchmark.

UN Sustainable Development Goals and the Paris Agreement. Injuly 2020, Swedbank adopted a new climate target to

As part of this, Swedbank Robur has set a goal that by 2025 its reduce GHG emissions by 60 percent from 2019to0 2030.1n 2021,
aggregate fund capital will align with the Paris Agreement’s the bank’s goalis to develop climate targets for the real estate

target tolimit global warming to 1.5°Cand by 2040 will be placed sectoraligned with the Paris Agreement.
incarbon-neutralinvestments. Anumber of Paris Aligned funds

P Reduce the bank’s climate impact =
y goal: ©

Why? Swedbank sees that climate change is one GHG emissions
of the greatest challenges of our time for society. ton CO,e
Givenour history, our purpose and our vision, we 30 000
alre de.termlnedtlo enableacllmatetransﬁlgn in 23 888 SN
line with the Paris Agreement and to contribute 15005 N
tomeeting the UN Sustainable Development 10000 o~
Goals (SDGs)in Agenda 2030. This dual commit- 5000
ment will guide our work and our impact towards 018 015 050
2030 and onwards.

== Result  «=Target 2030

Dow Jones Sustainabillity Index Score Result:
1 * Swedbankdemonstratesa good development towards

achieving the Group's climate target of direct emission
reductions. During the years 2019-2020, the bank has
reduced emissions by 53 percent, which canlargely be
explained by thereductionin the number of flights as
aresult of the global pandemic.

80

60

40

* The carbonfootprint of Swedbank Robur’s funds has
decreased by 60 percent since 2018. Thereductionisa
result of ambitious time-bound climate targets, anew

16 17 18 19 20" climate strategy and systematic work in fund management.

gooetbanivasineicedinebiS e pilyced202l « Included in Dow Jones Sustainability Index with the result
93 out of 100inthe Environmental Dimension category.

20
0
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GOALS AND RESULTS

Employee
goal:

Increased employee engagement =4 I =

id L o

Why? Engaged and proud employees contribute to
asuccessful business and satisfied customers. This
requires that they have an opportunity to develop, feel
that they have aninfluence, contribute to the bank’s
purpose and goals, and are proud of Swedbank as an
employer. Sustainable staffing is fundamental for Swed-
bank to continue to offer products and services of high
guality. We work continuously to develop and monitor

theseareas. Overall, Swedbank’s digital
serviceshad a
Recommendationindex o
50 Y o
40 - mgm -
30 availability in Sweden and
20
10
02018 2019 2020 99 66 O/
° (o)
Result: The willingnesstorecommend Swedbank in the Ba|tics during 2020

asanemployer, the so-called eNPS score, further
improved during the year.

Increased customer value il b g:,‘:,tfme'
“w g CO

Why? Customer value, along with Customer satisfaction, private customers

customer satisfaction, trustand 163

apositive brand image, explains 80

why customers choose our prod- 60—

uctsand services. High customer = -

value, with focus on proactivity, 2 2010

advice, sustainability and simplic- q 2020

ity is a precondition for sustaina- I L S

ble value creation and profitability.

We track customer value through Result: InSweden,customer satisfaction is mainly measured

our own and public surveys to through the NKIsurvey. Satisfaction among private customers was

unchangedin 2020 at 63 and decreased slightly among corporate
customers. In the Baltic countries, customer satisfactionis mainly
measured since 2018 through the CSIsurvey, whichis similar to the
Swedish survey. Compared with 2019, satisfaction increased among
private customersin Estoniaand was unchangedin Lithuania.

measure satisfaction,among
other things.

Swedbank Annual and Sustainability Report 2020
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GOALS AND RESULTS

Financial
goal:

Digital interactions increase

Banksin Sweden and internationally
areliving under intense pressure to change.
Digital contact with our customersis greatly
increasing in terms of both scope and impor-
tance. Toremainrelevant for our customers
and stay competitive with established rivals
as well as startups, Swedbank continues to
invest in personalised and sustainable solu-
tions. Modern, innovative ways of working
with a strong focus on new technology and
availability will enable us to meet our cus-
tomerson their termsin the future.

Solid capitalisation

Why? Swedbank’s capitalisation will ensure
that the bank can withstand a difficult times.
The CEO has therefore proposed a buffer of 1-3
percentage points relative to the regulators’

1500 i — —

1000—  — —

DECENTWORK AND
ECONOMIC GROWTH

NDUSTRY, WNOVATION 0]
ANDINFRASTRUCTURE CONSUMPTION

o

Digital customer interactions, million
2000

500— — —

0

16 17 18 19 20

The number of digital interactions

between Swedbank and our customers continued
toincrease during the year to a total of 1.9 billion.

Swedbank’s Common Equity Tier 1
capital ratio, %

20

requirement. Strong capitalisationis also neces- 15
sary to guarantee access to competitive capital 10
market funding. Regulators’ capital require- 5
ments are continuously becoming stricter, but

0
Swedbank’s profitability and solid capitalisation 2018 2019 2020

position it well to meet future changes. BCET1capitalratio MIRequirement

Creditimpairment ratio, % Result: The Common Equity Tier 1 capital ratio as of
31 December 2020 was 17.5 per cent (17.0). This com-
030 pares with a total Common Equity Tier 1 capital require-
025 y) ment of 12.4 per cent. Due to the Covid-19 contagionand
020 / thestrainithas put onsociety, the Swedish FSA decided
' / during the year toreduce the countercyclical buffer,

015 / which lowered the capital requirements.
0.10

0.05 %L

0.00

16 17 18 19 20
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Financial
goal:

Market-leading cost efficiency

Why? Digitisationisincreasing competitionand trans-
parency in parts of the banking sector while banking
products and services are becoming more standardised.
Asaresult, the price of our services is becoming more
important. To remain competitivein thelong term
requires continuous improvements to cost efficiency and
internal processes, which create opportunities toinvest
inincreased customer value.

Swedbank’s cost/income ratio compared
withindustry average

[ Swedbank
M industry average

2018 2019 2020

Result: Costsrosein2020toSEK 20.5bn (19.9), adjusted for
the Swedish FSA's administrative fine, mainly due to higher
staffand IT costs. Staff costsincreased due to a higher num-
ber of employees, annual salary increases and higher pension
costs. Theincreasein the number of employees has mainly
beenintheareaof AML, butalsoinIT. Swedbank’s C/Iratioin
2020 was0.54(0.43). The average for the three other major
banksin Sweden - Nordea, SEB and Handelsbanken - was 0.51.
The goalin 2021 and 2022 withregard to costs is SEK 20.5bn
excluding money laundering-related investigative costs.

Return on equity of at least 15 per cent

Why? Swedbank’s shareholders
demand a competitive returnon

Return on equity, %

GOALS AND RESULTS

Costgoal 2021 and 2022

25000

20000
15000
10000

5000

0
20 21 22

M Costs MAMLinvestigation costs Administrative fine

Underlying costsincreasedin 2020 due tointense efforts to
better protect the bank against money laundering and other
financial crime, but also because we continued toinvestin|T
development.In2021 and 2022, underlying costs will continue
torise, partly because werecruited around 1 000 new employees
in 2020 and partly because we continue toinvestin combatting
financial crime and improving stability and security in our

IT systems. Our goalis that underlying costs will not exceed
SEK20.5bnin 2021 or 2022.In addition to the underlying costs,
there are costs for money laundering-related investigations,
which are hard to estimate, but our hope is that they will not
exceed SEK500m peryearin 2021 and 2022.

Financial
goal:

the capital they invest. At the 1?
same time, the bank has to be prof- 12
itable to stay competitivein the El
long term and create investment 6
opportunities. We also have to 3
ensure that the bank can with- 2018
stand periods of major economic B Result

stress, whichis largely determined
by our earning capacity, risk level

2020

Resultexcl.administrative fine == Target

and capitalisation.

Result: Thereturnonequity was 8.9 percent(14.7)
during the year. Excluding the administrative fine, the
return on equity was 11.4 per cent, compared with the
targetof 15 per cent.

Swedbank Annual and Sustainability Report 2020
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SUSTAINABILITY

Sustainability: A theme for our time

This year Swedbank can look back at 200 years of sustainability work. The idea to
make it possible for everyone to open a bank account and begin saving marked the
start of the savings banks and eventually Swedbank. Educating both private and
corporate customers on building a stable financial situation has been a consistent

theme in the bank’s operations since 1820.

Society is facing major challenges that demand change. Climate
change, digitisation and most recently, the pandemic have under-
scored theimportance of adapting and transitioning to a new
reality. Our sustainability work is designed with this in mind and
itisanatural part of the entire bank’s operations aiming to create
abetter future for customers, employees, owners and society. For
this to happen, the bank must develop in theright direction and
guide customers to make sound and sustainable choices, to offer
productsand services that elevate the transition toa society that
addresses economic, social and environmental concerns. Swed-
bank also adds an ethical perspective, where policies, frameworks
and position statements areimportant parts of the bank’s work.

Interest in sustainability is growing around the world and
among the bank’s stakehalders, which raise the demand for open-
nessand transparency. Future regulations and new laws are also
contributing to a greater sustainability focus in the financial sec-
tor. The UN’s Sustainable Development Goals and Principles for
Responsible Banking help guide the efforts to achieve the bank’s
vision a financially sound and sustainable society.

Responsible commitments

Swedbank undertook with the signing of the UN’s Principles for
Responsible Banking to develop the bank’s operationsinaccord-
ance with Paris Agreement and the UN Sustainable Development
Goals. This has during the year evolved to an operational phase,
where the principles are implemented. They require among other
things animpact analysis of the bank’s entire operations, which
has therefore been performed toidentify and present the bank’s
impacts on the environment.

Through their operations, banks and other financial institu-
tions have a major opportunity to contribute to the necessary
changes by financing the investments needed to meet the Paris
Agreement’s targets and the Sustainable Development Goals.

The EU is developing common rules on sustainability in the
financial sector, part of whichis ataxonomy to classify which
investments are environmentally sustainable and which are not.
The taxonomy will provide common guidelines on which invest-
ments will be beneficial for customers and investors alike. It will
facilitate the identification and comparison of the investments
required to achieve a sustainable economy and, thereby, benefit
the bank’s stakeholders.

The commonrules create greater transparency and knowledge
about the bank’s operations in general, and is something Swed-
bank supports. GDPR, MiFID and PSDZ2 are other examples of rules
that set concrete requirements for corporate openness and
accounting.

Swedbank Annual and Sustainability Report 2020

Risk management for a sustainable development
Sustainability risks as described in the risk management frame-
work, rise due to aninability toidentify and manage environmen-
tal, social or governance related aspects that, if they were to
occur, would have a significant economic impact and/or a signifi-
cantimpact onthe Group’s brand and reputation. Sustainability
risk also affects several other types of risks, mainly compliance,
credit, operational and strategic risk.

Managing sustainability risks responsibly isimportant to
Swedbank and for maintaining trustin the brand. At Swedbank,
risk management and sustainability are integrated in the busi-
ness,and the framework for risk and governance provides support
to manage sustainability risks.

Swedbankis working on several fronts toidentify and manage
sustainability risks, especially climate related risks that the bank
may be exposed to throughits credit portfolioand products. Inthe
future, climate change s likely to cause more frequent and more
serious weather events such as floods, droughts and storms,
which could pose a potential risk to the bank’s credit portfolio.
Over time, physical assets are also likely to be exposed to greater
risk due to changing weather patterns, which could potentially
impact credit risk in sectors such as property management, agri-
cultureand forestry. Inthe transition to a climate neutral society,
political actions such as the introduction of carbon taxes, or tech-
nological progress such as new production processes, will affect
usand our customers, giving rise to transitionrisks. Changesin
laws and regulations, and social activism against unsustainable
business models could alsoimpact the bank’s reputation and
become a potential risk.

Sustainability risk assessmentisintegrated in existing pro-
cesses such as the New Product Approval Process and the credit
process, where corporate loans require a sustainability analysis.

Financing a sustainable society

Lendingis the bank’s core business, i.e. financing investments by
private customers and businesses. For this core to remain sound
long-term, and the bank successful, responsible lending is a key.
Inrecent years, interest hasincreased in sustainable choices,

and here the bank supportsits customers by offering sustainable
financial and investment solutions, advice and analysis. Doing
business more sustainably creates value-added for the individual
customer, the company and saciety, and is the foundation for sus-
tainable financial value creation. A big responsibility rests on the
bank’s employees, who perform the sustainability assessments.
Itisimportant toknow the customer, their business, its future
prospects and theimpact on society. Swedbank conducts a more
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Historical background

1820 1980 1998 2003 2013

SUSTAINABILITY

Thefirstethical
fundislaunched

environmental
certification

Swedbankis the first
listed Nordic bank to
receive SO 14001

The first
savings bank
isestablished
inSweden

Swedbank acquires
holdinginHansabank
intheBaltic
countries

The Group's first
sustainability report
accordingtoGRIG4 is
published

comprehensive sustainability analysis based on social and envi-
ronmental aspects when the credit limit exceeds SEK 8min Swe-
denand EUR 0.8min the Baltic countries. The analysis raises sus-
tainability related issues such as humanrights, the environment
and climate, taxes and corruption. Swedbank also has Group-level
policies, instructions and sector guidelines when it comes to prin-
ciplesand guidance. Swedbank updated its strategic directionin
2020and placed sustainability at the core of the business strat-
egy.Asaconsequence of the updated business strategy, the bank
has decided not to grant new financing for the prospecting of new
oiland gas fields or for unconventional extraction of fossil fuels.
Inaddition, the bank has also decided not to directly finance coal-
fired power plants or companies that derive more than 5 percent of
their revenue from coal production. In the event an ethical dilemma
arises, e.g.related to the bank’s sustainability framework, Swed-
bank’s ethics committee will provide further recommendations.
Swedbank encourages sustainable business models and
strives to offer financing products and services that contribute
tothetransition toamore sustainable society. During the year,
a green lending offer was developed for private and corporate
customers of Baltic Banking. Loans for solar panels, green car
loans and green mortgages are now available to private custom-
ersinall of Swedbank’s home markets.

The goal toreduce
carbon emissions by
50percentfrom2010
isachieved

Firstgreen
bondisissued

2014 2015 2016 2017 2018 2019 2020
The sustainability Exclusion of Thesustainable Launch of funds aliened
reportisintegrated companies that equity fund with the Paris 8
withtheannual report generate over 30 per Swedbank Agreement
centof theirrevenue Robur Global 8
from coal production Impactis Exclusion of companies
launched that generate over 5 per
centof theirrevenue
from coal production.

Signed the UN
Principles for
Responsible
Banking

Since 2017, Swedbank hasissued green bond and, can thereby
target and support financing for sectors that are transitioning to
amore sustainable society. Swedbank Debt Capital Markets also
provides advice on green, social and sustainability bonds. This
benefitsissuersin search of greenfinancing, e.g. companies and
municipalities, as well asinvestors who are seeking sustainable
investments e.g. insurance companies and pension managers.

Sustainable investments

Sustainability isalsointegratedin theinvestments the bank
makes and in the products and services we offer. The commitment
toandinterestin sustainability are increasing, and sois demand
for sustainable savings.

Swedbank’s subsidiary Swedbank Robur is one of the leading
asset managersin the Nordic region, with a vision to be a world
leader in sustainable value creation. During the year, its funds
have had holdingsin around 3 000 companies inand outside
Sweden. Thisrepresents a big responsibility and at the same time
anopportunity toimpact and drive development forward. An
important part of the fund management company’s work to pro-
mote sustainable companiesis active ownership by participating
innomination committees and voting at annual meetings.

Swedbank Annual and Sustainability Report 2020
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SUSTAINABILITY

One way to work with sustainability, in addition to advocacy
work with the companies, is tojoin various initiatives. Swedbank
Robur hasissued a number of public statements and supports sev-
eralinitiatives, such as the Principles for Responsible Investment
(PRI), the International Corporate Governance Network (ICGN)
and TCFD.

Swedbank Robur has adopted two climate targets, presented
on page 12, and will continue to collaborate with other investors
inencouraging companies and issuers to transition to sustainable
solutions through networks such as Climate Action 100+, Green
Bond Principles and International Investors Group on Climate
Change. Inaddition, Swedbank Robur has joined the Net-zero
asset manager initiative, acommitment to achieve carbon dioxide
neutrality inasset management by 2050 throughits own strate-
gies and by influencing companies in which its funds invest.

The development of Swedbank Robur’s responsible invest-
ment policy has continued. It serves as the basis for the sustain-
ability work of all of the company’s funds and today is an integral
part of their management. During the year, a number of innova-
tive and sustainable funds were launched as part of the Access
Edge fund family as well as the Transition Energy fund. Five of
Swedbank Robur’s funds satisfy the Nordic Swan’s eco-label crite-
ria, which means they meet stringent sustainability requirements
and exclude fossil fuels.

Focus on climate change

Climate change is a major societal challenge affecting every com-
pany, thoughtovarying degrees. The financial sector has a big
responsibility to redirect capital flows to achieve a more sustain-
able economy, to help companies make the necessary climate
adjustments. Through its own operations, Swedbank has both a
directand indirectimpact, i.e. directly throughits own operations
-mostly travel and heating of premises - and indirectly through
its product and service offerings.

Itisimportant for Swedbank to channel capital to sustainable
investments and promote creative solutions that can meet
society’s challenges, as well as tointegrate sustainability inits
risk assessment processesinastructured way. Progress was
made during the yearinimplementing TCFD's recommendations
based on climaterisks and opportunities, and the bank scenario-
tested all the major TCFD groups for the lending and investment
portfolio. Transparency on climate related information is impor-
tantasitincreases understanding of which measures are needed
in governance, risk management and business models for the
necessary transition.

Swedbank has pledged to set climate goalsin line with the
Science Based Targets initiative. The method for setting science-
based climate targets for the financial sector’s exposures to
selected asset classes were finalised during the year and Swed-
bankis now developing climate targets related toits mortgage
business and commercial real estate lending aligned with the Paris
Agreement.

Forits own operations, Swedbank has set targets toreduce
resource consumption and promote a stable climate and energy
transformation. Inthe period 2010-2020, Swedbank’s direct
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greenhouse gas emissions were reduced by 84 per cent; the
Covid-19 pandemic contributed significantly to the decreasein
2020. Nevertheless, these numbers are the result of active
effortstoreduce travel and energy consumption in the branches.
Swedbank isalso working to promote circularity and IT equipment
isreused toreduce the environmentalimpact. During the year it is
estimated that this routine has led to emission savingsof 1 756
tonnes. The aim of Swedbank’s climate related targetsis to fur-
therreduce direct emissions. To complement these efforts, Swed-
bank buys carbon offsets for all its direct emissions.

Toreduce the bank’s own environmental impacts as well as
those of customers and suppliers, environmental work is carried
out through a structured approach based on an environmental
management systemthat has been IS0 14001 certified since
2003. Compliance with the environmental management system
ismonitored annually through internal and external audits.

Avalue-based approach

Swedbank’s greatest strengthisits employees, who together
shape the bank’s corporate culture. The bank’s employees take
responsibility and comply with regulations and guidelines to build
trust. The ambitionis to drive the bank forward by developing
successful collaborations and sustainable customer relationships.
Based on a Cultural Review Assessment completed in 2020, we
have beguntobuild strong leadership and clearer accountability
and responsibility, where the expectations on leaders as well as
onemployees as self-leaders are clear. The aimis an engaging and
sustainable performance culture thatis linked to our values: Open,
Simple and Caring.

Covid-19 - an extraordinary challenge

The pandemic has been a huge challenge during the year, but also
adriverof rapid developmentin several areas such as digitisation
and work environment, where new needs has arisen for techno-
logical solutions and working arrangements have risen. A rapid
transition has been necessary, along with an adjustment to new
changesand regulatory requirements. The focus has beenon
keeping allemployees continuously updated and informed.
Because of thecritically important role we play in the economy, it
has been essential to maintain the bank’s services for customers
with a high level of quality during this turbulent and extraordinary
time. Swedbank also offered employees with healthcare experi-
ence anopportunity to support the healthcare sector while
retaining their salary.

Culture review - for a stronger corporate culture
Acomprehensive review of Swedbank’s corporate culture was
started during the year toidentify strengths and areas of
improvement. A large number of Group employees have provided
their opinions and participated in surveys and focus groups. The
review concluded in spring 2020 and resulted in a focus on devel-
oping aclear strategy, creating effective governance, strength-
ening leadership and reshaping performance management to
strengthen the corporate culture.
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Work environment and health - strategically important area
Thestrategicimportance of the work environment and health has
beenespecially evident during this challenging time, which has
forced us to adjust the ways we work and meet internally, but also
how we safely and securely meet customers. The flexible work
arrangements Swedbank established backin 2014 have facili-
tated this adjustment. During the pandemic, around half of
allemployees have worked from home. For those who workinan
office,a number of measures have beentaken to create a safe
place to workand meet with customers.

Diversity and gender equality - essential to our business
Swedbankis aninclusive bank - for the many, both customers and
employees. Swedbank’s goal is to be a leader in gender equality
anddiversity inall our home markets. A focus that provides new
perspective and helps toincrease employee competence and
understanding for others and the varying needs of all our custom-
ers. The goalistohave astaff that reflects the diversity of the
local community and thereby meet customers’ needs and identify
new business opportunities. At the end of the year, women con-
stituted 40 percent of the board.

Information security is growing inimportance

Ahigh priority for banks and other financial firms isinformation
security,and toensure astableinfrastructure and areliable digital
performance that provide access to products and services when
and where needed. As society becomes increasingly digital, com-
panies become more vulnerable to online and cloud services. Major
resources, financialand otherwise, are beinginvested to prevent
violations, cyber threats and fraud, and the misuse of existing and
new technology. The work with information security, with the
goal of protecting both customers and the bank’s data and other
sensitive information, is one of the mostimportantissues for
Swedbank. Ultimately, itis a question of trust and economic value
forthe bank.

During the last year, the bank worked with a comprehensive
action plan toimprove routines, system support and processesin
order to prevent all types of financial crime. To prevent the bank’s
payment systems from being used as a tool for criminal activity,
internal rules, processes, collaborations and support functions
have been putinplace. The purpose is to comply with current laws
andregulationsinthis area.

The fight against money laundering
Money launderingis a global problem and a threat to society. It
undermines the integrity and stability of the entire financial sys-
tem. Money laundering (ML) is criminal inits own right, but itis
also closely related to other forms of serious and organised crime
as well as the financing of terrorism. The global scale of money
launderingis significant. The United Nations Office on Drugs and
Crime (UNODC) estimates that between USD 800 billion and
UsD 2 trillionis laundered each year.

Combatting money laundering is a sustainability concernand
is,expressed in UN Sustainable Development Goal 16.4:“By 2030
significantly reduceillicit financial and arms flows, strengthen

SUSTAINABILITY

recavery and return of stolen assets, and combat all forms of
organised crime.”

Swedbank has a responsibility to society - shareholders, cus-
tomers, regulators and employees - to prevent the Group from
being used to facilitate the movement of criminal proceeds or
transfer of funds destined to finance terrorism. Like all financial
institutions, Swedbank s at risk of being targeted for money laun-
dering and terrorist financing and has therefore established
Group-wide processes toidentify and manage these risks across
alljurisdictions in which the bank operates. Fighting money laun-
dering and terrorsm financing (together called financial crime) is
essential to Swedbank’s vision of “a financially sound and sustain-
ablesociety”.

The management leads the way

Swedbank’s Board of Directors and senior management have
acknowledged the seriousness and complexity of legacy issues
related to the AntiMoney Laundering/Counter Terrorist Financ-
ing (AML/CTF), including financial sanctions. Swedbank has dur-
ing the year been timely and transparent in its communication
with external stakeholders and the general publicabout legacy
AML/CTF-related issues and the need to move forward.

Senior managers, including the President and CEO of Swed-
bank Jens Henriksson, repeatedly acknowledged the shortcom-
ings and lack of sufficient internal controls and governance within
the bank. The Executive Management has also publicly stated
that combatting financial crimeis a responsibility of allemployees
of the bank, not only the bank’s management.

The comprehensive remediation plan that has addressed the
identified shortcomings since 2019included a 244-point action
plan that specified remedial actions regarding AML/CTF and the
sanctions framework in the bank. As of October 2020, the action
plan contained 244 items. Key action itemsinclude the following:
* revisingand updating the AML/CTF framework
 updating policies and procedures
¢ defining AML/CTF assessment standards with new

frameworks in place
* Revising and updating reporting procedures and
responsibilities.

Significant progress was made towards the action plan during the
year.More than 90 per cent of the items in the plan were com-
pleted on time and the remaining measures are transferred to the
bank’s change programme.

Investigations

In2019and 2020, Swedbank co-operated extensively with the
relevant authoritiesin various jurisdictions regarding the findings
of theirinvestigations.

The money laundering-related investigations that startedin
2018and 2019 by the Swedish and Estonian FSAs were con-
cluded on 19 March 2020. The FSAs stated that Swedbank had
serious shortcomings in the anti-money laundering work inits
Balticoperations. The bank also had shortcomingsin the disclo-
sure ofinformation to the authorities. Shortcomings were found
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inthe Swedish operations as well. The Swedish FSA issued
awarningand an administrative fine of SEK 4bn. The Estonian
FSAissued a precept requiring Swedbank to take certain meas-
urestostrengthen AML processes and routines. On 23 March, the
international law firm Clifford Chance presentedits final investi-
gative report. It stated that Swedbank had had serious deficien-
ciesinitsmanagement of money launderingrisks, but also that
major improvements were madein 2016-2019.

Timeline of Swedbank’s response

Estonian precept

Swedbank AS, Swedbank’s Estonian subsidiary bank, submitted
afinalreport tothe Estonian FSAon 19 November 2020. The
report consisted of all measures taken to address the short-
comings listed in the precept from March 2020. The actions
were describedin detail and Swedbank AS believes that it has
addressed the identified shortcomings. This was confirmed on
28January 2021, when the Estonian FSA announced that it had

Annual General Meeting 2019: appointment of
new board member Kerstin Hermansson. Extra

During 2019-2020,
Swedbank hired

Between 2016 and 2019, as described in the
Clifford Chance report, Swedbank offboarded
a high number of high risk customers.

In2019, Swedbank established a team to
review customersidentified by Clifford
Chance for possible offboarding or enhanced
risk mitigation measures. This process has led
to additional offboardings.

2016-2019

Cultural, Structural and Organisational Changes

Risk Management

Clifford Chance hired
toconductacompre-
hensive investigation.

General Meeting 2019: appointment of new
board members Goran Persson (new Chair),
BoMagnusson and Josefin Lindstrand.

External legal advisor
connected toongoing

Feb Apr
|

Swedbank established
the Anti-Financial
Crime unit (AFC).

Internal Reviews, External Subject-Matter Experts and Audits

Training, Discipline and Incentives

Control, Audit and Collaboration with Regulators

Additional measures taken since 2019

investigations engaged.

anew CEO, Chief
Compliance Officer,
Head of Baltic
Banking, Chief Risk
Officer, Chief Legal
Officer, Head of Group
Communication and
Sustainability, and
CEO of Swedbank
Estonia.

Jun Dec
|

During 2019and 2020, and asaresult
of Clifford Chance's comprehensive
investigation, a number of Swedbank
employeesleft the company.

Attheendof 2019, the Board estab-
lished a Governance Committee to
helpit fulfilits supervisory responsi-
bility as part of the overarching
corporate governance strategy.

Cultural, Structural and
Organisational Changes

The CEO has established a new Group
Executive Committee (“GEC") with weekly
GECmeetings.

Across 2019 and 2020, there have been sev-
eral personnel changes at the senior manage-
ment level (incl. Board of Directors).
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Risk Management

Added qualified resources to the Board of Direc-
tors, committees, and senior management,
including recruitment of new individuals to
keyroles.

Added extensive resources across the
Compliance function.

Established the Group Financial Crime Commit-
teeand the Business Area Financial Crime
Committee - to ensure effective governance
and management of sanctions risk.

Established a Special Task Force to manage the
day-to-day operations related to ongoinginves-
tigations of historical shortcomings within the
AML area.

Updated Group risk management framework,
including by developing Key Risk Indicatorsin
accordance with legaland industry best prac-
tices.Revised Enterprise Risk Management policy
with more in-depth and clearer definitions and
descriptions of Swedbank’s risk strategy and risk
appetite.

Updated Group AML/CTF (Anti Money Launder-
ing/Counter Terrorist Financing) and sanctions
standards, including policies, procedures and
controls, by incorporating international best
practices.

Developed and implemented a new risk
classification model.

Reviewed and improved risk scoring, media
screening and customer flagging processes.

Theriskassessment process has been central-
ized including the introduction of a group-wide
process wich alsoincludes creating a Group risk
assessment repository.

Improved KYC policies and procedures across
the Group.

Defined due diligence policies and procedures
specifically for risk clients.

Implemented new onboarding procedures that
require therisk assessmentresults to be
assessed and reviewed by senior management.
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assessed the finalreport. It considered the actions taken to be
sufficient and stated that it has nofurther strictures. Inits
assessment, the Estonian FSA took into consideration the action
planand developments that Swedbank had presented. Going for-
ward, Swedbank’s AML/CTF work will therefore be subject to the

SUSTAINABILITY

nessamong its employees of the importance of improving the AML
culture and framework. The organisational structurehas been
revised toclearly allocate responsibilities within the AML/CTF area.
The Compliance function has been strengthened and has estab-
lished a new unit with acomprehensive overview of the AML/CFT

Estonian FSA’'s regular supervision.

Swedbank AS has furtherincreasedits AML/CFT expertise
within the subsidiary’s management board as well as the aware-

work. Additionally, Swedbank AS has substantially increased
humanresourcesinthe AML/CTFarea.

In2020, Group Legal managed
a“Governancereview" toensure
that the Bank has a sound and satis-
factory corporate governance
steering model. The review included
assessments of Swedbank’'s manag-
ing boards, supervisory councils and
committee structure.

Jan Feb

Release of the Clifford
Chancereport.

Mar Apr

Annual General Meeting 2020:
appointment of new board
members Bo Bengtsson,
GOran Bengtsson, Hans
Eckerstrom, Bengt-Erik Lind-
grenand Biljana Pehrsson.

May Jun

Hired Oliver Wyman to
conductanindependent
assessment of Swedbank’s
AML/CTFand sanctions
capabilities. Thisisathree-
year assignment with peri-

Opened up

“Whistle B",

theinternal Swedbank realigned roles
whistle- and responsibilities
blower between the AFCunitin
system for thefirstline of defense
external ("LOD")and Group Compli-
reporting. anceinthe second LOD.

Hired Boston Con- Hired Oliver Hired the consultancy firm
sulting Group to Wyman to AML Analyticstoassess
review Swedbank’s assessand the transaction monitoring
compliance pro- advise on system.
cessesaswellas improve-
roles and responsi- ments to the
bilities. culture of

Swedbank.

odicreviews.

Oct Nov Dec
Asof 31 October, the Revised
remediation plan consists Group
of 244 actionitems. Key Compliance
actionitemsinclude the Policy
following: (1) revising and adopted by
updating the AML frame- the Board of
work; (2) updating policies Directors.

and procedures; (3) defin-
ing assessment standards;
and (4)implementing
reporting procedures and
responsibilities.

AML and Sanctions Controls and Monitoring

Updated tool for monitoring transactions, pro-
cess management with new technology
and policy requirements.

Included sanctions-related components to
the customer risk rating.

Implemented automated filters used to
screen transactiondata.

Upgraded the AML detection algorithm and
improved the alert management process and
annual model validation.

Created asanctions governance structure.

Revised and updated policies and procedures related
tosanctionstoclearly define assessment standards,
reporting procedures and responsibilities.

Updated sanctions screening system toimprove
efficiency.

Tasked dedicated Financial Sanctions Officers
withreviewing transactions and relationships
that mightinvolve, directly orindirectly, expo-
sure tosanctionsrisk.

Updated policies to ensure that annual sanctions
risk assessments are completed.

Engagement with Authorities

Extensive cooperation with arange of
authorities (civil, criminal and regulatory)in
various jurisdictions pertaining tolegacy
issues.

Updated and improved process for periodic
reporting tolocal regulators.

Training, Discipline and Incentives

Implemented a sanctions training programme
thatincludes mandatory online sanctions-
related training for allemployees.

Increased frequency of enhanced AML
training for allemployees.

Work is underway toimplement a mandatory
training programme on Corporate Governance
rules.
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An Estonian criminal investigation

Part of the Estonian FSA’'sinvestigation was handed over to the
Estonian Prosecutor’s Office, whichisinvestigating whether
money laundering or other criminal activities have taken place
in Swedbank AS.

New notification from the Swedish FSA

InSeptember 2020, Swedbank received notification from the
Swedish FSAthatit wasinvestigating the bank for suspected
breaches of the regulation on market abuse (MAR). Theinvestiga-
tion coversthe period 20 September 2018to 20 February 2019
and pertains todisclosure of insider information and the obligation
toestablishaninsiderlist (articles 17 and 18)in connection with
thedisclosure of suspected money laundering within the bank.

US authorities

US authorities continue to investigate Swedbank’s historical
AML/CTF work and historical disclosure of information. The inves-
tigations are progressing and Swedbank isin dialogue with all rel-
evantautharities throughits US legal counsel. It cannot, at this
stage, be predicted when the investigations will be concluded, nor
the outcome of the investigations.

Economic Crime Authority

The Swedish Economic Crime Autharity (EBM)is investigating
whether a crime was committed in connection with historical
disclosure of information. The bank has noinformation on when
EBM'sinvestigation will be completed.

Corporate Governance Review

InDecember 2019, a Governance Committee was established
withinthe Board of Directors. The main purpose of the committee
istoassist the Board of Directors in fulfilling its oversight respon-
sibilities regarding Swedbank’s overall management of corporate
governance of the bank and its subsidiaries. The Governance Com-
mittee submits recommendations to the Board for decision.

In 2020, Group Legal managed a project aimed at ensuring
that the bank, as a parent company, has a sound and satisfactory
corporate governance steering model that s clear, consistent and
aligned with best practices, takinginto consideration the size,
complexity and strategy of the Group (the “Governance Review”).
The projectincluded a gap analysis and identified a number of
areas of improvement and made numerous recommendations on
how toaddress those areas. This included assessing the Baltic
subsidiary banks’ supervisory councils, committee structures and
management boards, as well as examining how best to navigate
potentially conflicting regulations in Sweden and the Baltic coun-
triesrelated to steering and controls.

The changein corporate governanceisin an execution phase,
with several ongoing subprojects and workstreams that will be
fully implementedin 2021. An evaluation of the Baltic Banking
governance structure and the general framework for governance
isunderway as well.

The subproject for Baltic Banking will also ensure that govern-
ance and control of the business area is strengthened, both within
the subsidiary banks themselves and from the parent company.
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Swedbank willimplement a mandatory training program on
corporate governance for senior managers, board members of
material subsidiaries and for employees involved in the govern-
ance process.

Changes in the Board of Directors

New members of the Board are Bo Bengtsson, Géran Bengtsson,
Hans Eckerstrém, Bengt-Erik Lindgren and Biljana Pehrsson
who were all elected at the Annual General Meeting on May 28.
The Board now consists of Goran Persson, Bo Magnusson,
BoBengtsson, Goran Bengtsson, Hans Eckerstrom, Kerstin
Hermansson, Bengt Erik Lindgren, Josefin Lindstrand, Anna
Mossberg and Biljana Pehrsson.

Management changes

The transformation of the Group Executive Committee includes
the appointment of Charlotte Rydin as Chief Legal Officer and
Head of Group Legal (9July). She will take up office at the begin-
ning of 2021. Jon Lidefelt was appointed Head of Baltic Banking
(9]uly).He had been acting Head of Baltic Banking since 1 January
2020. During the year, Erik Ljungberg, Head of Group Communica-
tionand Sustainability (1 July), and Rolf Marquardt, Chief Risk
Officer (1 October), also took up office at Swedbank.

Risk management

The Group risk management framework was updated in 2020,
including the development of Key Risk Indicators (KRIs) in accord-
ance with legal demands and bestindustry practices. The Group’s
AML/CTFand sanctions standards, including policies, procedures
and controls, were updated as well.

Swedbank has revised its ERM policy with more in-depth and
clearer definitions and descriptions of therisk strategy and risk
appetite with a special focus on risk management, risk culture and
riskawareness.

Between 2016and 2019, as described in the Clifford Chance
investigative report, Swedbank offboarded numerous high-risk
customers.In 2020,Swedbank continued to offboard high risk
customers and to update and improve Know Your Customer (KYC)
profiles for existing customers.

AML, sanctions controls and monitoring

Swedbank worked intensely in 2020 to remedy the historical
shortcomings across the AML/CTF and sanctions capabilities that
were described by the Swedish FSA, the Estonian FSA as well as
the Clifford Chance investigative report.

Swedbank has added qualified resources to the Board of Direc-
tors, committees, and senior management, including the recruit-
ment of new individuals tokey roles (see above). The bank has also
added extensive resources across Compliance, within Anti Finan-
cial Crime and AML/CTFresources across all business areas.

Two types of committees were during the year established
withinthe Group’s Business Area’s in order to ensure effective
governance and management of sanctions risk - the Group Finan-
cial Crime Committee and Financial Crime Committees.

Dedicated Financial Sanctions Officers havereviewed alerts
generated by the transaction screening system with a focus on
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sanctionsrisks as well as reviewed relationships that might,
directly orindirectly, expose the bank to sanctions risks.

According to the bank’s routines, all policies are reviewed
annually,and if necessary updated, including policies that require
the completion of sanctions risk assessments which identify
sanctionsrisks, and evaluate the effectiveness of Swedbank’s
contrals.

Swedbank has updated the transaction monitoring tool,
including new technologies and models, to adopt the measures
required to manage AML/CTFrisks. A new Target Operating
model has been defined, including governance processes, based
onbestindustry practices and Swedbank policy requirements.

Inaddition, toincrease the quality of risk assessments and sce-
nario monitoring Swedbank has also developed and implemented
anew AML/CTF customer risk classification model in Swedish
Banking that consists of rule-based scenarios and predictive mod-
els. Therisk classification modelis continuously updated and
improved. The next stepis to establish a Group-wide structure
with the Baltic risk classification system.

Engagement of external consultants
Tosafeguard and assess the quality of improved systems and
processes Swedbank has engaged external resources.

InJanuary 2020, the bank engaged Boston Consulting Group
("BCG") toreview whether Swedbank’s compliance processes
were consistent with bestindustry practices. BCG also reviewed
the roles and responsibilities of Group Compliance as a control
functioninthe 2nd line of defense and AFCas a central risk man-
agement functioninthe 1stline of defense.

InFebruary 2020, the bank engaged Oliver Wyman to assess
and advise onimprovements to the culture of Swedbank.

In April 2020, the bank cooperated with consultancy firm AML
Analytics on atool to test financial sanctions screening systems.
AML Analytics provides the bank with a monthly benchmark
assessment where the bank can analyse the performance of the
systems.

Injune 2020, Oliver Wyman was also engaged to conduct an
independent assessment of Swedbank’'s AML/CTF and sanctions
capabilities, including a review of Swedbank’s policies and proce-
dures. Thisis a three-year assignment with periodic reviews.

SUSTAINABILITY

Going forward

Thessignificantimprovements made in 2020 have laid the founda-
tionfor Swedbank to be at the forefrontin the fight against finan-
cial crime. Itis especially important to have a thorough under-
standing of our risk exposure and customers, and to work
relentlessly todetect and prevent illicit transactions. Thisincludes
understanding the bank’s exposure to corruptioninternally and
what our customers are exposed to.To this end, Swedbank under-
takes toimplement effective and efficient processes and strives
toattaininternational best practices.

The work to reach this goal will take several years and produce
higher efficiency. At the same time, we will ensure that our bank-
ing services are accessible and easy to use for customersin our
home markets. We expect continuous developmentin the fight
against financial crime and will adjust our targets accordingly. The
bank will closely monitor the development of industry best prac-
tises by regional peers with a similar geographical footprint.
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Stability and resilience in difficult
times create value for our shareholders

Despite that profit for the year was weighed down by higher costs to strengthen the
AML work, provisions for expected credit impairments tied to the effects of Covid-19,
and the Swedish FSA’s administrative fine, stable earnings contributed to strong
capitalisation and a stable underlying result. The Board of Directors therefore intends,
as soon as there is more clarity in the consequences of the pandemic and if conditions
are right, to propose additional dividends for 2019 and 2020 in accordance with the
bank’s policy of distributing 50 per cent of the annual profit.

Swedbank’s strategy - to be an available full-service bank with
personalised offers, high cost efficiency and low risk - aims to cre-
ate stability and predictability for our shareholders. Last year was
defined, however, by considerable uncertainty, a lower profit and
higher creditimpairments due to the Covid-19 outbreak. The
return was also negatively affected by the Swedish FSA's admin-
istrative fine andincreased costs to strengthen the AML work. In
2020, thereturn onequity was 8.9 per cent, compared with the
target of 15 percent. The widespread uncertainty due to the pan-
demicalso contributed toincreased volatility in the markets. The
share price rose during the year by 3.4 per cent compared with the
OMX Nordic Banks index, which fell by 2.5 per cent, and the OMX
30Large Capindex, which rose by 5.8 per cent. The total returnon
the Swedbank share was +6.5 per cent and the market capitalisa-
tion was SEK'161.4bn at year-end 2020, compared with SEK
155.9bnat year-end 2018.

Inlight of the Swedish FSA's recommendation that banks be
restrictive with dividends and share buybacks until 30 September
2021, the Board of Directors, after consultation with the Swedish
FSA, hasresolved to propose adividend for the financial year
2019 0f SEK 4.35 per share. The Board of Directors’ dividend pro-
posal corresponds to approximately 25 per cent of net profit for
the financial year 2019. Furthermore, the Board of Directors pro-

Swedbank’s share performance compared with indices
Price

150

poses adividend of SEK 2.90 per share for the financial year 2020.
The proposal corresponds to a pay-out ratio of 25 per cent of net
profit for the financial year 2020. When there is more clarity in the
consequences of the Covid-19 pandemic are better understood,
andif conditions are right, the Board of Directors intends to pro-
pose additional dividends based on the profits for 2019 and 2020
inaccordance with the bank’s policy to distribute 50 per cent of
the annual profit.

Trading on several markets

Swedbank has one class of share, ordinary shares (A shares),
which have been listed on NASDAQ OMX Stockholm’s Large Cap
list since 1995. The bank also has an American Depositary Receipt
(ADR) programme, which enables investors, through depositary
receipts, toinvestin the Swedbank share on the US OTC market
without having toregister with Euroclear or buy SEK. Swedbank’s
sharesare traded on a number of marketplaces, with Nasdag OMX
Stockholm generating the highest turnover. On average, Swed-
bank shares with a value of SEK 632m were traded per day on
Nasdaq OMX Stockholm. Today there are a number of mutual
funds and stock indices for companies that meet sustainability
criteria. Two examples of indices that include Swedbank are Dow
Jones Sustainability Index 2020 and FTSE4Good. The former is

Shareholder categories, %

asof 31 December 2020, figuresin brackets refer to 2019
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one of the world’s most prestigious sustainability indices, which
classifies yearly the world’s most sustainable companies, and the
latter was created tofacilitate investments in companies that
demonstrate globally recognised levels of responsibility. Other
examples can be found on the website under Investor Relations/
Swedbank The share.

Ownership and information

Swedbank had 1132005 722 sharesinissue at year-end 2020,
of which 36.7 per cent was owned by international investors and
63.3 per cent by Swedish investors, whereof 12.5 per cent were
individual investors.

Holding of own shares

Swedbank held 12013947 of its own shares as of 31 December
2020 to secure the commitmentsinits performance and share-
based remuneration programmes. Remuneration in the form of
deferred sharesis designed to build long-term employee engage-
ment through share ownership. Intotal, 1 687 386 shares were
transferredin 2020, corresponding to adilution effect of about
0.15 percent based on the number of outstanding shares and
votesasof 31 December 2019.

The 2020 AGMresolved to adopt new performance and share-
based remuneration programmes for 2020 and to transfer ordi-
nary shares under these and previously approved programmes.
The programmes for 2020 are expected toresultin the transfer
of approximately 0.5 million ordinary shares, corresponding toa
total dilution effect of about 0.05 per cent based on the number
of outstanding shares and votes as 31 December 2019. To con-
tinuously adapt the bank’s capital structure to prevailing capital
requirements, the Board was authorised by the 2020 AGM to
resolve torepurchase up to 10 per cent of the total number of
shares (including shares repurchased by the securities operations;
see below). The Board was also authorised toissue promissory
notes that can be converted toshares.In 2015,2016 and most
recentlyin August 2019, the bank utilised the Board's mandate
andissued promissory notes that can be converted tosharesin
the event that the bank’s Tier 1 capital falls below a certain level.
Theissues helped to meet the capital requirements set by the

THE SHARE

Largest shareholders, 31 December 2020, by owner group

Share of capital and votes, % 2020
Sparbanksgruppen 11.04%
Folksam 7.03%
Norges Bank 4.96 %
AMF Pension & Funds 4.64%
Alecta Pension Insurance 4.56 %
Swedbank Robur Funds 4.05%
BlackRock 3.64%
Sparbanksstiftelser - Ej Sparbanksgruppen 3.50%
Vanguard 2.65%
SEBFunds 1.94%
Total number of shareholders 358422
Source: Modular Finance AB/Euroclear Sweden AB

Number of shareholders, 31 December 2020

Size of holding No. of shareholders Holding. %
1-500 296784 82.8%
501-1000 31983 8.9%
1001-5000 25349 7.1%
5001-10000 2300 0.6%
10001-15000 614 0.2%
15001-20000 323 0.1%
20001- 1069 0.3%
Total 358422 100 %

Source: Euroclear Sweden AB

Swedish FSA for Swedish banks. Inits capacity as a securities
institution, Swedbank engages in securities operations, including
trading infinancial instruments onits own account. In this busi-
ness, the bank needs toacquire its own shares. Accordingly, the
2020 AGMresolved that the bank, until the 2021 AGM, may
acquireits own shares onanongoing basis such that the total
holding does not exceed at any time 1 per cent of outstanding
shares, and that thisis done at the prevailing market price.

For more information on Swedbank’s share, visit
www.swedbank.com/ir

Data per share

SEK 2020 2019 2018 2017 2016
Earnings per share before dilution 11.55 17.62 18.96 17.38 176
Earnings per share after dilution 11.51 17.56 18.89 173 17.5
Equity per share 138.5 1239 123 119.8 116.6
Cashdividend per ordinary share 2.90* 4.35 14.2 13 13.203
P/E 12.5 79 10.5 114 125
Price/equity per share 1.04 1.13 1.61 1.65 1.89
1)Board of Director's proposal

Share statistics, A share 2020 2019 2018 2017 2016
High price, SEK 162.7 214.8 221.7 231.4 2293
Low price, SEK 99.14 120.75 177.15 194.2 150.8
Closing price, 31 Dec., SEK 144.12 139.45 197.75 197.9 2203
Average number of trades per listed day* 11420 10622 6733 6090 5413
Average turnover per listed day, SEKm,* 632 655 597 538 526
Total market capitalisation, 31 Dec., SEKbn 161 156 221 224 245

ISIN code A share: SE0000242455

1) Turnover datainclude turnover on Nasdag Stockholm.

Sources: NASDAQ OMX, www.nasdagomxnordic.com
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BOARD OF DIRECTORS'REPORT

Financial analysis

Highlights of the year

Year-end report 2019 AML-related measures and Covid-19
Increased mortgage volumes in Sweden and broad effects lead to increased expenses
lending growthin the Baltics gave support to net and credit impairments

interestincome.

The expected costincrease is mainly due to higher
m investigative costs, further strengthening of AML work
andincreased efforts to mitigate theimpact of the
Swedbank introduces amortisation Covid-19for our customers.
exemptions for private and corporate m
customers
Companies with liquidity problems and individuals Interim report first quarter 2020
who are laid off are allimpacted by Covid-19. With Higher netinterestincome due tolower resolution
over four million customers in Sweden, Swedbank fund fee and higher interest rates, but due to the impact
playsanimportantroleinsociety,and forusitis of Covid-19also higher provisions for expected credit
only naturalin various ways to help the people impairments

and companies that are affected financially.

8 April _ _ Interim report second quarter 2020
Swedbank introduces loans with Lower income from cards and asset management
astate guarantee and lower provisions for expected creditimpairments
Inthe wake of Covid-19, many companies today are related to the effects of Covid-18.
inadifficult financial situation. Therefore, Swedbank
welcomes the government’sintroduction of aloan 20 October
guarantee to help the banks to support companies Interim report third quarter 2020
thathave been affected by the crisis. As of today, Stronger income from cards and asset management
Swedbank offers the government guaranteed loans positively affects net commission income.

Market shares, %

Lending Lending Deposits Deposits

(private)! (corporate)' (private) (corporate) Payments? Funds
Sweden 21 16 19 16 3“ 21

Estonia 43

N

Latvia 3

RO
VAR 4
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Lithuania 39

o
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\
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1) Excluding the Swedish National Debt Office and repurchase agreements.
2)Bank Giro transactions (Sweden) and domestic payments (Estonia, Latvia and Lithuania).
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Key financial data

Profit for the year, SEKm
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Swedbank’s profitamounted to SEK 12 929m, com-
pared with SEK19 709minthe previous year. The
decrease is mainly due to higher expenses, including
the Swedish FSA's administrative fine,and credit
impairments.

Net commissionincome, SEKm
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Net commissionincome decreased by 2 per cent.
Income mainly from cards decreased due to
Covid-19, while income from asset management
increased.

Creditimpairmentratio, %
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Creditimpairments for the year amounted to
SEK4334m (1469). Theincreaseisdue to
increased provisions for a few large counterpar-
tiesin oil-relatedindustries, negativerisk class
changesinpandemic-affected sectorsand
expert creditadjustmentsdue tothe uncer-
tainty surrounding the future economicimpact
of Covid-19.

Netinterestincome, SEKm
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Netinterestincomeincreased by 3 per cent to
SEK 26 852m, mainly due toalower resolution
fund fee and higher deposit and lending
volumes.

Expenses, SEKm
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Total expensesincreased to SEK 24 560m
mainly due to the Swedish FSA's administrative
fine of SEK4000m, higher staff costsand

IT expenses.

Change in Common Equity Tier 1 capital,
2020, SEKbn*
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Profit after deducting the proposed dividend
positively affected the Common Equity Tier 1
capitalratioby SEK6.4bn. The revaluation of
the estimated pension liability according to
IAS 19increased Common Equity Tier 1 capital
ratio by approximately SEK 4.2bn.

*Swedbank consolidated situation
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Financial analysis

The annual report contains alternative performance measures
that Swedbank considers valuable information for the reader,
since they are used by the executive management for internal
governance and performance measurement as well as for com-
parisons between reporting periods. Further information on the
alternative performance measures usedin the annual report can
be found onpage 198.

Higher expenses and credit impairments affected profit
Swedbank’s profit decreased to SEK 12 929m (19 709) due to
higher expensesincluding the Swedish FSA's administrative fine,
higher creditimpairments, and lower net gains and losses on
financial items. Adjusted for the Swedish FSA's administrative
fine, profitamounted to SEK 16 329bn. Foreign exchange effects
negatively affected profit before impairment by SEK 66m year-
over-year. Thereturnon equity was 8.9 per cent (14.7)and the
cost/income ratiowas 0.54 (0.43). Adjusted for the Swedish FSA’s
administrative fine, the return onequity was 11.4 per centand
the cost/incomeratio was 0.45.

Income decreased to SEK 45 676m (45 960) and was nega-
tively impacted by lower net gains and losses on financial items
and net commission income. Foreign exchange effects reduced
income by SEK 163m, while higher netinterestincome positively
affectedincome.

Netinterestincomeincreased by 3 per cent to SEK 26 853m
(25989). The increase was mainly due to a lower resolution fund
fee, higherlending and deposit volumes, higher mortgage mar-
gins, and lower funding costs.

Net commissionincome decreased by 2 per cent to SEK
12770m (12 984).Income primarily from cards decreased due
to Covid-19, while asset managementincome increased due to
a higher average volume of assets under management.

Net gains and losses on financial items decreased to SEK
2655m (3 629). The main reason was a lower appreciation of the
shareholdingsin Visa and Enento this year. The Visa holding was
hedged in the second quarter and the Enento holding was divested
inthe third quarter. The result within Large Corporates & Institu-
tions, which was largely negatively affected by derivative value
adjustments (CVA/DVA), also contributed to a lower result.

Otherincome amounted to SEK 3398m (3 358) and was stable.

Expensesincreased to SEK 24 560m (19 984), mainly due to
the Swedish FSA’'s administrative fine of SEK 4 000m. Adjusted
for the administrative fine, expensesrose by 3 per centand were
mainly affected by higher staff costsand IT expenses. Staff costs
increased due to a higher number of employees, annual wage
increases and higher pension expenses. The increase in the num-
ber of employees was mainly inthe AML area butalsointhe T
area. Consulting expenses to manage money laundering related
investigations decreased by SEK 252m to SEK852m, while other
consulting expensesincreased by SEK 160m. Foreign exchange
effectsreduced expenses by SEK 97mduring the year.
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Creditimpairments for the year amounted to SEK 4 334m
(1469), corresponding to a creditimpairment ratio of 0.26 per
cent(0.09). Theincreaseis aresult ofincreased provisions for
afew large oil-related counterparties, negativerisk class changes
in pandemic affected industries, and expert credit adjustments
due tothe uncertainty surrounding future economicimpacts of
Covid-19. The main part of the credit impairments wasin Large
Corporates &Institutions.

The tax expense amounted to SEK3851m (4 711), corre-
sponding to an effective taxrate of 22.9 per cent (19.3). The
effective taxrate for 2020 was negatively affected by the
Swedish FSA's administrative fine, whichis not tax-deductible,
and positively by adeferred tax asset from previous years. The
Group’seffective tax rateisestimated at 19-21 percentin the
medium term.

Continued volume growth and good credit quality
Swedbank’s main businessis organised in three product areas:
lending, payments and savings.

Total lending to the public, excluding repos and lending to the
Swedish National Debt Office, increased during the year by SEK
10bn, corresponding to annual growth of just over a half per cent.
The biggest contributor to theincrease was mortgage lendingin
Sweden, which grew by SEK 31bn. Adecreasein lending to ten-
ant-owner associations had a negative impact of SEK 7bn. Corpo-
ratelending decreased by SEK 16bn. Foreign exchange effects
reduced the value of lending volumes by SEK 12bn compared with
the previous year.

The total number of Swedbank cardsinissue at the end of the
year was 8.1 million, in line with the end of the previous year. In
Sweden 4.3 million cards were inissue and in the Baltic countries
3.8 million. The number of card purchases in Sweden was affected
by the Covid-1S outbreak and decreased by 7 per cent from the
previous year. Despite the negative impact of Covid-19, the num-
ber of card purchasesincreased by 3 per cent in the Baltic coun-
tries thanks to good underlying growth and government support
measures. The total number of card transactions acquired by
Swedbank decreased by 5 per cent year-over-year.

Total deposits within the business segmentsincreased during
the year by SEK 177bn, corresponding to growth of 19 per cent.
Corporate deposits rose by SEK 120bn and private deposits by
SEK 57bn. All business segments contributed to the increase.
Exchange rates negatively affected deposits by SEK 15.3bn
during the year.

Assets under management by Swedbank Robur rose to SEK
1220bnat year-end, compared with SEK 1 083bn at year-end
2019. The change corresponds to anincrease of just under 13 per
centandis largely due to value appreciation, but net inflows con-
tributed as well. Of the assets under management, SEK 1 163bn
related to Sweden and SEK 64bn to the Baltic business. By assets
under management Swedbank Robur is the largest playerin the
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Swedish and Baltic fund markets. As of 31 December, the market
sharein Sweden was 21 per cent. The market share in Estonia and
Latviawas41 percentrespectively andin Lithuania 37 per cent.

Swedbank’s credit quality remained good and the economic
impact from Covid-19 on the majority of Swedbank’s lending
remained small. The credit quality of Swedbank’s large mortgage
portfolio remained very high and stable. The segments that were
hardest hit by the pandemic, such as hotels, restaurants, some
retail, passenger transport and oil-related commitments, account
forasmall share of Swedbank’s lending. Swedbank’s oil-related
portfoliois small and is being reduced and restructured.

The guality of Swedbank’s mortgage portfolio, which
accounts forjust over half of total lending, is high and historical
creditimpairments are very low. Customers’long-term repayment
capacityisacritical factor and ensures high quality and low risks
for both the customer and the bank. The average loan-to-value
ratios for the mortgage portfolioare 53 per centin Sweden,
48percentinEstonia, 76 per centin Latviaand 57 per cent
inLithuania.

Swedbank’s lending in property management accounts for
approximately 15 per cent of the total loan portfolio and is mainly
toreal estate companies with strong finances and good collateral
with low loan-to-value ratios. Segments with low risk and low
cyclical sensitivity such as residential and public properties, as
well aslogistics propertiesin prime locations, account for about
40 percentof thereal estate portfolio. Swedbank's lending to
retail and hotel properties represents a smaller share of the total
loan volume in property management. Swedbank focuses its lend-
ing to commercial properties with stable cash flows and the cus-
tomer’s long-term ability to pay offinterest and principal. Loan-
to-valueratiosin lending to property management companies are
generally low and average 57 per cent (57) in Sweden.

Thetotal share of loansinstage 2, gross, at year-end was 6.4
percent (6.4), of which 3.9 per cent (4.7) was for personal loans
and 12.2 per cent (10.2) for corporate loans. During the year, sec-
tors hard hit by Covid-19, such as hotels and restaurants, saw the
largestincrease inthe share of loansin stage 2. The share of loans
instage 3, gross, was 0.6 per cent (0.8).

Strong liquidity position but lower ratings

Funding activity was lower in 2020 thanin the previous year due
tolarge depositinflows. Covered bond issues in particular were
down and the focus was onissuing unsecured bonds to meet the
regulatory requirements adopted by the authorities. For the full-
year 2020, Swedbankissued SEK 78bninlong-term debt. The
totalissuance need for the full-year 2021 is expected to bein line
withissuance volumein 2020. Theissuance need is affected by
the current liquidity situation, future maturities and changesin
deposit and lending volumes and is therefore adjusted aver the
course of the year. Maturitiesin 2021 amount to SEK 124bn.
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Asof 31 December, short-term funding and commercial paper
included in debt securities inissue amounted to SEK 127bn. Avail-
able cash and balances with central banks and reserves with the
Swedish National Debt Office amounted to SEK 315bn and the
liquidity reserve amounted to SEK 485bn. The Group’s liquidity
coverageratio (LCR) was 174 per cent and for USD, EUR and SEK
was 145,263 and 134 per cent respectively. The net stable fund-
ing ratio (NSFR) was 125 per cent. For more information on fund-
ing and liquidity, see the fact book available on swedbank.com/ir.

During the year,Moody’s, S&P and Fitch changed Swedbank’s
ratings against the backdrop of shortcomingsin AML work and
compliance.

On 26 March 2020, Standard & Poor’s downgraded Swed-
bank’s long- and short-termissuer credit ratings to A+/A-1 from
AA-/A-1+ due toregulators finding anti-money-laundering (AML)
deficiencies and regulatory misconduct. The outlook was revised
from negative to stable reflecting the belief that the bank’s solid
franchise, profitability, and capital should shield it from current
worsening economic conditions and the outcome of other pending
investigations

On 2 April 2020, Moody’s downgraded Swedbank’s long-term
ratingto Aa3 and short-termrating to P-1 as a result of the inves-
tigations that showed deficiencies in Swedbank’'s management of
money laundering risks. The outlook was changed from negative
tostable reflecting the view that additional financial penalties
arising from the continued investigations are unlikely to materi-
allyimpact the bank’s creditworthiness.

On 3 April 2020, Fitch downgraded Swedbank’s Long-Term
Issuer Default Rating (IDR) to A+ and the short-term IDR to F1,
driven by the confirmation of deficiencies in anti-money launder-
ing controls. The outlookis set to stable reflecting expectations
that the bank will progressively strengthenits controls to effec-
tively combat and prevent money laundering and that Swedbank
enters the economic downturn from the Covid-19 outbreak froma
relative position of strength atits rating level.

Strong capitalisation
Swedbank’s Common Equity Tier 1 capital ratio was 17.5 per cent
atyear-end (17.0 per cent as of 31 December 2019). This com-
pares with the requirement of 12.4 per cent (15.1). Common
Equity Tier 1 capitalincreased during the year by SEK 10.4bn,
toSEK'120.5bn(110.1). Profit after deducting the proposed divi-
dend positively affected Common Equity Tier 1 capital by SEK
6.4bn. The revaluation of the pension liability according to
IAS 19increased Common Equity Tier 1 capital by approximately
SEK 4.2bn.

Swedbank’s leverage ratio as of 31 December 2020 was
5.1 percent (5.4 per cent asof 31 December 2019).

In 2020, therisk exposure amount (REA) increased by SEK
40.4bn, to SEK689.6bn (SEK 649.2bn as of 31 December 2019).
Theincrease was mainly attributable to REA for credit risk

Swedbank Annual and Sustainability Report 2020
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(excluding the additional risk exposure amount according to arti-
cle 458 CRR (the mortgage floor), which rose by SEK 33.3bn. This
was largely due to the LGD parameter, which raised REA for credit
risk by SEK 16.3bn mainly because of an update of the LGD model
forlarge corporatesin the third quarter. PD migrations to corpo-
rate exposuresincreased REA for credit risk by an additional SEK
7.2bn. Moreaver, increased exposures including foreign exchange
effectsraised REA for credit risk of SEK 6.4bn, mainly through
higher other assets. Counterparty credit risk increased REA for
credit risk by SEK 4.0bn mainly due to increased corporate expo-
sures. The mortgage floor increased REA by SEK 12.3bn.

The quarterly review of additional REA for article 3 of the
Capital Requirements Regulation (CRR) resulted inanincrease in
REA of SEK 10.8bn, mainly due to probability of defaultin the
model for large corporates.

REA for market risk increased by SEK 1.0bn and REA for credit
value adjustments (CVA) decreased by SEK 0.3bnin 2020. REA for
operational riskincreased by SEK 5.0bn in 2020 due to increased
income.

Other events

On13January, it wasannounced that Erik Ljungberg had been
recruited as the new head of Group Communications and would
take up his positionin]uly.

On 14 March, it was announced that Rolf Marquardt had been
recruited as the new Chief Risk Officer and would take up his posi-
tionin October.

On 20 March, Swedbank announced that the Annual General
Meeting scheduled for 26 March had been postponed until 28 May
due to the pandemic.

On 23 March, the Board of Directors decided to unilaterally
cancel the severance agreement with former CEO Birgitte Bon-
nesen against the backdrop of the information presentedin the
investigations conducted by the Swedish and Estonian FSAs and
theinternational law firm Clifford Chance.

Swedbank decided to review strategic alternatives forits mer-
chant payment business (Swedbank Pay and Payex operations),
with the objective of optimising the offering forits customers as
well as creating value for Swedbank’s shareholders. Thereis no

definitive timetable to complete this review and no decision has
beentaken onany particular alternative. Itis also not certain that
any alternative will be undertaken.

On 2 April,Mattias Persson was recruited as Chief Economist
and Global Head of Macro Research. He began hisnew rolein
September.

0On 11 May, LizaJonson, CEO of Swedbank Robur, was named
Chair of the Swedish Investment Fund Association, which has
47 member companies that together manage about S0 per cent
of all fund savings in Sweden.

The Annual General Meeting on 28 May elected Bo Bengtsson,
Goran Bengtsson, Hans Eckerstrom, Bengt Erik Lindgren and
Biljana Pehrsson as new members and re-elected Kerstin
Hermansson, Josefin Lindstrand, Bo Magnusson, Anna Mossberg
and Goran Persson. The Annual General Meeting elected Goran
Persson as Chair of the Board of Directors. Discharge of liability
for 2019 was granted to the members of the Board of Directors
and the CEOs, with the exception of former CEQ Birgitte
Bonnesen, who was not discharged. Shareholders representing
more than 10 percent of all sharesin the bank also voted against
discharge of liability for the previous Chairs of the Board Lars
Idermark and Ulrika Francke. The Board of Directors proposed that
adecision on the dividend not be made at the Annual General
Meeting, butinstead when the consequences of Covid-19 are
clearer.

On9July, it was announced that Charlotte Rydin would
become the new Chief Legal Officer and Head of Group Legal and
thatJon Lidefelt would become the Head of Baltic Banking. Jon
Lidefelt had served as acting Head of Baltic Banking since the
startof the year.

0On 17uly,it was announced that Gregori Karamouzis would
become Head of Group Treasury and that Annie Ho was appointed
Head of Investor Relations. Gregori Karamouzis was formerly
Head of Investor Relations.

On 18 September, Swedbank received notification from the
Swedish FSA that the authority isinvestigating Swedbank for
suspected breaches of the regulation on market abuse. Theinves-
tigation encompasses the period 20 September 2018 until 20
February 2019 and pertains todisclosure of insider information

2020 excl.
Income statement, SEKm 2020 administrative fine 2019
Netinterestincome 26853 26853 25989
Net commissionincome 12770 12770 12984
Net gains and losses on financial items 2655 2655 3629
Share of profitorloss of associates 582 582 822
Otherincome! 2816 2816 2536
Totalincome 45676 45676 45960
Total expenses 24560 20560 19984
whereof administrative fine 4000
Impairments 4336 4336 1556
Operating profit 16780 20780 24420
Tax expense 3851 3851 4711
Profit for the year attributable to the shareholders of Swedbank AB 12929 16929 19697
Returnonequity 8.9 114 14.7
Cost/Incomeratio 0.54 0.45 043

1)Otherincomein the table above includes the items Net insurance and Other income from the Group income statement.
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and the obligation to establish aninsider list (articles 17 and 18) in
connection with the disclosure of suspected money laundering
within the company.

In September, additional steps were taken to transition to
more sustainable funds. Among other things, Robur ensured that
its Access Edge funds are managed in line with the Paris Agree-
ment. In addition, Robur's Ravarufond was converted to a new
themed fund focusing on solar, wind and energy transition.

On 5 October, it was announced that Swedbank’s Annual
General Meeting will be held on Thursday, 25 March 2021.

InNovember, Swedbank announced that it had qualified for
the Dow Jones Sustainability Index 2020, one of the world’s most
influential sustainability indices. Each year the index ranks the
world’s most sustainable companies and being selected is proof
of Swedbank’s consistent and effective work in terms of environ-
mental,economic and social criteria.

InNovember and December respectively, Swedbank’s Board of
Directors approved a new risk policy and new risk appetite policy
that are better adapted to Swedbank’s specific needs, and which
clarify the connection between therisk strategy and the bank’s
overarching targets and strategy. Risk management and the
desiredrisk culture have been clarified as well. A new risk taxon-
omy and low risk appetite have been established, which means
among other things that risk-taking will be related to customersin
Swedbank’s four home markets, including the other Nordic coun-
tries where the bank has operations.

In December, Swedbank’s Board of Directors approved
arevised strategic direction for the bank, which is describedin
detail on pages 7-S.

Events after 31December 2020
On 15January, it was announced that Bjorn Meltzer had been
appointed acting head of the business area Large Corporates
&Institutions. Bjorn Meltzer had until then been CFO of Large
Corporates &Institutions. The recruitment of a permanent head
has begun.

On 15February, Swedbank held an Extraordinary General
Meeting to decide onadividend for the financial year 2019 of
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SEK 4.35 per share. The dividend corresponds to approximately
25 percent of profit for the financial year 2018.

On 28January, the Estonian FSA announced that it had
assessed the final report on measures regarding AML/CTF that
Swedbank AS submitted on 19 November 2020. The Estonian
FSA considers the measures taken to be sufficient and it has no
furtherremarks. Inits assessment, the Estonian FSA also took
intoaccount the action plan for development presented by Swed-
bank. The supervision of Swedbank’s continued work in the AML/
CTFarea will thus take place within the framework of regular
supervisory work.

On 1February 2021, it wasannounced that Swedbank’s Board
of Directors had decided to establish a Baltic subsidiary in the form
of a holding company headquarteredin Riga, where ownership of
the current subsidiary banks in Estonia, Latvia and Lithuania will
be placed. The measures, which are a result of the corporate gov-
ernance evaluation, strengthen both Swedbank’s internal gov-
ernance and the Baltic subsidiary banks. The decision will not
resultinany changes for the bank’s customersinits home markets
of Estonia, Latvia, Lithuania and Sweden.

The Board of Directors decided on 25 February not tofile
claims against the former CEOs and board members for the time
they were employed in the financial year 2019. The likelihood of
success was considered extremely low.

In 2020, Swedbank updatedits strategic direction and placed
sustainability at the core of its business strategy. Consequently,
the bank has decided to prohibit all new financing for unconven-
tional fossil fuels: shale oil and gas, Arctic oil and gas, and oil sands.
Nor will we grant new financing for the prospecting of new oil and
gas fields, unless the company can supply and demonstrate a tran-
sition plan forits entire value chain that aligns with the Paris
Agreement.

Sustainability report

Swedbank’s sustainability report is prepared in accordance with
the requirements of the Annual Accounts Act (chapter 6, para-
graph 12)onsustainability reporting. The scope is defined on
pages200and 236.

Swedbank Annual and Sustainability Report 2020
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Swedish Banking

Sweden is Swedbank’s largest market, with around 4 million
private customersand over 250 000 corporate customers. This
makes Swedbank Sweden’s largest bank by number of customers.
Through digital channels, the Telephone Bank and our branches,
and through the cooperation with the savings banks and fran-
chisees, we are always available. Swedbank is part of the local
community. Branch managers have a strong mandate toactin
their local communities. The bank’s presence and engagement
are expressed in various ways. A project called “YoungJabs”,
which has created thousands of trainee positions for young
people, has played animportant partinrecent years. Swedbank
has 159 branchesin Sweden.

Result 2020
Profitdecreased to SEK 12 439m (13 685), mainly due to higher
expenses and creditimpairments.

Netinterestincome was stable at SEK 16 276m (16 254).
Higher average market interest rates positively affected deposit
margins, but were offset by lower lending margins.

Net commission income increased to SEK 7 922m (7 854).
Higherincome from asset management and securities trading
was offset by lower card commissions.

Otherincome decreased mainly due to a one-off effectin the
fourth quarter 2019 when Entercard divested a credit portfolio.
Expensesincreased by 9 per cent to SEK 10035m (9 236),

mainly due toincreased expenses related to compliance.

Creditimpairments for the full-year amounted to SEK 664m
(154)and were aresult of negativerisk class changes in pandemic-
affected industries as well as experienced credit judgments due
tothe uncertainty surrounding future economicimpacts
of Covid-18.

Swedbank Annual and Sustainability Report 2020

Condensed income statement, SEKm 2020 2019
Netinterestincome 16276 16254
Net commissionincome 7922 7854
Net gains and losses on financial items 351 433
Otherincome 1596 1816
Totalincome 26145 26357
Staff costs 3127 2998
Other expenses 6908 6238
Total expenses 10035 9236
Profit before impairments 16110 17121
Impairments 664 154
Profit before tax 15446 16967
Tax expense and non-controlling interests 3007 3270
Profit for the year attributable to:

Shareholders in Swedbank AB 12439 13685
Business volumes, SEKbn

Lending! 1211 1196
Deposits* 646 571
Key ratios

Returnonallocated equity, % 18.5 21.2
Cost/incomeratio 0.38 035
Creditimpairmentratio?, % 0.06 0.01
Full-time employees 3991 3644

1) Excluding Swedish National Debt Office and repurchase agreements.

2) For more information about the creditimpairment ratio see page 43 of the Fact book.
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Baltic Banking

Swedbank is the largest bank by number of customers in Estonia,
Latviaand Lithuania, with around 3.2 million private customers
and around 300 000 corporate customers. According to surveys,
Swedbank s also the most loved brand in the Baltic countries.
Through digital channels (Telephone Bank, Internet Bank and
Mobile Bank) and branches, the bank is always available. Swed-
bankis part of the local community. Its local social engagement is
expressedinmany ways, withinitiatives to promote education,
entrepreneurship and social welfare. Swedbank has 18 branches
in Estonia, 22 inLatviaand 42 in Lithuania.

Result 2020

Profitdecreased to SEK4 326m (4 916), mainly due toincreased
expenses, lowerincome and higher creditimpairments. Foreign
exchange effects reduced profit by SEK 35m.

Netinterestincomeincreased by 3 per centinlocal currency,
mainly due toincreased lending volumes. Foreign exchange
effectsreduced netinterestincome by SEK 40m.

Lendingincreased by 2 per centin local currency. Household
lendingincreased by 6 per cent at the same time that corporate
lending decreased by 4 per cent. Foreign exchange effects
reduced lending growth by SEK 6.8bn.

Depositsincreased by 22 per centinlocal currency. Deposits
increased in all markets. Foreign exchange effects reduced
deposits by SEK 10.6bn.

Net commission income decreased by 7 per centinlocal cur-
rency, mainly due to lower income from cards and asset manage-
ment. Changing consumption patterns and lower management
feesexplainthe decrease.

Net gains and losses on financial items decreased by 14 per
centinlocal currency, largely due to higher unrealised losses in
the asset management and insurance businesses.

Otherincome decreased by 2 per centinlocal currency due to
positive valuation effectsin 2019 which were not repeatedin
2020. At the same time, the insurance operations reported an
improved result.

Expensesincreased by 5 per centinlocal currency, mainly due
tohigher staff costs and expenses related to AML work as well
asincreased expenses for risk management and compliance.
Expensesandinvestmentsindigital solutionsincreased as well.

Creditimpairments for the full-year amounted to SEK 237m
(3)and were mainly explained by experienced credit judgments
due to the uncertainty surrounding future economicimpacts
of Covid-18.
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Condensed income statement, SEKm 2020 2019
Netinterestincome 5354 5232
Net commissionincome 2430 2627
Net gains and losses on financial items 337 396
Otherincome 876 899
Totalincome 8997 9154
Staff costs 1239 1161
Other expenses 2324 2250
Total expenses 3563 3411
Profit before impairments 5434 5743
Impairments 239 11
Profit before tax 5195 5732
Tax expense and non-controlling interests 869 816
Profit for the year attributable to:

Shareholders in Swedbank AB 4326 4916
Business volumes, SEKbn

Lending! 182 186
Deposits* 284 241
Key ratios

Returnonallocated equity, % 17.5 19.6
Cost/incomeratio 0.40 037
Creditimpairmentratio?, % 0.12 0.00
Full-time employees 3769 3689

1) Excluding Swedish National Debt Office and repurchase agreements.
2) For more information about the creditimpairment ratio see page 43 of the Fact book.
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Large Corporates & Institutions

Large Corporates & Institutionsis respaonsible for Swedbank’s
offering to clients with revenues above SEK 2 billion and those
whose needs are considered complex due to multinational opera-
tions or aneed for advanced financing solutions. They are also
responsible for developing corporate and capital market products
for other parts of the bank and the Swedish savings banks. Large
Corporates & Institutions works closely with clients, who receive
advice on decisions that create long-term profitability and sus-
tainable growth. Large Corporates & Institutionsis represented
inSweden, Norway, Estonia, Latvia, Lithuania, Finland, Denmark,
China, the US and South Africa

Result 2020
Profitdecreased to SEK1 026m (2 251)due to higher credit
impairments.

Netinterestincomeincreased by 2 per centto SEK 3834m
(3 769), mainly due to a lower resolution fee and higher deposit
volumes.

Net commissionincomeincreased by 1 per cent to SEK2436m
(2411).Higher advisory commissions from stock market related
deals and higher lending commissions contributed to the increase.
Income from card acquiring decreased due to lower transaction
volumes in the wake of Covid-19.

Net gains and losses on financial items decreased to SEK
1897m (2 085). Increasedincome from strong underlying client-
driven trading and risk management was offset by revaluations of
bond holdingsin the trading book as well as derivative valuation
adjustments (CVA/DVA) due to the market concerns that have
arisen in connection with the pandemic.

Total expensesincreased by 1 per cent to SEK4 103m (4 052),
partly duetoanincreased number of employees.

Creditimpairments for the full-yearamounted to SEK 3425m
(1312),driven by increased individual provisions for a few oil-
related counterparties, negative risk class changes in pandemic-
affected industries, and experienced credit adjustments due
tothe uncertainty surrounding the future economicimpacts
of Covid-18.
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Condensed income statement, SEKm 2020 2019
Netinterestincome 3834 3769
Net commissionincome 2436 2411
Net gains and losses on financial items 1897 2085
Otherincome 116 111
Totalincome 8283 8376
Staff costs 2426 2372
Other expenses 1677 1680
Total expenses 4103 4052
Profit before impairments 4180 4324
Impairments 3425 1391
Profit before tax 755 2933
Tax expense and non-controlling interests -271 682
Profit for the year attributable to:

Shareholders in Swedbank AB 1026 2251
Business volumes, SEKbn

Lending! 223 223
Deposits* 200 142
Key ratios

Returnonallocated equity, % 3.2 8.3
Cost/incomeratio 0.50 0.48
Creditimpairmentratio?, % 1.16 0.47
Full-time employees 2385 2273

1) Excluding Swedish National Debt Office and repurchase agreements.
2) For more information about the creditimpairment ratio see page 43 of the Fact book.



35

BOARD OF DIRECTORS' REPORT
Group functions & Other

Group functions & Other

Group Functions & Other consists of central business support
unitsand the client advisory unit Group Financial Products &
Advice. The central units serve as strategic and administrative
supportand comprise Accounting & Finance, Communication,

Risk, Digital banking &IT, Compliance, Public Affairs,HR and Legal.

Group Treasury isresponsible for the bank’s funding, liquidity and
capital planning. Group Treasury sets the pricesonall internal
deposit and loan flows in the Group throughinternal interest
rates, where the mostimportant parameters are maturity,
interest fixing period, currency, and need for liquidity reserves.

Result 2020
Profitdecreased to SEK-4862m (-1 155), largely due to the
Swedish FSA's administrative fine.
Netinterestincomeincreased to SEK1417m(735). Group
Treasury’snetinterestincomeincreased to SEK 1 573m (875),
mainly due to lower funding costs, effects from the bank’s inter-
nal pricing model, and a one-off effect that raised netinterest
income by SEK 103min the second quarter 2020.
Net gains and losses on financial items decreased to SEK 71m

(716).Net gains and losses on financial items within Group Treasury

decreased to SEK 3m (695), mainly due to lower appreciation of
the shareholdingsin Visaand Enentoin the year. The holdingin
Visawas hedged in the second quarter and the holdingin Enento
wasdivestedin the third quarter.

Expensesincreased to SEK 7 029m (3 440), mainly due to the
Swedish FSA’'s administrative fine and higher staff costs. The
increase was largely offset by one-off expenses for retroactive
VAT and fraudin 2019. Consulting expenses to manage money
laundering related investigations totalled SEK852m (1 104).
Staff costsincreased due to annual salary increases and a higher
number of employees.

Condensed income statement, SEKm 2020 2019
Netinterestincome 1417 735
Net commissionincome -137 -13
Net gains and losses on financial items 71 716
Otherincome 1070 790
Totalincome 2421 2228
Staff costs 5095 4589
Other expenses 1934 -1149
Total expenses 7029 3440
Profit before impairments -4608 -1212
Impairments 8

Profit before tax -4616 -1212
Tax expense and non-controllinginterests 246 -57
Profit for the year attributable to:

Shareholders in Swedbank AB -4862 -1155
Full-time employees 6068 5612
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13 January

Erik Ljungberg recruited as Head

of Group Communications and
Sustainability

Erik Ljungberg took up his positioninJuly andis
responsible for branding, marketing and sustainability
issues,Heis alsoa member of the Group Executive
Committee.

Swedbank notified OFAC of potential
sanction violations

Swedbank presented areport onanumber of
transactions tothe U.S. Treasury’s Office for Foreign
Assets Control (OFAC) for furtherinvestigation.

Rolf Marquardt recruited

as Chief Risk Officer

Rolf Marguardt took up his position in October and
isamember of the Group Executive Committee.

Estonian FSA’s precept announced

The precept demanded that Swedbank AS (Estland)
take measures to strengthen AML processes and
routines.

Swedish FSA announced

administrative fine

Swedbank was warned and received an administrative
fine of SEK 4bn for serious shortcomings in AML work.

Clifford Chance presented its report
Theinternational law firm Clifford Chance presented
theresults of its investigation of the bank’s AML work
conducted at the behest of Swedbank’s Board of
Directors.

A sampling of important events in 2020:

Swedbank’s Annual General
Meeting held

BoBengtsson, Goran Bengtsson, Hans Eckerstrom,
Bengt Erik Lindgren and Biljana Pehrsson were elected
asnew members of the Board of Directors.

GOran Persson was re-elected by the AGM as Chair
of the Board. At the subsequent statutory meeting,
BoMagnusson was appointed as Deputy Chair.

Management changes
Charlotte Rydin was recruited as Chief Legal Officer
and took up her positioninjanuary 2021.

Jon Lidefelt was appointed Head of Baltic Banking and
took up his position on 1 August 2020. He had been
Acting Head of Baltic Banking since the start of 2019.

18 September

Swedish FSA announcedit is
investigating suspected breaches
of the regulation on market abuse

19 November

Swedbank submitted its final report

to the Estonian FSA
Swedbank AS (Estonia) submitted its final report
describing the actions taken to comply with the
precept of the Estonian Financial Supervision and
Resolution Authority (EFSA)issued on 18 March 2020.
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‘ ‘ The Board of Directors s firmly convinced that
thorough and intelligent corporate governance

processes are critical to ensuring an environment with
efficient oversight and clear accountability. They are also
fundamental to a corporate culture based on integrity.

Akey elementin the Board's ongoing efforts to main-
tain confidence in the bank is to make sure such processes
arein place.

For thisreason, a new Board committee was estab-
lished to focus on corporate governance.”

Goran Persson
Chair

Swedbank Annual and Sustainability Report2020
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Corporate Governance Report 2020

Swedbank plays an important role in society as a bank for the many households

and businesses. The bank has a strong foundation in the savings bank movement
and in the countries where it is active. Swedbank promotes a sound and sustainable
financial situation for our customers and shareholders as well as society as a whole.
This requires confidence in the financial system and in the banks, which makes a cor-
porate governance model with clearly defined responsibilities and efficient internal
governance and control, risk management and compliance fundamental. In addition,
itis imperative that a sound risk culture is maintained.

In 2020, Swedbank’s highest priority was to retain and protect
the trust of customers, shareholders and society in the bank.
Acomprehensive action plan was established to remedy the
shortcomingsin anti-money laundering and counter-terrorist
financing (collectively referred to “financial crime”) that were
identifiedin 2019. During the year, the bank significantly
expanded its resources and invested inimproved routines, pro-
cesses and system support to strengthen the bank’s ability to
identify and mitigate financial crime. Swedbank has evaluated and
reinforced the corporate governance model and framework to
ensure that the modelis suitable with efficient governance, con-
troland risk management across the entire Group. Additionally,
the evaluation was conducted to ensure that the subsidiaries
have efficient and suitable internal control and risk management.
A Compliance Transformation Program has been implemented by
the bank’s compliance function. The purpose of the program has
beentoimprove and strengthen how the compliance function
works and proactively ensure that compliance and regulatory
requirements are met. The bank has also assessed the internal
corporate culture and how it can be improved. Taken together,
these measures better equip Swedbank to combat financial crime,
butthey are also essential torun asuccessful businessinabetter,
more efficient and more sustainable way.

Importance of corporate governance

Sound corporate governance means that the Group, on the basis
of Swedbank’s strategies, goals and values, is governed as sus-
tainably, efficiently and responsibly as possible. This isimportant
toretain the trust of Swedbank’s shareholders, customers,
employees and other stakeholders, and to ensure efficient and
sound risk management and internal steering and control. Sound
corporate governance also contributes to efficient and transpar-
entinternal and externalinformation disclosure. Decision-making
processes shall be simple and transparent with clear lines of
responsibility. There must be clear rules and routines to manage
conflicts of interest and efficient tools for internal steering, risk
management and control. The corporate culture shall be charac-
terised by transparency, integrity, compliance and risk awareness.
Swedbank’s values provide a foundation for decision-making on
adaily basis and for employees’ daily work.

Swedbank Annual and Sustainability Report 2020

Regulations

Swedbank is a Swedish public banking company listed on Nasdaq

Stockholm and will comply with the following regulations:

¢ Swedish Companies Act

* Bankingand Financing Business Act

¢ Securities Market Act

¢ Market Abuse Act

¢ Annual Accounts Act

» Nasdag Stockholm Rules for Issuers

¢ Swedish Code of Corporate Governance

* Rulesand guidelines of the Swedish Financial Supervisory
Authority and other authorities

The bankalso follows alarge number of regulations adopted

attheEUlevel,including:

¢ The Capital Requirements Regulation (“CRR") of the European
Parliament and of the Council

¢ The Market Abuse Regulation (“MAR”) of the European
Parliament and of the Council

¢ The General Data Protection Regulation (“GDPR”") of the
European Parliament and of the Council

¢ TheEBA's guidelines oninternal governance (“GL 11")

¢ TheEBA's guidelines on outsourcing

¢ The ESMAandEBA’s guidelines on the assessment of suitability
of members of the management body and key function holders
(“GL12")

Inrecent years, regulations have become more extensive and
detailed. Taken together, this requires that a greater effortis
required from the bank to ensure that it lives up to all relevant reg-
ulations. Laws and regulations that apply to Swedbank are imple-
mented through the Group’s owninternal regulations. Through
theinternaland external regulations, responsibility for steering,
risk management and control, and monitoring the operations is
divided between the shareholders, the Board and the CEO. Certain
of theinternal regulations that are adopted by the Board include
the following overarching policies:
¢ Governance Policy
¢ Rulesof procedure for the Board and instructions for the
Board's committees
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¢ Internal Audit Policy

¢ Instruction forthe CEO

e Group’s Enterprise Risk Management (ERM) Policy and Policy
for Operational Risks

e Creditpolicy

¢ Policy andInstruction on Anti-Money Laundering
and Counter-Terrorist Financing

¢ Remuneration Palicy

e Compliance Palicy

* RiskPalicy

¢ Code of Conduct and Policy for managing conflicts of interest

¢ Anti-corruption Policy

¢ Policy on gender equality, diversity and inclusion

 Sustainability Policy and Environmental Policy

¢ Policy for Financial Reporting

CORPORATE GOVERNANCE REPORT

No non-compliance with the Swedish Corporate Governance Code
(the Code) or therules of the stock exchange (NASDAQ OMX
Stockholm) were reportedin 2020.

The Swedbank Group consists of the parent company, Swed-
bank AB (publ), and several subsidiaries, including the subsidiary
banksin the Baltic countries, Swedbank Robur, Swedbank Mort-
gage and Swedbank Insurance. Board members of subsidiaries are
appointed and evaluated through aninternal nomination process.

The Groupis governed through a matrix organisation that
complementsits legal structure. The organisational structure
ensures that the bank can continuously exercise oversight and
control,ensure good internal reporting and maintain control over
therisks that the Groupis or can be exposed to. The matrix organ-
isation also facilitates efficient collaboration within the Group and
ensures that operations are carried out efficiently. The bank’s
governance model sets out the division of responsibilities within
the Group, with mandates and role descriptions designed to

Theillustration below shows the formal corporate governance structure.
The number of each box refers to the corresponding numbered section in the corporate governance report.

External Auditors S
(6 —

Shareholders and General Meeting

Nomination
Committee

%
s

The Board of Directors 3

%

The Audit Committee
The Audit Committee’s pur-
poseis toidentify any defi-
cienciesinroutinesand the
organisationintermsof gov-
ernance, risk management
and control in addition to
reviewing the work of the
internaland external auditors
toensure thatit has been
conducted effectively,impar-
tially and satisfactorily. Deci-
sions are taken by the Board.

Il

Internal Audit e

Chief Audit Executive

Remuneration
Committee

The Remuneration Commit-
tee verifies that remunera-
tionsystemsin the bank gen-
erally conformtoeffective
riskmanagementandare
designedtoreduce therisk of
excessive risk-taking. Deci-
sions are taken by the Board.

CEO & President of the Group 4

LT

The Risk and Capital
Committee

TheRiskand Capital Commit-
tee supportsthe Boardin
ensuring thatroutinesarein
placetoidentify and define
risks relating to business
activities as well as to meas-
ureand control risk-taking
and assessing its capital
requirements. Decisions are
taken by the Board.

The Governance
Committee

The Governance Committee
assists the Board in fulfilling
itsoversight responsibilities
inrelationtothe overall
approach to corporate gov-
ernance of the Bank and its
subsidiaries. Decisions are
taken by the Board.

Group Risk
—> ChiefRisk Officer

Compliancefunktionen
Chief Compliance

; &— Elects/Appoints
Officer

&—— Reportsto/Informs/
Recommends
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createaclear and transparent division of functions and areas
of responsibility.

In 2020, areview was conducted of the bank’s corporate gov-
ernance model, the purpose of which was to ensure that the bank
has an efficient and satisfactory model that is clear, consistent
and aligned with current corporate governance principles. An
evaluation of the boards, committee structures and executive
managements of the Baltic subsidiaries has been conducted, in
addition to how the bank handles potential conflicts between
laws and regulations on steering and control in Sweden and the
Baltic countries. The review resulted inamong other things
updates to several key policy documents within the Group that
clarify the division of responsibilities, roles and reporting lines.
Furthermore, the bank’s overarching risk framework has been
revised. The bank has alsoimproved the process for communicat-
ing and monitoring implementation of the Group’s internal rules
by the subsidiaries. The bank willin addition provide trainingin
2021 on corporate governance matters for decision makersin
the organisation.

o Shareholders and general meetings

The shareholders exercise their influence through participa-
tionin the general meeting. According to the bank’s Articles
of Assaciation, the Annual General Meeting (AGM) shall be
held before the end of April, or under special circumstances
not later than 30 June. Resolutions by the AGM are made by
acclamation or voting. Swedbank has only one class of
shares, ordinary shares, also called A shares. The shares
carry one vote each.

The AGM’sresolutionsinclude:

¢ Election of the Board of Directors and remuneration for
Board members, including for committee work

* Discharge from liability for Board members and the CEO

¢ Amendments to the Articles of Association

¢ Election of the Auditor

¢ Adoption of theincome statement and balance sheet

¢ Disposition of the bank’s profit orloss

¢ Remuneration principles and guidelines for the CEQ and
certainother senior executives

Annual General Meeting 2020

The 2020 AGM was held later than planned due to the Covid-19
pandemic. The AGM was held on 28 May in Stockholm. A total of
873 shareholders (of whom fewer than 50 attended in person),
representing about 56 per cent of the votesin the bank, were
represented at the AGM. At the time of the AGM, there was a
major risk that the novel coronavirus would spread and a number
of precautions were taken. Among other things, shareholders
were given the option of voting by mail and following the pro-
ceedings through an electronic link. The Board members who
were nominated for re-election and new members followed the
meeting digitally, as did the Group Executive Committee. The
Chief Auditor attended the AGM, however. A board quorum
was present.
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Among the 2020 AGM resolutions were as follows:

¢ Adoptionofthe annual report

¢ Thatthetotal profit at the disposal of the AGM, shall be carried
forward. In connection with this decision, the Chair of the AGM
announced that when the impacts of the pandemic are better
understood, the Board, if conditions are appropriate, intends to
callan Extraordinary General Meeting so that the shareholders
can then take up theissue of a dividend

¢ Thenumber of Board members shall be ten. Five Board
Members were re-elected and five new members were elected

* (Goran Persson was elected as the Chair

¢ Remuneration to the Board members and the Auditor

¢ Acquisition of own shares to facilitate the bank’s securities
operations and authorisation of the Board to resolve on acqui-
sition of own shares to adjust the bank’s capital structure to
prevailing capital requirements

¢ Remuneration guidelines for top executives

¢ Group-level performance- and share-based remuneration pro-
grammes for 2020. As aresult of thisand previously approved
programmes, it was resolved to transfer ordinary shares (or
other financialinstruments in the bank) to employees covered
by the programmes

¢ Principles for appointing the Nomination Committee

¢ Discharge of liability was granted to the members of the Board
of Directors. More than half of the votes cast voted to discharge
Board members Lars Idermark and Ulrika Francke from liability,
but shareholders representing more than 10 percent of all
sharesin the company voted against discharge of liability

¢ Former CEQ Birgitte Bonnesen was not discharged from
liability for the period ending 28 March 2019

¢ Former Acting CEO Anders Karlsson was discharged from
liability for the period 28 March 2019to 1 October 2019

¢ CEQJensHenriksson was discharged from liability as of
10October2019

Discharge from liability is granted if shareholders at the AGM rep-
resenting a majority of the votes vote in favour of discharge from
liability. If the AGM decides to grant adischarge from liability, it
generally means that a claim for damages for the bank may not be
brought against the persons discharged from liability. A claim for
damages for the bank may still be brought, however, if sharehold-
ersrepresenting more than 10 per cent of all shares in the bank
vote againstadischarge from liability even though the majority of
votes at the AGM were cast for adischarge from liability. The claim
for damages shallin such case be brought within one year of the
AGM.Ifinformation has been provided to the general meetingin
the annualreport, the auditors’ report or otherwise, ina way that
cannot materially be deemed as accurate and complete, the dead-
line can be extended, though for nolonger than five years from
the conclusion of the financial year in question. A decision on dis-
charge from liability does not prevent shareholders from bringing
aclaimintheir own name on their own behalf*.

The Board of Directorsis the highest decision-making body
after the AGM, and the highest executive body within the bank.
In addition to appointing the Board, Swedbank’'s AGM decides
whethertodischarge the Board and CEQ from liability for the
financial period covered in the accounting documents presented
tothe AGM. This means that the AGM will decide whether to
discharge the Board and CEQ from liability.

*Formore information regarding filing of claims see Events after 31 December 2020 page 31.
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e Nomination Committee

The AGM adopted the instruction for the Nomination Com-
mittee’s work prior to the 2021 AGM, which among other
things states that the Board shall at all times be composed
of members with diversity and breadth in terms of compe-
tence, experience and background. Gender parity is encour-
aged over time. The bank’s operations, stage of develop-
ment and future direction should be taken into account. It is
important that the Board has the support of shareholders,
at the same time that it has to be independent in relation to
the bank, the executive management and the bank’s major
shareholders.

The 2020 AGM decided on the principles for the appointment of
the Nomination Committee prior to the 2021 AGM. They include
that the committee comprise six members, including representa-
tives of the five largest shareholders as of 31 August 2020, on the
conditionthat they wish to appoint a member. Theright to appoint
amember otherwise goes to the next largest shareholder. The
Chair of the Board is amember of the Nomination Committee. The
members of the Nomination Committee receive no remuneration.
As partof its work, the Nomination Committee has had a per-
sonal conversation with each Board member to ask for theirinput on
the Board's performance. The Chair of the Board was not present
during these conversations. Based on the Board evaluation, oral
statements and other information, the Nomination Committee has
discussed the Board’s composition, which competencies shall be rep-
resented in the Board and the Board's size. The Nomination Commit-
tee has conducted aninternal suitability assessment of the proposed
candidatesand among other things evaluated their experience,
competence, reputation, any conflicts of interest and suitability.
Duringits term, the Nomination Committee also:
¢ Takenpartofthe Chair'sandthe CEQ’s views on the bank’s
operations and the challenges that the bank faces in coming
years as well as the need for complementary competence on
the Board
¢ Reviewed competence needs and discussed the Board's
compositionin view of Swedbank’s strategies, future
challenges and the requirements of the Companies Act
¢ Considered the rules limiting the number of directorships
amember of a bank of Swedbank’s size may hold and whether
the candidates were able to devote sufficient time to the
Board's work
¢ Evaluates the candidates’independence and any conflicts
ofinterest
¢ Evaluatesthe collective knowledge and expertise of the Board

The current composition of the Nomination Committee prior to the
2021 AGM.

Member Representing

Lennart Haglund, Chair of the Sparbankernas Agareférening

Nomination Committee

YlvaWessén Folksam
Hans Sterte Alecta
Anders Oscarsson AMF and AMF Fonder

PeterKarlstrom Sparbanksstiftelserna

Swedbank AB (publ)

GOran Persson, Board
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e The Board of Directors

The Board of Directors has overarching responsibility for
Swedbank’s organisation, operations and management.
This is done sustainably with a focus on the customer and
sound risk taking to ensure the bank’s long-term survival
and to maintain trustin the bank.

The Board currently consists of ten members elected by the AGM
forone year.Italsoincludes twoemployee representatives and
two deputies. The Board meets the requirements of Swedish
Corporate Governance Code (the Code) with respect to its mem-
bers’independence. Allmembers except Goran Bengtsson and
BoBengtssonare considered independent in relation to the bank
and the executive management. Allmembers are considered inde-
pendentinrelation to the bank’s major shareholders. The current
genderdistributionis 40 per cent women and 60 per cent men.
The CEO, the CFO and the Company Secretary attend Board meet-
ings but are not members of the Board. The composition of the
Boardis presented on pages 50-53.

The Board’s obligations and division of responsibilities
The Board is the highest decision-making body after the AGM,
and the highest executive body. In accordance with its established
rules of procedure, the Board decides on goals, strategies, opera-
tional frameworks and the business plan. The Board appoints, dis-
misses and evaluates the CEO; verifies that efficient systems are
in place to monitor and control operations and that laws and regu-
lations are followed; and ensures transparent and accurate infor-
mation disclosures. The Board is also ultimately responsible for
ensuring that the bank has an efficient organisation and corpo-
rate governance.
The Board appoints/dismisses the heads of Group Risk, Group
Compliance and Group Internal Audit, and decides on their remu-
neration. Internal Audit is directly subordinate to the Board.
The Board is responsible for ensuring that operations are
organisedinaccordance with external and internal rules, so that
accounting, treasury, operational risks and the bank’s economic
conditions otherwise are managed satisfactorily.
The Chair of the Board has certain specific responsibilities,
whichinclude the following:
¢ Lead Board meetings and work and encouraging an openand
constructive discussion

¢ Ensurethatthe Board of Directorsis evaluated annually and
that Board membersreceive necessary training. Oversee the
CEO's work, serve as a sounding board and support to the CEO
and monitor that the Board's decisions and instructions are
implemented.

¢ Represent the bank onownership and other key matters with
investors and other stakeholders.

The Board's overarching responsibility cannot be delegated. The
Board has appointed committees, however, to monitor, prepare and
evaluate matters within specificareas for resolution by the Board.
See below. Inautumn 2019, the Board began a review of the Board
committees, which was completedin early 2020 and resultedin
among other things the establishment of anew committee, the
Governance Committee.

Swedbank Annual and Sustainability Report 2020



42

CORPORATE GOVERNANCE REPORT

Thedivision of responsibility between the Board, the Chair

of the Board and the CEQ is determined annually, amongst other
through the Board’s rules of procedure, the Governance Palicy
and theinstruction for the CEQ, among other things. In October
2020, an evaluation of the Board's performance was conducted.
Asummary of the results was presented to the Board and
Nomination Committee.

The Board’s work

In 2020, the Board held 23 meetings, five of which were per cap-

sulam. Alarge share of Board meetings have been digital due to

the pandemic. The Board was unanimousin its decisions, and no

dissenting opinions were noted on any matter during the year.

Potential conflicts of interest for Board members are reported at

each meeting and mean that the board member may not take part

indiscussions or decisions on the particular matter.

Important mattersin 2020 included:

¢ Annual plan for the Board's work and determination of
important areas that the Board will address

¢ Thebank’sstrategic plan with underlying strategies

e Measures toimprove customer satisfaction and restore
confidencein the bank

e Sustainability mattersin the bank’s operations
and Business Areas

¢ Astronger focusoncustomers and digital channels

¢ Cybersecurity and information security matters

e Corporate governance and other regulatory matters

» Mattersregarding financial crime

¢ Ongoingauthority investigations of historical events tied
to the Group’s work on prevention of financial crime

¢ Annual policy review

¢ Macroeconomic developments and theirimpact on the bank
and its limits and exposures

» (Capitaland liquidity matters with an emphasis on new
capitalrequirements

¢ Liguidity strategies and fundingissues

¢ Thecurrentrisk and capital situation, including the Internal
Capital Adequacy Assessment Process (ICAAP) and other
stresstests

» Creditdecisions where the Grou's total credit limit exceeds
acertainamount as well as limits for credit risk concentrations
andloans to certain bank officials/related party transactions

¢ Major ongoing projects within the bank

¢ Competitionand business intelligence

e Internal control

e Remuneration matters

* Dividend matters

e Successionplanning

In 2020, the Board also focused on the impact of Covid-19 on indi-

viduals, businesses and society as a whole, in Sweden and globally.

TheBoard received regular updates on the pandemic’s impacts,
including on the bank and its customers, and took the necessary
decisions to address them.
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The Board’s competence

Each year the Board establishes a training plan.In 2020, the Board
members received extended training in cybersecurity, capital ade-
quacy matters and financial control. The Board has also received
athorough presentation of the Markets in Financial Instruments
Directive (MiFID), the Insurance Distribution Directive (IDD), how
theseregulations have beenimplemented in the bank’s opera-
tions, the Market Abuse Regulation (MAR) and sustainability in
the financial sector.

New Board members have also attended introductory training
within-depthinformation on the bank’s organisation and opera-
tions, the control functions and the framework and model for cor-
porate governance. In addition, the Board usually holds an annual
board seminar with in-depth reviews of one or more areas.
Against the backdrop of Covid-19, the review in 2020 was held
virtually. The strategy day held in November 2020 covered an
in-depth sector analysis, strategic trend analysis, the bank’s
financial situation, and private and corporate strategy.

The Board’s Committees

The Board has appointed a number of committees to prepare
issues andfacilitate in-depth discussionsin certain areas. The
committees assist the Board by preparing board issues. The
Board’s committees, which have no decision-making power of
their own, instead recommend decisions to the Board. All commit-
tee minutes and all material prepared by the committeesis avail-
able tothe entire Board.

Governance Committee

The Governance Committee, which was established in
December 2018, assists the Board of Directors in monitoring
the bank’s governance model and processes and evaluating
whether they are efficient and appropriate and have been
established in the organisationin a way that ensures efficient
steering and control throughout the Group. The committee
also ensures that clear and consistent principles are applied
forreporting, escalation and division of responsibilities.

The Governance Committee was

established inresponse to the
Board of Directors’ requirement to fur-
therstrengthen the Group’s corporate
governance. The committee’s main
taskis toassist the Board in fulfilling
itsoversight role and responsibility as
regards the Group’s governance model
and processes for corporate govern-
ance andinternal control.”

Josefin Lindstrand, Chair
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Through the committee, more timeis allocated for detailed prepa-

rations of corporate governance matters, including recurring

reviews and evaluations of the Board’s overarching corporate

governance principles as well as internal control and monitoring of

theimplementation of the Group’sinternal rules by the subsidiaries.

The committee also monitors and coordinates regulators’ investi-

gations with anoverallimpact on the Group’s operations.

The Governance Committee’s work includes:

¢ Monitorand evaluate that the Group’sinternal rules on corpo-
rate governance are aligned withindustry best practices and
that the bank’s core values and the rules have been implemen-
ted satisfactorily in the Group

¢ Monitor and evaluate that the corporate governance structure,
including the organisational structure, resultin a well-defined
chain of command and clear division of responsibilities

* Monitor developmentsin corporate governance, inform the
Board about material regulatory changes and new industry
practicesinregard to corporate governance, andissue recom-
mendations on revising the governance strategy

¢ Indialogue withrepresentatives of the Board's various com-
mittees, annually evaluate the Board's committee structure
andinstructions from a corporate governance perspective

* Monitor material changesin the organisational structure to
ensure that the Group complies with regulatory obligations
anditsinternal framework for corporate governance

¢ Monitor that the Group’s matrix organisation complements
thelegal structureinaway thatinvolves the use of expertise,
knowledge transfers and transparency (e.g. regarding
reporting and escalation) between subsidiaries and the parent
company, at the same time that specific legal requirements that
apply for eachlegal entity are observed

Members of the Governance Committee
Since the 2020 AGM

Josefin Lindstrand, Chair
BoBengtsson

Kerstin Hermansson
BoMagnusson

GOran Persson

Focusin 2020

Focusin 2020 was to oversee a comprehensive ongoing review
of the Group's structures for corporate governance and all related
processes, including the division of roles, responsibilities and prin-
ciplesforescalation, internal steering and control. In addition,
focus was onthe ongoinginvestigations of Swedbank’s historical
shortcomings in steering and control of measures against money
launderingin the bank’s Baltic subsidiaries. For more information,
see Swedbank’s sustainability report.
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Audit Committee

The Audit Committee, through its work and in consultation
with the external auditor, the head of Internal Audit, the CEO
and the Group Executive Committee, assists the Board by
reviewing the reliability and efficiency in the financial
reporting, identify potential weaknesses in the internal con-
trol of the financial reporting and ensure that the external
auditor conducts its work efficiently and impartially.

Itisthejobof the Audit Committee

tosupport the Board of Directors
in ensuring that the bank has sound
internal control and high-quality
financial reporting, which are basic
preconditions for well-functioning
steering and and a successful banking
business.”

Kerstin Hermansson, Chair

The Audit Committee’s work s to ensure that the bank’s CEO

establishes and maintains efficient routines for risk management

and steering and control of the Group’s financial reporting. These

routines must be designed to provide assurance with respect to

the financial reporting compliance and the suitability and effi-

ciency of the bank’s administrative processes and the protection

of its assets. The Audit Committee informs the Board of the

results of the external audit and how the audit has contributed to

thereliability of the financial reporting. Furthermore, the commit-

tee prepares recommendations that are approved by the Board

regarding shortcomings that have been observed in the internal

control and financial reporting. The majority of the members must

beindependentinrelation to the bank and its executive manage-

ment. At least one member must also be independentinrelation

to the bank’s major shareholders. At least one member must have

competence in accounting or auditing. The head of Internal Audit

isaco-opted member of the committee.

The work of the Audit Committee alsoincludes:

¢ Review and evaluate the Group’s financial reporting process

* Responsibility for the quality of the company’s reporting and
that thereporting meets current requirements

» Responsibility forensuring thatinterim and year-end reports
are audited or reviewed by the external auditor

¢ Meet the external auditoroneach reporting date

* Review and monitor the external auditor’s impartialness and
independence with particular attention if the auditor provides
other services than auditing

¢ Assistinthe establishment of proposals to the general meeting
onappointment of external auditor

 Evaluate the head of Internal Audit

¢ Review Internal Audit’s budget, policy, instruction and annual
planand recommend them for approval by the Board

* Review Internal Audit’s quarterly reports and suggested
improvements

¢ Monitor Internal Audit’s annual plan and strategic priorities

« Monitor the external auditor’s annual plan and discuss coordi-
nation between external audit andinternal audit and its view
of the Group’s risks

* Review of the committee’s areas of responsibility

Swedbank Annual and Sustainability Report 2020
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Focusin 2020

The Audit Committee’s focus in 2020 was to, on behalf of the
Board, monitor the financial reporting and internal control as well
asthe external audit anditsindependence. In 2020, a new Head of
Internal Audit was appointed, In addition, a decision was taken to
increase resources for Internal Audit. The committee hasin par-
ticular focused on monitoring observations made by the external-
andinternal audit’s and that there has been an efficient control of
the financial reporting.

Members of the Audit Committee:
Since the 2020 AGM

Kerstin Hermansson, Chair
BoBengtsson

GOran Bengtsson
BoMagnusson

Anna Mossberg

Risk and Capital Committee

TheRisk and Capital Committee supports the Board of Directors
inits work to ensure that routines are in place to identify and
definerisksrelating to business activities as well as to ensure
thatrisks are measured and monitored. The members of the
committee have special competence and experience working
with risk and capital matters as well as compliance.

2020 was anextraordinary year

fromarisk and compliance per-
spective. The committee’s work was
largely impacted by the Covid-19 pan-
demicandits effect on the bank’s risk
exposure, as well as the authorities’
criticism of the bank’s compliance,
whichresulted inamong other things
awarning and administrative fine from
the Swedish FSA.”

Bo Magnusson, Chair

The work of the Risk and Capital Committee also includes:

¢ Internal Capital Adequacy Assessment Process (ICAAP)
and the bank’s capitalisation

e Thebank’s credit limits and exposures

e Funding-related matters and strategies

¢ Monitor and follow-up on the reporting from the
Compliance function

* Review the Group's overall risk framework (ERM Policy)
and policy for Operating Risks

* Monitorand prepare the monthly risk report from Group Risk,
which amongst other contains areport on the Group'’s risks.
A more detailed description of the Group’s risks can be found
innote G3

¢ Monitorand prepare the Compliance function’s quarterly
report on the Group’s compliance risks and non-compliance.

* Monitor and prepare the Compliance and Risk functions’
annual plans
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Focusin2020

Animportant taskin 2020 was management of the Covid-19
pandemic’simpact on the bank’s risk exposure. Large focus

was also ondrafting a new risk framework for risk management,
Enterprise Risk Management Policy, which was adopted by the
Board of Directors in December. In addition, the committee
focused on the ongoing improvementsin the compliance area,
especially as regards financial crime.

Members of the Risk and Capital Committee:
Since the 2020 AGM

BoMagnusson, Chair
GOran Bengtsson
Bengt-Erik Lindgren
Josefin Lindstrand
GOran Persson

Remuneration Committee

The Board’s Remuneration Committee verifies that the
bank’s remuneration systems generally conform to efficient
risk management practices and legal requirements. Remu-
neration systems must comply with applicable rules, such

as the Swedish Corporate Governance Code (the Code),

the Swedish FSA’s guidelines and the European Banking
Authority’s guidelines for senior executives.

The committee’s members must have relevant practical experi-
ence regarding executive compensation, variable remuneration
and risk management. Moreover, the committee’'s members must
have the knowledge and experience of risk analysis necessary to
independently evaluate the suitability of the bank’s remuneration
Palicy. The members must be independentinrelation to the bank
and its executive management. Learn more about remuneration
at Swedbank furtherdownin the corporate governance report
andin G13.

The work of the Remuneration Committee includes:

» Salaries, pensions, variable remuneration and other benefits
for the Group Executive Committee in accordance with the
guidelines adopted by the AGM and the Head of Internal Audit

¢ TheBoard's proposal to the AGM regarding remuneration
guidelines for top executives

¢ Allocation and evaluation of the bank’s performance-
and share-based remuneration programmes and other
issues associated with the programmes.

¢ Swedbank’s Remuneration Palicy

« Decisions pursuant to or deviations from remuneration policies

¢ Annualreview and evaluation of the efficiency of the
remunerationinstructions

¢ Preparation and recommendation to the Board on
remuneration to consultants where total remuneration
exceeds acertainamount

¢ Review toensure that salary differences are not arbitrary

¢ Questions concerning the process for nomination of
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Membersinthe Remuneration Committee:

19June 2019 -28 May 2020 Since 28 May 2020

GOran Persson, Chair Goran Persson, Chair

Bodil Eriksson BoMagnusson
AnnaMossberg
Biljana Pehrsson

Hans Eckerstrém

BoMagnusson
Anna Mossberg

o President and CEO

The President and CEQ is responsible for managing the
bank’s day-to-day operations and is the officer ultimately
responsible for ensuring that the Board’s strategic direction
and that other decisions are implemented and followed by
the Business Areas and subsidiaries, and that risk manage-
ment, governance, IT systems, the organisation and
processes are satisfactory. The CEO represents the bank
externally on various matters, leads the work of the Group
Executive Committee and makes decisions after consulting
its members.

The CEO has the possibility to delegate duties to subordinates or
Group committees, although ultimate responsibility is retained by
the CEO. The committees donot have any collective decision-
making autharity;instead, decisions are made by the Chair of each
committee or escalated to the CEO. The Board’s view of the CEQ’s
special areas of responsibility is set out in,among other places, the
Board's corporate Governance Policy and instructions for the CEQ.
The CEQisresponsible for ensuring that the Board’s decisions,
policies and instructions are followed by the businesses and that
they are evaluated annually.

The CEQ establishes Group-wide rules oninternal control. To
supportinternal control, the CEQ has a number of monitoring units
withinthe Group, primarily Group Finance, Group Risk and Group
Compliance. Monitoringis performed regularly through written
reportsandin-depthreviews with the heads of the various Group
Functions and with the Business Areas. For more information, see
the Board of Directors’ report oninternal control of financial
reporting on page 49. The CEQ is also responsible for ensuring
that the Group has a strategy for competence management.

Group Executive Committee, other committees and forums
The Group Executive Committee (GEC)is the CEQ’s preparatory
decision forum and consisted until the yearend of 14 members.

The GEC consists of the Chief Executive Officer, the Heads of
the Business A The Group Executive Committee (GEC)is the CEQ’s
preparatory decision forum and consisted until the yearend of
14 members. reas Swedish Banking, Baltic Banking and Large
Corporates &Institutions, the Chief Financial Officer, the Chief
Credit Officer, the Heads of AntiFinancial Crime, Group Financial
Products and Advice, Digital Banking and IT, Group Risk, Group
Compliance, Group Human Resources and Infrastructure, Group
Communication and Sustainability, and Group Legal. The Head of
the Special Task Force is a co-opted member of the GEC. Alarge
number of the members have direct business responsibility and
the GECtherefore also plays animportantrole asaforumfor
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sharinginformation andideas. The GEC normally meets weekly.
Among the purposes of the weekly meetingsis toensure
auniformoverview and transparency in matters of importance
tothe bankand the Group.

The GECdrafts proposals for remuneration systems and
recommends variable remuneration for employees to the Board's
Remuneration Committee. The view is that remuneration shall be
individually based as far as possible and encourage employee
performance in line with Swedbank’s goals, strategy and vision.
Italso contributes to sound risk-taking.

The GECis complemented by the following committees: Group
Asset Allocation Committee (GAAC), Group Risk and Compliance
Committee (GRCC), Group Investment Committee (GIC), Swed-
bank Business Ethics Committee and Group Crisis Management
Team (GCMT).

GAACis led by the CFO. The purpose of GAACis amongst other
to consolidate financial steering of capital, liquidity, financing and
taxmattersas wellas governance matters.

The GRCCis led by the Head of Group Risk, who together with
the Head of Compliance, after consulting the other members of
the GRCC, issues recommendations to the Board and the CEQ.
The GRCC contributes to the strategic planning of the Group’s risk
appetite to ensure harmonisation from arisk perspective.

The GICis led by the CFO. The GIC plans and prioritises the
Group’s strategicinvestmentsand ensures that they conform
with the bank’s strategy.

The GCMT is led by the head of operational risks and is
convened as needed to manage crisis situations.

Similar committees to those mentioned above have also been
formed at other levels of the organisation.

Priority issues for the GEC in 2020

In 2020, the GEC addressed a number of matters, including

the following:

¢ Assisted our customers during the Covid-19 pandemic

e Ensured that the bank’s employees can work from home
as faras possible during the pandemic

 Evaluation of Swedbank’s culture

e Comprehensive action plantoimprove routines, system
supportand processes to prevent all types of financial crime

¢ Regulators’investigationson the bank’s work to prevent
financial crime

* Investments toincrease customer confidence and value

* Internal control and risk management, e.g. updated policies
forall of the Group’s risks

 (apitalandliquidity matters

¢ Investor meetings

e Sustainability matters, e.g. that Swedbank qualified
forthe Dow Jones Sustainability Indexin 2020

* Internaland external communicationin conjunction
with Swedbank’s 200th anniversary celebration

e FurtherworkwithIT development and security

¢ Articulate the bank’s strategicdirection

Internal control and risk management

The basis for efficient risk managementisastrong, shared risk
culture. The bank’s functions for internal control and risk manage-
ment are based on three lines of defence.

Swedbank Annual and Sustainability Report 2020
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First line of defence - risk management by business
operations

Thefirstline of defencereferstoallrisk management activities
carried out by the business operations within the Business Areas,
Product areas and Group Functions. The business operations
take, or are exposed to, risks and are responsible for continuous
and active risk management. The operations own the risks within
theirrespective area of responsibility and are also responsible
forensuring that structures forinternal control and reliable
processes are in place so that risks are identified, assessed, man-
aged, monitored, reported and kept within the boundaries of the
Group’srisk appetite and in accordance with the Risk Management
Framework. First line responsibilities alsoinclude establishing
arelevant governance structure to ensure compliance with exter-
naland internal requirements. Animportant part of the revised
Risk Management Framewaork has been to clarify thefirstline’s
ultimate risk management responsibility.

Second line of defence - independent control functions
The second line of defence refers to the independent control
functions, therisk organisation (Group Risk) and the compliance
organisation (Group Compliance). These functions define the risk
management framework, which covers all material risks within
the Group. The framework determines how risks are identified,
assessed, measured, managed, monitored and reported. The sec-
ond line of defence also monitors and assesses the efficiency of
therisk management processes and controls implemented by
relevant risk owners. The second line of defence challenges and
validates the first line’s risk management activities, controls and
analyses the Group’s material risks, and provides the CEQ and
the Board withindependent risk reporting.

The second line of defenceis organisationally independent
from first line and does not carry out operational activities in the
business or the unit they monitor and control.

Group Risk

Rolf Marquardt,
Chief Risk Officer

|

Swedbank has anindependent risk control function, Group Risk,
which works with the Group’s risk management. The Head of
GroupRiskisdirectly subordinate to the CEO and reports to the
CEO and the Board. Group Risk provides a halistic view of all risks,
isresponsible for the Group’s risk management framework, and
provides assurance to the Board and CEQ that the Group’s risk
management processes are adequate and sufficientin relation to
therisk appetite as set by the Board. Group Risk also guides and
supports the business operations todrive and maintain a strong
and sustainable risk culture. Group Risk prioritises resources to
the areas with the most significant risks.

TheBoard's Palicy on Enterprise Risk Management (ERM) and
Policy for Group Risk contains frameworks and describe roles and
responsibilities pertaining to risk management and control.

Swedbank Annual and Sustainability Report 2020

Group Compliance

Ingrid Harbo,
Chief Compliance Officer

Swedbank has anindependent compliance function, Group Com-
pliance, which manages the Group’s compliance risks. The Head of
Group Complianceisdirectly subordinate to the CEO and reports
tothe CEO and the Board on the Group'’s compliance.

Group Compliance’s taskis to propose and define minimum
standardsin the areas of money laundering, terrorist financing,
financial sanctions and customer protection (including data
protection)and monitors management of compliance within
the Group. Group Compliance’s main activities are continuous
monitoring of the Group’s compliance and advice and support to
the business operations to ensure that decisions are consistent
withthe Board of Directors’ risk appetite and tolerance levels as
regards compliance risks.

The purpose of Group Compliance’s work, which is governed
by the bank’s Policy for Group Compliance, is risk-based and is
planned based on anannual risk assessment of business’s
compliancerisks.

e Third line of defence - Internal Audit

Ana Maria Matei,
Chief Audit Executive

Swedbank has anindependent Internal Audit function. The Head
of Internal Audit is appointed by and reports to the Board and thus
isindependent of the executive management.

The purpose of Internal Audit’s reviews is to create improve-
mentsin operations by independently evaluating the bank’s
governance, risk management and internal control processes.

All of the bank’s activities and Group companies under the
supervision of afinancial supervisory authority as well as other
Group companies that the Board of Directors considers material
from time to time are the purview of Internal Audit. The assign-
mentis based a policy established by the Board and performed
using arisk-based methodology in accordance with interna-
tionally accepted standardsissued by the Institute of Internal
Auditors (IlA). Internal Audit prepares an annual risk analysis and
anaudit plan that are approved by the Board, but which can be
revised and updated as needed. Audit reports are submitted to
management and the conclusions, together with the measures
that will be taken and their status, are compiled in quarterly
reports and presented to the Audit Committee and the Board.



47

G External auditor

The external auditor is elected by the AGM for a period that
concludes at the end of the next AGM. The external auditor
isanindependent reviewer of the bank’s financial accounts
and determines whether they are materially accurate and
complete and provide a fair view of the bank and its financial
position and results. The auditor also ensures that they are
prepared according to current laws and recommendations.
Moreover, the auditor reviews the Board of Directors and
the CEO’s management of the bank.

Swedbank Group

CORPORATE GOVERNANCE REPORT

According to the Articles of Association, the bank shallhave no
less than one and no more than two auditors. Aregistered auditing
firm may also be appointed as auditor. The Chief Auditoris Author-
ised Public Accountant Anneli Grangvist. PwCis the accounting
firmsinceits election by the 2019 AGM. At the AGM the Auditor
presents the Auditors’ report and describes the audit work.

In2020, the external auditor reported to the Audit Committee
onsixoccasions. The Auditor also participated in a Board meeting
at which asummary of the year's audit was presented. The Audi-
tor has metonaregular basis with the Chair of the Audit Commit-
tee, the executive management and other operating managers.
Swedbank’sinterim reports are reviewed briefly by the Auditor.
The sustainability report has been briefly reviewed as well.

Internal Audit

CEO Secreteriat

Digital
Banking &IT

Banking

Group Financial

Products & Advice

Swedish Baltic
Banking

Special Task Force

Large Corporates
&Institutions
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Remuneration to the Group’s Auditor reportedin note G14. The
Audit Committee annually evaluates the Auditor’s objectivity and
independence. The Auditor annually reaffirmsits independence in
the auditreport.

Group structure

An efficient operating structure isimportant to the bank’s gov-
ernance. The Group structure provides a framework for various
roles, functions and reporting channels within the bank. The
bank’s Group structureis divided into Business Areas, product
areas and Group Functions. The CEQ decided in December 2019 0n
anew Group structure that took effect on 1 January 2020. The
organisational change resulted inamong other things the merger
of the Group Functions Digital Banking and Group I T into one unit
which also took over responsibility for consumer payments and
card operations. Digital Banking and IT also develop and manage
the digital channels as well as CRMtools. The Customer Value
Management (CVM)unit was dissolved and large parts of it were
integrated into the Business Area Swedish Banking, which has
thereby taken over coordination of customer strategies, develop-
ment of customer offers and management of campaigns. The
functions for cash management, PayEx and paymentinfrastruc
ture were integrated into the Business Area Large Corporates &
Institutions. The bank’s financial products were brought together
inanew unit, Group Financial Products and Advice, as aresult of
which the previous units Group Savings and Group Lending and
Payments were dissolved. The new unitis responsible for provid-
ing products and services in savings, insurance and lending, as
wellasensuring an effective advisory process and supporting
employees who meet customers.

Business Areas

The bank’s operations are conducted in three Business Areas:

Swedish Banking, Baltic Banking and Large Corporates & Institu-

tions. The Business Area managers are directly subordinate to the

CEO. They have overarching responsibility for their operations

and report continuously to the CEO.

The head of each business area is responsible for:

* |Implementing the Group’s strategies as well as compiling
abusiness plan for each Business Area and ensuring that
itisimplemented and reported tothe CEO

¢ Creatingand maintaining reporting and escalation routines
tohighlight matters forinformation or decision by the CEQ
orBoard level

e Ensurethat policies andinstructions areimplemented
withinthe business area

¢ The customer offering and product development

* Integrating sustainability in business decisions and procedures

¢ Profitability and financial stability in the Business Area

¢ Monitoring, supervising and managing the business area'’s
assets, liabilities and profitability

¢ Maintaining a sound internal control system toidentify and
manage risksin accordance with the bank’s risk appetite

¢ Efficientimplementation of the bank’s corporate governance
model within the Business Area
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Group Functions

The Group Functions’ tasks are to support the CEO and the
Group's business operations as well as to create consistent rou-
tines, ensure efficient steering, control and monitoring within the
Group, and clarify Swedbank’s vision and strategy. Among the
roles of the Group Functions is to develop Group-wide policies and
instructions for the Board and CEQO to adopt. They also propose
other Group-wide internal rules, which are approved by the
manager of each Group Function. The purpose of these Group-
wide rules and processes is to support the CEO and the Group’s
business operations, to clarify Swedbank’s vision, purpose, values
and strategy, and to minimise risks in the business operations.
Additionally, the Group Functions create and monitor Group-wide
routines, which serve as support for the business operations and
facilitate the sharing of experience between the bank’s various
markets. They are responsible for compiling and analysing reports
forthe CEO and the Board, as well as proposing solutions to
matters that requireimmediate action within their respective
areaand thereby creating an efficient solution to the problem.
The head of each Group Function has unrestricted insightinto
the business operations in order to fulfil their obligations.

Further information on Swedbank’s corporate governance
On Swedbank’s website, www.swedbank.com, under the tab
“About Swedbank”, is a special section on corporate governance
matters, which contains,among other things:
* Swedbank’s Articles of Association
¢ TheNomination Committee’s principles and work
¢ Information on Swedbank’s Annual General Meetings
since 2011
¢ Information on remuneration in Swedbank and an evaluation
of the remuneration guidelines for Swedbank’s top executives
¢ Thebank’s code of conduct
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The Board of Directors’ report
on internal control of financial

reporting

The Board of Directors is ultimately responsible for ensuring that the financial
reporting complies with external regulations and is responsible for monitoring
internal control of financial reporting (ICFR). ICFR is based on the following five

internal control components.

Control environment: The Board of Directors and executive
management establish the foundation for internal control
Tosupportreliable reporting, Swedbank’s internal control is
rooted inthe bank’s organisational structure and the policies and
instructions established by the Board. Furthermore, adirective
has been specifically prepared for ICFR by the bank’s CFO.

A Group-wide ICFR framework s in place based on the bank’s
vision, purpose and values (see page 1). The purpose of the frame-
work is to provide reasonable assurance of the reliability of the
financial reporting.

Risk analysis: Risk assessment based on materiality

and complexity

Risk managementis anintegral part of business activities.
Every unit manager has primary responsibility for risk manage-
ment and assessment in their operations and in the financial
reporting process.

Risk assessment within the ICFR framework is conducted at
the Group level toidentify and create an understanding of the
risksinthe financial reporting with regard to materiality and com-
plexity. Therisk assessmentis also used to decide which areas
should be covered by the framework.

Control activities: Controls at different levels

Controls are performed at various levels of the bank to ensure the
reliability of the financial reporting. They are categorised accord-
ing to the ICFR framework’s structured controls as follows:
Group-level contrals, controls at the process/ transaction level,
and general IT controls.

Compliance - Follow-up and assessment

Follow-up onthe ICFR framework controlsis regularly performed
through self-assessment to ensure reliability of the financial
reporting process. The results of the self-assessment are used to
monitor the reliability of the financial reporting.

Communication - Analysis and reporting

The self-assessment resultis compiled and analysed by the ICFR
department to identify any material risks of misstatementin the
financial reporting. The results of the analysis are reported to
Swedbank’s CFO and Audit Committee on a quarterly basis.

2.
Risk analysis

1.
Control
environment

EN
Control
activities

5.
Information and
communication

4,
Monitoring

Swedbank Annual and Sustainability Report 2020



50

CORPORATE GOVERNANCE REPORT
Board of Directors

Board of Directors

Goran Persson

Bo Magnusson

Bo Bengtsson

Year of birth

Born 1949
Chairsince 2019

Born 1962
Vice chair2019

Born 1966
Board member since 28 May 2020

Shareholdings
in Swedbank!

Own and closely related parties: 25000

Own and closely related parties: 20000

Own and closely related parties: 2 500

In Swedbank M Board of Directors, Chair M Board of Directors, Vice Chair M Board of Directors, member
as M Remuneration Committee, Chair B Remuneration Committee, member M Audit Committee, member
M Risk and Capital Committee, member M Risk and Capital Committee, member Governance Committee, member
Governance Committee, member M Audit Committee, Chair Attendance:®11/11 m3/3 = 8/8
Attendance: ™ 23/23 m10/10 Governance Committee, member Total annual fees: ® 605000
m11/11 m8/8 Attendance: ® 22/23 m10/10 W 240000 240000
Total annual fees: ™ 2630000 W11/11 m6/6 = 17/17
M 105000 W 250000 240000 Total annual fees: 885000
W 105000 m430000 W 240000 BoBengtsson brings tothe Board a
GOran Persson has extensive experi- 240000 wealth of experience in the banking and
ence leading the boards of both state- financial industry and has held a number
owned and private enterprises. He BoMagnusson has many years of expe- of senior positionsin the Swedish sav-
contributes his social engagement and rience in the financialindustry in Swe- ings bank movement, including many
large network as well as broad experi- denandinternationally both as a senior yearsas CEO.Bois currently CEO of
ence with national and international executive and director. In addition Sparbanken Skane.
economicissues and sustainable tobroad competence from the financial
development. sector, he contributes his skills from the
real estate industry.
Board Independentinrelation tothe bankand Independentinrelation tothe bankand Dependentinrelation to the bank and
member’s the executive management and inde- the executive management and inde- the executive management and inde-
independence pendentinrelation to the bank’s major pendentinrelation to the bank’s major pendentinrelationto the bank’s major
shareholders shareholders shareholders
Education University studiesin Sociology and Higher banking training Higher educational studies, leadership

Political science

training, etc.

Bank specific
experience

Board: 6 years (2015)

Operational: 29 years
Board: 8 years(2013)

Operational: 22 years
Board: 1 year (since 28 May 2020)

Professional

Sveaskog, Chair « Scandinavian Air

SBABBank AB and Sveriges Saker-

Sparbanken 1826, CEO ¢ Kristianstads

experience Ambulance, Chair « Swedish Prime stallda Obligationer AB, Chair « Carnegie Sparbank, CEO « Kristianstads Spar-
Minister « Swedish Finance Minister ¢ Holding AB and Carnegie Investment bank, Marketing Director  Ikanobanken,
Wiklof Holding AB, Board member Bank AB, Chair « NS Holding AB and Deputy Bank Manager responsible for
Fastighetsbolaget Norrporten AB, Chair marketing and product development
* 4T-WyWallet, Chair « SEB, Deputy
Chair
Non- JKL Group, Senior advisor « LKAB, Chair ¢ Rikshem AB, Chair « Rikshem Sparbanken Skdne, CEO
executive Scandinavian Biogas Fuels International Intressenter AB, Chair « KBCBank NV

assignments

AB, Chair * Greengold, Chair

1)Holdings as of 31 December 2020
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Goran Bengtsson

Hans Eckerstrom

Kerstin Hermansson

Born 1967
Board member since 28 May 2020

Born 1972
Board member since 28 May 2020

Born 1957 Year of birth

Board membersince 2019

Own and closely related parties: 1 000

Own and closely related parties: 50 000

Shareholdings
in Swedbank!

Own and closely related parties: 1 000

M Board of Directors, member

M Risk and Capital Committee, member
M Audit Committee, member
Attendance:®11/11 m6/6 W3/3
Total annual fees: ® 605000

W 250000 m240000

GOran Bengtsson brings to the Board his
extensive experiencein the banking and
financial industry. Géran has held anum-
ber of senior positions at Swedbank in
the creditareaandis currently CEQO of
Falkenbergs Sparbank.

M Board of Directors, member

B Remuneration Committee, member
Attendance:m10/11 m6/6

Total annual fees: m605 000

m 105000

Hans Eckerstrém, who has an extensive
background as a partner and employee
of Nordic Capital as well as adirector of
investment companies, brings to the
Board his business skills and experience
inthe financial industry.

M Board of Directors, member In Swedbank

M Audit Committee, member as
Governance Committee, member

Attendance: ® 23/23 M6/6 M 17/1

Total annual fees: ® 605000

W 395000 ™ 240000

Kerstin Hermansson brings to the Board
mainly her expertise in securities and
complianceissues.Sheisanattorney
with many years of experience in the
European securities market.

Dependentinrelation to the bank and Independentinrelation tothe bankand Independentin relation to the bank and Board

the executive managementand inde- the executive managementand inde- the executive management and inde- member’s
pendentinrelation tothe bank’s major pendentinrelation tothe bank’s major pendentinrelation to the bank’s major independence
shareholders shareholders shareholders

Bachelor’s Programme in Business and M.Sc. Mechanical Engineering, Chalmers LLM, Lund University Education

Economics, University of Boras

University of Technology
M.Sc. Business Administration, Univer-
sity of Gothenburg School of Business

Operational: 31 years
Board: 1 year (since 28 May 2020)

Board: 1 year (since 28 May 2020)

Bank specific
experience

Operational: 9 years
Board: 2 years (2019)

Regional Head of Credit, Swedbank AB ¢

Nobia, Chair « Nordstjernan AB, Board

CEO, Swedish Securities Dealers Associ- Professional

Head of Corporate Business, Spar- member ¢« Employee and Partner, NC ation (Svenska Fondhandlarforeningen) experience
banken Sjuhdrad AB Advisory AB, Nordic Capital * Manager, * GlobalHead of Legal & Compliance,
ArthurD. Little Enskilda Securities AB (subsidiary of
SEB Group) * Securities lawyer, SEB ¢
Attorney, Jacobsson&Ponsbach Fond-
kommission AB « Member of the Securi-
ties and Markets Stakeholder Group of
the European Securities and Markets
Authority (ESMA)
Falkenbergs Sparbank, CEQ ¢ Destina- Henri-Lloyd Group AB, Chair « Profoto Linnaeus University, Chair « Swedsec Non-
tion Falkenberg AB, Board member Holding AB, Chair * Profoto Invest AB, Licensiering AB, Board member executive

1) Holdings as of 31 December 2020

Chair * Thule Group AB, Board member

assignments
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Board of Directors

/i
-

Bengt Erik Lindgren

A3
Josefin Lindstrand

Roger Ljung

Year of birth

Born 1950
Board member since 28 May 2020

Born 1976
New board member since 19June 2019

Born 1967
Employee representative since 2015

Shareholdings
in Swedbank*

Own and closely related parties: 2 500

Own and closely related parties: 1 400

Own and closely related parties: 102

In Swedbank M Board of Directors, member M Board member M Board of Directors, member, employee
as M Risk and Capital Committee, member M Risk and Capital Committee, member representative
Attendance:m 11/11 W6/6 Governance Committee, member
Total annual fees: ® 605000 Attendance:m 23/23 m11/11 Total annual fees: No fees
W 250000 17/17
Total annual fees: 605000 RogerLjungisanemployeerepre-
Bengt Erik Lindgren has many years of W 250000 395000 sentative and has broad experience at
experience asadirectorinthe banking Swedbank from both the private and
and real estate sectors. He has also held Josefin Lindstrand has many years of corporate sectors.
many senior positions at Swedbank, experience in the financial industry, and
Foreningssparbanken andin the alsoasaBoard member. She brings to
Swedish savings bank movement. the Board mainly her expertise in com-
pliance, corporate governance and
money launderingissues.
Board Independentinrelationtothe bankand Independentinrelation tothe bankand Not applicable
member’s the executive managementandinde- the executive managementand inde-
independence pendentinrelation to the bank’s major pendentinrelation tothe bank’s major
shareholders shareholders
Education Uppsala University, 2-year combined LLM, University of Stockhalm « Univer- Upper secondary school

education (Business administration,
Sociology, Humanresource manage-
ment)

sity Diplomain Business Administration,
University of Stockholm

Bank specific
experience

Operational: 35 years
Board: 1 year (since 28 May 2020)

Operational: 11 years
Board: 5 years (2016)

Operational: 34 years

Professional

Prevas AB, Chair  Lansa Fastigheter

Specialist Counsel, Advokatfirman

Retail advisor, branch manager,

experience AB, Board member ¢ Lansforsdkringar Hammarskiold & Co ¢ BNP Paribas, mem- Swedbank AB

Bergslagen dmsesidigt, Chair  Lans- ber of the board of SevenDays Finans

forsakringar Bank AB, Board member ¢ AB ¢ S6rmlands Sparbank, vice chairman

Deputy CEO, Regional Director Stock- « Intertrust Group, Business Unit Direc-

holm and Head of Large Customers, tor, Compliance Services ¢ Citi, senior

Swedbank * Deputy CEO and Regional positionsin Legal and Compliance ©

Director Region Mid-Sweden, Swedbank Swedbank AB, Legal Counsel

« CEQ, Spintab AB and senior positions

atForeningssparbankenandin the

Swedish savings bank movement
Non- Specialist adviser in Risk Management, Corporate advisor, Swedbank AB ¢
executive Compliance and Corporate Governance, Finansférbundets koncernklubb Swed-

assignments

1)Holdings as of 31 December 2020
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through own practice, Josefin Lind-
strand Advisory AB

bank, First Deputy Chair * Finansoch
forsakringsbranschens A-kassa, Board
member ¢ SPK, Deputy Chair



53

Anna Mossberg

Biljana Pehrsson

CORPORATE GOVERNANCE REPORT
Board of Directors

Rke Skoglund

Born 1972
Board membersince 2018

Born 1970
Board member since 28 May 2020

Born 1959
Employee representative since 2020
and deputy since 2018

Year of birth

Own and closely related parties: 1 800

Own and closely related parties: 6 000

Own andclosely related parties: 1 084

Shareholdings

in Swedbank*

M Board of Directors, member M Board of Directors, member M Board of Directors, member, employee In Swedbank
M Remuneration Committee, member M Remuneration Committee, member representative as
M Audit Committee, member Attendance:m9/11 m5/6
Attendance: M 22/23 M 9/10 M6/6 Total annual fees: ® 605000 Total annual fees: No fees
Total annual fees: 605000 W 105000 .
W 105000m 240000 Ake Skoglund is an employee represent-

Biljana Pehrssonis currently CEO of ative with broad experience within
Anna Mossberg contributes with her Kungsleden ABand has an extensive Swedbank.
experience and expertise indigital backgroundin senior management and
change. She has along backgroundin board positionsinreal estate and pri-
theinternetand telecomindustries, vate equity. Biljana brings to the Board
including as Business Area Manager her expertise and experiencein strat-
at Google, and many yearsin various egy, leadershipand change as well as
seniorroles at Teliaand Deutsche thereal estate andfinancial industries.
Telecom AG.
Independentinrelationtothe bankand Independentinrelationtothe bankand Not applicable Board
the executive managementandinde- the executive managementandinde- member’s
pendentinrelation to the bank’s major pendentinrelation to the bank’s major independence
shareholders shareholders
Executive MBA, IE University, Spain ¢ M.Sc. Engineering, Stockholm Royal Business administration, Stockholm Education

Executive MBA, Stanford University,
USA « MSc, Luled University of
Technology

Institute of Technology

University

Board: 3 years (2018)

Board: 1 year (since 28 May 2020)

Operational: 31 years

Bank specific
experience

Google Sverige AB, Business Area Man-

East Capital Baltic Property Fund

Business development « accounting/

Professional

ager, * Bahnhof AB, CEO « Deutsche (ECBPFI&II&IIl), Board member ¢ Einar annualaccounts « regulatory reporting experience
Telekom AG, SvP, Strategy and Portfolio Mattsson AB/Fastighets AB Stadshus,

Management ¢ Telia AB, Director Inter- Board member ¢ East Capital Private

net Services « TeliaInternational Carrier Equity, Deputy CEO and Head of Real

AB, Vice President Estate *Centrumutveckling, CEO

SwissCom AG, Board member « Kungsleden AB, CEQ *Kungliga Swedbank AB, Business Analyst « Non-
Schibsted ASA, Board member « Orkla Dramatiska Teatern AB, Board member Finansforbundets koncernklubb, executive

ASA, Board member

1) Holdings as of 31 December 2020

« StadsutvecklarnaiVdrtahamnen AB,
Board member

Swedbank, Member ¢ Finansforbundets
LokalaKlubb Centrala Enheter, Chair «
Swedbank AB, Coordinating safety
representative

assignments
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CORPORATE GOVERNANCE REPORT

Group Executive Committee

Group Executive Committee

1)Holdings as of 31 December 2020

; A

Jens Henriksson

Mikael Bjorknert

@.

Lars-Erik Danielsson

Presidentand CEO

Born 1967.Employed since
10October 2019
Shareholdings in Swedbank:!
20000

Education: BA Economics, MSc
Electrical Engineering, Control
Theory, andFil. Lic. Economics

Anders Ekedahl

Head of Swedish Banking.

Born 1966. Employed since 2010
Shareholdings in Swedbank:!
4118. Education: BSc Business
Administrationand Economics
Directorships: NASDAQ Nordic,
Board member ¢ Bankgirot, Chair

Ingrid Harbo

Chief Credit Officer

Born 1962. Employed since 1990
Shareholdings in Swedbank:!
8029. Education: Studiesin
business and economics

Anders Karlsson

Head of Anti-Financial
Crime Unit

Born 1960. Employed since 1987
Shareholdings in Swedbank:!
22 887.Education: MSc, Stock-
holm School of Economics

) §

Jon Lidefelt

Chief Compliance Officer

Born 1959. Employed since 2011
Shareholdings in Swedbank:*
1500. Education: Master of
Laws, LL.M.

Erik Ljungberg

Group Financial Officer (CFO)
Born 1966.Employed 1999-
2008 andsince 2010
Shareholdings in Swedbank:!
22 848. Education: MSc
Economics

Lotta Lovén

Head of Baltic Banking

Born 1973. Employed since 2013
Shareholdings in Swedbank:*
1796.Education: MSc
Engineering Physics
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Head of Group Communication
and Sustainability

Born 1971. Employed since 2020
Shareholdings in Swedbank:!
850. Education: M.Sc.in
Business administration

Cl0 and Head of

Digital Banking & IT

Born 1967.Employed 1986-
1999andsince 2004
Shareholdings in Swedbank:*
3645. Education: Market
economist.
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Rolf Marquardt

v

Bjorn Meltzer

CORPORATE GOVERNANCE REPORT
Group Executive Committee

Charlotte Rydin

Chief Risk Officer

Born 1964. Employed since 2020
Shareholdings in Swedbank:!
2000

Education: PhDinBusiness
Administration

Acting Head of Large
Corporates & Institutions*

Born 1961. Employed since 2010
Shareholdings in Swedbank:*
555

Education: Economist

*OlaLaurin wasHead of Large
Corporates &Institutionsin
2020

Carina Strand

Kerstin Winlof

Head of HR & Infrastructure

Born 1964. Employed since 2017
Shareholdings in Swedbank:'0
Education: Economist

Head of Group Savings

Born 1966. Employed since 2019
Shareholdings in Swedbank:*
700. Education: MScin Business
Administration and Economics

Chief Legal Officer and
Head of Group Legal*

Born 1968. Employed since 2021
Shareholdings in Swedbank:!
No holding but participatesin the
profit-sharing scheme Koppar-
myntet

Education: Master of Laws, LL.M.

*Stefan Frisk was acting Chief
Legal Officerand Head of Group
Legalin2020

1)Holdings as of 31 December 2020
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BOARD OF DIREC TORS' REPORT
Disposition of earnings

Proposed disposition of earnings
and statement of the Board of

Directors

SEK 54 484m s at the disposal of the Annual General Meeting.
Earningsinaccordance with the balance sheet of Swedbank AB
to SEK'59355m less dividends paid on the 22 February 2021 of
SEK4871m.

The Board of Directors recommends that the earnings should
be disposed as follows:

SEKm 2020
Retained earnings in accordance with the balance sheet 59355
Paid dividend 22nd of February 2021 4871
Left to dispose of the Annual General Meeting 2021 54484
Acashdividend of SEK 2.90 per ordinary share 3252
Tobecarried forward to next year 51232
Total disposed 54484

The proposed total amounts to be distributed and carried forward
tonextyearhave beencalculatedonall 1119991 775 outstand-
ing ordinary shares at 31 December of 2020, plus 1 272 063 out-
standing ordinary shares entitled to dividends which have been
estimated to be exercised by employees between 1 January to the
Annual General Meeting as per 25 March 2021 relating to remu-
neration programs. The proposed total amounts to be distributed
and carried forward to next year are ultimately calculated on the
number shares entitled to dividends on the record day. The
amounts could change in the event of additional share repur-
chases or sales of treasury shares before the record day.

Unrealised changes in the value of assets and liabilities at fair
value have had a negative effect on equity of SEK 480m.

The proposed record day for the dividend is 29 March 2021.
Thelast day for trading in Swedbank’s shares with theright to the
dividendis 25March 2021. If the Annual General Meeting accepts
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the Board's proposal, the dividend is expected to be paid by Euro-
clearon 1 April2021. At year-end, the consolidated situation’s
total capital requirement according to pillar 1 and buffer require-
ments by SEK 44 746m. The surplus in Swedbank AB was
SEKB80114m.

The business conducted in the parent company and the Group
involves no risks beyond what occur or can be assumed will occur
intheindustry or the risks associated with conducting business
activities. The Board of Directors has considered the parent com-
pany’sand the Group’s consolidation needs through a comprehen-
sive assessment of the parent company’s and the Group’s financial
position and the parent company’s and the Group’s ability to meet
their obligations. The assessment has also been done based on
currently expected regulatory changes.

Given the financial position of the parent company and the
Group, there can be noassessment other than that the parent
company and the Group can continue their business and that the
parent company and the Group can be expected to meet their lia-
bilitiesin both the short and long term and have the ability to
make the necessary investments. It is the assessment of the
Board of Directors that the size of the equity, even after the pro-
poseddividend, is reasonable in proportion to the scope of the
parent company’s and the Group’s business and the risks associ-
ated with conducting the business.

The assessment of the Board of Directors s that the proposed
dividend is justifiable given the demands that areimposed due to
the nature, scope and risks associated with the business and the
Group's business on the size of the parent company’s and the
Group’s equity as well as on the parent company’s and the Group'’s
balance sheets, liquidity and financial positions.
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FINANCIAL STATEMENTS, GROUP

Income statement, Group

SEKm Note 2020 2019
Interest income on financial assets at amortised cost 32020 32810
Other interest income 1771 2560
Interest income 33791 35370
Interest expense -6938 -9381
Net interest income G8 26 853 25989
Commission income 19476 19472
Commission expense -6 706 -6 488
Net commission income G9 12770 12 984
Net gains and losses on financial items G10 2655 3629
Net insurance G11 1518 1465
Share of profit or loss of associates and joint ventures G27 582 822
Other income G12 1298 1071
Total income 45676 45960
Staff costs G13 11873 11119
Other general administrative expenses G14 7107 7314
Depreciation/amortisation of tangible and intangible assets G15 1580 1551
Administrative fine 4000

Total expense 24 560 19 984
Profit before impairment 21116 25976
Impairment of intangible assets G30 79
Impairment of tangible assets G16 2 8
Credit impairment G17 4334 1469
Profit before tax 16 780 24 420
Tax expense G18 3851 4711
Profit for the year 12929 19709

Profit for the year attributable to:

Shareholders of Swedbank AB 12 929 19697
Non-controlling interests 0 12
Earnings per share, SEK G19 11,55 17,62
Earnings per share after dilution, SEK G19 1151 17,56
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FINANCIAL STATEMENTS, GROUP

Statement of comprehensive income, Group

SEKm Note 2020 2019
Profit for the year reported via income statement 12 929 19709

Items that will not be reclassified to the income statement

Remeasurements of defined benefit pension plans G39 5166 -3866
Share related to associates and joint ventures, remeasurements of defined benefit pension plans 96 -127
Change in fair value attributable to changes in own credit risk of financial liabilities designated at

fair value through profit or loss G46 6 17
Income tax G20 -1065 793
Total 4203 -3183

Items that may be reclassified to the income statement

Exchange rate differences, foreign operations:

Gains/losses arising during the year -1838 739
Reclassification adjustments to income statement,
Net gains and losses on financial items -2
Hedging of net investments in foreign operations: G29
Gains/losses arising during the year 1523 -600
Reclassification adjustments to income statement, Net gains and losses on financial items 9
Cash flow hedges: G29
Gains/losses arising during the year -358 159
Reclassification adjustments to income statement, Net gains and losses on financial items 349 -154

Foreign currency basis risk:

Gains/losses arising during the year -42 -18
Share of other comprehensive income of associates and joint ventures:

Exchange rate differences, foreign operations -84 32
Income tax: G20

Gains/losses arising during the year -229 134

Reclassification adjustments to the income statement, Tax expense -77 33
Total -749 325
Other comprehensive income for the year net of tax 3454 -2858
Total comprehensive income for the year 16 383 16 851
Total comprehensive income for the year attributable to:
Shareholders of Swedbank AB 16 383 16 839
Non-controlling interests 0 12
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FINANCIAL STATEMENTS, GROUP

Balance sheet, Group

SEKm Note 2020 2019 1/1/2019
Assets

Cash and balances with central banks 293811 195 286 163161
Treasury bills and other bills eligible for refinancing with central banks, etc. G21 137191 137094 99579
Loans to credit institutions G22 47954 45 452 36 268
Loans to the public Ge23 1680987 1652296 1627368
Value change of interest hedged item in portfolio hedge 1774 271 766
Bonds and other interest-bearing securities G24 59975 57 367 53312
Financial assets for which the customers bear the investment risk Ge25 252411 224893 177 868
Shares and participating interests G26 17 215 6568 4921
Investments in associates and joint ventures G27 7287 6679 6088
Derivatives G28 52177 44 424 39665
Intangible assets G30 18361 17 864 17118
Tangible assets G31 5421 5572 6217
Current tax assets 1554 2408 2 065
Deferred tax assets G18 124 170 164
Other assets G32 16 483 8859 13970
Prepaid expenses and accrued income G33 1917 3025 1709
Total assets 2594 642 2408228 2250239

Liabilities and equity

Liabilities

Amounts owed to credit institutions G34 150313 69 686 57218
Deposits and borrowings from the public G35 1148240 954013 920750
Financial liabilities for which the customers bear the investment risk G36 253229 225792 178662
Debt securities in issue G37 732814 855 754 804 360
Short positions securities G38 23300 34 345 38333
Derivatives Ge8 54380 40977 31316
Current tax liabilities 424 836 1788
Deferred tax liabilities G18 2784 1571 1576
Pension provisions G39 3665 8798 4979
Insurance provisions G40 1859 1894 1897
Other liabilities and provisions G41 30610 28807 34182
Accrued expenses and prepaid income G42 4038 4383 3385
Senior non-preferred liabililties 10359 10805

Subordinated liabilities G43 23434 31934 34184
Total liabilities 2439449 2269595 2112630
Equity

Non-controlling interests 25 25 213
Equity attributable to shareholders of the parent company 155168 138608 137 396
Total equity G44 155193 138633 137609
Total liabilities and equity 2594642 2408 228 2250239
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FINANCIAL STATEMENTS, GROUP

Statement of changes in equity, Group

Equity attributable to shareholders of Swedbank AB

Exchange Hedging of

differences, netinvest- Cash Foreign Own
Other subsidiaries ments in flow currency credit Non-
Share  contributed and foreign hedge basis risk  Retained controlling Total

SEKm capital equity?! associates  operations reserve reserves reserve earnings Total interests equity
Opening balance 1 January 2020 24904 17 275 6279 -3880 8 -33 -5 94060 138608 25 138633
Share-based payments to employees 178 178 178
Deferred tax related to share-based
payments to employees 7 7 7
Current tax related to share-based
payments to employees -8 -8 -8
Total comprehensive income for the year -1924 1211 -7 -29 5 17127 16383 0 16383

of which reported through profit or loss 12929 12929 0 12929

of which reported through other

comprehensive income, before tax -1924 1532 -9 -42 6 5262 4825 4825

of which income tax reported through

other comprehensive income -321 2 13 -1 -1064 -1371 -1371
Closing balance 31 December 2020 24904 17 275 4 355 -2669 1 -62 0 111364 155168 25 155193

1) Other contributed equity consists mainly of share premiums.

Equity attributable to shareholders of Swedbank AB

Exchange Hedging of

differences, netinvest- Cash Foreign Own
Other subsidiaries ments in flow currency credit Non-
Share contributed and foreign hedge basis risk Retained controlling Total

SEKm capital equity?! associates  operations reserve reserves reserve  earnings Total interests equity
Opening balance 1 January 2019 24904 17 275 5508 -3444 4 -19 -18 93186 137396 213 137609
Dividends -15878 -15878 -15  -15893
Share-based payments to employees 272 272 272
Deferred tax related to share-based
payments to employees -34 -34 -34
Current tax related to share-based
payments to employees 13 13 13
Business disposals -185 -185
Total comprehensive income for the year 771 -436 4 -14 13 16501 16839 12 16851

of which reported through profit or loss 19697 19697 12 19709

of which reported through other

comprehensive income, before tax 771 -600 5 -18 17 -3993 -3818 -3818

of which income tax reported through

other comprehensive income 164 -1 4 -4 797 960 960
Closing balance 31 December 2019 24904 17 275 6279 -3880 8 -33 -5 94060 138608 25 138633

1) Other contributed equity consists mainly of share premiums.
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FINANCIAL STATEMENTS, GROUP

Statement of cash flow, Group

SEKm Note 2020 2019!
Operating activities

Profit before tax 16780 24420
Adjustments for non-cash items in operating activities G48 447 4952
Taxes paid -4331 -5981
Increase (-) /decrease (+) in loans to credit institution -2708 -9130
Increase (-) /decrease (+) in loans to the public -39022 -27 282
Increase (-) /decrease (+) in holdings of securities for trading -15081 -43187
Increase (-) /decrease (+) in other assets -17957 -678
Increase (+) /decrease (-) in amounts owed to credit institutions 82381 12 249
Increase (+) /decrease (-) in deposits and borrowings from the public 203 526 33488
Increase (+) /decrease (-) in debt securities in issue -104 629 40561
Increase (+) /decrease (-) in other liabilities -10169 8556
Cash flow from operating activities 109 237 37 968

Investing activities

Business disposal 52
Acquisitions of and contributions to joint ventures -54 -81
Disposals of shares in associates 76 184
Dividends from associates and joint ventures 2 529
Acquisition of other fixed assets and strategic financial assets -364 -224
Disposals of/maturity of other fixed assets and strategic financial assets 1723 535
Cash flow from investing activities 1383 995

Financing activities

Amortisation of lease liabilities G3.28 -723 -718
Issuance of senior non-preferred liablities G3.2.8 11266
Redemption of senior non-preferred liablities G3.28 -95

Issuance of subordinated liabilities G3.28 4909
Redemption of subordinated liabilities G3.2.8 -7 880 -7711
Dividends paid -15893
Cash flow from financing activities -8698 -8147
Cash flow for the year 101 922 30816
Cash and cash equivalents at the beginning of the year 195 286 163161
Cash flow for the year 101922 30816
Exchange rate differences on cash and cash equivalents -3397 1309
Cash and cash equivalents at end of the year 293811 195 286

1) Events during the year is described further in note G49.
Presentation of the cash flow statement has been updated, see more in note G57.
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Notes

NOTES, GROUP

All amounts in the notes are in millions of Swedish kronor (SEKm) and represent carrying amounts unless indicated otherwise. Figures in parentheses refer to the previous year.

The consolidated financial statements and the annual report for Swedbank AB (publ)
for the financial year 2020 were approved by the Board of Directors and the CEO for
publication on 24 February 2021. The parent company, Swedbank AB, maintains its
registered office in Stockholm at the following address: Landsvdgen 40, 172 63 Stock-
holm, Sweden. The company’s shares are traded on the NASDAQ OMX Nordic Exchange
in Stockholm in the Nordic Large Cap segment. The Group offers financial services and
products in its home markets of Sweden, Estonia, Latvia and Lithuania. The operations
are described more extensively in the Board of Directors’ report.

The consolidated financial statements and the annual report will ultimately be adop-
ted by the parent company’s Annual General Meeting on 25 March 2021.
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1 BASIS OF ACCOUNTING

The financial reports and the consolidated financial statements are prepared in accor-
dance with the International Financial Reporting Standards (IFRS), as adopted by the
EU, and interpretations of them. The standards are issued by the International Accoun-
ting Standards Board (IASB) and the interpretations by the IFRS Interpretations
Committee. The standards and interpretations become mandatory for Swedbank’s
consolidated financial statements concurrently with their approval by the EU.
Complete financial reports refer to:

« balance sheet as at the end of the period,

« statement of comprehensive income for the period,

« statement of changes in equity for the period,

« cash flow statement for the period, and

* notes, comprising a summary of significant accounting policies and other explanatory
information.

The consolidated financial statements are also prepared according to the Swedish
Financial Reporting Board's recommendation RFR 1 Complementary accounting rules
for groups and pronouncements, certain complementary rules in the Annual Accounts
Act for Credit Institutions and Securities Companies and the regulations and general
advice of the Swedish Financial Supervisory Autharity, FFFS 2008:25.

The financial statements are prepared using several measurement bases. Financial
assets and liabilities are measured at amortised cost, except for certain financial assets
and liabilities (including derivative instruments), which are measured at fair value. The
carrying amounts of financial assets and liabilities subject to fair value hedge accoun-
ting are adjusted for changes in fair value attributable to the hedged risk.
Non-monetary items are measured on a histarical cost basis. Pension liabilities are
measured at their present value.

The financial statements are presented in Swedish kronor and all figures are rounded
to millions of kronor (SEKm) unless indicated otherwise.

2 CHANGES IN ACCOUNTING POLICIES AND PRESENTATION

Changes in IFRS and Swedish regulations

New or amended IFRS or interpretations or Swedish regulations which have been
adopted during 2020 have had no or immaterial impacts on the Group’s financial
position, results, cash flows or disclosures.

Changed presentation of cash flow statement

From 2020 the cash flows from issued interest-bearing securities and commercial
papers, excluding senior non-preferred liabilities and subordinated liabilities, have been
transferred from financing activities to operating activities. Cash flows within the
financing activities will going forward be split into senior non-preferred liabilities,
subordinated liabilities, leasing liabilities and dividend. The changes are made to the
cash flow statement to be more representative of the Group's business model and to
align it with our balance sheet. Comparative figures have been restated, see note G57.

3 SIGNIFICANT ACCOUNTING POLICIES

3.1 Presentation of financial statements (IAS 1)

Financial statements provide a structured representation of a company'’s financial
position and financial results. The purpose is to provide information on the company’s
financial position, financial results and cash flows useful in connection with financial
decisions. The financial statements also indicate the results of executive manage-
ment’s administration of the resources entrusted to them. Complete financial state-
ments consist of a balance sheet, statement of comprehensive income, statement of
changes in equity, cash flow statement and notes. Swedbank presents the statement
of comprehensive income in the form of two statements. A separate income statement
contains all revenue and expense items, provided that a special IFRS does not require or
allow otherwise. Other revenue and expense items are recognised in other comprehen-
sive income. The statement of comprehensive income contains the profit or loss
recognised in the income statement as well as the components included in other
comprehensive income.

3.2 Consolidated financial statements (IFRS 3, IFRS 10)

The consolidated financial statements comprise the parent company and those entities
(including special purpose vehicles) over which the parent company has control. The
parent company has control when it has power and is capable of managing the
relevant activities of another entity, is exposed to variable returns and is able to use its
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power to affect those returns. These entities, subsidiaries, are included in the consoli-
dated financial statements in accordance with the acquisition method from the day
that control is obtained and are excluded from the day that control ceases. According to
the acquisition method, the acquired entity’s identifiable assets, liabilities and contin-
gent liabilities that satisfy the recognition criteria are recognised and measured at fair
value upon acquisition. The surplus between the cost of the business combination,
transferred consideration measured at fair value on the acquisition date and the fair
value of the acquired share of identifiable assets, liabilities and reported contingent
liabilities is recognised as goodwill. If the amount is less than the fair value of the
acquired company’s net assets, the difference is recognised directly in the income
statement as bargain purchase within Other income. The transferred consideration
(purchase price) includes the fair value of transferred assets, liabilities and shares
which, in applicable cases, have been issued by the Group as well as the fair value of all
assets or liabilities that are the result of an agreement on contingent consideration.
Acquisition-related costs are recognised when they arise. For each acquisition, the
Group determines whether all non-controlling interests in the acquired company
should be recognised at fair value or at the non-controlling interest’s proportionate
share of the acquired subsidiary’s net assets. A subsidiary’s contribution to equity
includes only the equity that arises between acquisition and disposal. All intra-Group
transactions and intra-Group gains are eliminated.

Transactions with non-controlling owners are recognised as equity transactions
with the Group’s shareholders in their capacity as owners. In the case of acquisitions of
interests from non-controlling owners, the difference between the price paid for the
interests and the acquired share of the carrying amount of the subsidiary’s net assets
is recognised in equity attributable to the parent company’s shareholders as retained
earnings. The carrying amounts of holdings with and without control are adjusted to
reflect the changes in their relative holdings. Gains and losses on the sale of interests
to non-controlling owners are also recognised in equity. If, following a sale of its
interests, the Group no longer has control, its remaining holding is re-measured at fair
value and the change is recognised in its entirety in the income statement. This fair
value subseguently serves as the cost of the remaining holding in the former
subsidiary for reporting purposes. All amounts related to the divested entity that were
previously recognised in other comprehensive income are recognised as if the Group
directly divested the related assets or liabilities, due to which amounts previously
recognised in other comprehensive income may be reclassified as profit or loss. If the
interest in an associate is reduced but a significant influence is retained, the propor-
tionate share of the amount previously recognised in other comprehensive income is
reclassified to profit or loss.

3.3 Assets and liabilities in foreign currencies (IAS 21)

The consolidated financial statements are presented in SEK, which is also the parent
company’s functional currency and presentation currency. An entity’s functional cur-
rency is the currency in which the entity primarily generates and expends cash. Each
entity within the Group determines its own functional currency according to its pri-
mary economic environment. Transactions in a currency other than the functional cur-
rency (foreign currency) are initially recorded at the exchange rate prevailing at the
transaction date. Monetary assets and liabilities in foreign currency and non-monetary
assets in foreign currency measured at fair value are translated at the rates prevailing
at the closing date. All gains and losses on the translation of monetary items, and
non-monetary items measured at fair value are recognised in the income statement in
Net gains and losses on financial items as changes in exchange rates. Assets and liabili-
ties in subsidiaries and associates with a functional currency other than SEK are trans-
lated to the presentation currency at the closing date exchange rate. The income state-
ment is translated at the exchange rate for each transaction. For practical purposes,
the average rate for the period is generally used. Exchange rate differences that arise
are recognised in other comprehensive income. As a result, exchange rate differences
attributable to hedges of net investments in foreign operations are also recognised in
other comprehensive income, net of deferred tax. This is applied when the require-
ments for hedge accounting are met. Ineffectiveness in hedges is recognised directly in
the income statement in Net gains and losses on financial items. When subsidiaries and
associates are divested, cumulative translation differences and exchange rate differen-
ces are recognised in the income statement.

3.4 Financial instruments (IAS 32, IFRS 9, IAS 39)

3.4.1 General

Financial instruments represent the largest part of the Group’s balance sheet. A finan-
cial instrument is any contract that gives rise to a financial asset in one entity and a
financial liability or equity instrument in another entity. Cash and contractual rights to
receive cash are examples of financial assets, whereas a contractual obligation to
deliver cash or another financial asset is an example of a financial liability. A derivative
is a financial instrument that is distinguished by the fact that its value changes in
response to the change in a specified variable, such as foreign exchange rates, interest
rates or share prices, it requires little or no initial net investment and it is settled on a
future date.
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Financial instruments are classified on relevant lines of the balance sheet depending on
the nature of the instrument and the counterparty. If a financial instrument does not
have a specific counterparty or it is listed on the market, the instrument is classified on
the balance sheet as securities. Financial liabilities where the creditor has a lower prio-
rity than others are classified on the balance sheet as Subordinated liabilities. Senior
non-preferred liabilities that fulfil the minimum requirements for own funds and eli-
gible liabilities (MREL) are presented on a separate row in the balance sheet.

Recognition and derecognition

Financial assets and liabilities are recognised on the balance sheet on the trade date,
which is the date when the Group becomes a party to the instrument’s contractual
provisions, with the exception of financial assets measured at amortised cost, which
are recognised on the settlement date. Financial assets are derecognised when the
right to receive cash flows from a financial asset has expired or the Group has transfer-
red substantially all the risks and rewards of ownership to another party.

When a financial asset is modified, the Group assesses whether the modification
results in derecognition. A financial asset is considered modified where the contractual
terms governing the cash flows are amended versus the original agreement, for
example due to forbearance measures being applied, changes in market conditions,
customer retention reasons or other factors unrelated to the credit deterioration of a
borrower. Modified financial assets are derecognised from the balance sheet and a new
loan recognised where an agreement is cancelled and replaced with a new agreement
on substantially different terms or where the terms of an existing agreement are sub-
stantially modified. Modifications due to financial difficulties, including forbearance
measures, are not considered substantial on their own.

Financial liabilities are derecognised when the obligation in the agreement has been
discharged, cancelled or expired.

Embedded derivatives

An embedded derivative is a component of a hybrid instrument that also includes a
non-derivative host contract, with the effect such that some of the cash flows vary in
amanner similar to a stand-alone derivative. Derivatives embedded in financial liabili-
ties, financial assets not in scope of IFRS 9, such as lease receivables and insurance
contracts, or non-financial items are treated as separate derivatives when their risks
and characteristics are not closely related to those of the host contracts and the host
contracts are not measured at fair value through profit or loss. Financial assets in the
scope of IFRS 9 are not assessed for the existence of embedded derivatives, but rather
the entire contract, including any features which alter the contractual cash flows, is
assessed for classification.

Repurchase transactions

A genuine repurchase transaction (repo) is defined as a contract where the parties
have agreed on the sale of securities and the subsequent repurchase of corresponding
assets at a predetermined price. In a repo, the sold security remains on the balance
sheet, since the Group is exposed to the risk that the security will fluctuate in value.
The payment received is recognised as a financial liability on the balance sheet based
on the respective counterparty. The securities sold are also recognised as pledged
assets. The proceeds paid for acquired securities, so-called reverse repos, are recog-
nised on the balance sheet as a loan to the selling party.

Securities loans

Securities that have been lent remain on the balance sheet, since the Group remains
exposed to the risk that they will fluctuate in value. Securities that have been lent are
recognised on the trade date as assets pledged, while borrowed securities are not
reported as assets. Securities that are lent are measured in the same way as other
security holdings of the same type. In cases where borrowed securities are sold, the
so-called short-selling, an amount corresponding to the fair value of the securities is
recognised within Other liabilities on the balance sheet.

Offsetting

Financial assets and financial liabilities are offset and recognised net in the balance
sheet if there is a legal right of set-off both in the normal course of business and in the
event of bankruptcy, and if the intent is to settle the items with a net amount or to
simultaneously realise the asset and settle the liability.

Net interest income

Interest income on financial assets and interest expense on financial liabilities include
interest payments received or paid, change in accrued interest and amortisation of any
difference between the initial amount and the maturity amount during the period,
which produces a constant rate of return over the instrument’s life, referred to as the
effective interest rate. The effective interest rate is the rate that discounts future cash
flows to the gross carrying amount of a financial asset or to the amortised cost of a
financial liability, taking into account transaction costs, premiums or discounts and fees
paid or received that are an integral part of the return.
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Interest income on financial assets is generally calculated by applying the effective
interest rate to the gross carrying amount, with two exceptions. Where financial assets
measured at amortised cost have become credit-impaired subsequent to initial recogni-
tion (Stage 3 financial assets), interest income is calculated by applying the effective
interest rate to the amortised cost, which is the gross carrying amount less credit
impairment provisions. If such financial assets are no longer credit-impaired, the
calculation of interest income reverts back to the gross carrying amount basis. Where
financial assets measured at amortised cost are credit-impaired on initial recognition,
interest income is calculated by applying the credit-adjusted effective interest rate to
the amortised cost until the financial asset is derecognised from the balance sheet. The
credit-adjusted effective interest rate is calculated based on the amortised cost of the
financial asset rather than the gross carrying amount and incorporates the impact of
expected credit losses in estimated future cash flows.

Interest expense is calculated by applying the effective interest rate to the
amortised cost of financial liabilities.

Interest income and interest expense on financial instruments which are held for
trading financial instruments and related interests within the LC&l segment are
excluded from Net interest income and reported as Net gains and losses on financial
items to better reflect the character of the business.

The Group holds some financial assets and liabilities at amortised cost with negative
yield, which are presented in note G8.

3.4.2 Classification and measurement

Financial assets are classified as measured at either amortised cost or fair value
through profit or loss, based on the business model for managing the assets and the
asset’s contractual terms. The Group does not have any financial assets classified as
fair value through other comprehensive income (managed under a hold to collect and
sell business model).

The business model reflects how the Group manages portfolios of financial assets in
order to generate cash flows. The factors considered in determining the business model
for a portfolio of financial assets include past experience on how the cash flows have
been collected, how the financial assets’ performance is evaluated and reported to
management, how risks are assessed and managed and how compensation is linked to
performance.

The Group assesses the contractual terms of financial assets to identify whether the
contractual cash flows are solely payments of principal and interest. In making this
assessment, the Group considers whether the contractual cash flows are consistent
with a basic lending arrangement. Principal is defined as the fair value of a financial
asset on initial recognition. Interest is defined as the compensation for the time value of
money, credit risk, other basic lending risks and a profit margin that is consistent with a
basic lending arrangement. Where the contractual terms introduce exposure to risk or
volatility that are inconsistent with a basic lending arrangement, the related financial
asset is not compliant with the solely payments of principal and interest criterion.
Financial liabilities are classified as measured at either amortised cost or fair value
through profit or loss.

Financial assets at amortised cost

Financial assets which are debt instruments are classified as measured at amortised
cost if they are held within a business model with the objective to hold the financial
assets in order to collect contractual cash flows and if the contractual terms of the
financial asset give rise to cash flows that are solely payments of principal and interest
on the principal amount outstanding.

Financial assets at amortised cost are initially recognised at fair value including tran-
saction costs that are directly attributable to the acquisition of financial assets and
subsequently measured at amortised cost. Fair value is normally the amount advanced,
including fees and commissions. The amortised cost is the amount at which the finan-
cial asset is measured at initial recognition minus repayments of principal, plus accrued
interest, plus or minus the cumulative amortisation using the effective interest method
of any difference between that initial amount and the maturity amount and adjusted
for any credit impairment provisions. Accounting policies regarding credit impairment
provisions are disclosed in section 3.4.3.

Financial assets at fair value through profit or loss

Financial assets classified as measured at fair value through profit or loss are comp-

rised of financial assets mandatorily measured at fair value through profit or loss. The

mandatory classification includes:

« Debt instruments that are held in a business model other than held to collect
contractual cash flows, including those that are held for trading and those that are
managed and whose performance is evaluated on a fair value basis

« Debt instruments with contractual cash flows that are not solely payments of
principal and interest

« Equity instruments

« Derivative assets that are not designated for hedge accounting

Financial instruments held for trading are acquired for the purpose of selling in the
near term or are part of a portfolio for which there is evidence of a pattern of short-
term profit taking.
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Financial assets at fair value through profit or loss are initially recognised and
subsequently measured at fair value. Transaction costs that are directly attributable to
the acquisition of financial assets at fair value through profit or loss are expensed in
profit or loss. The fair value of financial instruments is determined based on quoted
prices in active markets. When such market prices are not available, generally accepted
valuation models such as discounted future cash flows are used. The valuation models
are based on observable market data, such as quoted prices in active markets for similar
instruments or quoted prices for identical instruments in inactive markets. Differences
that arise at initial recognition between the transaction price and the fair value
according to a valuation model, so-called ‘day 1 profits or losses’, are recognised in the
income statement only when the valuation model is based entirely on observable
market data.

Changes in fair value and share dividends are recognised through profit or loss in Net
gains and losses on financial items. Changes in fair value due to changes in exchange
rates are recognised as changes in exchange rates in the same profit or loss line.

Financial liabilities at amortised cost

Financial liabilities classified as measured at amortised cost include those that are not
classified as fair value through profit or loss. Such financial liabilities are recognised on
the trade date at fair value, which is typically the amount borrowed including transac-
tion costs that are directly attributable to the issuance, and subsequently measured at
amortised cost using the effective interest method. The amortised cost measurement
is analogous to that which is applied to financial assets, however it does not include
adjustments for credit impairment provisions.

Financial liabilities at fair value through profit or loss

Financial liabilities classified as measured at fair value through profit or loss are
comprised of:

« Financial liabilities held for trading

« Derivatives that are not designated for hedge accounting

« Financial liabilities designated at fair value through profit or loss at initial recognition

The Group applies the option to irrevocably designate financial liabilities at fair value

through profit or loss for:

« Investment contract liabilities in insurance operations, where the customer bears the
investment risk and the corresponding financial assets are measured at fair value
through profit or loss. The contractual amount due to investors is determined on the
basis of the fair value of the corresponding financial assets.

« Debt securities in issue, which have fixed contractual interest rates, and for which
the portfolio’s aggregate interest rate risk is essentially eliminated with derivatives
that are measured at fair value through profit or loss.

Financial liabilities at fair value through profit or loss are initially recognised at fair
value on the trade date and subsequently measured at fair value. The determination of
fair value and the accounting for gains or losses on initial recognition are analogous to
financial assets at fair value through profit or loss. Changes in fair value are recognised
in profit or loss within Net gains and losses on financial items, except for changes in
fair value due to changes in the Group’s own credit risk. Such changes are presented in
other comprehensive income, with no subsequent reclassification to the income
statement.

Reclassification of financial assets and liabilities

The Group does not reclassify its financial assets unless the business model under
which the financial assets are held changes, which is expected to be very exceptional.
Financial liabilities are never reclassified.

3.4.3 Credit impairment

Credit impairment provisions are recognised on the following financial instruments:

financial assets that are measured at amortised cost, lease receivables, irrevocable loan

commitments issued, and financial guarantee contracts issued. Credit impairment
provisions are measured according to an expected credit loss model and reflect an
unbiased and probability-weighted amount that is determined by evaluating a range of
possible outcomes and considering all reasonable and supportable information
available without undue cost or effort at the reporting date. Such provisions are
measured according to whether there has been a significant increase in credit risk since
initial recognition of an instrument.

 Stage 1 includes financial instruments that have not experienced a significant
increase in credit risk since initial recognition and those within the Group’s policy to
assess for low credit risk at the reporting date, which is defined as having an invest-
ment grade equivalent rating.

« Stage 2 includes financial instruments that have deteriorated significantly in credit
quality since the initial recognition but for which there is no objective evidence of
credit impairment.

« Stage 3 includes financial instruments which are credit-impaired and for which there
is objective evidence of impairment.
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12-month expected credit losses are recognised on instruments in Stage 1 and lifetime
expected credit losses are recognised on instruments in Stage 2 and Stage 3. The life-
time expected credit losses represent losses from all possible default events over the
remaining life of the financial instrument. The 12-month expected credit losses are
losses resulting from the default events that are possible within 12 months after the
reporting date and conseqguently represent only a portion of the lifetime expected
credit losses.

Measurement of expected credit losses

Expected credit losses are measured for each individual exposure as the discounted
product of a probability of default (PD), an exposure at default (EAD), and a loss given
default (LGD). The PD represents the likelihood that a borrower will default on its
obligation. The EAD is an expected exposure at the time of default, taking into account
scheduled repayments of principal and interest, and expected further drawdowns on
irrevocable facilities. The LGD represents the expected loss on a defaulted exposure,
taking into account such factors as counterparty characteristics, collateral and product
type.

Expected credit losses are determined by projecting the PD, LGD and EAD for each
future month over the expected lifetime of an exposure. The three parameters are
multiplied together and adjusted for the probability of survival, or the likelihood that
the exposure has not been prepaid or has not defaulted in an earlier month. This effec-
tively calculates monthly expected credit losses, which are discounted back to the
reporting date using the original effective interest rate and summed. The sum of all
months over the remaining expected lifetime results in the lifetime expected credit
losses and the sum of the next 12 months results in the 12-month expected credit
losses.

When estimating expected credit losses, the Group considers at least three scenarios
(a base case, an upside and a downside), represented by relevant macroeconomic
variables, such as GDP, house prices, and unemployment rates. The risk parameters
used to estimate expected credit losses incorporate the effects of the macroeconomic
forecasts and associated expected probabilities, to measure an unbiased probability
weighted average. In cases where the impacts of relevant factors are not captured in
the modelled expected credit loss results, the Group uses its experienced credit judge-
ment to incorporate such effects.

The Group assesses material credit-impaired exposures individually and without the
use of modelled inputs. The credit impairment provisions for these exposures are esta-
blished using the discounted expected cash flows and considering a minimum of two
possible outcomes, one of which is a loss outcome. The possible outcomes consider
both macroeconomic and non-macroeconomic (borrower-specific) scenarios.

Definition of default and credit-impaired assets

Default is an input to the PD, which affects both the identification of a significant
increase in credit risk and the measurement of the expected credit losses. Financial
assets classified as credit-impaired are included in Stage 3.

The Group's IFRS 9 definitions of default and credit-impaired assets are aligned to
the Group’s regulatory definition of default, as this is what is used for risk manage-
ment purposes. Default and credit-impairment are triggered when one of the following
occurs: an exposure is more than S0 days past due, an exposure is declared in
bankruptcy or similar order, a non-performing forbearance measure is applied towards
the borrower or there is an assessment that the borrower is unlikely to pay its obliga-
tions as agreed. When assessing whether a borrower is unlikely to pay its obligations,
the Group takes into account both qualitative and quantitative factors including but
not limited to the overdue status or non-payment on other obligations of the same
borrower, expected bankruptcy and breaches of financial covenants. The Group has
elected to rebut the presumption that instruments which are 90 days past due are in
default or credit-impaired for instruments in the sovereign and financial institutions
exposure classes only, due to that default is triggered based on manual decisions.

An instrument is no longer considered to be in default or credit-impaired when it no
longer meets any of the default criteria for at least three consecutive months. Where a
loan is in default due to a non-performing forbearance measure having been applied,
longer probation periods are applied.

Determining a significant increase in credit risk since initial recognition

The Group assesses changes in credit risk using a combination of individual and
collective information and reflects significant increases in credit risk at the individual
financial instrument level. For financial instruments with an initial recognition date of 1
January 2018 or later, the primary indicator used to assess changes in credit risk is
changes in the forward-looking lifetime probability of default since initial recognition,
which incorporates the effects of past and current forecasted economic conditions.
Changes in Swedbank internal credit ratings since initial recognition, where each rating
corresponds to a 12-month probability of default, is used as a secondary indicator of
significant increase in credit risk. The estimation of the forward-looking lifetime proba-
bilities of default for initial recognition dates prior to the adoption of IFRS 9 would not
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have been possible without the use of hindsight and would have required undue cost
and effort. Consequently, for those instruments with an initial recognition date prior to
1 January 2018, changes in Swedbank internal credit ratings since initial recognition is
used as the primary indicator.

Qualitative indicators are also considered in the stage allocation assessment; for
example, whether a borrower is monitored on the watch list or has been extended
performing forbearance measures. Furthermore, a significant increase in credit risk is
considered to have occurred for all financial instruments which are 30 days past due.

The Group considers that certain financial instruments with low credit risk at the
reporting date have not experienced a significant increase in credit risk. The Group
applies this policy to financial instruments issued to sovereign and financial institu-
tions only.

A financial instrument is no longer considered to have experienced a significant
increase in credit risk when all indicators are no longer breached.

Expected lifetime

The lifetime of a financial instrument is relevant for both the assessment of significant
increase in credit risk, which considers changes in the probability of default over the
expected lifetime, and the measurement of lifetime expected credit losses. The
expected lifetime is generally limited by the maximum contractual period over which
the Group is exposed to credit risk, even if a longer period is consistent with business
practice. All contractual terms are considered when determining the expected lifetime,
including prepayment options and extension and rollover options that are binding to
the Group. For the mortgage portfolio, the Group uses a behavioural life model which
predicts the likelihood that an exposure will still be open and not defaulted at any point
during its remaining life (accounting for the probability of early repayment).

The only exception to this general principle applies for credit cards, where the
expected lifetime is estimated based on the period over which the Group is exposed to
credit risk and where the credit losses would not be mitigated by risk management
actions. This so-called behavioural life is determined using product-specific historical
data and ranges up to 10 years.

Modifications

Where a loan is modified but is not derecognised, significant increases in credit risk
continue to be assessed for impairment purposes as compared to the initial recognition
credit risk. Modifications do not automatically lead to a decrease in credit risk and all
quantitative and qualitative indicators will continue to be assessed. Further to this, a
modification gain or loss is recognised in the income statement within Credit impair-
ments, which represents the difference in the present value of the contractual cash
flows, discounted at the original effective interest rate.

Where a loan is modified and derecognised, the date of the modification is the initial
recognition date of the new loan for credit impairment purposes, including the assess-
ment of significant increases in credit risk. Where the new loan is considered to be
credit-impaired on initial recognition, it is classified as a purchased or originated credit
impaired asset and therefore lifetime expected credit losses are calculated until the
loan is repaid or written-off.

Purchased or originated credit impaired assets

Instruments which are credit impaired on initial recognition are accounted for as pur-
chased or originated credit-impaired assets. The expected credit losses for such assets
are always measured at an amount equal to the lifetime expected credit losses.
However, the expected credit loss on initial recognition are considered as part of the
gross carrying amount and therefore the recognised credit impairment provision repre-
sents only the changes in the lifetime expected credit losses from the initial recogni-
tion date. Favourable changes in the lifetime expected credit losses are recognised as
an impairment gain, even if those changes are more than the amount previously reco-
gnised as credit impairments.

Presentation of credit impairments

For financial assets measured at amortised cost, credit impairment provisions are
presented in the balance sheet as a reduction of the gross carrying amount of the
assets. For loan commitments and financial guarantee contracts, such provisions are
presented as a liability within Other liabilities and provisions. Where a financial instru-
ment includes both a loan and a loan commitment component, such as revolving credit
facilities, the Group recognises the credit impairment provisions separately for the loan
and the loan commitment components.

A write-off reduces the gross carrying amount of a financial asset. Credit impairment
losses and write-offs are presented as Credit impairments in the income statement.
Write-offs are recognised when the amount of loss is ultimately determined and
represent the amount before the utilisation of any previous provisions. Any subsequ-
ent recoveries of write-offs or impairment provisions are recognised as gains within
Credit impairments.
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3.4.4 Hedge accounting (IFRS 9, IAS 39)

Fair value hedges (IFRS 9)

Fair value hedge accounting is applied in certain cases when the interest rate exposure
in a recognised financial asset or financial liability is hedged with derivatives. Where
hedge accounting is applied, the hedged risk in the individual hedged item is also
measured at fair value. The value of the hedged risk in an individual financial asset or
financial liability is recognised on the same line in the balance sheet as the financial
instrument. Both the change in the value of the derivative hedging instruments and
the change in the value of the hedged risk are recognised through profit or loss in net
gains and losses on financial items.

In order to apply hedge accounting, the hedge relationship has been formally identi-
fied and documented. The hedge’s effectiveness is proven to remain prospectively
effective. There is an economic relationship between the hedged item and the hedging
instrument, and the effect of credit risk does not dominate the value changes resulting
from that relationship. Also, the hedge ratio is the same as that resulting from the
guantity of both the hedged item and the hedging instrument actually used.

Portfolio fair value hedges (IAS 39)

Portfolio fair value hedge accounting is applied by the Group in certain cases where the
interest rate exposure in loan portfolios is hedged with derivatives. Where hedge
accounting is applied, the hedged risk in the hedged portfolio is also measured at fair
value. The value of the hedged risk in the hedged portfolio is recognised on a separate
line in the balance sheet as Value change of interest hedged item in portfolio hedge.
The item is recognised in connection with Loans to the public. Both the change in the
value of the derivative hedging instruments and the change in the value of the hedged
risk are recognised through profit or loss in Net gains and losses on financial items.

In order to apply hedge accounting, the hedge relationship has been formally identi-
fied and documented. The hedge’s effectiveness must be measurable in a reliable way
and must be proven to remain very effective, both prospectively and retrospectively, in
offsetting changes in the fair value of the hedged risk.

Cash flow hedges (IFRS 9)
Derivative transactions are sometimes entered into to hedge the exposure to varia-
tions in future cash flows resulting from changes in exchange rates. These hedges can
be recognised as cash flow hedges, whereby the effective portion of the change in the
value of the derivative hedging instrument, is recognised directly in other comprehen-
sive income. Where the derivative hedging instrument is a cross currency basis swap,
the Group excludes the foreign currency basis spread from the hedging relationship.
The changes in fair value of the cross currency basis swap are recognised in other
comprehensive income; however the changes related to the effective portion of the
hedsge relationship and the foreign currency basis spread component are recognised
separately in the cash flow hedge reserve and the foreign currency basis reserve,
respectively. The amounts accumulated in the respective reserves are subsequently
reclassified to profit or loss in the same periods that the hedged future cash flows or
the foreign currency basis spread cash flows affect profit or loss. Any ineffective
portion is recognised through profit or loss in Net gains and losses on financial items.
In order to apply hedge accounting, the hedge relationship has been formally identi-
fied and documented. The hedge’s effectiveness is proven to remain prospectively
effective. There is an economic relationship between the hedged item and the hedging
instrument, and the effect of credit risk does not dominate the value changes resulting
from that relationship. Also, the hedge ratio is the same as that resulting from the
guantity of both the hedged item and the hedging instrument actually used.

Hedging of net investments in foreign operations (IFRS 9)
Hedges of net investments in foreign operations are applied to protect the Group from
translation differences that arise from the translation of operations in a functional
currency other than the presentation currency. Financial liabilities reported in the
foreign operation’s functional currency are translated at the closing date exchange
rate. The portion of the exchange rate result from hedging instruments that are effec-
tive is recognised in other comprehensive income. Any ineffective portion is recognised
in profit or loss in Net gains and losses on financial items. When a foreign operation is
divested, the gain or loss from the hedging instrument is reclassified from other com-
prehensive income and recognised in profit or loss.

In order to apply hedge accounting, the hedge relationship has been formally desig-
nated and documented. The hedge’s effectiveness is proven to remain prospectively
effective.

3.5 Leases (IFRS 16)

Lessee

Where the Group act as a lessee, the standard requires that right-of-use assets and
lease liabilities arising from most leases are recognised on the balance sheet. Right-of-
use assets are presented within Tangible assets and lease liabilities within Other liabili-
ties. Depreciation of the right-of-use assets and interest expenses related to lease
liabilities are recognised in the income statement. In the cash flow statement payments
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for the principal portion of the lease liability are presented within financing activities
and payments for the interest portion are presented within operating activities.

The lease liability is initially measured as the present value of lease payments that are
not paid at the commencement date. Over time, the liability will increase with

interest expense accruals and decrease with lease payments. The right-of-use asset is
initially measured at cost i.e. the same amount as the initial measurement of the lease
liability plus certain other costs, for example lease payments made at or before
commencement date. The right-of-use asset is thereafter depreciated over the lease
term. Lease payments are discounted using the incremental borrowing rate. The Group
applies the exemptions afforded by the standard regarding short-term leases and
leases for which the underlying asset is of low value. Expenses related to these lease
agreements are recognised as Other expenses. After the commencement date, the
carrying amount of the lease liability is remeasured to reflect any reassessment or
modification of a lease agreement. The remeasurement of the lease liability is adjusted
against the right-of-use asset. Gains or losses relating to modifications are recognised
in the income statement.

Lessor
When acting as a lessor all leases shall be classified as either an operating lease or a
finance lease. In a finance lease, the economic risks and benefits associated with
ownership of an asset are essentially transferred from the lessor to the lessee. Opera-
ting leases are those leases where the lessor bears the economic risks and benefits.
The Group’s leasing operations, as a lessor, consist of finance leases and are there-
fore recognised as loans and receivables. The carrying amount corresponds to the pre-
sent value of future lease payments. The difference between all future lease payments,
the gross receivable, and the present value of future lease payments constitutes
unearned income. Consequently, lease payments received are recognised in part in pro-
fit or loss as interest income and in part in the balance sheet as instalments, such that
the financial income corresponds to an even return on the net investment.

3.6 Associates and joint ventures (IAS 28, IFRS 11)

Associates and joint ventures are entities where the Group has significant influence or
joint control, but not sole control, of another entity and are accounted for according to
the equity method. The equity method means that the participating interests in an
entity are recognised at cost at the time of acquisition and subsequently adjusted for
the owned share of the change in the entity’s net assets. Goodwill attributable to the
associate or the joint venture is included in the carrying amount of the participating
interests and is not amortised.

The carrying amount of the participating interests is subsequently compared with
the recoverable amount of the net investment in the associate or the joint venture to
determine whether an impairment need exists. The owned share of the associate’s or
the joint venture’s profit according to the associate’s or the joint venture’s income sta-
tement, together with any impairment, is recognised on a separate line, Share of profit
or loss of associates and joint ventures, including taxes related to associates. The asso-
ciates’ and joint venture’s reporting dates and accounting policies conform to the
Group's.

3.7 Intangible assets (IAS 38)

Goodwill

Goodwill acquired through a business combination is initially measured at cost and
subsequently at cost less accumulated impairment. Goodwill is tested annually for
impairment or more frequently if events or circumstances indicate a decrease in value.
In order to test goodwill from business combinations for impairment, it is allocated
upon acquisition to the cash generating unit or units that are expected to benefit from
the acquisition. Identified cash generating units correspond to the lowest level in the
entity for which the goodwill is monitored in the internal control of the entity. A cash
generating unit is not larger than a business segment in the segment reporting.
Impairment is determined and recognised when the recoverable amount of the cash
generating unit to which the goodwill is allocated is lower than the carrying amount.
Recognised impairment is not reversed.

Other intangible assets

Intangible assets are initially measured at cost and subsequently at cost less accumula-
ted amortisation and accumulated impairment. The cost of intangible assets in a
business combination corresponds to fair value upon acquisition. The useful life of an
intangible asset is considered either finite or indefinite. Intangible assets with a finite
useful life are amortised over their useful life and tested for impairment when impair-
ment indication exist. Useful lives and amortisation methods are reassessed and when
needed amended in connection with each closing date. Development expenses are
capitalised and recognised in the balance sheet when such costs can be calculated in a
reliable way and for which it is likely that future economic benefits attributable to the
assets will accrue to the Group. In other cases, development costs are expensed when
they arise.
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3.8 Tangible assets (IAS 2, IAS 16)

For protection of claims

Tangible assets acquired or recovered to protect claims are recognised as inventory.
Inventories are measured at the lower of cost and net realisable value. The cost inclu-
des all expenses for purchasing, manufacturing and to otherwise bring the goods to
their current location and condition. The net realisable value represents to the amount
that is expected to be realised from a sale.

For own use

Tangible fixed assets, such as equipment and owner-occupied properties, are initially
recognised at cost and subsequently measured at cost less accumulated depreciation
and impairments.

3.9 Provisions (1AS 37)

A provision is recognised in the balance sheet when the Group has a legal or construc-
tive obligation arising from past events and it is probable that an outflow of resources
will be required to settle the obligation. Additionally, a reliable estimation of the
amount must be made, and estimated outflows are calculated at present value.
Provisions are reassessed on each reporting date and adjusted when needed, so that
they correspond to the current estimate of the value of the obligations.

Provisions are recognised for restructurings. Restructurings are extensive organisa-
tional changes which may require the payment of employee severance for early termi-
nation or branches to be shut down. For a provision to be recognised, a restructuring
plan must be in place and announced, so that it has created a valid expectation among
those affected that the company will implement a restructuring. A provision for
restructuring includes only direct expenses related to the restructuring and not to
future operations, such as of the cost of severance.

3.10 Pensions (IAS 19)

The Group’s post-employment benefits, which consist of pension obligations, are clas-
sified as either defined contribution plans or defined benefit plans. In defined contribu-
tion plans, the Group pays contributions to separate legal entities, and the risk of a
change in value until the funds are paid out rests with the employee. Thus, the Group
has no further obligations once the fees are paid. Other pension obligations are classi-
fied as defined benefit plans. Premiums for defined contribution plans are expensed
when an employee has rendered his/her services. In defined benefit plans, the present
value of pension obligations is calculated and recognised as a provision. Both legal and
constructive obligations that arise as a result of informal practices are considered. The
calculation is made according to the Projected Unit Credit Method and also includes pay-
roll tax. As such, future benefits are attributed to periods of service. The fair value of the
assets (plan assets) that are allocated to cover obligations is deducted from the provi-
sion. The income statement, staff costs, is charged with the net of service costs, interest
on obligations and the anticipated return on plan assets. The calculations are based on
the Group's actuarial assumptions i.e. the Group’s best estimate of future developments.
The same interest rate is used to calculate both interest expense and interest income. If
the actual outcome deviates or assumptions change, so-called actuarial gains and losses
arise. The net of actuarial gains and losses is recognised as Revaluations of defined
benefit pension plans in other comprehensive income, where the difference between
the actual return and estimated interest income on plan assets is recognised as well.

3.11 Insurance contracts (IFRS 4)

In the financial statements, insurance policies refer to policies where significant insu-
rance risk is transferred from the insured to the insurer. The majority of the Group’s
insurance policies do not transfer significant insurance risk; therefore, they are recog-
nised as financial instruments in the balance sheet line Financial liabilities where the
customers bear the investment risk. For insurance policies with significant insurance
risk, actuarial provisions are allocated corresponding to pledged obligations. In the
income statement, premiums received, and provisions are reported as Net insurance.

3.12 Net commission income (IFRS 15)

Revenue from contracts with customers consists primarily of service-related fees and
is reported as Commission income. Revenue is recognised when a performance obliga-
tion is satisfied, which is when control of the service is transferred to the customer.
The total consideration received is allocated to each performance obligation, depending
on whether they are satisfied either over time or at a point in time.

Commission income for asset management and custody services is generally
recognised as revenue over time, as services are performed. Where fees are variable, i.e.
performance-based fees, revenue is recognised when it is highly probable that a signifi-
cant reversal in the amount will not occur.

Payment commissions and card fees are generally recognised when the services are
provided, at a point in time. Fees related to service concepts are recognised over the
period of time when the services are provided. Lending fees that are not an integral
part of the effective interest rate are recognised as commission income. Lending and
deposits fees are recognised both over time and at a point in time, depending on when
the performance obligation is satisfied.

Expenses for bought service directly attributable to generating commission income
for service provided are reported as commission expense.
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3.13 Other income

IT and other services mainly provided to the Saving banks are included in Other income
and accounted for in accordance with IFRS 15, see 3.12 Net commission. The revenues
regarding IT-services are typically recognised over time. Revenues for other services
are recognised both over time and at a point in time, depending on when the perfor-
mance obligation is satisfied.

In addition, Other income includes capital gains and losses on the sale of ownership
interests in subsidiaries and associates, to the extent they do not represent an
independent service line, or a significant business conducted within a geographical
area. Other income also includes capital gains and losses on the sale of tangible assets.

3.14 Share-based payment (IFRS 2)
Since the Group receives services from its employees and assumes an obligation to
settle the transactions with equity instruments, this is recognised as share-based
payment. The fair value of the services that entitle the employees to an allotment of
equity instruments is expensed at the time the services are rendered and, at the same
time, a corresponding increase in equity is recognised as Retained earnings.

For share-based payment to employees settled with equity instruments, the
services rendered are measured with reference to the fair value of the granted
equity instruments. The fair value of the equity instruments is calculated as per the
grant date for accounting purposes i.e. the measurement date. The measurement date
refers to the date when a contract was entered into and the parties agreed on the
terms of the share-based payment. On the grant date, the employees are granted
rights to share-based payment. Since the granted equity instruments are not vested
until the employees have fulfilled a period of service, it is assumed that the services are
rendered during the vesting period. This means that the cost and corresponding
increase in equity are recognised over the entire vesting period. Non-market based ves-
ting terms, such as a requirement that a person remains employed, are taken into
account in the assumption of how many equity instruments are expected to be vested.
At the end of each report period the Group reassesses its judgements of how many
shares it expects to be vested based on the non-market based vesting terms. Any devi-
ation from the original judgement is recognised in profit or loss and a corresponding
adjustment is recognised in Retained earnings within equity. Related social insurance
charges are recognised as cash-settled share-based payment i.e. as a cost during the
corresponding period but based on the fair value that at any given time serves as the
basis for a payment of social insurance charges.

3.15 Impairment (IAS 36)

For assets that are not tested for impairment according to other standards, the Group
periodically determines whether there are indications of diminished value. If such
indications exist, the asset is tested for impairment by estimating its recoverable
amount. An asset’s recoverable amount is the higher of its selling price less costs to sell
and its value in use. If the carrying amount exceeds the recoverable amount, the asset
is reduced to its recoverable amount. When estimating value in use, estimated future
cash flows are discounted using a discount rate before tax that includes the market's
estimate of the time value of money and other risks associated with the specific asset.
An assessment is also made on each reporting date whether there are indications that
the need for previous impairments has decreased or no longer exists. If such indications
exist, the recoverable amount is determined. Previous impairment losses are reversed
only if there were changes in the estimates made when the impairment was recog-
nised. Goodwill impairment is not reversed. Impairments are recognised separately in
the income statement for tangible or intangible assets.

3.16 Tax (IAS 12)

Current tax assets and tax liabilities for current and previous periods are measured at
the amount expected to be obtained from or paid to tax authorities. Deferred taxes
refer to tax on differences between the carrying amount and the tax base, which in the
future serves as the basis for current tax.

Deferred tax liabilities are the tax attributable to taxable temporary differences and
are expected to be paid in the future. Deferred tax liabilities are recognised on all
taxable temporary differences, with the exception of the portion of tax liabilities attri-
butable to the initial recognition of goodwill or to certain taxable differences owing to
holdings in subsidiaries. Deferred tax assets represent a reduction in the future tax
attributable to deductible temporary differences, tax loss carry-forwards or other
future taxable deductions. Deferred tax assets are tested on each closing date and
recognised to the extent it is likely on each closing date that they can be utilised. As a
result, a previously unrecognised deferred tax asset is recognised when it is considered
likely that a sufficient surplus will be available in the future. Tax rates which have been
enacted or substantively enacted as of the reporting date are used in the calculations.

The Group's deferred tax assets and tax liabilities are estimated at nominal value
using each country's tax rate in effect in subsequent years. Deferred tax assets are
netted against deferred tax liabilities for Group entities that have offsetting rights. All
current and deferred taxes are recognised in profit or loss as Tax expense, with the
exception of tax attributable to items that are recognised directly in other comprehen-
sive income or equity.
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3.17 Cash and cash equivalents (IAS 7)

Cash and cash equivalents consist of cash and balances with central banks, when the
central bank is domiciled in a country where Swedbank has a valid banking licence.
Balances refer to funds that are available at any time. This means that all cash and cash
equivalents are immediately available.

3.18 Operating segments (IFRS 8)

Segment reporting is presented on the basis of the executive management's perspec-
tive and relates to the parts of the Group that are defined as operating segments. Ope-
rating segments are identified on the basis of internal reports to the company’s chief
operating decision maker. The Group has identified the Chief Executive Officer (CEO) as
its chief operating decision maker and the internal reports used by the CEO to oversee
operations and make decisions on allocating resources serve as the basis of the infor-
mation presented.

The accounting policies for an operating segment consist of the above accounting
policies and policies that specifically refer to segment reporting. Market-based
compensation is applied between operating segments, while all costs for IT, other
shared services and Group staff are transferred at full cost-based transfer prices to
the operating segments. Group Executive Management expenses are not distributed.
Cross-border services are invoiced according to the OECD's guidelines on transfer
pricing. The Group’s equity attributable to the shareholders is allocated to each opera-
ting segment based on the capital adequacy rules and estimated utilised capital.

The return on equity for the business segments is based on profit before tax less
estimated tax and non-controlling interests in relation to average allocated equity.

4 CRITICAL ACCOUNTING JUDGEMENTS AND ESTIMATES

The presentation of consolidated financial statements in conformity with IFRS requires
the executive management to make judgements, assumptions and estimates that affect
the recognised amounts for assets, liabilities and disclosures of contingent assets and lia-
bilities as of the closing day as well as recognised income and expenses during the report
period. The executive management continuously evaluates these judgements and esti-
mates, including those that affect the fair value of financial instruments, provisions for
impaired loans, impairment of intangible assets, deferred taxes, pension provisions and
share-based payments. The executive management bases its judgements and assump-
tions on previous experience and several other factors that are considered reasonable
under the circumstances. Actual results may deviate from judgements and estimates.

Investment funds

Entities in the Group have established investment funds for their customers’ savings
needs. The Group manages the assets of these funds on behalf of customers in accor-
dance with predetermined provisions approved by the Swedish Financial Supervisory
Authority. The return generated by these assets, as well as the risk of a change in
value, accrues to customers. Within the framework of the approved fund provisions,
the Group receives management fees as well as, in certain cases, application and
withdrawal fees for the management duties it performs. The decisions regarding the
management of an investment fund are governed by the fund’s provisions; however
the Group has power over the decision making of the relevant activities of the invest-
ment funds. The Group’s exposure to variable returns from its involvement with those
funds is primarily related to the fees charged and therefore the Group is considered to
act as agent on behalf of the investment funds' investors. In certain cases, Group enti-
ties also invest in the investment funds to fulfil their obligations to customers. The
Group's holdings in the investment funds represent an additional variable exposure in
the investment funds. The Group's interests in total are seen as principal activity for
the Group’s own benefit where such interests exceed 35 per cent and, consequently,
the investment fund would be controlled and consolidated. The Group considers that
holdings in investment funds through unit-linked mutual insurance contracts do not
result in a variable exposure and therefore are excluded from the assessment of control
over such investment funds. Holdings in investment funds through unit-linked mutual
insurance contracts of SEK 194bn (169) are recognised as Financial assets for which
the customer bears the investment risk and the corresponding liabilities of SEK 194bn
(169) are recognised as Financial liabilities for which the customer bears the invest-
ment risk. If the Group had considered such holdings to be a variable exposure and that
it had control over such investment funds, additional financial assets and financial liabi-
lities corresponding to SEK 82bn (77) respectively would have been recognised in the
Group's balance sheet.

Financial instruments

When determining the fair values of financial instruments, the Group uses various
methods depending on the degree of available observable market data and the level of
activity in the market. Quoted prices on active markets are primarily used. When finan-
cial assets and financial liabilities in active markets have offsetting market risks, the
average of bid and sell prices is used as a basis for determining the fair value of the off-
setting risk positions. For any open net positions, bid or sell prices are applied as appro-
priate, i.e. bid prices for long positions and sell prices for short positions. The Group’s
executive management has determined the method for which market risks offset each
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other and how the net positions are calculated. When quoted prices on active markets
are not available, the Group instead uses valuation models. The Group's executive mana-
gement determines when the markets are considered inactive and when quoted prices
no longer correspond to fair value, therefore requiring that valuation models are used.
An active market is considered a regulated marketplace where guoted prices are easily
accessible and which demonstrates regularity. Activity is evaluated continuously by
analysing factors such as trading volumes and differences between bid and sell prices.
When certain criteria are not met, the market or markets are considered inactive. The
Group's executive management determines which valuation model and which pricing
parameters are most appropriate for the individual instrument. Swedbank uses valua-
tion models that are generally accepted and are subject to independent risk contral.
When financial instruments are measured at fair value according to valuation
models, a determination is made on which observable market data should be used in
those models. The assumption is that quoted prices for financial instruments with simi-
lar activity will be used. When such prices or components of prices cannot be identified,
the executive management must make its own assumptions. Note G46 shows financial
instruments at fair value divided into three valuation levels: quoted prices, valuation
models with observable market inputs and valuation models with significant assump-
tions. As of year-end the value of financial instruments measured with significant ass-
umptions amounted to SEK 1 127m (1 854), related to holdings in unlisted shares.
A determination is made about which financial instruments hedge accounting will be
applied to in order to reduce accounting volatility as far as possible. Accounting volati-
lity lacks economic relevance and arises when financial instruments are measured with
different measurement principles despite that they financially hedge each other.

Tax

For the parent company’s Estonian subsidiary, Swedbank AS, income taxation is trigge-
red only if dividends are paid. The parent company determines the dividend payment
and does not intend to distribute dividends from the subsidiary’s accumulated earnings
before 2017 and no deferred tax is reported for this part. Accumulated earnings before
2017 amounted to SEK 13 724m (14 237). The unrecognised deferred tax liability
amounted to SEK 2 745m (2 847).

Provisions for credit impairments

Credit impairment provisions are estimated using quantitative models incorporate
inputs, assumptions and methodologies that involve a high degree of management
judgement. In particular, the following can have a significant impact on the level of
impairment provisions: the determination of a significant increase in credit risk and the
incorporation of forward-looking macroeconomic scenarios. Incorporating for-
ward-looking information requires significant judgement, both in terms of the scena-
rios to be applied and ensuring that only relevant forward-looking information is consi-
dered in the calculation of expected credit losses.

There have been no significant changes to the methodologies applied during the
reporting period. However, due to the continued uncertainties related to Covid-19 and
that the quantitative risk models may not appropriately incorporate the specific dyna-
mics related to the pandemic, post-model expert credit adjustments to the credit
impairment provisions were deemed necessary. Details of these are found on page 77.
Analysis of the sensitivity of credit impairment provisions in relation to significant
increase in credit risk assumptions is found on page 76 and in relation to the for-
ward-looking macroeconomic scenarios is found on page 75.

Significant credit-impaired exposures (which are those where the borrower’s or limit
group’s total group credit limit is SEK 50m or more), are assessed on an individual basis
and without the use of modelled inputs. The credit impairment provisions for these
exposures are established using the discounted expected cash flows and considering a
minimum of two possible outcomes, of which at least one is a loss outcome. The pos-
sible outcomes consider both macroeconomic and non-macroeconomic (borrower-spe-
cific) scenarios. The estimation of future cash flows takes into account a range of rele-
vant factors such as the amount and sources of cash flows, the level and quality of the
borrower’s earnings, the realisable value of collateral, the Group'’s position relative to
other claimants, the likely cost and duration of the work-out process and current and
future economic conditions. The amount and timing of future recoveries depend on the
future performance of the borrower and the valuation of collateral, both of which
might be affected by future economic conditions; additionally, collateral may not be
readily marketable. Judgements change as new information becomes available or as
work-out strategies evolve, resulting in regular revisions to the credit impairment pro-
visions. The change in credit impairment provisions recognised in the income state-
ment in relation to individually assessed loans is SEK 603m (869).

Impairment testing of goodwill

Goodwill is tested at least annually for impairment. Testing is conducted by calculating
the recoverable amount i.e. the highest of value in use or the selling price less costs to
sell. If the recoverable amount is lower than the carrying amount, the asset is reduced
to its recoverable amount. Goodwill impairment does not affect either cash flow or the
capital adequacy ratio, since goodwill is a deduction in the calculation of the capital
base. The executive management's tests are done by calculating value in use. The cal-
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culation is based on estimated future cash flows from the cash generating unit that
the goodwill relates to and has been allocated to as well as when the cash flows are
received. The first three years’ cash flows are determined on the basis of the financial
plans the executive management has established. Subsequent determinations of the
size of future cash flows require more subjective estimates of future growth, margins
and profitability levels. The Group estimates perpetual cash flows, since all cash gene-
rating units are part of the Group’s home markets, which it has no intention of leaving.
In addition, a discount rate is determined that in addition to reflecting the time value of
money also reflects the risk that the asset is associated with. Different discounting
factors are used for different time periods. As far as possible, the discount rate and ass-
umptions, or portions of the assumptions, are based on external sources. Nevertheless,
a large part of the calculation is dependent on the executive management's own ass-
umptions. The executive management considers the assumptions to be significant to
the Group’s results and financial position. The Group’s goodwill amounted to SEK
13327m (13 709) at year-end, of which SEK 10 200m (10 582) relates to the invest-
ment in the Baltic banking operations. The executive management’s assumptions in
the calculation of value in use as of year-end did not lead to any impairment losses. If
the discount rate had been increased by one percentage point or the growth assump-
tion had been reduced by one percentage point, it would not have created any impair-
ment losses for the investments in the Baltic banking operations.

Defined benefit pensions

For pension provisions for defined benefit obligations, the executive management uses
a number of actuarial assumptions to estimate future cash flows. The assumptions are
assessed and updated, if necessary, at each reporting date. Changes in assumptions are
described in Note G39. Important estimates are made with regard to the final salary
the employee has at the time of retirement, the size of the benefit when it relates to
the income base amount and the payment period and economic life. Estimated future
cash flows are projected at present value using an assumed discount rate. When actual
outcomes deviate from the assumptions made, an experience-based actuarial gain or
loss arises. Actuarial gains or losses also arise when assumptions change. During the
year a gain of SEK'5 166m (-3 866) was recognised in other comprehensive income,
regarding remeasurements of defined benefit pension plans. At year end the discount
rate, which are used in the calculation of the pension liability, was 1.41 per cent as per
year end 2020 compared to 1.46 per cent last year end. More high quality bonds have
been included in the determination of the discount rate from the first quarter 2020.
The inflation assumption was 1.48 per cent compared with 1.98 per cent last year end.
The changed assumptions represent SEK 2 792m (-4 929) of the positive result in
other comprehensive income. The fair value of plan assets increased during the year by
SEK 2 374m (1 063). In total, the obligation for defined benefit pension plans exceeded
the fair value of plan assets by SEK 3 665m compared with SEK 8 798m at the last
year end.
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Contingent liabilities

The Group is subject to different authorities’ investigations regarding Swedbank’s
historic anti money laundering compliance. At year end no amount has been recognised
as a provision or has been reported as a contingent liability for potential fines. The out-
come of the investigations has still not been known, neither was it

possible to reliably estimate potential fines.

5 NEW STANDARDS AND INTERPRETATIONS

5.1 Standards issued but not yet adopted

The International Accounting Standards Board (IASB) and IFRS Interpretations Commit-
tee (IFRIC) have issued the following standards, amendments to standards and inter-
pretations that apply in or after 2021. The IASB permits earlier application. For
Swedbank to apply them also requires that they have been approved by the EU if the
amendments are not consistent with previous IFRS rules. Consequently, Swedbank has
not applied the following amendments in the annual report.

Amendments for Interest Rate Benchmark Reform (phase 2)

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 Interest Rate Benchmark
Reform - Phase 2 were issued in August 2020. The amendments were approved by the
EUinJanuary 2021 and are applicable from 1 January 2021, with early application
permitted. The amendments address the accounting issues that arise when financial
instruments that reference an IBOR interest rate transition to an alternative bench-
mark rate. The amendments include a practical expedient for modifications required by
the Interest Rate Benchmark Reform (the Reform), to be treated as changes to a
floating interest rate. They also permit changes required by the Reform to be imple-
mented in hedge designations and hedge documentation without the hedging rela-
tionship being discontinued. The adoption will not have any impact on the Group's
financial position, results, cash flows or disclosures.

Insurance (IFRS 17)

IFRS 17 was issued in May 2017 and amended in June 2020. The standard is applicable
from 1 January 2023 and has not yet been approved by the EU. The new standard
establishes principles for recognition, presentation, measurement and disclosure of
insurance contracts issued. Insurance contracts in scope will be measured at current
value, based on the current estimates of amounts expected to be collected from premi-
ums and paid out for claims, benefits and expenses plus expected profit for providing
insurance coverage. The impacts on the Group’s financial reports are still being asses-
sed by the Group.

Other changes in IFRS and Swedish regulations

Other new or amended IFRSs, interpretations or Swedish regulations issued and not
yet adopted are not expected to have a significant impact on the Group’s financial
position, results, cash flows or disclosures.
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Swedbank defines risk as a potential negative impact on the value of the Group that
may arise from current internal processes or from internal or external future events.
The concept of risk combines the probability of an event occurring with the impact that
event would have on profit and loss, equity and the value of the Group.

The Board of Directors has adopted a Policy on Enterprise Risk Management (ERM)
that describes the Enterprise Risk Management framework. This includes the Group’s
Risk Strategy and Risk Appetite, fundamental principles on risk management such as
risk culture and risk awareness, as well as allocation of roles and responsibilities in the
risk management process. The framework embeds risk management into existing prac-
tices and processes within the Group.

Risk management includes the processes which ensure that the Group identifies,
assesses (and measures where applicable), manages, monitors and reports on risk. The
processes encompass all types of risk and result in an assessment of Swedbank’s risk
level, which in turn serves as the basis of the internal capital adequacy assessment
process.

To ensure that Swedbank’s risk exposure maintains a low level also in the long-term
perspective, the Board has defined an overall risk appetite. In line with this appetite,
individual CEQ limits have been established for the types of risks that the Group is
exposed to. The CEQ limits are complemented by limits at lower levels as well as key
risk indicators, which are closely monitored and designed to provide early warning sig-
nals should the risk landscape change.

The capital adequacy assessment process evaluates capital needs based on Swed-
bank’s aggregate risk level, goals and business strategy. The aim is to ensure efficient
use of capital and at the same time, even under adverse market conditions, ensure that
Swedbank meets legal minimum capital requirements and maintains access to both
domestic and international capital markets.

External risks and other factors that affect risk

In 2020, several factors affected the world at large, of which some were more relevant
to Europe. These factors are potential risk drivers in the economies affected by them.
Swedbank follows the developments closely in order to manage the potential risks in a
proactive manner:

Covid-19

Covid-19 was assessed as a critical risk for the Bank, its employees and customers. The
authorities in all Swedbank home markets, as well as in other geographies introduced
stricter precautionary measures to diminish the spread of the virus and the Bank fol-
lowed all the restrictions and recommendations accordingly. Employees were advised
to work remotely (from home) at least until the end of 2020. The recovery in the eco-
nomy from the pandemic is losing steam as the Covid-19 cases increase in connection
with the second wave of the pandemic. While the pandemic affected all customer seg-
ments at various degrees, there were no material signs of deteriorating asset quality in
the credit portfolio, and actual default rates in e.g. Mortgage and SMEs were at historic
lows despite the severity of Gross Domestic Product (GDP) and unemployment. The
new stage of the pandemic however brings increased uncertainty and a recovery is
dependent on fiscal and monetary policies remaining expansionary and there is also
risk for delayed effects when the government support measures end.

Brexit

Swedbank is adequately prepared for Brexit after the end of the transition period. The
risks identified have either been mitigated or are being mitigated through measures
such as vetting of contracts with suppliers based in the UK to ensure Swedbank’s com-
pliance related to GDPR. The current temporary adjustments and permits within the
area of financial services creates a risk for disruptions from mid-year 2022 unless the
EU and the UK agree on new and/or permanent rules and legislation.

Anti-money laundering and Counter Terrorist financing (AML/CTF)

Swedbank is a full-service retail bank offering a wide range of products and services to
a large number of private and corporate customers. Swedbank s business model means
that the Group is exposed to risks and many predicate crimes in relation to Money
Laundering and Terrorist Financing (ML/TF) schemes.

The Swedish and Estonian supervisory authorities concluded their investigations of
Swedbank in March 2020. The investigations showed that Swedbank had deficiencies
in its internal governance and controls related to the prevention money laundering.

In order to remediate the deficiencies and strengthen Swedbank’s capability to identify

and control risks related to money laundering, Swedbank initiated a number of strate-
gic programs: Culture project, governance initiative and compliance review. Currently
these programs are in an ongoing transformation phase. In addition, an external
consultancy firm has been assigned to conduct a yearly maturity assessment of Swed-
bank's AML/CTF programs for three years. The first report demonstrates the high pace
of Swedbank remediation programs to remediate its historical deficiencies.

The Anti-Financial Crime Unit (AFC) has continued to concentrate the Group’s resour-
ces for technological and investigative resources and competences connected to the
prevention of financial crime. Swedbank is also investing heavily in additional resources
and infrastructure regarding know your customer (KYC), risk classification, transaction
monitoring and screening of financial sanctions. Further, Swedbank has continued its
work of updating its current AML/CTF framework to ensure robustness and consis-
tency in the Group in the AML/CTF work that takes place across the Group.Through
these frameworks, Swedbank expresses its risk appetite for money laundering.

Other factors

Interest Rate Benchmark Reform

IBOR transition is a market move from existing Interbank Offered Rates (IBORs)
towards alternative Risk Free Rates (RFRs). Global regulators and the public/private
sector have established working groups to identify and promote the use of more robust
and transparent, transactionbased RFRs. IBORs act as reference rates for a broad range
of financial instruments and are therefore key to financial stability. At Swedbank as a
large full service bank the IBORs are currently used across lending, deposit, investment
and trading products and feature across other internal processes. To address the chal-
lenge and ensure smooth transition, Swedbank established an IBOR Transition pro-
gramme across the bank to work with assumptions on market transition, inventory,
scenario and data analysis, Group strategy, contracts and agreements as well as inter-
nal and external communication. Swedbank has activities underway to continuously
identify and monitor the developments and has plans in place to transition the exposu-
res where an IBOR rate is expected to be discontinued. Swedbank will continue taking
steps through the IBOR Transition programme to manage and mitigate any risks which
may arise. Swedbank has implemented processes and technology to adopt new RFRs
e.g. (SONIA, SOFR, €STR) in some financial products in relevant parts of its business
and is developing capabilities to operate using new rates as and when they become
available. Similarly, Swedbank is prioritising risk mitigation activities in relation to cur-
rent exposure to LIBOR and other incumbent rates. Transition activity and operational
changes to manage this exercise are in progress and are anticipated to continue
through the lifetime of the IBOR transition.

Tax

The tax area is complex and leaves room for judgement. Practices and interpretations
of applicable laws are often changed, sometimes retroactively. In the event that the tax
authorities and, where appropriate, the tax courts decide on a different interpretation
than what Swedbank initially made, then it could impact the Group’s operations,
results and financial position.
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Swedbanks Risk Taxonomy

Swedbank has a Group Risk Taxonomy, which is a system for categorizing risks into
groups based on common characteristics of risks. The categories in the Risk Taxo-
nomy are called Risk types.

Risk types Description

Credit risk (3.1) The risk that a counterparty fails to meet its obligations
to the Group and the risk that the pledged collateral does
not cover the claims.

Liquidity risk (3.2) The risk of not being able to meet payment obligations
when they fall due without incurring considerable ad-
ditional costs for obtaining funds or losses due to asset
fire-sales.

Market risk (3.3) The risk to value, earnings, or capital arising from move-

ments of risk factors in financial markets.

Operationalrisk (3.4)  The risk of losses, business process disruption and neg-
ative reputational impact resulting from inadequate or
failed internal processes, people and systems, or from

external events.

Risk in the insurance business is defined as insurance
underwriting risk, market risk, credit risk, and liquidity
risk in respect of the wholly owned insurance companies
in the Group.

Risk in the Insurance
Business (3.5)

Otherrisk types (3.6)  Other risk types within Swedbank’s Risk Taxonomy are
Capital risk, Sustainability risk, Strategic risk and Compli-

ance risk

3.1 CREDIT RISK

3.1.1 Definition

Credit risk is the risk that a counterparty fails to meet its contractual obligations
towards the Group and the risk that the pledged collateral does not cover the claims.
Credit risk also includes concentration risk, country risk, counterparty credit risk in
trading transactions and settlement risk.

3.1.2 Risk management

A central principle for Swedbank's lending is that each of the Group's business units
have full responsibility for their credit risks, that credit decisions adhere to the credit
process and are made in accordance with applicable regulations, and that these deci-
sions are in line with Swedbank’s business and credit strategies. Depending on the
size and nature of each credit, a lending decision can be made, for example, by an
officer with help from system support or by a credit committee. The business unit
has full liability regardless of who makes the ultimate decision, including responsibi-
lity for internal credit control. The duality principle serves as guidance for credit
management throughout the Group. The principle is reflected in the credit organisa-
tion, in decision-making bodies and in the credit process. Each business unit is
responsible for ensuring that internal controls are integrated in the relevant parts of
the credit process.

The credit process comprises operating and decision-making processes for len-
ding, credit monitoring, and quantification of credit risk. The decision to grant credit
requires that the borrower, on good grounds, is expected to fulfil its commitment
towards the Group. Moreover, the Group strives to obtain adequate collateral. Sound,
robust and balanced lending requires that each transaction is viewed in relation to
relevant external factors, taking into account what the Group and the market know
about anticipated local, regional and global changes and developments which could
impact the transaction and its risks. Sustainability, including environmental conside-
rations, social responsibility and business ethics, shall, for example, be taken into
account.

Risk classification is a central part of the credit process. Risk class is assessed and
assigned as part of each credit decision. The risk class also affects the scope of the
analysis and documentation and how customers are monitored. In this way, low-risk
transactions can be approved through a simpler and faster credit process. All credit
exposures are systematically assessed on a continuous basis for early identification
of significant increase in credit risk. Exposures to corporate customers, financial
institutions and sovereigns are also reviewed at least once a year to ensure a com-
prehensive assessment of the borrower’s financial situation and forward-looking
creditworthiness, review and establishment of risk class and assessment of long-
term relationship with the borrower.
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The Group Risk organisation is responsible for independent monitoring and control of
credit risk management, including the credit process, risk limits and the risk classifica-
tion system. The risk organisation regularly reviews and assess the aggregate credit
portfolio’s risk profile and risk development. Stress tests are performed regularly, e.g.
as a part of the annual Internal Capital Adequacy Assessment Process (ICAAP). Risk
concentrations and increased risks in different segments as well as in large individual
exposures are thoroughly monitored. Specific analyses and stress tests of certain seg-
ments or sub portfolios are performed as required.

3.1.3 Risk measurement

Swedbank’s internal risk classification system is the basis for, among other things:
* Risk assessment and credit decisions

« Calculating risk-adjusted returns (including RAROC)

 Credit impairment provisions

* Monitoring and managing credit risks

« Reporting credit risks to the Board, CEQ and Group Executive Management

« Developing credit strategies and associated risk management activities

« Calculating capital requirements and capital allocation

The most important risk parameters for calculating expected losses and regulatory
capital requirements for credit exposures are:

Probability of Default (PD) - the probability that a counterparty or contract will have a
payment default within a twelve-month period.

Loss Given Default (LGD) - the proportion of the credit exposure that is expected to be
lost in the event of default, and

Exposure at Default (EAD) - the credit exposure the bank is estimated to have when a
counterparty has defaulted.

In the PD models, the risk grades are expressed on a scale of 22 risk grades, where 0
represents the highest risk and 21 represents the lowest risk of default. In addition,
there is one grade for defaulted loans. The table below describes the risk scale and how
it relates to the theoretical probability of default (PD) within 12 months, as well as to
an indicative rating from Standard & Poor’s.

Internal risk grade PD (%) Indicative rating Standard & Poor’s
13-21 <0.5 BBB-to AAA
9-12 0.5-20 BB to BB+
6-8 2.0-5.7 B+ to BB-
0-5 >5.7 CtoB
Default 100 D

Swedbank’s internal risk classification system is approved by the Swedish Financial
Supervisary Authority and Swedbank is permitted to apply the IRB approach to calcu-
late the major part of the capital requirement for credit risks. Swedbank uses several
different risk classification models for different sub-segments of the credit portfolio.
There are primarily two types of models. One type is based on statistical methods,
requiring access to a large amount of information on counterparties and sufficient
information regarding counterparties that have entered into default. The other type is
based on expert opinions and is used in cases where statistical methods are not appli-
cable. The models are validated when new models are introduced and when major
changes are made, as well as on a periodic basis, at least annually. The validation is
designed to ensure that each model measures risk in a satisfactory manner. In addition,
the models are evaluated to ensure that they work well in daily credit operations.

In the financial statements, expected credit losses are calculated in accordance
with International Financial Reporting Standard (IFRS) 9, which is described below in
section 3.1.4. The main differences between the expected loss calculation for regula-
tory capital requirements (Basel regulatory framework) and the measurement of
expected credit losses according to IFRS 9 are summarised in the table in section
3.1.5 “IFRS 9 vs Regulatory capital framework”.
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3.1.4 Calculation of credit impairment provisions

Measurement of expected credit losses

The Group measures credit impairment provisions using an expected credit loss app-
roach. Expected credit losses are measured based on the stage to which the individual
asset is allocated at each reporting date. For financial assets with no significant
increase in credit risk since initial recognition (Stage 1), impairment provisions reflect
12-month expected credit losses.

For financial assets with a significant increase in credit risk (Stage 2) and those
which are credit impaired (Stage 3), impairment provisions reflect lifetime expected
credit losses. Such measurements are estimated using internally developed statistical
models or individual assessments of expected contractual cash flows, both of which
involve a high degree of management judgement. The portfolios for estimating expec-
ted credit losses are determined according to the same segmentation that is applied for
regulatory purposes, with shared risk characteristics. This is based on homogeneous
sub segments of the total credit portfolio, such as obligor type, country, business area,
or product group.

The key inputs used in the quantitative models are Probability of Default, Loss Given
Default, Exposure At Default and expected lifetime. Expected credit losses reflect both
historical data and probability weighted forward-looking scenarios.

Probability of Default (PD)

The 12-month and lifetime PDs of a financial instrument represent the probability of
a default occurring over the next 12 months and over its expected lifetime respecti-
vely, based on conditions existing at the balance sheet date and future economic
conditions that affect credit risk.

Internal risk rating grades based on IRB PD models are inputs to the IFRS 9 PD
models and historic default rates are used to generate the PD term structure cove-
ring the lifetime of financial assets. The developed PD models are segmented based
on shared risk characteristics such as obligor type, country, product group and indu-
stry segment, and are used to derive both the 12-month and lifetime PDs. Segment
and country specific credit cycle indexes are forecasted given different macroecono-
mic scenarios.

For each scenario, PD term structures are adjusted based on the correlation to the
forecasted credit cycle indexes, to obtain forward-looking point-in-time PD estima-
tes. Consequently, a worsening of an economic outlook or an increase in the probabi-
lity of the downside scenario occurring results in higher 12-month and lifetime PDs,
thus increasing the estimated expected credit losses as well as the number of loans
migrating from Stage 1 to Stage 2.

Loss Given Default (LGD)

LGD represents an estimate of the loss arising on default, taking into account the
probability and the expected value of future recoveries including realization of colla-
teral, the length of the recovery period and the time value of money. LGD estimates
are based on historical loss data segmented by geography, type of collateral, type of
obligor, and product information. Forward-looking information is reflected in the
LGD estimates by using forecasted collateral value indexes for each macroeconomic
scenario to adjust future loan-to-value and recovery rates. An economic outlook
with deteriorating collateral values decreases recovery rates and increases loan-to-
value, and therefore increases LGD and expected credit losses.

Exposure At Default (EAD)

The EAD represents an estimated exposure at a future default date, considering
expected changes in the exposure after the reporting date. The Group’s modelling
approach for EAD reflects current contractual terms of principal and interest pay-
ments, contractual maturity date and expected utilisation of undrawn limits on
revolving facilities and irrevocable off-balance sheet commitments.

Expected lifetime

The Group measures expected credit losses considering the risk of default over the
expected life. The expected lifetime is generally limited by the maximum contractual
period over which the Group is exposed to credit risk, even if a longer period is
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consistent with business practice. All contractual terms are considered when deter-
mining the expected lifetime, including prepayment options and extension and rollo-
ver options that are binding to the Group. For the mortgage portfolio, the Group
uses a behavioural life model which predicts the likelihood that an exposure will still
be open and not defaulted at any point during its remaining life (accounting for the
probability of early repayment). For credit cards, the expected behavioural life, is
determined using product specific historical data and ranges up to 10 years.

Determination of significant increase in credit risk

The Group uses both quantitative and qualitative indicators for assessing a significant

increase in credit risk. The criteria are disclosed in note G2 Accounting Policies section

3.4.3 Credit impairment, Determining a significant increase in credit risk since initial

recognition. The tables on the next page show the quantitative thresholds, namely:

« Changes in the 12-month PD and internal risk rating grades, which have been applied
for the portfolio of loans originated before 1 January 2018.

For instance, for exposures originated with a risk grade between 0 and 5, a downg-

rade by 1 to 2 grades from initial recognition is assessed as a significant change in

credit risk. Alternatively, for exposures originated with a risk grade between 13 and

21, adowngrade by 3 to 8 grades from initial recognition is considered significant.

« Changes in the lifetime PD, which have been applied for the portfolio of loans origina-
ted on or after 1 January 2018.
For instance, for exposures originated with a risk grade between 0 and 5, a 50 per
cent increase in the lifetime PD from initial recognition is assessed as a significant
change in credit risk. Alternatively, for exposures originated with a risk grade
between 13 and 21, an increase of 150-300 per cent from initial recognition is consi-
dered significant.
These thresholds reflect a lower sensitivity to change in the low risk end of the risk
scale and a higher sensitivity to change in the high-risk end of the scale.

Further to this and in light of Covid-19, the Group has provided support measures to
customers, in the form of principal amortisation deferrals, which have generally not
been automatically treated as indicators of significant increase in credit risk. More
detailed information on these measures are found on page 87.

Swedbank Annual and Sustainability Report 2020




74

NOTES, GROUP

The Group has performed a sensitivity analysis on how credit impairment provisions would change if the thresholds applied were increased or decreased. A lower threshold
would increase the number of loans that have migrated from Stage 1 to Stage 2 and, also increase the estimated credit impairment provisions. A higher threshold would have
the opposite effect. The tables below disclose the impacts of this sensitivity analysis on the year-end credit impairment provisions. Positive amounts represent higher credit
impairment provisions that would be recognised.

Significant increase in credit risk - financial instruments with initial recognition before 1 January 2018

2020 2019
Impact of credit impairment Impact of credit
provision impairment provision
Share of total
12-month Recognised portfolio (%) in Recognised Share of total
Internal risk PD band at Threshold, Increase in Decrease in credit terms of gross  Increase in Decrease in credit portfolio (%) in
rating grade at initial rating downg- threshold threshold  impairment carrying threshold threshold impairment terms of gross car-
initial recognition recognition rade23 by 1 grade by 1 grade provisions amount by 1 grade by 1 grade provisions rying amount
13-21 <0.5% 3-8grades -7.7% 7.0% 514 35% -11.2% 11.2% 681 43%
9-12 0.5-20% 1-5grades -13.5% 13.0% 330 7% -21.5% 20.7% 363 9%
6-8 2.0-5.7% 1-3grades -11.5% 4.0% 84 3% -8.2% 6.6% 149 3%
>5.7% and

0-5 <100% 1-2grades -0.9% 0.0% 141 1% -2.3% 0.0% 107 1%
-9.0% 7.7% 1069 46% -13.1% 12.4% 1300 56%
Financial instruments subject to the low credit risk exemption 17 8% 3 6%
Stage 3 financial instruments 2207 0% 3839 1%

Post model expert credit adjustment® 673
Total provisions® 3 966 54% 5142 63%

1) Downgrade by 2 grades corresponds to approximately 100% increase in 12-month PD.

2) Thresholds vary within given ranges depending on the borrower's geography, segment and internal risk rating.

3) The threshold used in the sensitivity analyses is floored to 1 grade.

4) Represents post-model expert credit adjustments for stages 1 and 2. The sensitivity analysis is reflected on the model output prior to the post-model expert credit adjustment.
5) Of which provisions for off-balance exposures are SEK 499m (492).

Significant increase in credit risk - financial instruments with initial recognition on or after 1 January 2018

2020 2019
Impact of credit impairment Impact of credit impairment

provision provision
Share of total Share of total
Internal risk Threshold, Increase in Decrease in  Recognised cre- portfolio (%) in Increasein  Decrease in Recognised cre- portfolio (%) in
rating grade at increase in threshold  threshold by  dit impairment terms of gross threshold by threshold  ditimpairment terms of gross
initial recognition lifetime PD® by 100 % 50 % provisions carrying amount 100 % by 50 % provisions carrying amount
13-21 100-300% -3.1% 5.8% 340 31% -10.6% 8.7% 267 25%
9-12 100-200% -4.8% 2.2% 413 8% -0.5% 1.1% 235 7%
6-8 50-150% -0.7% 0.9% 143 3% -1.3% 3.0% 95 2%
0-5 50% 0.0% 0.1% 299 1% -0.1% 0.3% 182 1%
-2.6% 2.5% 1195 43% -4.0% 3.7% 779 34%
Financial instruments subject to the low credit risk exemption 15 3% 6 3%
Stage 3 financial instruments 2952 0% 1340 0%

Post model expert credit adjustment’ 847

Total provisions® 5009 46% 2125 37%

6) Threshold vary within given ranges depending on the borrower's geography, segment and internal risk rating.
7) Represents post-model expert credit adjustments for stages 1 and 2. The sensitivity analysis is reflected on the model output prior to the post-model expert credit adjustment.
8) Of which provisions for off-balance exposures are SEK 307m (91).
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Incorporation of forward-looking macroeconomic information

Forward-looking information is incorporated into both the assessment of significant
increase in credit risk and calculation of expected credit losses. From analyses of histo-
rical data, the Group Risk organisation has identified and reflected relevant macroeco-
nomic variables that contribute to credit risk and losses for different portfolios based
on geography, borrower, and product type, in the models. The most highly correlated
variables are GDP growth, housing and property prices, unemployment, oil prices and
interest rates. Swedbank continuously monitors the global macroeconomic environ-
ment, with particular focus on Sweden and other home markets. This includes defining
forward-looking macroeconomic scenarios for different jurisdictions and translating
those scenarios into macroeconomic forecasts. The housing market has been resilient
during the coronavirus crisis. Continued low interest rates combined with the various
government measures to keep household incomes up, have also supported the rise in
prices and therefore our baseline projections profile remains fairly similar.

The macroeconomic scenarios are provided by Swedbank Macro Research and are
aligned with the Swedbank Economic Outlook. The economic scenarios are developed
to reflect assumptions about future economic conditions given the current state of the
local and global economies. The macroeconomic forecasts consider internal and exter-
nal information and are consistent with the forward-looking information used for
other purposes such as budgeting and forecasting. The base scenario is based on the
assumptions corresponding to the bank’s budget scenario and alternative scenarios
reflecting more positive as well as more negative outlook are developed accordingly.
The Group considers three scenarios when estimating expected credit losses, which are
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incorporated into the PD and LGD inputs for model-based expected credit losses. The
base scenario has an assigned probability weight of 66.6 per cent and 16.7 per cent is
assigned to both the upside and downside alternative scenarios.

Scenarios

The conseqguences of the Covid-19 pandemic dominated the agenda in 2020. After the
sharp decline in the macroeconomic indicators during the spring, a recovery began
during the summer. However, the spread of Covid-19 increased again during the last
quarter of 2020, and economic activity began to slow down. It will probably not be
until the latter part of 2021 when the economy recovers more clearly and steadily. This
unexpected development led to adjusting our baseline projection from 2019, with a
rather flat growth profile, to a deeper and pronounced drop in GDP and rise in
unemployment.

The housing market has been resilitent during the coronavirus crisis. Continued low
interest rates combined with the various government measures to keep household
incomes up, have also supported the rise in prices and therefore our baseline projec-
tions profile remains fairly similar.

Compared with the Swedbank Economic Outlook, the GDP and unemployment rates
used in the expected credit losses calculations are seasonally adjusted.

2020 Positive scenario Baseline scenario Negative scenario

2020t 2021 2022 2023 2020t 2021 2022 20232 2020 2021 2022 2023
Sweden
GDP (annual growth) -35 3.0 2.7 2.3 -3.7 2.0 3.1 2.3 -4.2 -5.6 2.0 46
Unemployment (%)° 8.5 83 7.6 7.2 8.4 9.1 8.8 8.1 8.6 111 12.0 10.9
House prices (% annual change) 6.9 6.9 55 6.1 6.7 56 4.1 5.0 58 -15 -04 2.0
Stibor 3m (%) 009 010 029 056 0.08 -0.02 0.07 0.27 0.08 -0.39 -0.59 -0.55
Estonia
GDP (annual growth) -3.1 3.7 4.2 2.5 -3.2 3.1 41 19 -35 -4.2 3.1 2.4
Unemployment (%) 6.8 6.7 5.8 5.5 6.8 7.5 6.9 6.4 7.0 129 115 10.2
House prices (% annual change) 6.5 91 9.8 53 6.4 6.1 8.5 5.0 6.1 -13.2 4.9 43
Latvia
GDP (annual growth) -48 3.6 43 3.4 -5.0 3.1 4.1 3.0 -53 -38 4.6 3.0
Unemployment (%) 81 6.9 5.9 54 83 8.1 6.5 6.0 8.4 134 123 108
House prices (% annual change) 2.1 8.2 8.2 6.4 2.0 3.3 6.3 54 1.7 -10.7 49 4.7
Lithuania
GDP (annual growth) -1.8 46 48 3.2 -1.9 40 4.7 2.5 -2.2 -4.0 45 2.4
Unemployment (%) 7.8 6.4 5.6 5.4 7.9 7.2 6.3 6.0 8.0 12.4 114 10.2
House prices (% annual change) 128 7.1 8.3 56 126 4.6 6.0 49 124 -12.5 54 53
Global indicators
US GDP (annual growth) -39 3.6 43 2.8 39 3.0 33 19 -4.0 -0.2 11 1.5
EU GDP (annual growth) -6.4 6.2 2.0 14 7.3 3.7 3.3 16 -86 05 45 2.8
Brent Crude Oil (USD/Barrel) 394 540 591 619 37.7 433 454 46.8 34.0 286 346 395
Euribor 6m (%) -036 -014 053 137 -0.39 -0.50 -0.44 -0.21 -0.46 -0.80 -0.69 -0.59

1) Forecasted 2020 values, as the actual offical numbers were not published when the scenarios were set.
2) The baseline scenario for 2020, 2021 and 2022 are based on the published Swedbank Economic Outlook. The baseline scenario variables for 2023 are model-based extrapolations.

3) Unemployment rate, 16-64 years
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2019 Positive scenario Baseline scenario Negative scenario

2019! 2020 2021 2019 2020 2021 2019t 2020 2021
Sweden
GDP (annual growth) 1.7 2.2 2.1 13 1.0 14 03 -6.3 -15
Unemployment (%)? 6.8 6.3 57 6.9 7.1 7.2 6.9 89 11.8
House prices (% annual change) 2.2 7.2 5.8 2.2 5.0 5.0 -0.0 -14.9 -7.7
Stibor 3m (%) -0.01 0.35 0.75 -0.03 0.15 0.15 -0.09 -0.53 -0.35
Estonia
GDP (annual growth) 3.2 4.2 3.2 3.2 2.1 2.5 3.1 -6.1 -4.7
Unemployment (%) 49 4.7 4.6 4.9 5.1 5.4 5.0 91 13.7
House prices (% annual change) 6.4 9.5 7.0 6.3 4.5 4.2 6.2 -15.2 -18.5
Latvia
GDP (annual growth) 2.3 41 34 2.3 2.0 2.4 2.2 -5.8 -4.2
Unemployment (%) 6.5 6.4 6.4 6.5 6.6 6.6 6.6 10.7 151
House prices (% annual change) 8.4 109 9.3 8.2 4.9 4.8 8.2 -11.2 -14.0
Lithuania
GDP (annual growth) 3.8 4.2 3.0 3.7 2.0 2.5 3.7 -5.2 -33
Unemployment (%) 6.2 59 56 6.2 6.2 6.0 6.2 9.8 143
House prices (% annual change) 4.8 8.3 7.2 4.7 4.8 4.8 46 -14.7 -16.0

Global indicators

US GDP (annual growth) 2.3 2.7 2.8 2.3 15 2.0 2.2 -11 03
EU GDP (annual growth) 1.2 2.0 2.2 11 1.0 14 11 -2.0 0.5
Brent Crude Oil (USD) 64.8 61.0 70.8 62.8 50.8 55.3 58.7 32.7 39.3
Euribor 6m (%) -0.30 -0.10 061 -0.30 -0.35 0.00 -0.37 -0.71 -0.61

1) Forecasted 2019 values, as the actual offical numbers were not published when the scenarios were set.
2) Unemployment rate, 16-64 years.

Sensitivity analysis

In general, a worsening of forecasted macroeconomic variables for each scenario or an increase in the probability of the downside scenario occurring will both increase the number of
loans migrating from Stage 1 to Stage 2 and increase the estimated credit impairment provisions. In contrast, an improvement in the outlook on forecasted macroeconomic variables or
an increase in the probability of the upside scenario occurring will have a positive impact. It is not possible to meaningfully isolate the impact of changes in the various macroeconomic
variables for a particular scenario due to the interrelationship between the variables as well as the interrelationship between the level of pessimism inherent in a particular scenario and
its loss of occurring.

The following table presents the credit impairment provisions as at year end that would result from applying only the downside or only the upside scenario, which are conside-
red reasonably possible. Postmodel expert credit adjustments are assumed to be constant in the results.

2020 2019
Credit impairment provisions Credit impairment provisions

Credit impairment Of which: Credit impairment Of which:

provisions post-model provisions post-model
(probability expert credit Negative Positive (probability expert credit Negative Positive
Business area weighted) adjustment scenario scenario weighted) adjustment scenario scenario
Swedish Banking 1788 424 1969 1690 1520 1816 1347
Baltic Banking 754 242 872 669 637 868 533
LC&l 6423 867 7471 5640 5108 6616 2798
Group* 8975 1533 10323 8010 7267 9300 4678

1) including Group Functions & Other
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Post-model expert credit adjustment

Key portfolio risks have changed as a consequence of Covid-18. The deterioration of
macroeconomic indicators that contribute to credit risk and losses - inter alia GDP
growth, housing and property prices, unemployment, oil prices and interest rates -
have not yet resulted in a similar increase in credit losses or default rates, that histo-
rically have been observed in similar economic shocks. Government and regulator
support measures and guidance on the treatment of customer impacts (for example,
forbearance and payment moratoria) have significantly suppressed the impacts of
Covid-19 in the short term and there is a risk that credit quality may start to deterio-
rate as such measures end. The onset of the Covid-19 second wave at the end of
2020 led to some additional support measures to mitigate the further effects, which
potentially also leads to further delays in credit risk impacts. The models do not cap-
ture these complexities, nor do they capture the continued uncertainty around fur-
ther Covid-19 outbreaks, which could further delay the recovery.

Consequently, post-model adjustments to the credit impairment provisions were
deemed necessary for significantly affected or vulnerable industry segments. These
adjustments totalled SEK 1.533m at 31 December 2020 and are allocated as SEK
518min Stage 1, SEK 1 001m in Stage 2 and SEK 13min Stage 3. As at 31 December
2020, the most significant impacts of the post-model expert credit adjustments are
reflected in the hotels and restaurants, manufacturing, transportation, retail and pro-
perty management segments.

Individual assessments on significant credit-impaired assets

The criteria for credit-impaired assets are disclosed in note G2 Accounting poalicies,
paragraph 3.4.3 Credit impairment, under the heading Definition of default and cred-
it-impaired assets. The Group estimates expected credit losses on significant impai-
red exposures individually and without the use of modelled inputs. Significant
means that the borrower’s or limit group’s total credit limit is SEK 50m or higher. The
credit impairment provisions for these exposures are established using discounted
expected cash flows and considering a minimum which is a loss outcome. The pos-
sible outcomes consider both macroeconomic and non-macroeconomic (borrower-
specific) scenarios. The estimation of future cash flows takes into account a range of
relevant factors such as the amount and sources of cash flows, the level and quality
of the borrower’s earnings, the realisable value of collateral, the Group’s position
relative to other claimants, the likely cost and duration of the work-out process as
well as current and future economic conditions.
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3.1.5 IFRS 9 vs the Regulatory capital framework

The measurement of expected credit losses according to IFRS 9 is different to the
expected loss calculation for regulatory purposes. Although Swedbank’s regulatory
IRB models serve as a base for the IFRS 9 expected credit loss models, adjustments
are made and, in some instances, separate models are used in order to meet the
objectives of IFRS 3. The main differences are summarised in the table below.

Regulatory capital IFRS 9

PD « Fixed 1-year default horizon

« Through-the-cycle, based
on a long-run average

« Conservative calibration
based on backward-looking
information including data
from downturns

¢ 12-month PD for Stage 1 and life-
time PD for Stages 2 and 3

* Point-in-time, based on the
current position in the economic
cycle

* Incorporation of forward-looking
information

* No conservative add-ons

LGD « Downturn adjusted collate-
ral values and through-the
-cycle calibration

« All workout costs included

*Point-in-time, based on the cur-
rent position in the cycle

« Adjusted to incorporate for-
ward-looking information

« Internal workout costs excluded

* Recoveries discounted using the
instrument specific effective
interest rate

EAD « 1-year outcome period

« Credit conversion factor,
with downturn adjustment,
applied to off-balance sheet

instruments

* EAD over the expected lifetime of
instruments

* Point-in-time credit conversion
factor applied to off-balance
sheet instruments

 Prepayments taken into

account

Expected
lifetime

* Not applicable

« Early repayment behaviour in
portfolios with longer maturities
but predominant prepayments,
e.g. mortgages.

« Estimating maturities for certain
revolving credit facilities, such as
credit cards.

Discounting  * No discounting, except in

LGD models

* Expected credit losses discounted
to the reporting date, using the
instrument’s effective interest
rate

Significant « Not applicable
increase in

credit risk

* Relative measure of increase in

credit risk since initial recognition
« |dentification of levels estimated
to result in significant increase in
credit risk
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3.1.6 Swedbank’s credit exposure

Maximum credit risk exposure

The following tables presents the Group’s maximum credit risk exposure by geography and type of class and counterparty. For financial assets recognised on the balance
sheet, the maximum exposure to credit risk equals their carrying amount. The carrying amount of loans are presented by type of collateral when collateral is available. This
means that a single loan is presented in the respective collateral line to the extent of the fair value of the collateral amount and any remaining carrying amount is presented
as unsecured. For financial guarantees and similar contracts granted, the maximum amount that would have to be paid if the guarantees were called upon is presented. For
loan commitments and other credit-related commitments, the unutilised amount of the committed facility is presented.

2020
Note Sweden Estonia Latvia Lithuania Norway Denmark Finland USA Other Total

Assets

Cash and balances with central banks 128788 32272 29759 64 658 926 68 17 745 19 466 129 293811

Treasury bills and other bills eligible for

refinancing with central banks, etc G2l 131400 302 1067 3541 457 424 137191
Swedish central bank
Governments 128354 302 1067 3541 457 424 134145
Municipalities 3046 3046
Other

Loans to credit institutions Ge2 28939 2384 1360 11726 58 26 892 29 2540 47 954
Banks 7342 2384 1360 11726 58 26 892 29 1034 24852
Other credit institutions 20015 -0 -0 -0 1506 21521
Repurchase agreements, banks! 689 689
Repurchase agreements, other credit
institutions® 893 893

Loans to the public Ge3 1425150 85450 35911 60 582 52 266 1639 16472 1752 1764 1680987
Swedish National Debt Office 25003 25003
Repurchase agreements, Swedish
National Debt Office? 7243 7243
Repurchase agreements, other public* 19513 13192 32704
Real Estate Residential 1018734 38326 15171 36238 1386 918 1110773
Real Estate Commercial 174293 17 643 8528 9154 2811 153 201 67 212850
Guarantees 28512 2909 449 1637 321 2974 1517 38319
Received cash 6096 7 286 655 29 7073
Other collateral 57055 6978 6446 8703 6116 84 126 85508
Unsecured 88703 19587 5031 4195 29797 16 12253 1685 247 161514

Bonds and other interest-bearing securities G24 41168 69 32 74 7763 1757 4626 1576 2910 59975
Mortgage institutions 25192 25192
Banks 5085 54 3610 187 2563 1423 2523 15445
Other financial companies 7 547 3530 1565 483 13 43 13181
Non-financial companies 3344 15 32 74 623 5 1580 140 344 6157

Derivatives G28 13748 98 39 128 3964 1788 4227 21 28164 52177

Other financial assets G32 11218 620 217 292 3978 24 45 1 56 16451

Contingent liabilities and commitments

Guarantees 34430 2593 834 1020 6778 171 285 4555 30 50696

Loan Commitments 260715 6752 5621 6163 27023 19630 271 326175

Total 2075556 130540 74840 148184 103213 5473 63922 27399 36289 2665417

% of total 78 5 3 6 4 0 2 1 1 100

1) Fair value of received securities in repurchase agreements covers the carrying amount of the repurchase agreements.
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2019
Note Sweden Estonia Latvia Lithuania Norway Denmark Finland USA Other Total

Assets

Cash and balances with central banks 30805 23827 20798 42 996 1007 87 56771 18908 87 195 286

Treasury bills and other bills eligible for

refinancing with central banks, etc G21 132729 795 2441 205 924 137094
Swedish central bank
Governments 128792 795 2441 60 924 133012
Municipalities 3937 3937
Other 145 145

Loans to credit institutions Ge2 39107 2139 746 1240 93 25 6 105 1991 45452
Banks 20627 2139 746 1240 93 25 6 105 1151 26132
Other credit institutions 18471 840 19311
Repurchase agreements, banks! 9 9
Repurchase agreements, other credit
institutions®

Loans to the public G23 1395563 86081 37176 62 287 50707 2202 15344 1722 1214 1652296
Swedish National Debt Office 4 4
Repurchase agreements, Swedish
National Debt Office? 9725 9725
Repurchase agreements, other public! 31706 5236 36942
Real Estate Residential 957219 37743 15783 34202 1430 1046 383
Real Estate Commercial 163 887 18580 8317 10275 2900 385 204 344
Guarantees 25783 2965 727 1998 320 241 280 1177 33491
Received cash 7 385 170 377 596 28 8556
Other collateral 119333 16 107 7 409 10131 7228 149 83 160440
Unsecured 80521 10510 4563 5085 34995 238 15103 1359 37 152411

Bonds and other interest-bearing securities G4 41016 67 16 85 5036 958 5555 2130 2504 57 367
Mortgage institutions 26 556 26 556
Banks 1450 27 4181 185 2922 1130 1564 11459
Other financial companies 8860 4 6 24 8894
Non-financial companies 4150 36 16 85 855 773 2633 994 916 10458

Derivatives G28 13288 84 47 137 2537 998 3286 136 23911 44 424

Other financial assets G32 2 540 797 551 316 4188 7 267 30 108 8804

Contingent liabilities and commitments

Guarantees 35157 2513 900 1123 5136 262 349 6521 47 52008

Loan Commitments 213491 9094 6327 9622 24670 23256 695 258 287 413

Total 1904564 124602 67356 120247 92711 4539 104834 30247 31044 2480144

% of total 77 5 3 5 4 0 4 1 1 100

1) Fair value of received securities in repurchase agreements covers the carrying amount of the repurchase agreements.

Derivatives, netting and collateral held

2020

Sweden Estonia Latvia Lithuania Norway Denmark Finland USA Other Total
Positive fair value of contracts 13748 98 39 128 394 1788 4227 21 28164 52177
Netting agreements, related amount not offset in the
balance sheet -2483 -1157 -1684 -1494 -6 -11263 -18088
Credit exposure, after offset of netting agreements 11 265 98 39 128 2 807 104 2733 14 16901 34 089
Collateral held* -2104 -589 -21 -892 -137 -11540 -15284
Net credit exposures after collateral held 9161 98 39 128 2218 83 1841 -123 5361 18806

1) Collateral consist of cash 99.9% and AAA rated bonds by Standard & Poor’s 0.1%

Credit derivatives are used in customer trading but also to optimise the credit risk in trading portfolios with interest-bearing securities. The nominal amount of these credit
derivatives at the year-end were SEK 1 207m (522).

2019

Sweden Estonia Latvia Lithuania Norway Denmark Finland USA Other Total
Positive fair value of contracts 13288 84 47 137 2537 998 3286 136 23911 44 424
Netting agreements, related amount not offset in the
balance sheet -3034 -739 -917 -1557 -75 -9016 -15338
Credit exposure, after offset of netting agreements 10253 84 47 137 1798 82 1729 60 14895 29086
Collateral held! -655 -654 -33 -115 -28 -10419 -11904
Net credit exposures after collateral held 9598 84 47 137 1144 49 1614 32 4475 17182

1) Collateral consist of cash 99.9% and AAA rated bonds by Standard & Poor’s 0,1%
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Loans to the public in Stage 3 by collateral type

2020

Sweden Estonia Latvia Lithuania Norway Denmark Finland USA Other Total
Real Estate Residential 685 113 150 357 1305
Real Estate Commercial 257 70 14 52 200 67 660
Guarantees 131 88 2 1 167
Received cash 24 3 8 35
Other collateral 403 41 227 104 1879 18 1 2673
Unsecured* 230 52 22 13 374 1 692

1) “Unsecured” Includes both unsecured lending and the unsecured share of the loans where collateral does not cover the exposure in full.

2019

Sweden Estonia Latvia Lithuania Norway Denmark Finland USA Other Total
Real Estate Residential 840 5 179 406 1430
Real Estate Commercial 346 80 9 63 96 594
Guarantees 334 45 3 1 383
Received cash 10 1 5 11 27
Other collateral 537 42 21 116 2716 35 82 3549
Unsecured? 220 145 38 17 2307 22 1 7 2757

1) "Unsecured” includes both unsecured lending and the unsecured share of the loans where collateral does not cover the exposure in full.

Collateral that can be sold or pledged even if the counterparty fulfils its contractual obligations

Granting repos implies that the Group receives securities that can be sold or pledged. The fair value of these securities covers the carrying amount of the repos. The Group also
receives collateral in terms of securities that can be sold or pledged for derivatives and other exposures. The fair value of such collateral as of year end amounted to SEK 37 m
(13). None of this collateral had been sold or repledged as of year end.
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Distribution by internal credit risk rating
The tables below show the credit quality of financial instruments that are subject to the IFRS 9 impairment requirements. The gross carrying or nominal amounts are distributed
by internal credit risk rating and stage. The associated credit impairment provisions are also presented.

Gross carrying amount, distributed by internal credit risk rating

2020 Stage 1 Stage 2 Stage 3! Total
Cash and balances with central banks

13-21 293811 293811
Total 293811 293811

Treasury bills and other bills eligible for refinancing with central banks, etc
13-21 114902 21 114923
Total 114902 21 114923

Loans to credit institutions

13-21 41978 2 41980
9-12 1173 30 1203
6-8 214 214
Non-rated exposures 3002 1 3003
Credit impairment provisions -28 -28
Total 46 339 33 46 372

Loans to the public

13-21 1310254 15648 34 1325936
9-12 179062 45649 66 224777
6-8 33342 28026 91 61459
0-5 4450 18717 274 23441
Default 10039 10039
Non-rated exposures 3182 220 26 3428
Credit impairment provisions -827 -2316 -4998 -8141
Total 1529463 105944 5532 1640939

Bonds and other interest-bearing securities
13-21 36 36
Total 36 36

Other financial assets

13-21 12 12
9-12 10 1 11
6-8 6 1 7
0-5 3 7 10
Default 23 23
Non-rated exposures 16 395 2 16 397
Credit impairment provisions -9 -9
Total 16 426 11 14 16 451
Total gross carrying amount 2001832 108 325 10553 2120710
Total credit impairment provisions -855 -2316 -5007 -8178
Total carrying amount 2000977 106 009 5546 2112532
Value change of interest hedged items in portfolio hedge 1774
Total financial assets at amortised cost 2000977 106 009 5546 2114306

1) Including purchased or originated credit impaired.
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Gross carrying amount, distributed by internal credit risk rating

2019 Stage 1 Stage 2 Stage 3! Total
Cash and balances with central banks

13-21 195 286 195 286
Total 195 286 195 286
Treasury bills and other bills eligible for refinancing with central banks, etc

13-21 120574 120574
Total 120574 120574

Loans to credit institutions

13-21 43757 8 43765
9-12 1403 17 1420
6-8 213 19 232
Non-rated exposures 30 30
Credit impairment provisions -4 -1 -5
Total 45369 74 45 443

Loans to the public

13-21 1272603 14052 87 1286742
9-12 180732 43329 134 224195
6-8 32115 29669 142 61926
0-5 4301 18875 514 23690
Default 12647 12647
Non-rated exposures 2621 264 69 2954
Credit impairment provisions -479 -1347 -4853 -6679
Total 1491893 104 842 8740 1605475

Bonds and other interest-bearing securities

Low risk 38 38
Total 38 38
Other financial assets
13-21 14 1 15
9-12 13 2 15
6-8 7 1 8
0-5 11 10 21
Default 7 7
Non-rated exposures 8741 1 8742
Credit impairment provisions -1 -3 -4
Total 8 786 14 4 8 804
Total gross carrying amount 1862 429 106 279 13600 1982 308
Total credit impairment provisions -483 -1349 -4 856 -6 688
Total carrying amount 1861 946 104 930 8744 1975620
Value change of interest hedged items in portfolio hedge 271
Total financial assets at amortised cost 1861 946 104 930 8744 1975891

1) Including purchased or originated credit impaired.
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Nominal amount, Loan commitments and guarantees by internal credit risk rating

2020 Stage 1 Stage 2 Stage 3 Total
13-21 314823 1199 1 316 023
9-12 35880 8836 2 44718
6-8 4384 3196 3 7583
0-5 779 2247 9 3035
Default 527 527
Non-rated exposures 3122 1863 0 4985

Total 358 988 17 341 542 376 871

Credit impairment provisions -249 -396 -161 -806

2019 Stage 1 Stage 2 Stage 3 Total
13-21 293525 942 2 294 469
9-12 27060 5316 6 32382
6-8 4599 3309 1 7909
0-5 1691 1374 103 3168
Default 1134 1134
Non-rated exposures 384 2 386

Total 326 875 11325 1248 339 448

Credit impairment provisions -113 -144 -326 -583
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Loans to the public and credit institutions at amortised cost, carrying amount
The following tables present loans to the public and credit institutions at amortised cost by operating segments, geographical distribution and industry sectors.

2020
Stage 1 Stage 2 Stage 3¢
Gn_:ss . _Credit Gn_:lss . _Credit Gn_)ss . _Credit
carrying  impairment carrying  impairment carrying  impairment
amount provisions Net amount provisions Net amount provisions Net Total
Operating segments
Swedish Banking 1146965 214 1146751 63614 846 62 768 2208 555 1653 1211172
Baltic Banking 157 155 83 157072 23944 335 23609 1580 318 1262 181943
Large Corporates & Institutions 200919 530 200 389 20702 1135 19567 6742 4125 2617 222573
Group Functions & Other 248 248 248
Loans to the public excluding the
Swedish National Debt Office and
repurchase agreements 1505 287 827 1504460 108260 2316 105944 10530 4998 5532 1615936
Geographical distribution
Sweden 1296 148 479 1295669 77195 1303 75892 2473 742 1731 1373292
Estonia 76517 33 76 484 8812 155 8657 402 93 309 85450
Latvia 28960 28 28932 6647 86 6561 504 86 418 35911
Lithuania 51678 22 51656 8485 94 8391 674 139 535 60582
Norway 31678 169 31509 5895 583 5312 6011 3758 2253 39074
Denmark 1622 1622 92 75 17 1639
Finland 15193 54 15139 1226 95 1131 282 80 202 16472
USA 1685 1685 92 25 67 1752
Other 1806 42 1764 1764
Loans to the public excluding the
Swedish National Debt Office and
repurchase agreements 1505 287 827 1504460 108260 2316 105944 10530 4998 5532 1615936
Sector/industry
Private customers 1036489 118 1036371 42251 291 41960 2152 505 1647 1079978
Mortgage loans, private 902 233 51 902 182 35323 171 35152 1531 290 1241 938575
Tenant owner association 91 286 4 91282 1582 5 1577 109 2 107 92 966
Other, private 42970 63 42907 5346 115 5231 512 213 299 48437
Corporate customers 468798 709 468089 66 009 2025 63984 8378 4493 3885 535958
Agriculture, forestry, fishing 57 258 11 57 247 7283 57 7226 204 33 171 64 644
Manufacturing 32876 133 32743 5910 141 5769 298 97 201 38713
Public sector and utilities 24821 13 24808 990 16 974 53 12 41 25823
Construction 14952 32 143920 4643 122 4521 159 40 119 19560
Retail 23019 67 22952 5955 244 5711 531 216 315 28978
Transportation 11480 8 11472 1483 28 1455 19 4 15 12942
Shipping and offshore 6634 32 6602 4251 560 3691 6235 3917 2318 12611
Hotels och restaurants 4339 49 4290 4655 313 4342 323 27 296 8928
Information and communications 11041 10 11031 2569 35 2534 13 3 10 13575
Finance and insurance 20083 29 20054 744 12 732 22 10 12 20798
Property management 224852 272 224 580 22533 376 22157 244 62 182 2460919
Residential properties 65530 74 65456 8517 99 8418 22 11 11 73885
Commercial 92881 125 92 756 7123 118 7005 162 40 122 99883
Industrial and warehouse 42009 47 41962 2721 18 2703 88 7 26 44691
Other property management 24432 26 24 406 4172 141 4031 27 4 23 28460
Professional services 17 896 35 17861 3283 76 3207 169 44 125 21193
Other corporate lending 19547 18 19529 1710 45 1665 108 28 80 21274
Loans to the public excluding the
Swedish National Debt Office and
repurchase agreements 1505287 827 1504460 108260 2316 105944 10530 4998 5532 1615936
Loans to the public,
Swedish National Debt Office 25003 25003 25003
Loans to credit institutions
excluding repurchase agreements 46 367 28 46 339 33 33 46 372
Loans to the public and credit
institutions 1576657 855 1575802 108293 2316 105977 10530 4998 5532 1687311

1) Including purchased or originated credit impaired.
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2019
Stage 1 Stage 2 Stage 3!
Credit
Gr«_)ss . _Credit Gr(_:ss . .Credit Grt?ss impair-
carrying impairment carrying impairment carrying ment
amount provisions Net amount provisions Net amount  provisions Net Total
Operating segments
Swedish Banking 1126162 147 1126015 68502 599 67903 2882 699 2183 1196101
Baltic Banking 161990 34 161956 22594 193 22401 1589 402 1187 185544
Large Corporates & Institutions 203550 298 203252 15093 555 14538 9122 3752 5370 223160
Group Functions & Other 666 666 666
Loans to the public excluding the
Swedish National Debt Office and
repurchase agreements 1492 368 479 1491889 106189 1347 104842 13593 4853 8740 1605471
Geographical distribution
Sweden 1275705 276 1275429 77014 758 76255 3184 8394 2290 1353974
Estonia 77783 10 77773 8047 57 7990 452 134 318 86 081
Latvia 30672 13 30659 6340 78 6262 368 113 255 37176
Lithuania 53535 11 53524 8207 58 8149 769 155 614 62 287
Norway 35039 120 34919 5806 373 5433 8322 3203 5119 45471
Denmark 2148 2148 202 148 54 2202
Finland 14610 20 14 590 775 22 753 149 148 1 15344
USA 1633 1633 147 58 89 1722
Other 1243 29 1214 1214
Loans to the public excluding the
Swedish National Debt Office and
repurchase agreements 1492 368 479 1491889 106189 1347 104842 13593 4853 8740 1605471
Sector/industry
Private customers 1002 000 72 1001928 49132 255 48877 2196 479 1717 1052522
Mortgage loans, private 864774 26 864748 38657 159 38498 1661 301 1360 904 606
Tenant owner association 95372 6 95 366 4131 12 4119 126 4 122 99607
Other, private 41854 40 41814 6344 84 6260 409 174 235 48309
Corporate customers 490 368 407 489961 57057 1092 55965 11397 4374 7023 552949
Agriculture, forestry, fishing 56898 14 56 884 8304 89 8215 199 38 161 65260
Manufacturing 38438 91 38347 3794 63 3731 1186 808 378 42 456
Public sector and utilities 21901 17 21884 850 11 839 64 14 50 22773
Construction 15089 13 15076 3929 55 3874 511 186 325 19275
Retail 26241 28 26213 5714 236 5478 460 225 235 31926
Transportation 13022 8 13014 2174 17 2157 32 6 26 15197
Shipping and offshore 10483 28 10455 3982 203 3779 6837 2596 4241 18475
Hotels och restaurants 8208 6 8202 1315 27 1288 103 21 82 9572
Information and communications 11002 18 10984 1583 61 1522 9 2 7 12513
Finance and insurance 16300 10 16290 643 2 641 12 8 4 16935
Property management 233217 144 233073 20515 244 20271 1454 239 1215 254559
Residential properties 71810 35 71775 7706 100 7 606 145 49 96 79477
Commercial 93108 61 93047 5401 64 5337 1137 147 930 99374
Industrial and warehouse 43708 35 43673 3367 28 3339 96 9 87 47099
Other property management 24591 13 24578 4041 52 3989 76 34 42 28609
Professional services 21621 20 21601 2895 55 2840 325 172 153 24594
Other corporate lending 17 948 10 17938 1359 29 1330 205 59 146 19414
Loans to the public excluding the
Swedish National Debt Office and
repurchase agreements 1492 368 479 1491889 106189 1347 104842 13593 4853 8740 1605471
Loans to the public,
Swedish National Debt Office 4 4 4
Loans to credit institutions excluding
repurchase agreements 45 373 4 45 369 75 1 74 45 443
Loans to the public and credit institutions 1537 745 483 1537262 106 264 1348 104916 13593 4853 8740 1650918

1) Including purchased or originated credit impaired.

Concentration risk, customer exposure
The Group did not have any exposures against individual counterparties that exceeded 10 per cent of the capital base.
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Ratios, loans and credit impairment provisions

2020 2019
Share of Stage 2 loans, gross, % 6.39 6.41
Share of Stage 3 loans, gross, % 0.62 0.82
Credit impairment provision ratio Stage 1 loans 0.05 0.03
Credit impairment provision ratio Stage 2 loans 2.14 1.27
Credit impairment provision ratio Stage 3 loans 47.46 35.70
Total credit impairment provision ratio 0.48 0.40

Reconciliations of credit impairment provisions
The tables below provide reconciliations of credit impairment provisions for loans to credit institutions at amortised cost, loans to the public at amortised cost as well
as commitments and financial guarantees. Stage transfers are reflected as taking place at the end of the year.

Loans to credit institutions 2020 2019

Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Carrying amount before provisions
Opening balance 45373 75 45 448 36 089 90 36179
Closing balance 46 367 33 46 400 45373 75 45 448

Credit impairment provisions

Opening balance 4 1 5 2 1 3

Movements affecting Credit impairment line

New and derecognosed financial assets, net 5 5
Changes in risk factors (EAD, PD, LGD) 19 -1 18
Total movements affecting Credit impairment line 24 -1 23 2 2

Movements recognised outside Credit impairment line

Closing balance 28 28 4 1 5

Carrying amount

Opening balance 45 369 74 45443 36 087 89 36176

Closing balance 46 339 33 46 372 45 369 74 45 443
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Loans to the public 2020 2019

Stage 1 Stage 2 Stage 3! Total Stage 1 Stage 2 Stage 3! Total
Carrying amount before provisions
Opening balance 1492372 106189 13593 1612154 1474698 107574 11239 1593511
Closing balance 1530290 108260 10530 1649080 1492372 106189 13593 1612154

Credit impairment provisions
Opening balance 479 1347 4853 6679 490 1736 3797 6023

Movements affecting Credit impairment line

New financial assets 171 221 40 432 187 204 113 504
Derecognised financial assets -83 -132 -1946 -2161 -146 -422 -926 -1494
of which write-offs -1669 -1669 -686 -686
Changes in risk factors (EAD, PD, LGD) 120 -116 7 11 5 -321 60 -256
Changes in macroeconomic scenarios -21 -90 -5 -116 5 63 -3 65
Post-model expert credit adjustments 387 823 13 1223
Individual assessments 2388 2388 196 196
Stage transfers -195 389 227 421 -65 58 1550 1543
from1to2 -206 496 290 -86 367 281
from1to3 -2 89 87 -11 197 186
from2to 1 12 -75 -63 32 -109 -77
from2to 3 -37 201 164 -218 1429 1211
from3+to2 5 -30 -25 18 -68 -50
from3+tol 1 -33 -32 0 -8 -8
Other -166 -166 -149 -149
Total movements affecting Credit impairment line 379 1095 558 2032 -14 -418 841 409

Movements recognised outside Credit
impairment line

Business disposal -2 -5 -3 -10
Interest 166 166 149 149
Change in exchange rates -31 -126 -579 -736 5 34 69 108
Closing balance 827 2316 4998 8141 479 1347 4853 6679

Carrying amount
Opening balance 1491893 104842 8740 1605475 1474208 105838 7 442 1587 488

Closing balance 1529463 105944 5532 1640939 1491893 104842 8740 1605475

1) Including purchased or originated credit impaired

Loans to the public, private customers 2020 2019

Stage 1 Stage 2 Stage 3! Total Stage 1 Stage 2 Stage 3! Total
Carrying amount before provisions
Opening balance 1002 000 49132 2196 1053328 976455 51735 2317 1030507
Closing balance 1036 489 42 251 2152 1080892 1002000 49132 2196 1053328

Credit impairment provisions

Opening balance 72 255 479 806 76 335 485 896
New financial assets 36 28 23 87 28 32 17 77
Derecognised financial assets -10 -27 -113 -150 -16 -40 -131 -187
of which write-offs -67 -67 -51 -51
Changes in risk factors (EAD, PD, LGD) 35 -39 26 22 13 -109 26 -70
Changes in macroeconomic scenarios -13 -51 -6 -70 -8 -10 -2 -20
Post-model expert credit adjustments 39 72 12 123
Individual assessments -1 -1 -6 -6
Stage transfers -12 22 -10 8 -4 -4
Remeasurement of provisions due to stage transfers -25 40 104 119 -29 48 98 117
Business disposal -2 -2
Change in exchange rates and other -4 -9 -9 -22 3 -2 1
Closing balance 118 291 505 914 72 255 479 806

Carrying amount
Opening balance 1001928 48877 1717 1052522 976379 51400 1832 1029611

Closing balance 1036371 41 960 1647 1079978 1001928 48877 1717 1052522

1) Including purchased or originated credit impaired.
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Loans to the public, corporate customers 2020 2019

Stagel Stage?2 Stage 3! Total Stage 1 Stage 2 Stage 3! Total
Carrying amount before provisions
Opening balance 490372 57057 11397 558826 498243 55839 8922 563 004
Closing balance 493801 66009 8378 568188 490372 57057 11397 558 826

Credit impairment provisions

Opening balance 407 1092 4374 5873 414 1401 3312 5127
New financial assets 135 193 17 345 159 172 96 427
Derecognised financial assets -73 -105 -1833 -2011 -130 -382 -795 -1307
of which write-offs -1602 -1602 -635 -635
Changes in risk factors (EAD, PD, LGD) 85 =77 -19 -11 -8 =212 34 -186
Changes in macroeconomic scenarios -8 -39 1 -46 13 73 -1 85
Post-model expert credit adjustments 348 751 1 1100
Individual assessments 2389 2389 202 202
Stage transfers -88 102 -14 0 12 -169 157
Remeasurement of provisions due to stage transfers -70 225 147 302 -56 183 1299 1426
Business disposal -2 -5 -1 -8
Change in exchange rates and other -27 -117 -570 -714 5 31 71 107
Closing balance 709 2025 4493 7 227 407 1092 4374 5873

Carrying amount

Opening balance 489965 55965 7023 552953 497829 54438 5610 557877

Closing balance 493092 63984 3885 560961 489965 55965 7023 552953

1) Including purchased or originated credit impaired

Loan Commitments and guarantees 2020 2019

Stagel Stage?2 Stage 3! Total Stage 1 Stage 2 Stage 3! Total
Nominal amount
Opening balance 322384 11325 1248 334957 312311 9969 804 323084
Closing balance 358988 17341 542 376871 322 384 11325 1248 334957

Credit impairment provisions
Opening balance 113 144 326 583 94 208 105 407

Movements affecting Credit impairment line

New and derecognosed financial assets, net 25 5 -198 -168 20 -21 5 4

Changes in risk factors (EAD, PD, LGD) 21 32 -10 43 -9 -76 -16 -101

Changes in macroeconomic scenarios -3 -4 -7 12 20 32

Post-model expert credit adjustments 132 178 0 310

Individual assessments 2 2 122 122
Stage transfers -26 58 70 102 -7 6 106 105
from 1 to 2 -28 77 49 -9 30 21
from1to3 =1 12 11 0 27 27
from2tol 3 -10 -7 2 -11 -9
from 2 to 3 -9 59 50 -14 81 67
from3to2 0 -1 -1 1 -2 -1

Total movements affecting Credit impairment line 149 269 -136 282 16 -71 217 162

Movements recognised outside Credit
impairment line

Change in exchange rates -13 -17 -29 -59 3 7 4 14

Closing balance 249 396 161 806 113 144 326 583

1) Including purchased or originated credit impaired.
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Reconciliations of credit impairment provisions by business area
The tables below provide reconciliations of total credit impairment provisions for loans to the public and credit institutions at amortised cost per business area. Stage transfers are
reflected as taking place at the end of the year. Credit impairment provisions of SEK 12m (1) relating to Group functions and others are not presented in the tables below.

Swedish Banking

Loans to the public and credit institutions 2020 2019

Stage 1 Stage 2 Stage 3! Total Stage 1 Stage 2 Stage 3! Total
Carrying amount before provisions
Opening balance 1126499 68506 2882 1197887 1115801 69 682 2819 1188302
Closing balance 1147308 63618 2208 1213134 1126499 68 506 2882 1197 887

Credit impairment provisions

Opening balance 147 599 699 1445 167 668 798 1633
New financial assets 53 63 12 128 61 71 43 175
Derecognised financial assets -25 -76 -298 -399 -45 -116 -343 -504
Changes in risk factors (EAD, PD, LGD) 30 -139 27 -82 25 -195 27 -143
Changes in macroeconomic scenarios -16 -51 -1 -68 -10 -10 -3 -23
Post-model expert credit adjustments 85 274 1 360

Individual assessments 1 1 22 22
Stage transfers 10 7 -17 10 -10

Remeasurement of provisions due to stage transfers -68 172 141 245 -59 195 162 298
Business disposal -2 -5 -3 -10
Change in exchange rates and other -2 -3 -10 -15 1 -4 -3
Closing balance 214 846 555 1615 147 599 699 1445

Carrying amount
Opening balance 1126352 67907 2183 1196442 1115634 69017 1893 1186 544
Closing balance 1147094 62772 1653 1211519 1126352 67 907 2183 1196 442

1) Including purchased or originated credit impaired.

Baltic Banking
Loans to the public and credit institutions 2020 2019

Stage 1 Stage 2 Stage 3! Total Stage 1 Stage 2 Stage 3! Total
Carrying amount before provisions
Opening balance 162025 22608 1589 186222 147 429 20487 1905 169821
Closing balance 157249 23951 1580 182780 162 025 22608 1589 186 222
Credit impairment provisions
Opening balance 34 193 402 629 37 185 427 649
New financial assets 24 41 21 86 14 13 23 50
Derecognised financial assets -2 -19 -122 -143 -3 -14 -91 -108
Changes in risk factors (EAD, PD, LGD) 77 -90 -21 -34 14 -43 2 -27
Changes in macroeconomic scenarios -8 -40 -4 -52 -5 -2 -7
Post-model expert credit adjustments 52 173 12 237
Individual assessments -1 -1 7 7
Stage transfers -85 78 7 -10 46 -36
Remeasurement of provisions due to stage transfers -8 17 43 52 -13 5 63 55
Change in exchange rates and other -1 -18 -19 -38 3 7 10
Closing balance 83 335 318 736 34 193 402 629
Carrying amount
Opening balance 161991 22415 1187 185593 147 392 20302 1478 169172
Closing balance 157166 23616 1262 182044 161991 22415 1187 185593

1) Including purchased or originated credit impaired.
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Large Corporates and Institutions

Loans to the public and credit institutions 2020 2019

Stage 1 Stage 2 Stage 3! Total Stage 1 Stage 2 Stage 3! Total
Carrying amount before provisions
Opening balance 228698 15150 9122 252970 217 948 17 495 6515 241958
Closing balance 228 389 20724 6742 255855 228 698 15150 9122 252970

Credit impairment provisions

Opening balance 301 556 3752 4609 288 884 2572 3744
New financial assets 95 115 23 233 115 120 47 282
Derecognised financial assets -55 -35 -1542 -1632 -101 -292 -492 -885
Changes in risk factors (EAD, PD, LGD) 24 112 1 137 -34 -83 31 -86
Changes in macroeconomic scenarios 3 1 4 21 75 0 96
Post-model expert credit adjustments 250 376 626

Individual assessments 2388 2388 1 167 167
Stage transfers -25 40 -15 20 -210 190 0
Remeasurement of provisions due to stage transfers -19 75 68 124 -13 32 1171 1190
Change in exchange rates and other -28 -105 -550 -683 5 30 66 101
Closing balance 546 1135 4125 5806 301 556 3752 4609

Carrying amount

Opening balance 228 397 14 594 5370 248361 217 660 16 608 4071 238339

Closing balance 227 843 19589 2617 250049 228 397 14594 5370 248361

1) Including purchased or originated credit impaired.
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Forborne loans

Forborne loans refer to loans where the contractual terms have been changed due to
the customers’ financial difficulties. The purpose of the forbearance measure is to
enable the borrower to make full payments again or to avoid foreclosure, or when
this is not considered possible, to maximise the repayment of outstanding loans.
Changes in contractual terms include various forms of concessions such as amortisa-
tion suspensions, reductions in interest rates to below market rates, forgiveness of
all or part of the loan, or issuance of new loans to pay overdue amounts. Depending
on when the forbearance measures are taken and the severity of the financial diffi-

NOTES, GROUP

Loan write-offs

Loans are written off when the loss amount is ultimately established and there are
no realistic options of recovery. The remaining loan amount for those that are parti-
ally written off is still included in credit-impaired loans or forborne loans. Previous
provisions are reversed in connection with the write-off. The loss amount is ultima-
tely determined when a receiver has presented a bankruptcy distribution, when a
bankruptcy settlement has been reached, when a concession has been granted, or
when the Swedish Enforcement Agency, or a collection company has reported that
the physical person has no distrainable assets. A write-off normally does not mean

culties of the borrower, the forborne loan could either be treated as a performing
forborne loan or a non-performing forborne loan. The following tables show the
gross carrying amounts of forborne loans.

that the claim against the borrower has been forgiven. Generally, a proof of claim is
filed against the borrower or guarantor after the write-off. A proof of claim is not
filed when a legal entity has ceased to exist due to a bankruptcy, when a bankruptcy
settlement has been reached or when receivables have been completely forgiven.
The total contractual amount on loans that were written off during 2020, and which
still are subject to enforcement activity, is SEK 266m (425).

Gross carrying amount of forbone loans

2020

Sweden Estonia Latvia Lithuania Norway Other Total
Performing 1919 999 1153 403 1216 147 5837
Non-performing 643 289 331 423 6423 237 8346
Total 2562 1288 1484 826 7639 384 14183
2019

Sweden Estonia Latvia Lithuania Norway Other Total
Performing 1030 611 447 147 740 2975
Non-performing 218 299 359 423 5876 147 7322
Total 1248 910 806 570 6616 147 10297

Covid-19 support measures

The impact of Covid-19 on society, private individuals, corporates and governments, could be long-lasting and severe. As a way of supporting both private and corporate custom-
ers with Covid-19 related liquidity constraints, the Group introduced standardised and collective methods for amortisation deferrals of principal amounts due on private mortgag-
es, consumer loans and certain corporate loans to small and mid-size companies. Generally, these measures have not automatically or individually been treated as a Stage 2 trigger
or forbearance measures, in accordance with statements by supervisory authorities, including the European Banking Authority (EBA) Guidelines on legislative and non-legislative
moratoria on loan repayments applied in light of the Covid-19 crisis. In general, these guidelines refer to payment moratoria which are government supported or are agreed on
with national bankers’ associations. Measures granted or extended that do not fulfil the definitions within these guidelines are assessed for both Stage 2 and forbearance accord-
ing to the Group’s ordinary rules and practice. The fact that certain borrowers need extensions of their payment moratoria also indicates further financial difficulties for these
customers.

The Group has granted total amortisation deferrals for circa 69 000 borrowers during 2020, of which circa 48 000 had not expired as per 31 December and primarily relates to
private mortgages. The gross carrying amount of these loans amounted to SEK 74.9bn, of which SEK 73.2bn are compliant with EBA’s Guidelines. Based on the gross carrying
amounts, 93% are classified in Stage 1, 6% in Stage 2 and 1% in Stage 3. The amortisation deferral periods outstanding all expire within one year.

Beyond this, the Group has supported companies in need of liquidity through new loan facilities, with the majority volume provided to customers of Large Corporates & Institu-
tions. The Group has also issued new loans as part of the state guarantee programs in all home countries, of which there are SEK 997m outstanding as at year-end.

3.1.7 Assets taken over for protection of claims and cancelled leases

The Group takes over properties aiming at recovering, to the extent possible, cash flow from defaulted loans, thereby minimising credit impairments. This is expected to be done
through active asset management and other value-creation measures. The aim is also to minimise the cost of ownership while the repossessed property is held. The internal ass-
umptions in the calculation of the fair values are considered of such significance that the appraisal is attributed to level three in the hierarchy of fair value.

2020 2019
Carrying Carrying
amount, amount,
overtaken Carrying overtaken Carrying
Number during 2020 amount Fair value Number during 2019 amount Fair value
Buildings and land 29 14 54 56 26 2 72 74
Shares and other participating interests 1 10 31 31
Other 39 5 32 34 69 10 55 57
Total 69 28 117 122 95 12 127 131

3.1.8 Capital requirement for credit risks
The capital requirement for credit risks in Swedbank (consolidated situation) at year end 2020 amounted to SEK 27 881m (25 220). For more information, see note G4
Capital.
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3.1.9 Climate related information

Climate change gives rise to credit risk, especially in certain sectors. The table below shows the part of lending to the public and credit institutions that present material cli-
mate-related risks exposures. Groups and sectors are defined in accordance with the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD).
TCFD’s selection criteria for activities that are deemed materially impacted by climate change are greenhouse gas emissions, energy use and water use. Within the Transpor-
tation group, Swedbank has chosen to include manufacturing, trading and services with vehicles to capture the entire value chain. Compare with the sectors in the table
Loans to the public and credit institutions, carrying amount, section 3.1.6. For more information about the work with TCFD, please refer to Swedbank’s sustainability report,
page 209-211.

TCFD material groups Gross carrying amount TCFD sector Gross carrying amount
2020 2019 2020 2019

Credit institutions 46 400 45457

Insurance companies 144 62

Financial Group 63 065 57621 Asset owners and asset managers 16521 12102
Oil & Gas 13029 17132

Coal 0 0

Energy Group 26721 27985 Utilities 13692 10853
Air transport 300 363

Shipping 10399 12917

Rail transportation 895 373

Trucks, busses and working machines 15947 18325

Transportation Group 32734 37837 Automobiles and components 5693 5860
Agriculture 38147 38002

Beverages, Packaged food and Meats 4324 4163

Forestry 18071 18447

Agriculture, Food and Forest products Group 65748 66 261 Paper & Forest products 5206 5649
Metals & Mining 3417 3847

Chemicals 8203 7283

Construction materials (excl wood) 2 866 3112

Capital Goods 3627 3599

Materials and Buildings Group 375188 387 232 RE management and development 357075 3693390
Total TCFD portfolio 563 456 576 937 Total TCFD portfolio 563 456 576937

TCFD's way of grouping economic activities differs significantly from Swedbank’s traditional sectoral classification. The manufacturing sector, for example, in TCFD reporting is
divided into several sectors that are found in all groups except Finance, see the table below.

Loans gross carrying amount % av total TCFD sector
Manufacturing 39 084
- of which TCFD: 32340
Air transportation 3 1%
Automobiles and components 388 7%
Beverages, Packaged foods and Meats 4308 100%
Capital goods 3553 98%
Chemicals 8195 100%
Construction materials 2849 99%
Metals & Mining 3389 99%
Oil & gas 3465 27%
Paper & Forest products 5132 99%
Rail transportation 19 5%
Trucks, bus and working machines 1039 7%
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3.2 LIQUIDITY RISK

3.2.1 Definition

The risk of not being able to meet payment obligations when they fall due without
incurring considerable additional costs for obtaining funds or losses due to asset
fire-sales.

3.2.2. Risk management

The Board of Directors determines the Group’s overall risk appetite for liguidity and has
therefore established adequate limits. The CEO is responsible for ensuring that busi-
ness operations stay within the risk appetite and does so by placing more granular
limits on certain key liquidity risk metrics. Group Treasury is primarily responsible for
managing the Group’s liquidity while Group Risk constitutes the independent control
function and is responsible for the methods used to identify, monitor, measure, and
control all relevant aspects of liquidity risk. Group Risk is also responsible for the
methods used to control the Group's liquidity risk as well as for reviewing and appro-
ving the methods defined by Group Treasury.

3.2.3. Risk measurement

Swedbank uses a range of liguidity risk measures to assess short-term liquidity risks,
including intraday, and long-term structural liquidity risks, both under normal and
stressed scenarios. The liquidity metrics are either defined internally or by external
regulatory requirements.

As stipulated by the Group’s ERM policy, a survival period limit based on the inter-
nally defined risk metric “Survival horizon”, has been established. The survival period is
measured as the number of days with a positive cumulative net liguidity position,
taking future cash flows into account. The risk measure is conservative and assumes a
stressed scenario, e.g. that there is limited access to the funding markets and that
there are large outflows of deposits within a short time-period. In the measure, a
severe drop in house prices is also assumed, affecting the overcollateralisation of the
cover pool.

Swedbank also ensures compliance with two regulatory mandated liquidity risk
metrics; the Liquidity Coverage Ratio (LCR) and the Net Stable Funding Ratio (NSFR).
These risk metrics are calculated regularly, monitored, and reported to relevant authori-
ties by Group Treasury. The purpose of the LCR is to ensure that Swedbank has enough
unpledged assets of high quality, a liquidity reserve, to meet its liquidity needs in stres-
sed situations during the next 30 days. The NSFR requires banks to maintain a stable
funding profile and limits overreliance on short-term funding. The NSFR ensures that a
bank’s illiquid long-term assets are financed using a minimum level of stable long-term
funding and is set by regulators at a minimum of 100 per cent.

Liquidity Reserve?

NOTES, GROUP

Furthermore, Swedbank uses and monitors on a daily basis a set of early warning
metrics. One such metric is Swedbank’s cost of funding relative to its peers. These indi-
cators provide signals of increased stress in the financial markets and hence increased
liquidity risks.

Swedbank has established continuity plans to manage the effects that would arise
in the event of serious market disruptions. These plans are in place both at a Group
level and at a local level in Swedbank’s home markets.

3.2.4 Funding strategy

Swedbank’s funding strategy is based on the composition of its assets and uses several
different funding programmes to meet its short and long term needs e.g. commercial
paper, certificates of deposit, covered bonds and unsecured funding. More than half of
the lending consists of Swedish mortgages, which are primarily funded by issuing
covered bonds.

Swedbank is the leading savings bank in its home markets. Deposit volumes,
together with issued covered bonds and shareholders’ equity, cover nearly all its fun-
ding requirements. As a result, Swedbank has a limited structural need for senior unse-
cured funding.

The funding strategy is also closely linked to the credit quality of the assets in the
balance sheet. Swedbank aims to match unsecured funding against assets with corres-
ponding amounts and maturities. The share of unsecured funding is determined by
Swedbank’s aim to maintain a stable funding profile using a diversified set of funding
sources as well as the MREL (Minimum Requirements for own funds and Eligible Liabili-
ties) requirements.

For more information regarding Swedbank's distribution of liabilities and encumbe-
red assets, refer to the Group’s Pillar 3 report.

3.2.5 Liquidity reserve

Swedbank has established and maintains a liquidity reserve to reduce the Group’s liqui-
dity risk. When future refinancing needs are high, the liquidity reserve must be adju-
sted to meet maturities in various types of stressed scenarios.

Level 1 assets 484 553
Cash and balances with central banks? 315 446
Securities issued or guaranteed by sovereigns, central banks, MDBs and international organisations 131695
Securities issued by municipalites and PSEs 1309
Extremely high quality covered bonds 36 103
Level 2 assets 10 487
Level 2A assets 9408
High quality covered bonds 9405
Corporate debt securities (lowest rating AA-) 3
Level 2B assets 1079
Corporate debt securities (rated A+ to BBB-) 785
Shares (major stock index) 294
Total 495 040

1) Unadjusted Liquid Assets classified in accordance with Commission Delegated Regulation (EU 2015/61).

2) Minimum reserve requirements held in the Central Bank of Estonia, Latvia, Lithuania and Bank of Finland are excluded from liquid assets.
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3.2.6 Summary of maturities

In the summary of maturities, undiscounted contractual cash flows are distributed on
the basis of remaining maturities until the agreed time of maturity. For lending to the
public, amortising loans are distributed based on amortisation schedules. Liabilities
whose contracts contain a prepayment option have been distributed based on the ear-
liest date on which repayment can be demanded. The large part of deposits from the

The difference between the nominal amount and carrying amount, the discount effect,
is presented in the column “No maturity date/discount effect”. This column also includes
items without an agreed maturity date and where the anticipated repayment date has
not been determined. Loan commitments that are not recognised as financial liabilities
amounting to SEK 326 175m (287 413) may be drawn at any time by the customer.
Issued guarantees and other contingent liabilities of SEK 50 636m (52 008) may lead to

public is contractually payable on demand. Despite the contractual terms, the
deposits are essentially a stable anda long-term source of funding.

future cash outflows if certain events occur. The expected cash outflows, amounting to
SEK 806m (582), are reported in the time buckets up to one year, within Other liabilities.

Undiscounted contractual cash flows

No maturity/

Payable on discount
Remaining maturity 2020 demand <3 mths. 23 mths.—<1yr 21-<5yrs 25-<10yrs 210 yrs effect Total
Assets
Cash and balances with central banks 293811 293811
Treasury bills and other bills eligible for refinancing with
central banks 115528 4225 12030 2971 2271 166 137191
Loans to credit institutions 5934 23647 7263 9934 293 883 47 954
Loans to the public 242 125734 147 431 346771 134859 945136 -19186 1680987
Bonds and other interest-bearing securities 1841 3553 49050 5511 228 -208 59975
Financial assets for which the customers bear the investment risk 6059 81271 3210 22126 35015 104730 252411
Shares and participating interests 24502 24 502
Derivatives 21244 23603 69609 22077 10303 -94 659 52177
Intangible assets 18361 18361
Tangible assets 5421 5421
Other assets 18 402 1678 1772 21852
Total 306046 387667 190963 509520 200726 1063551 -63831 2594642
Liabilities
Amounts owed to credit institutions 38605 37190 441 74077 150313
Deposits and borrowings from the public 1091927 32 359 22501 1392 56 5 1148240
Debt securities in issue 92 885 164579 430558 28552 17519 -1279 732814
Financial liabilities where customers bear the investment risk 3027 79361 3457 23211 36849 107 324 253229
Derivatives 29072 26142 72 345 24090 8023 -105292 54380
Other liabilities 1 53667 1830 5597 2478 3319 -212 66 680
of which lease liability 680 1848 965 330 -212 3611
Senior non-preferred liabililties 10076 201 82 10359
Subordinated liabilities 22 466 394 574 23434
Equity 155193 155193
Total 1133560 324534 218950 639722 92620 136190 49 066 2594 642

In the maturity distribution above, cash flows for derivatives have been distributed between assets and liabilities based on whether the individual derivative has a positive or negative
fair value, without taking into account whether the derivatives have been offset in the accounts. Amounts that have been offset in the accounts are reported in the column No matu-
rity/ discount effect.

Undiscounted contractual cash flows

No maturity/

Payable on discount
Remaining maturity 2019 demand <3 mths. 23 mths.—<1yr 21-<5yrs 25-<10yrs 210 yrs effect Total
Assets
Cash and balances with central banks 195 286 195 286
Treasury bills and other bills eligible for refinancing
with central banks 124428 5379 3746 2 505 634 402 137094
Loans to credit institutions 4856 21218 4791 13165 380 1042 45 452
Loans to the public 568 112199 143993 352923 147406 911694  -16487 165229
Bonds and other interest-bearing securities 5022 15114 35807 2680 127 -1383 57 367
Financial assets for which the customers bear the investment risk 5573 40922 3145 20676 30046 92 586 31945 224893
Shares and participating interests 13247 13247
Derivatives 11543 11435 19224 1742 480 44 424
Intangible assets 17 864 17 864
Tangible assets 5572 5572
Other assets 11877 2580 3 273 14733
Total 206283 327209 186437 445544 184 759 1 006 083 51913 2408228
Liabilities
Amounts owed to credit institutions 29188 37319 3071 108 69 686
Deposits and borrowings from the public 887131 40861 24 505 1419 87 10 954013
Debt securities in issue 88 344 213236 490679 51090 20967 -8562 855 754
Financial liabilities where customers bear the investment risk 2905 71100 3304 21721 31767 94 995 225792
Derivatives 10578 6939 10215 992 343 11910 40977
Other liabilities 63 468 1563 5073 3644 7124 -238 80634
of which lease liability 215 470 1745 1016 449 -236 3659
Senior non-preferred liabililties 0 265 10472 0 209 -141 10805
Subordinated liabilities 6990 24139 427 378 31934
Equity 138633 138633
Total 919224 318660 252883 563826 88007 123648 141980 2408228
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3.2.7 Stress tests
Stress tests are conducted regularly to increase preparedness for possible disruptions in the financial markets. These stress tests focus on both Swedbank-specific and market-re-
lated disruptions. These analyses also consider the combined effects that would occur if all these disruptions would occur at the same time.

In the scenarios, risk drivers are stressed to levels that are unlikely, but not inconceivable. Examples include large-scale withdrawals from deposit accounts, high utilisation of
credit facilities and increased collateral requirements for various purposes. In addition, assumptions are also made that Swedbank’s liquidity reserve decreases in value, as will the
properties that serve as collateral for the loans in the mortgage operations. The latter risk driver impacts Swedbank’s ability to issue covered bonds, which are of strategic impor-
tance to its funding. As a last example of stress testing risk drivers, assumptions are made that access to capital markets becomes unavailable but that Swedbank’s liquid assets
can still generate liquidity.

In addition, a sensitivity analysis of the overcollateralisation level of the cover pool is regularly produced, as shown as a snapshot of the cover pool as of 31 December 2020
(“Current”) in the table below. The analysis illustrates the effects on Swedbank Mortgage's overcollateralisation level given different levels of house price decline.

Cover pool sensitivity analysis, house price decline

2020

House price decline Current -5% -10% -15% -20% -25% -30% -35% -40%
Total assets in the cover pool, SEKm 1018014 1014666 1007236 994606 977413 955699 929462 898535 862194
Total outstanding covered bonds, SEKm 541248 541248 541248 541248 541248 541248 541248 541248 541248
Over collateralisation level, % 881 87,5 86,1 83,8 80,6 766 71,7 66,0 59,3
Liquidity coverage ratio* 2020 2019
High Quality Liquid Assets (HQLA), SEKm

High quality liquid assets, Level 1 482 025 370809
High quality liquid assets, Level 2 8536 5075
Total HQLA 490 561 375 884

Cash Outflows, SEKm

Retail deposits and deposits from small business customers 47 852 490561
Unsecured wholesale funding 200763 152 541
Secured wholesale funding 8632 3989
Additional requirements 69477 52813
Other cash outflows 3310 9369
Total cash outflows 330034 261 496

Cash Inflows, SEKm

Secured lending 4361 13838
Inflows from fully performing exposures 18932 18891
Other cash inflows 24987 21693
Total Cash inflows 48 280 54423
Liguidity coverage ratio, Total, % 174 182
Liquidity coverage ratio, EUR % 263 379
Liguidity coverage ratio, USD, % 145 157
Liguidity coverage ratio, SEK?, % 134 111

1) LCR - calculated in accordance with Commission Delegated Regulation (EU) 2015/61 of October 2014.
2) For LCR in SEK, the regulatory requirement is 75%. For EUR, USD and total, the requirement is 100%.

Liquidity and NSFR components 2020 2019
NSFR, % 125 120
Available stable funding (ASF), SEKm 1652303 1550005
Required stable funding (RSF), SEKm 1316918 1294999
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3.2.8 Interest-bearing securities and lease liabilities

Swedbank has remained active in several capital markets to diversify its funding. During the year, Swedbank issued a total of SEK 77bn (132) in long-term debt instruments, of
which covered bonds were the majority. No senior non-preferred bonds were issued during the year and, as a result of the Covid-19 pandemic, the deadline to meet MREL require-
ments were postponed by the authorities from 2022 to 2024. Repayments of lease liabllities includes interest payments of SEK 44m (36).

Debts securities in issue

Other
interest- Structure Total debt Senior
Commercial Covered bearing retail securities non-preferred Subordinated Lease

Turnover during the year, 2020 papers bonds bonds bonds in issue liabililties liabilities liabilities Total
Opening balance 128772 589627 128 445 8910 855754 10805 31934 3659 902152
Issued/New contracts 420734 40517 36833 498 084 396 458480
Repurchased/Terminated contracts _54877 -54877 -62 -54939
Repaid -411121  -102712 -31476 -2527 -547836 -95 -7:880 -767 -556578
Interest -116 4288 1617 5789 104 605 44 6542
Change in market values or hedged item in

hedge accounting at fair value 2255 595 -706 2144 215 330 2689
Modifications and other 367 367
Change in exchange rates -11 060 -7607 -7577 -26 244 -670 -1555 -26  -28495
Closing balance 127209 471491 128 437 5677 732814 10359 23434 3611 770218

Debts securities in issue

Other
interest- Structure Total debt Senior non-
Commercial Covered bearing retail securities preferred liabi- Subordinated Lease

Turnover during the year, 2019 papers bonds bonds bonds inissue lilties liabilities liabilities Total
Opening balance 131434 497936 164 243 10747 804360 34184 4146 842690
Issued/New contracts 483 569 131039 1036 615 644 11 266 4909 176 631995
Repurchased/Terminated contracts -21017 -21017 -93 -21110
Repaid -487 865 -20418 42231 -3552 -554066 -7711 -752 -562529
Interest, change in market values or hedged

item in hedge accounting at fair value 140 -1101 801 679 519 -95 39 42 505
Modifications and other 130 130
Change in exchange rates 1494 3188 5632 10314 -366 513 9 10470
Closing balance 128772 589627 128 445 8910 855754 10805 31934 3659 902152
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3.3 MARKET RISK

3.3.1 Definition

Market risk is defined as the risk to value, earnings, or capital arising from move-
ments of risk factors in financial markets. Value covers both economic value and
accounting value and includes valuation adjustments.

Market risk includes interest rate risk (including real and nominal interest rates,
credit spreads and basis spreads), currency risk, equity risk (including dividend risk)
and commodity risk (including precious metals), as well as risks stemming from
changes in volatilities or correlations.

3.3.2 Risk management

The Group’s total risk-taking is governed by the risk appetites decided by the Board of
Directors, which limit the nature and size of market risk-taking. Only risk- taking units,
i.e. units that are approved for risk-taking by the CEQ, are permitted to take market
risks. The CEO assigns risk limits for the risk-taking units to the CFO and Head of LC&l.
To monitor risks associated with limits allocated by the CEO, the Group’s CFO and Head
of LC&l sets limits and other indicators that at certain levels, indicate elevated risk. In
addition to the limits allocated to the CFO and Head of LC&l, and selected indicators,
there are local business area limits serving as important tools in the risk-taking units’
daily activities. Market risks within Swedbank are measured, monitored and reported
on a daily basis within Group Risk.

The majority of the Group’s market risks are of structural or strategic nature and are
managed primarily by Group Treasury.

Structural interest rate risks are a natural part of a bank that manages deposits and
loans. Interest rate risk arises primarily when there is a difference in maturity and inte-
rest fixing periods between the Group’s assets and liabilities. Group Treasury manages
risk within given limits, primarily by matching maturities either directly or through the
use of various derivatives such as interest rate swaps. Interest rate risk also arises in
the Group’s trading operations. The Group’s currency risk comprises of structural cur-
rency risk in the banking operations, currency risk as a result of the trading operations,
and investments in the foreign operations. Share price risks arise due to holdings in
equities and equity related derivatives.

All market risks are managed within given limits, for example by means of forward
contracts.

3.3.3 Risk measurement

Swedbank uses a number of different risk measures, both statistical and non-statisti-
cal, with the purpose of limiting the Group’s risk-taking units as well as to ensure
com- pliance with regulations. Statistical measures such as Value-at-Risk (VaR) and
Stressed Value-at-Risk (SVaR) are important tools in Swedbank’s risk management
processes and are used, among other things, to calculate the Group’s capital
requirement.

VaR implicates the use of a model to estimate a probability distribution for the
change in value of Swedbank’s portfolios. The model is based on the previous year's
movements in various market risk factors such as interest rates, currency rates and
equity prices.The estimation is based on the hypothetical assumption that the portfo-
lios will remain unchanged over a certain time horizon. The Group uses a VaR model
with a confidence interval of 99 per cent and a time horizon of one trading day. Statis-
tically, this means that the potential loss of a portfolio will exceed the VaR amount one
day out of 100. VaR is a useful tool, not only for determining the risk level of an indivi-
dual security or asset class, but also when it comes to comparing risk levels for example
between asset classes. Since VaR is a model based on a number of assumptions, Swed-
bank evaluates its VaR model's accuracy on a daily basis through backtesting.

“Regular” VaR and Stressed VaR (SVaR) differ slightly in that the stressed model
applies market data from a one-year period of considerable stress. The period selected
by Swedbank covers parts of the years 2008 and 2008, a period characterized by the
financial crisis.

Non-statistical measures such as sensitivity analyses are important complements to
VaR and SVaR, since these, in some cases, provide a deeper understanding of the mar-
ket risk factors being measured.

In addition to VaR and various types of sensitivity analyses, Swedbank conducts an
extensive array of stress tests. These tests are built on scenarios and can be divided
into three groups: histarical, forward-looking, and method- and model stress scenarios.
The purpose of these stress tests, and the scenarios that serve as a basis for them, is to
further identify significant movements in risk factors or losses that could arise due to
exceptional market disruptions.
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3.3.4 Risk exposure

Swedbank’s market risks primarily arise within the Group’s banking operations mana-
ged by Group Treasury. Market risk is also present in the trading operations, primarily
as aresult of customer transactions executed within the business area Large Corpora-
tes & Institutions (LC&I).

3.3.5 Value-at-Risk (VaR)

During the year, markets were volatile due to Covid-19. The Group managed to main-
tain its market risks at a relatively stable level. However, the volatile market had an
impact on market risk, measured in terms of VaR, which reached higher maximum and
average levels comparison to the previous year. The Group’s total VaR does not include
goodwill since a VaR measure based on one trading day is not relevant to apply on
positions that the Group intends to hold for longer periods of time.

VaR Group Jan-dec 2020 (2019) 2020 2019

SEKm Max Min  Average 31 dec 31 dec
Interest rate risk 113(83) 48 (36) 74 (57) 89 58
Currency risk 21 (20) 4(2) 13(7) 11 11
Share price risk 18(7) 3(1) 6(3) 6 5
Diversification -18(-8) -14 -10
Total 114(93) 54(38) 75(59) 92 64

The trading operations at Swedbank are conducted within the business area Large Cor-
porates & Institutions (LC&l) for the primary purpose of assisting customers to execute
transactions in the financial markets. Positioning occurs only to a limited extent. The risk
level (measured as VaR) is applied in the calculation of Swedbank’s capital requirement.

Swedbank evaluates the VaR model's reliability on a daily basis with actual and
hypothetical backtesting. Actual backtesting uses the trading operations’ actual daily
results to determine the accuracy of the VaR model, while hypothetical backtesting
compares the portfolio’s value at the end of the day with its estimated value at the end
of the subsequent day. The estimated value is obtained by applying market movements
during the day for which the test is performed, with the assumption that the positions
in the portfolio remain unchanged during this time period. The hypothetical backtes-
ting conducted by the Group in 2020 showed that the model serves its purpose well,
since only 3 of the hypothetical losses exceeded the actual VaR level.

Regulatory VaR LC&I Jan-dec 2020 (2019) 2020 2019

SEKm Max Min  Average 31 dec 31 dec
Value-at-Risk 32 (31) 14(12) 22(18) 23 22
Stressed Value-at-Risk 118(98) 58 (56) 85(77) 82 77

In addition to the VaR model applied in the calculation of Swedbank’s capital require-
ment, the Group uses a VaR model that also captures credit spread risk in its internal
risk management. The trading operations’ total VaR had an average value of SEK 28 m
in 2020, which can be compared to the average value of 21 m for 2019.

Risk VaR LC&I Jan-dec 2020 (2019) 2020 2019

SEKm Max Min Average 31 dec 31 dec
Credit spread risk 27 (10) 4(4) 17 (6) 14 5
Share price risk 18(7) 3(1) 6(3) 7 5
Currency risk 13(10) 0(2) 3(4) 4 3
Interest rate risk 29(26) 16(12) 21(19) 21 19
Diversification -19(-11) -15 -9
Total 41 (30) 18(14) 28 (21) 30 22

Data in the table are compiled using the VaR model that the Group applies to internal
risk management and therefore differs from the values generated by the VaR model for
capital requirements.
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3.3.6 Interest rate risk

Interest rate risk refers to the risk that the value of the Group’s assets, liabilities and
interest related derivatives will be negatively affected by changes in interest rates or
other relevant risk factors.

The majority of the Group's interest rate risk is structural and arises within the ban-
king operations when there is a mismatch between the interest fixing periods of
assets and liabilities, including derivatives. The interest rate risk in fixed rate assets,
primarily customer loans, accounts for the larger part of this risk and is hedged
through fixed rate funding or by entering into various types of swap agreements. Inte-
rest rate risk also arises within the trading operations, e.g. through customer related
activities.

Anincrease in all market interest rates of one percentage point would have increa-
sed the net value of the Group’s assets and liabilities, including derivatives, by SEK 1
901 m (-365) at year end. The effect on positions in SEK would have been an increase
of SEK 518 m (-1 277), while positions in foreign currency would have increased by
SEK 1383 m(912). The Group’s Net gains and losses on financial items would have
been affected by SEK 316 m (1 052) as of 31 December 2020.

The Group uses derivatives for so-called cash flow hedges. A change in market inte-
rest rates, as indicated above, would have affected the Group’s other comprehensive
income by SEK 16 m (19).

Change in value if the market interest rate rises by one percentage point

The market risk measurement will need to adapt gradually to the expected changes
related to the Interest Rate Benchmark reform and the new risk-free reference rates.
The transition to the new risk-free interest rates is likely to proceed for some years.
The effect on risk measurements such as Value-at-Risk due to the IBOR reform is diffi-
cult to predict as of today.

3.3.7 Credit spread risk

For financial assets and liabilities measured at fair value within the Group’s trading
operations and liquidity portfolio, credit spread risk is measured separately as well.
Credit spread risk refers to the risk that the value of these assets and liabilities will
be affected by changes in issuer specific interest mark-ups (credit spreads), e.g. the
difference between a security’s interest mark-up and the current market rate with
the corresponding maturity for an issuer.

An increase in all issuer specific spreads of 1 basis point at year end would have
reduced the value of these interest-bearing assets, including derivatives, by SEK 12
m(11).

The table below shows the impact in SEKm on the net value of assets and liabilities, including derivatives, when market interest rates are increased by one percentage point.

2020 <3mths. >3-6 mths. >6-12 mths. >1-2yrs >2-3yrs >3-4 yrs >4-5yrs >5-10yrs >10yrs Total
SEK -422 77 -97 492 123 801 216 -1202 530 518
Foreign currency 78 -30 473 494 1102 -1552 790 -13 41 1383
Total -344 47 376 986 1225 -751 1 006 -1215 571 1901
2019

SEK -152 -110 -222 -750 143 1073 249 -1308 -200 -1277
Foreign currency 302 956 -41 196 -410 110 -1082 1095 -214 912
Total 150 846 -263 -554 -267 1183 -833 -213 -414 -365

The table below shows the impact in SEKm on the net value of assets and liabilities measured at fair value through profit or loss, when market interest rates are increased by one

percentage point.

2020 <3 mths. >3-6 mths. >6-12 mths. >1-2 yrs >2-3yrs >3-4 yrs >4-5yrs >5-10yrs >10yrs Total
SEK 180 104 -67 411 57 883 113 -1047 484 568
Foreign currency -396 -240 573 610 3044 -6552 2592 341 -224 -252
Total -216 -136 506 1021 3101 -6219 2705 -706 260 316
2019

SEK -107 -9 -72 46 -132 -552 -382 1109 -61 -160
Foreign currency 192 909 -118 223 -313 155 -875 1117 -78 1212
Total 85 900 -190 269 -445 -397 -1257 2226 -139 1052
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3.3.8 Currency risk

Currency risk refers to the risk that the value of the Group’s assets and liabilities, inclu-
ding derivatives, will be negatively affected by changes in exchange rates or

other relevant risk factors.

The Group has currency positions through goodwill and other intangible assets,
which are deductible from the capital base. These currency positions are financed
in SEK and are not hedged since changes in exchange rates between the foreign
currencies and SEK do not affect either profit or the capital base. The major single
position is in EUR and relates to the Baltic operations. At year end the foreign
currency position arising from goodwill in the Baltic currency position amounted to
SEK 10 200m (10 582 mkr).

In addition, the Group has structural currency risks within the banking operations
due to deposits and lending in different currencies. Currency risk also arises in the tra-
ding operations, e.g. due to customer transactions. Currency risk that arises in the ban-
king operations or that is strategic in nature is managed by Group Treasury by limiting
the total value of assets and liabilities (including derivatives) in one currency to a desi-
red level using derivatives, such as cross currency swaps and forward exchange agre-
ements. Currency risks arising in the trading operations are also managed by means of
currency derivatives.

Currency distribution
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The Group’s exposure to currency risks with the probability to affect earnings, i.e.
excluding exposures related to goodwill in foreign operations and related hedges, is
limited. A shift in exchange rates between foreign currencies and the Swedish krona of
+5 per cent at year-end would have a direct effect on the Group’s reported profit of
SEK 66m (72). Moreover, a shift in exchange rates between foreign currencies and the
Swedish krona of -5 per cent at year-end would have a direct effect on the Group'’s
reported profit of SEK -56m (22).

A shift in exchange rates between the Swedish krona and foreign currencies of +/-5
per cent, with respect to net investments in foreign operations and related hedges,
would have a direct effect on other comprehensive income of SEK +/- 879m after tax
(+/-862).

The Group recognises certain currency derivatives as cash flow hedges. An increase
in the basis spread, (i.e. the price to swap cash flows in one currency for another) of one
basis point would have had a positive effect on these derivatives in other comprehen-
sive income of SEK 8 m (9) after tax at year end.

Below the carrying amounts in the balance sheet are presented according to the
transaction currency, except for derivatives. Derivatives might include cash flows in
different currencies and are therefore presented according to the contract’s different
currencies. All carrying amounts in the table are presented in SEK.

Total

foreign
2020 EUR usD GBP DKK NOK Other currency SEK Total
Assets
Cash and balances with central banks 144 434 19 466 68 82 129 164179 129632 293811
Treasury bills and other bills eligible for refinancing
with central banks, etc. 4664 713 705 6082 131109 137191
Loans to credit institutions 19914 3886 1001 1652 3847 3987 34287 13667 47954
Loans to the public 224649 25392 3669 5168 31101 2539 292518 1388469 1680987
Bonds and other interest-bearing securities 6670 580 410 8227 15887 44088 59975
Derivatives and other assets, not distributed 374724 374724
Total 400 331 50037 4670 7 298 43 962 6655 512953 2081689 2594 642
Liabilities
Amounts owed to credit institutions 40969 3179 5346 1356 9469 4546 64 865 85448 150313
Deposits and borrowings from the public 308 646 30776 812 117 548 8718 349617 798623 1148240
Debt securities in issue 221847 114537 38625 10548 14595 400152 332662 732814
Senior non-preferred liabilities 7 564 2795 10359 10359
Subordinated liabilities 11751 8535 1921 22 207 1227 23434
Derivatives and other liabilities, not distributed 374289 374289
Equity 155193 155193
Total 590777 157027 44783 1473 23 360 29780 847200 1747 442 2594642
Derivatives, other assets and liabilities 201778 106939 40125 -5831 -20408 23127 345730
Net position in currency 11332 -51 12 -6 194 2 11 483

Net funding in foreign currency with a corresponding recognised amount of SEK 35 168m (33 640) is used as a hedging instrument to hedge net investments in foreign opera-
tions. The above net position in currencies pertains mainly to parts of net investments in foreign operations that are not hedged. Exchange rate changes to this position are reco-

gnised in other comprehensive income (OCl) as translation difference.

Currency distribution

Total

foreign
2019 EUR usb GBP DKK NOK Other currency SEK Total
Assets
Cash and balances with central banks 144058 18977 118 111 195 128 163587 31699 195286
Treasury bills and other bills eligible for refinancing
with central banks, etc. 1111 3050 206 4367 132727 137094
Loans to credit institutions 21285 3599 203 1750 2751 2880 32 468 12984 45452
Loans to the public 226944 32606 3156 4669 26726 1671 295772 1356524 1652296
Bonds and other interest-bearing securities 5756 1963 430 5802 13951 43416 57 367
Derivatives and other assets, not distributed 320733 320733
Total 399 154 60195 3477 6 960 35 680 4679 510145 1898083 2408228
Liabilities
Amounts owed to credit institutions 17832 7732 1829 2069 15777 2250 47 589 22097 69 686
Deposits and borrowings from the public 261 606 19129 636 83 546 793 282793 671220 954013
Debt securities in issue 260057 135706 28232 9863 14135 447993 407761 855754
Senior non-preferred liabilities 7893 2912 10805 0 10805
Subordinated liabilities 12169 16 482 2061 30712 1222 31934
Derivatives and other liabilities, not distributed 347403 347403
Equity 138633 138633
Total 559657 179049 30697 2152 29098 19239 819892 1588336 2408228
Derivatives, other assets and liabilities 172520 118809 27 255 -4 804 -6 316 14532 321996
Net position in currency 12 016 -44 36 4 266 -28 12250
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3.3.9 Share price risk

Share price risk refers to the risk that the value of the Group’s holdings of shares and
share related derivatives may be negatively affected by changes in share prices or
other relevant risk factors such as share price volatility.

Share price risk arises due to holdings in equities and equity related derivatives. The
main purpose of Swedbank’s equity trading is to generate liquidity for the Group’s
customers. Share price risk is measured and limited in the Group, e.g. with respect to
the worst possible outcomes in 81 different scenarios based on changes in share prices
and implied volatility. In these scenarios, share prices change by a maximum of +/- 20
per cent and the implied volatility by a maximum of +/- 30 per cent. The outcomes for
the various combinations form a risk matrix for share price risk, where the worst-case
scenario is limited.

As of year-end, the worst-case scenario would have affected the value of the trad-
ing operations’ positions by SEK -27m (-27).

3.3.10 Commodity risk

Commodity risk refers to the risk that the value of the Group’s holdings of commod-
ity related derivatives will be negatively affected by a change in asset prices. Expo-
sure to commodity risks arises in the Group only in exceptional cases as part of cus-
tomer related products. Swedbank hedges all positions with a commodity exposure
with another party, so that no open exposure remains.

3.3.11 Capital requirement for market risks

The capital requirement for market risks in Swedbank amounted to SEK 1 385 m
(1308) at year end and is presented by risk type in note G4 under Capital adequacy.
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3.4 OPERATIONAL RISKS

3.4.1 Definition

The risk of losses, business process disruptions and negative reputational impact resul-
ting from inadequate or failed internal processes, people and systems or from external
events.

3.4.2 Risk management

Group Risk is responsible for uniform and Group-wide measurement and reporting of
operational risk. Analyses of the bank’s risks are performed in connection with major
changes as well as at least once a year. Reporting is done periodically and, when
needed, to local management and to the Group’s Board of Directors, CEO and Swed-
bank's executive management.

3.4.3 Risk assessments

All business areas apply the same methods (e.g. risk assessments) to self-assess ope-
rational risks. These methods are used on regular basis to cover among others all key
processes within the Group and include risk identification, action planning and monito-
ring to manage any risk that may arise.

3.4.4 New Product Approval Processes (NPAP)

Swedbank has a Group-wide process for New Product Approval (NPA) covering all new
and/or materially altered products, services, markets, processes and/or IT-systems as
well as major operational and/or organisational changes including outsourcing. The
purpose is to ensure that the Group does not enter into activities that entail uninten-
ded risks or risks that are not adequately managed and controlled as part of the pro-
cess. In addition, the Group is able to assure quality when launching new and/or revised
products and services.

3.4.5 Incident, Continuity and Crisis management

Swedbank works proactively to prevent and strengthen its resilience and ability to
manage all types of incidents, such as IT disruptions, natural disasters, financial market
disturbances and pandemics, which may affect the Group’s ability to provide services
and offerings continually. The principles for incident, continuity and crisis management
are defined in a Group-common framework as well as established system support for
incidents and losses. A Group-level crisis management team is responsible for manage-
ment, coordination and communication in collaboration with local crisis management
teams. Continuity plans are drafted for all business and systemically critical operations
and services. The plans describe how Swedbank will operate in the event of a serious
disruption. Swedbank’s models for continuity and crisis management are based on
international and national standards.

Incident reporting

Swedbank has established routines and system support to facilitate reporting and fol-
lowing up on incidents. Group Risk supports the business areas in reporting, analysing
and drafting action plans to ensure that the underlying causes are identified and that
suitable actions are taken. Incidents and operational risk-related losses are logged in a
central database for further analysis.

3.4.6 Process and control management

Swedbank has established a common framework for processes and internal control.
Specific frameworks for Internal Control over Financial Reporting (ICFR) and Credit Pro-
cess Control (CPC) are applied to affected processes within the Group. A Process Uni-
verse has been established with the purpose of clarifying responsibility for the Group’s
significant processes as well as for the controls in the processes, and to ensure that
they are effective and appropriate. Swedbank uses the Process Universe as a basis for
risk management and risk control performed within the Group.

3.4.7 Information security risk

Swedbank has a structured approach to protect information. To strengthen these
efforts, processes and routines are being constantly reviewed to improve and comple-
ment the bank's management system for information security. The management sys-
tem is a tool to manage and coordinate the Group’s long-term efforts in a structured
and methodical way.

3.4.8 Capital requirements for operational risks

Swedbank applies the standardised approach to calculate the capital requirement for
operational risks. Swedbank's capital requirement for operational risk as of 31 Decem-
ber 2020 amounted to SEK 5 716m (5 481).
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3.5 RISK IN THE INSURANCE BUSINESS

3.5.1 Definition

Risk in the insurance business is defined as insurance underwriting risk, market risk,
credit risk, and liquidity risk in respect of the wholly owned insurance companies in the
Group. The companies are also exposed to Operational risk.

Insurance underwriting risk is defined as the risk to value, earnings, or capital, ari-
sing from a deviation between actual and anticipated insurance costs (claims and
expenses). In other words, the risk that actual outcomes will deviate from projections
e.g. in terms of longevity, mortality, morbidity or claim frequency. This includes expense
risk i.e. the risk that administrative costs and sales commissions will exceed the cost
estimates that served as the basis for the premiums.

3.5.2 Risk management of insurance underwriting risk

The life insurance operations incur mortality risk, morbidity risk, longevity risk, expense
risk and lapse risk i.e. the risk that contracts will be terminated in advance to a higher
degree than anticipated. Property and casualty insurance risk comprises the risk that
the insurance result will be unusually unfavourable in the year ahead or that the final
payment for past claims will be more expensive than estimated.

Before a life insurance policy is approved, the potential customer must pass a risk
assessment. The purpose is to determine whether the person can be approved for insu-
rance based on his or her health. The required insurance must also meet the policy hol-
der’s insurance needs.

To further limit risk exposure, the company reinsures parts of its insurance risks.
Swedbank’s insurance operations offer a broad range of products and are active in the
entire Swedish market (life insurance) as well as in the three Baltic countries (life, pro-
perty and casualty insurance). This provides diversification of the insurance risk, with
respect to market, product, age and gender. Insurance contracts are designed so that
the premium and assumptions can be changed annually, implicating that the company
may quickly balance its premiums and terms to rapid changes in for example morbidity.
The pricing of premiums is based on assumptions about expected longevity, mortality,
morbidity and claim frequency as well as the estimated cost of insurance events. Expe-
rience in the form of statistical material and expectations about future developments
are critical factors in the choice of assumptions.

3.5.3 Risk exposure and risk measurement

Actual outcomes compared with the above-mentioned assumptions give rise to a risk
result in the life insurance operations. Risk in the insurance business is measured by
stressing the insurance company’s balance sheet, income statement and shareholders’
equity over a one-year horizon with a given level of confidence. According to the latest
risk assessment, the most important risks are lapse, expense and catastrophe risk i.e.
the risk of major damage due to a single event. Property and casualty insurance repre-
sent a small part of Swedbank's total insurance operations. Since contracts are issued
on an annual basis, insurance risks are limited because pricing can be changed for the
following year. For the property and casualty insurance operations, insurance risks are
measured by calculating the claim ratio i.e. claims in relation to premiums, by product
and country.

3.5.4 Capital requirement for Risk in the insurance business

Solvency is a measure of the insurance company’s financial position and strength.
The purpose is to show that the size of the company’s capital buffer is large enough
to fulfil its commitments to customers in accordance with the terms and guarantees
in its insurance contracts. The insurance companies’ capital buffer is designed to
cover all types of risks. The solvency requirements in the insurance companies are
calculated according to Solvency Il. The capital base (Own Funds, OF) is calculated
through a market valuation of the net of the insurance company’s future cash flows,
and capital requirement (Solvency Capital Requirement, SCR) by stressing OF in vari-
ous scenarios. The solvency ratio is defined as OF divided by SCR.

The capital base in Swedbank’s Swedish insurance operations amounted to SEK
10 074m on 30 September 2020 (8 759). This compares with the Solvency Capital
Requirement of SEK 6 090m (5 845). The solvency ratio was 1.65 (1.50). The capital
base in the Baltic life insurance operations amounted to SEK 1 721m as of 30 Sep-
tember 2020 (1 573). The solvency ratio was 1.50 (1.52). The capital base in the Bal-
tic property and casualty insurance operations amounted to SEK 532m as of 30 Sep-
tember 2020 (523). The solvency ratio was 1.50 (1.51).
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3.6 OTHER RISK TYPES

In addition to the risk types described in 3.1-3.5, Swedbank’s Risk Taxonomy also
includes Capital risk, Sustainability risk, Strategic risk, and Compliance risk.

3.6.1 Capital risk

Capital risk is defined as the risk that the Group has an insufficient level or composi-
tion of capital to cover applicable capital requirements and support its business acti-
vities under normal economic environments or stressed conditions.

3.6.2 Sustainability risk

The risk that arises from the inability to properly identify and manage Environmen-
tal, Social or Governance ("ESG”) related events that, if they occur, could cause mate-
rial negative financial impact and/or material negative impact on the Group’s brand
and reputation.

Sustainability Risk also impacts several other risk types, primarily Compliance, Credit,
Operational and Strategic Risks.

3.6.3 Strategic risk

Strategic risk is defined as the risk arising from changes in the business environment
(sometimes also called as business risk) and from business decisions, improper
implementation of decisions or lack of responsiveness to changes in the business
environment that might lead to failure in reaching Bank’s strategic goals.

3.6.4 Compliance risk

Compliance risk is defined as the risk of failure by the Group to fulfil and meet the
external and internal regulations applicable to the Group’s licensed operations. Com-
pliance risk includes three risk areas: Conduct risk (market conduct, data protection
and customer protection risk), Financial crime risk (money laundering and terrorist
financing, bribery and corruption, financial sanctions and facilitation of client tax
evasion risk) and Regulatory compliance risk.
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4.1 INTERNAL CAPITAL ASSESSMENT

4.1.1 Purpose

The Internal Capital Adequacy Assessment Process (ICAAP) aims to ensure that the
Group is adequately capitalised to cover its risks. both current and future. and that the
capital dimension is properly considered in the Group’s business strategy.

Internal capital stress tests are used to gauge the risk profile of the institution and
measure the impact of adverse scenarios. The results of the conducted stress tests con-
ducted are considered in the capital planning process when calibrating the size of the
management buffer above the regulatory requirements. which in turn affects capital
allocation. product pricing and performance measurement of internal business segments.
A failure to meet the internal targets for capital adequacy in a particular stress test could
result in a decision to issue additional capital. adjustment of internal controls and risk
mitigation measures. reassessment of the permitted level of exposures within business
areas. segments and products. and review of the long-term strategy of the bank.

4.1.2 Risk coverage

Swedbank prepares and documents its own methods and processes to evaluate its capi-
tal requirement. The internal capital adequacy assessment takes into account all relevant
risks that arise within the Group. In addition to Pillar 1 risks. other types of risk are also
assessed and evaluated. There are certain risk categories that receive no explicit capital
allocation but are nevertheless closely monitored. such as business risk. liquidity risk and
strategic risk. Significant risks that have been identified within the Group include:

4.1.3 ICAAP 2020

Stress testing exercises carried out by Swedbank in the ICAAP 2020 show that the
bank is resilient to major macroeconomic shocks and is able to survive in a highly unfa-
vourable economic environment. Swedbank's strong asset quality and capital situation
are the key factors behind this conclusion.

Description of the 2020 adverse scenario
The scenario developed in late 2018 is based on three major risk drivers. A breakdown
of trade talks between the USA and China is deemed to be the most prominent while
the macroeconomic growth issues related to climate change transition and the effects
of the geopolitical tensions in the Strait of Hormuz are also factored into the scenario.
In addition. the impact of the AML allegations against Swedbank is considered. Thus. an
aggressive escalation of the ongoing trade war is used as the scenario starting point
recognizing that such a development hampers economic growth and may set the rest
of the world on a path towards destructive tariff policies. At the same time. the scena-
rio assumes that climate change can be mitigated if governments act decisively. which
leads to rapid economic adjustments. This affects economic growth and is supposed to
have serious short-term consequences for companies that would need to adapt their
business models and practices to the new operating environment.

A revised scenario was prepared in June 2020 to reflect the economic fallout stemming
from the Covid-19 pandemic. This scenario envisaged a resurgence of the virus and par-
tial reinstatement of lockdowns leading to economic recession and a delayed recovery.

Stress test ICAAP-scenario - parameters1

Risk types according to the ICAAP process Sweden 2019 2020 2021 2022
) ' GDP-growth. % Q4/Q4 1.0 -38 -2.2 -0.2
Risk type Pillar 1 Pillar 2
Unemployment. % 6.9 14.2 135 109
Contributes to Inflation. % yoy 2.0 -1.0 -1.5 -0.4
Capital is calculated capital Residential real estate price index 100.0 74.6 64.9 63.8
allocated? requirement?
Credit risk Yes Yes Estonia 2019 2020 2021 2022
Concentration risk No Yes GDP-growth. % Q4/Q4 3.8 -4.1 -34 -14
Market risk Yes Yes Unemployment. % 51 17.7 16.3 11.8
Market risk: Interest risk in banking book No Yes Inflation. % yoy 2.9 -1.3 -1.8 -0.3
Operational risk Yes Yes Residential real estate price index 100.0 74.9 63.3 61.1
Insurance risk Yes! Yes?
Risk in post-employment benefits No Yes Latvia 2019 2020 2021 2022
GDP-growth. % Q4/04 29 -4.1 -4.0 -23
No specific capital is allocated Identified and mitigated? Unemployment. % 6.4 17.7 164 106
Reputational risk No Yes? Inflation. % yoy 3.2 -1.4 -1.9 -0.3
Liquidity risk No ILAAP# Residential real estate price index 100.0 744 60.5 57.5
Strategic risk: Decision risk. Business plans.
Projects and acquisitions No Yes® Lithuania 2019 2020 2021 2022
o ) i i GDP-growth. % Q4/Q4 40 -4.0 -40 -1.7
1) Holdlmgs ininsurance Fompanles are risk weighted at 250%. ' Unemployment. % tg 172 16.2 85
2) The insurance companies in Swedbank Group perform an Own Risk and Solvency -
Assessment (ORSA). The aim of this process is to make a qualitative and quantitative Inflation. % yoy 27 -10 -19 01
assessment of risks and the solvency position over a business planning period of Residential real estate price index  100.0 747 612 583
three years. The calculations are performed by projecting the risk metrics under the
base and adverse scenarios. Depending on the outcome of the ORSAs. Swedbank Interest Rates 2019 2020 2021 2022
might choose to set aside capital within its Economic Capital framewaork. 3M government rates SEK. % -0.40 -1.79 -1.79 -1.59
3) Reputational risk is considered as part of the Operational risk in the ICAAP context. 3M government rates EUR. % -0.42 -1.52 -1.52 -1.32
The Scenario Simulation parameters can be adjusted to reflect reputational risk.
4) Liquidity risks are assessed annually in the Internal Liquidity Adeguacy Assessment EX 2019 2020 2021 2022
Process (ILAAP). o USD/SEK 927 1013 1042 1042
5) Strategic and business risks are covered within the scope of the management buffer EUR/SEK 1056 1083 1136 1022

as part of the normal capital planning process. Economic Capital and adverse Scenario
Simulation calculations can be adjusted to reflect a forward-looking perspective.

Stress test ICAAP scenario

1) Figures for 2019 are based on preliminary estimates due to final figures being
published after the submission of the ICAAP report.

Triggers Outcome in Swedbank s home markets

Three primary risk drivers: escalation of trade wars. adaptation to hasty imple-
mentation of climate change combating policies. tensions in Strait of Hormuz.
World trade growth decelerates substantially.

Damaged consumer sentiment. undermined investor confidence.

Rapidly rising unemployment that starts to recede as the economy adapts to
the new environment. Collapse of equity and oil prices.

Significant impact on real estate prices in private housing and property mana-
gement segments. Initial inflation turns into deflation as economy cools.

Central banks act on their mandate and adjust policy rates downwards in
attempt to prevent price downfall.

Swedbank Annual and Sustainability Report 2020

In Sweden. GDP vs starting point falls by a maximum of 4.0 per cent. unemployment increases
to a maximum of 14.8 per cent and house prices fall by a maximum of 36 per cent.

In Estonia. GDP vs starting point falls by a maximum of 5.2 per cent. unemployment increases
to a maximum of 17.7 per cent and house prices fall by a maximum of 39 per cent.

In Latvia. GDP vs starting point falls by a maximum of 5.5 per cent. unemployment increases
to a maximum of 17.7 per cent and house prices fall by a maximum of 42 per cent.

In Lithuania. GDP vs starting point falls by a maximum of 5.8 per cent. unemployment increa-
ses to a maximum of 17.2 per cent and house prices fall by a maximum of 41 per cent.
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Income statement under ICAAP-Scenario!

SEKbn 2019 2020 2021 2022
Net interest income 276 24.2 240 232
Total income 46.7 40.0 39.3 37.8
Total expenses 20.6 24.9 20.5 20.2
Profit before impairments 26.0 15.2 18.7 17.5
Credit impairments 1.8 9.7 138 11.1
Profit before tax 24.2 5.5 4.9 6.4
Tax expense 4.8 1.9 1.0 13
Profit for the year 19.4 3.6 4.0 5.2
Profit for the year attributable to:

Shareholders of Swedbank AB 19.4 3.6 4.0 5.2
Non-controlling interests 0.0 0.0 0.0 0.0

1) The ICAAP calculations are based on the consolidated situation. which in some cases
differs from Swedbank Group.

Swedbank in the scenario

In the simulated scenario that is calibrated to have an approximate likelihood of “once in
twenty-five” years. the net interest income drops by SEK 4.4bn compared to the star-
ting position. The main drivers underlying this development are falling benchmark inte-
rest rates (EURIBOR and STIBOR) and widened wholesale funding spreads. New credit
losses accumulate to SEK 34.1bn or 2.1% of total loans as of Q4 2019. Losses peak in
the second year. but the IFRS 9 accounting methodology entails a significant increase
in losses already in the first year driven mostly by rating migrations within stages and
migration from stage 1 to stage 2. There are high loss ratios in relatively small cyclical
and climate exposed sectors like retail. while loss ratios are contained in the larger pri-
vate mortgage and property management portfolios. The share of climate loss is high
in the offshore sector and certain parts of the manufacturing industry as these are
more directly impacted by government policies and the public sense of climate urgency.
while property management is only indirectly affected through lower income and hig-
her energy costs. These five sectors together account for 75% of the total credit loss.

When running scenario simulations. Swedbank factors in known changes in regula-
tory and accounting practices which will take effect during the simulation period and
that can be analysed with a high degree of certainty. These changes are integrated in
the calculations according to their expected implementation schedule. The adjustments
include. amongst others. IRB (Internal Ratings Based) model revisions and introduction
of the standardised approach to counterparty credit risk.

The nominal amount of CET 1 capital increases slightly through the scenario. buoyed
by accumulating retained earnings. This is despite an actuarial loss in the defined bene-
fit post-employment plans via other comprehensive income in 2020 and 2021. The CET
1 capital ratio drops by 301 basis points at the trough driven by low retained earnings
and peaking Risk Weighted Assets caused in part by the overhaul of the IRB models in
2021. CET 1 ratio of 13.9% is estimated to be below the full capital requirements by 81
basis point implying a 32% utilization of the Capital Conservation Buffer. Note also
that this estimate does not incorporate the post-Covid-19 decrease of the Counter-
cyclical Buffer requirement.

The result observed in another scenario exploring the impact of a highly pessimistic
development of Covid-19 pandemic - CET 1 ratio of 12.9% in the lowest point - does
not give rise to concern considering the unprecedented depth of the modelled crisis.

REA and Capital 2019 2020 2021 2022
REA. SEKbn 649.2 676.5 801.1 793.6
Common Equity Tier 1. SEKbn 1101 1114 111.7 1145
Common Equity Tier 1 ratio. % 17.0 165 139 14.4

NOTES, GROUP

Credit Impairments and Loans per Business

area? Credit Impairments
Loans

SEKbn 2019 2020 2021 2022
Swedish Banking 1198.0 33 57 51
Large Corporates & Institutions 253.0 44 6.0 43
Baltic Banking - Estonia 86.3 08 08 05
Baltic Banking - Latvia 374 05 05 03
Baltic Banking - Lithuania 62.5 0.7 0.7 04
Other 20.5 -1.0 -1.0 -1.0
Total 1657.8 9.7 13.8 10.6

2) The ICAAP calculations are based on the consolidated situation. which in some cases
differs from Swedbank Group.

4.1.4 Internal capital requirement

The scenario-based simulations and stress tests performed under normative perspec-
tive are complemented by a calculation of the capital requirement using internal
methods under the Economic Capital perspective. The models that serve as the basis
for the internal capital assessment measure the economic capital requirement over a
one year horizon with a 99.9 per cent confidence level for each risk type. Diversification
effects between risk types are not taken into consideration in the calculation of econo-
mic capital. As of 31 December 2020. the internally measured internal capital require-
ment for Swedbank's consolidated situation amounted to SEK 37.0bn. The capital that
meets the internal capital requirement. i.e. the Common Equity Tier 1 capital. amoun-
ted to SEK 120.5bn.

4.1.5 External stress tests

In 2020. Swedbank was subject to a regular stress test initiated by the Swedish Finan-
cial Supervisory Authority (SFSA) to determine the size of the capital planning buffer.

The impact of the stress test on the CET 1 capital ratio was less than 250 basis points
(corresponding to the size of the Pillar 1 capital conservation buffer) and thus no capi-
tal planning buffer was prescribed by the SFSA.

The European Banking Authority (EBA) conducts the EU-wide stress test on a bien-
nial basis. and the 2020 EU-wide stress test had been announced and initiated in Janu-
ary 2020. However. due to the outbreak of Covid-19. the EBA decided in March 2020 to
postpone the EU-wide stress test exercise to 2021 allowing banks to focus on and
ensure continuity of their core operations. As of end of January 2021. EBA launched the
2021 EU-wide stress test and its results are expected to be published at the end of July
2021.
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4.2 CAPITAL ADEQUACY ANALYSIS

The capital adequacy regulation is the legislator’s requirement of how much capital.
designated as the own funds. a bank must have in relation to the size of the risks it
faces. The rules strengthen the connection between risk taking and required capital in
the Group’s operations. Swedbank's legal requirement is based on the European Parlia-
ment’s and the Council's regulation (EU) No 575/2013 on prudential requirements for
credit institutions. In the consolidated situation the Group’s insurance companies are
consolidated according to the equity method instead of full consolidation. The Enter-
Card Group is consolidated by proportional method instead of the equity method.
Otherwise. same principles for consolidations are applied as for the Group. The table

Consolidated situation

below contains the information that must be published according to the SFSA's regula-
tion (FFFS 2014:12). chapter 8. Additional periodic information according to the Euro-
pean Parliament’s and the Council's regulation (EU) No 575/2013 on prudential requi-
rements for credit institutions and the Commission’s implementing regulation EU) No
1423/2013 can be found on Swedbank’s website at https.//www.swedbank.com/inve-
stor-relations/risk-and-capital-adequacy/risk-report/index.ntm

Since the 30th of January 2017. Swedbank must also comply with a capital requirement
at the financial conglomerate level in accordance with the Special Supervision of Financial
Conglomerates Act (2006:531). see capital adequacy for the financial conglomerate below.

Risk exposure amount credit risks. standardised approach 48309 45174

Capital adequacy 2020 2013 Risk exposure amount credit risks. IRB 299652 269485
Common Equity Tier 1 capital 120 496 110073 Risk exposure amount default fund contribution 556 584
Additional Tier 1 capital 8352 16153 Risk exposure amount settlement risks 0 0
Tier 1 capital 128848 126 226 Risk exposure amount market risks 17314 16 350
Tier 2 capital 15889 15328 Risk exposure amount credit value adjustment 4398 4730
Total own funds 144737 141554 Risk exposure amount operational risks 73521 68514
Risk exposure amount 689594 649237  aqgitional risk exposure amount. Article 3 CRR? 19800 30635
Common Equity Tier 1. capital ratio. % 17.5 17.0  Additional risk exposure amount. Article 458 CRR? 226044 213765
Tier 1 capital ratio. % 18.7 194  Risk exposure amount 689594 649237
Total capital ratio. % 21.0 218 common Equity Tier 1 capital ratio. % 17.5 17.0

Consolidated situation Tier 1 capital ratio. % 18.7 19.4
Capital adequacy 2020 2019 Total capital ratio. % 21.0 21.8
Shareholders’ equity according to the Consolidated situation
Group's balance sheet 155 168 138608 Capital buffer requirement*. % 2020 2019
Anticipated dividend?® -16 320 -9856
Deconsolidation of insurance companies? 758 CET1 capital requirement including buffer requirements 11.0 120
Value changes in own financial liabilities including of which minimum CET1 requirement 4.5 4.5
derivatives 77 -90 of which capital conservation buffer 2.5 2.5
Cash flow hedges 2 -5 of which countercyclical capital buffer 0.0 2.0
Additional value adjustments! -478 -454 of which systemic risk buffer 3.0 3.0
Goodwill -12705 -13090 of which buffer for other systemically important
Goodwill in significant investments -709 -709 institutions 1.0
Deferred tax assets -78 -108 CET 1 capital available to meet buffer requirement® 12.7 125
Intangible assets after deferred tax liabilities -4116 -3433
Deductions of CET1 capital due to Article 3 CRR*® -158 Consolidated situation

Shares deducted from CET1 capital -33 -3  Leverageratio 2020 2019
Common Equity Tier 1 capital 120496 110073  lier1Capital 128848 126226
Additional Tier 1 capital 8352 16153 Leverage ratio exposure 2526721 2353631
Total Tier 1 capital 128848 126226 Leverage ratio. % 5.1 5.4
Tier 2 capital 15889 15328
Total own funds 144 737 141 554 Financial conglomerate
Minimum capital requirement for credit risks. standardised Capital adequacy for the financial conglomerates 2020 2019
agproach . . — 2l 3614 Gun funds after adjustments and deductions 153168 149939
m!n!mum cap!‘ia: requremenI ]fcor creji r!sts.lefB — 23972 21559 Capital requirement 121343 116 698

inimum capital requirement for credit risk. default fun
contribution 44 47 S.urplu.s — 31825 33241
Minimum capital requirement for settlement risks 0 0 Financial conglomerate solvency ratio. % 126.2 128.5
MIﬂIITILI.ITI capital requirement for market risks L3¢ 1308 3) Additional risk exposure amount and minimum capital requirement following the

Trading book 1373 1292 changed application of the risk weight floor for Swedish mortgages according to

of which VaR and SVaR 1119 1021 decision from the SFSA.

of which risks outside VaR and SVaR 254 271 4) Buffer requirement according to Swedish implementation of CRD V. As of December

FX risk other operations 12 16 2020 buffer requirements also include a buffer for other systemically important
Minimum capital requirement for credit value adjustment 352 378 institutions of 1 per cent.
Minimum capital requirement for operational risks 5882 5481 5) CET1 capital ratio as reported. less minimum requirement of 4.5 per cent (excluding
Additional minimum capital requirement. Article 3 CRR? 1584 2451 E:gfarlrreeﬁ:lir;?ne;i? and less any CET1 items used to meet the Tier 1 and total
Ad.d[tlonal m|n|.mum cap}tal requirement. Article 458 CRR 181084 17101 6) The own funds and capital requirement for the financial conglomerate are calcula-
Minimum capital requirement 55168 51939 ted according to the accounting consolidation method in the Special Supervision of

1) Adjustment due to the implementation of EBA's technical standards on prudent valuation.
The objective of these standards is to determine prudent values of fair value positions.

2) To rectify for underestimation of default frequency in the model for large corporate
exposures. Swedbank has decided to hold more capital until the updated model has
been approved by the Swedish FSA. The amount also includes planned implementa-
tion of EBA's Guideline on new default definition and increased safety margins. Addi-
tional risk exposure amount according to article 3 CRR per 31 December 2019 inclu-
des the mortgage floor effect for reclassification of mortgage offers of SEK 4.2bn.
As of 31 March 2020 these are directly included in additional risk exposure amount
according to article 458 CRR. As of 30 September 2020 Swedbank has updated the
LGD-model which decreases the additional risk exposure amount according to article
3 CRR by SEK 16.3bn
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Financial Conglomerates Act (2006:531).

7) Calculated as the financial conglomerate’s own funds after adjustments and deduc-
tions divided with the capital requirement for the financial conglomerate.

8) As of 31 December 2020 insurance companies are recognized in Swedbank consoli-
dated situation according to the equity method. Hence. there are no longer any dif-
ferences compared to the Swedbank Group's equity due to deconsolidation of the
subsidiaries. Investments in insurance companies are deducted from own funds if
above 10 per cent of CET1 capital.

9) Expected dividend in accordance with the dividend policy of 50 per cent based on
the annual profit for 2019 and 2020.

10) As of 31 December 2020 a deduction has been introduced for non performing

exposures within the Baltic entities.
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Capital requirements? SEKm SEKm Procent Procent
SEKm / Per cent 2020 2019 2020 2019
Capital requirement Pillar 1 99991 100766 145 155
of which Buffer requirements? 44824 48827 6.5 7.5
Total capital requirement Pillar 23 13712 22140 2.0 3.4
Total capital requirement Pillar 1 and 2 113703 122 906 16.5 189
Own funds 144737 141 554

1) Swedbank’s calculation based on the SFSA’s announced capital requirements. including Pillar 2 requirements.
2) Buffer requirements includes systemic risk buffer. capital conservation buffer. countercyclical capital buffer and buffer for other systemically important institutions.

3) Individual Pillar 2 requirement according to decision from SFSA SREP 2020.

2020

Average risk

Minimum capital

Credit risks. IRB Exposure amount weight. % requirement
Central government or central banks exposures 475296 1 539
Institutional exposures 57900 20 919
Corporate exposures 535990 36 15452
Retail exposures 1211927 6 6063
of which mortgage lending 1119419 4 3941
of which other lending 92 508 29 2122
Non credit obligation 16217 77 999
Total credit risks. IRB 2297 330 13 23972
2019
Average risk Minimum capital
Credit risks. IRB Exposure amount weight. % requirement
Central government or central banks exposures 362 380 1 402
Institutional exposures 53466 18 788
Corporate exposures 544080 31 13546
Retail exposures 1184439 7 6173
of which mortgage lending 1070279 5 3928
of which other lending 114160 25 2245
Non credit obligation 12581 65 650
Total credit risks. IRB 2156 946 12 21559
Consolidated situation Consolidated situation
Minimum capital requirements for market risks 2020 2019 Minimum capital requirement for operational risks 2020 2019
Interest rate risk 1374 1293 Standardised approach 5882 5481
of which for specific risk 253 270 of which trading and sales 266 322
of which for general risk 1121 1023 of which retail banking 3471 3134
Equity risk 189 106 of which commercial banking 1234 1164
of which for specific risk 0 1 of which payment and settlement 391 372
of which for general risk 189 105 of which retail brokerage 0 1
Currency risk in trading book 98 131 of which agency services 47 44
Total minimum capital requirement for risks of which asset management 458 418
in trading book* 1373 1292 of which corporate finance 15 26
of which stressed VaR 886 808 Total 5882 5481
Currency risk outside trading book 12 16
Total 1385 1308

1) The parent company’s capital requirement for general interest-rate risk. share price
risk and currency risk in the trading-book as well as Swedbank AS’ (Estonia). Swed-
bank AS’(Latvia) and Swedbank AB's (Lithuania) capital requirement for general
interest-rate risk and currency risk in the trading-book are calculated in accordance

with the VaR model.
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Consolidated situation 2020 Consolidated situation 2019
Minimum capi- Minimum capi-
Exposure Risk exposure tal require- Exposure Risk exposure tal require-
Exposure amount. Risk exposure amount and Minimum capital requirement amount amount ment amount amount ment
Credit risks. STD 107 232 48 309 3865 79511 45174 3614
Central government or central banks exposures 59 64
Regional governments or local authorities exposures 2774 441 35 2583 371 30
Public sector entities exposures 1048 176 14 1399 161 13
Multilateral development banks exposures 3700 2061 3 0
Institutional exposures 55677 1216 97 28091 659 53
Corporate exposures 5021 4941 835) 5357 5095 408
Retail exposures 19985 14 445 1157 19575 14101 1128
Exposures secured by mortgages on immovable property 5586 1955 156 6608 2312 185
Exposures in default 791 810 65 736 749 60
Exposures in the form of covered bonds 322 32 3 564 56 4
Exposures in the form of collective investment undertakings (ClUs) 3 3 0 6 6 0
Equity exposures 9354 22977 1838 9237 19296 1544
Other items 2312 1313 105 3230 2365 189
Credit risks. IRB 2297 330 299 652 23972 2156946 269 485 21559
Central government or central banks exposures 475296 6740 539 362 380 5021 402
Institutional exposures 57900 11484 919 53466 9855 788
Corporate exposures 535930 193156 15452 544080 169 325 13546
of which specialized lending in category 1 4 2 0 50 29 2
of which specialized lending in category 2 217 152 12 284 240 19
of which specialized lending in category 3 25 29 2 141 162 13
of which specialized lending in category 4 90 226 18 116 289 23
of which specialized lending in category 5 18
Retail exposures 1211927 75784 6063 1184439 77 162 6173
of which mortgage lending 1119419 49 260 3941 1070279 49 094 3928
of which other lending 92508 26524 2122 114160 28068 2245
Non-credit obligation 16217 12488 999 12581 8122 650
Credit risks. Default fund contribution 556 44 584 47
Settlement risks 0 0 0 0 0 0
Market risks 17 314 1385 16 350 1308
Trading book 17 160 1373 16 150 1292
of which VaR and SVaR 13988 1119 12763 1021
of which risks outside VaR and SVaR 3172 254 3387 271
FX risk other operations 154 12 200 16
Credit value adjustment 22419 4398 352 19 004 4730 378
Operational risks 73521 5882 68514 5481
of which Standardised approach 73521 5882 68514 5481
Additional risk exposure amount. Article 3 CRR 19800 1584 30635 2451
Additional risk exposure amount. Article 458 CRR 226 044 18 084 213765 17101
Total 2426981 689 594 55168 2255461 649237 51939
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Swedish Baltic Large corporates & Group Functions &

2020 Banking Banking Institutions Other Elimination Total
Income statement
Net interest income 16276 5354 3834 1417 -28 26853
Net commissions 7922 2430 2436 -137 119 12770
Net gains and losses on financial items 351 337 1897 71 -1 2655
Share of the profit or loss of assaciates and joint ventures 642 -32 -28 582
Other income 954 876 148 1098 -260 2816
Total income 26 145 8997 8283 2421 -170 45676

of which internal income 55 B 17 -75
Staff costs 3079 1194 2332 4920 =14 11511
Variable staff costs 48 45 94 175 362
Other expenses 6855 2153 1429 -3174 -156 7107
Depreciation/amortisation 53 171 248 1108 1580
Administrative fine 4000 4000
Total expenses 10035 3563 4103 7 029 -170 24 560
Profit before impairment 16110 5434 4180 -4 608 21116
Impairment of tangible assets 2 2
Credit impairment, net 664 237 3425 8 4334
Profit before tax 15 446 5195 755 -4616 16 780
Tax expense 3007 869 -271 246 3851
Profit for the year 12439 4326 1026 -4 862 12929
Profit for the year attributable to the
shareholders of Swedbank AB 12439 4326 1026 -4 862 12929
Non-controlling interests 0 0
Net commission income
Commission income
Payment processing 719 647 585 61 7 2019
Cards 2168 1543 1969 -6 -423 5251
Service concepts 796 151 293 1240
Asset Management and custody 5943 341 1473 -13 -260 7 484
Life insurance 534 82 2 618
Securities 290 66 324 38 -8 710
Corporate Finance 100 100
Lending 219 167 666 13 -8 1057
Guarantees 32 72 102 1 207
Deposits 16 117 4 137
Real estate brokerage 192 192
Non-life Insurance 68 4 72
Other 208 15 168 -3 1 389
Total commission income 11185 3201 5684 97 -691 19476
Commission expense 3263 771 3248 234 -810 6706
Net Commission Income 7922 2430 2436 -137 119 12770
The operating segment report is based on Swedbank’s accounting policies, organisa- Its services are sold through its own branch network, the Telephone Bank and the
tion and management accounts. Market-based transfer prices are applied between Internet Bank.
operating segments, while all expenses for Group functions and Group staffs are trans- The effects of Swedbank’s ownership interests in the Baltic companies Swedbank AS
fer priced at cost to the operating segments. Cross-border transfer pricing is applied (Estonia), Swedbank AS (Latvia) and Swedbank AS (Lithuania) are also reported in Bal-
according to OECD transfer pricing guidelines.The Group’s equity attributable to share-  tic Banking in the form of financing costs, Group goodwill and Group amortisation on
holders is allocated to each operating segment based on capital adequacy rules and surplus values in deposit portfolios identified at the time of acquisition in 2005. Large

estimated capital requirements based on the Group's internal Capital Adequacy Assess-  Corporates & Institutions is responsible for large corporates, financial institutions and
ment Process (ICAAP). The return on allocated equity for the operating segmentsis cal-  banks as well as for trading and capital market products. Operations are carried out in

culated based on profit for the year for the operating segment (profit before tax less Sweden, Norway, Finland, US and China, and through the trading and capital market
estimated tax and non-controlling interests), in relation to average monthly allocated operation in Estonia, Latvia and Lithuania. The Group Functions operate across the
equity for the operating segment. Swedish Banking, Swedbank’s dominant operating business areas and serve as strategic and administrative support for them. The Group
segment, is responsible for all Swedish customers except for large corporates and Functions are Group Financial Products & Advice, Digital Banking & IT, CFO Office (inclu-
financial institutions. The operating segment’s services are sold through Swedbank’s ding Group Treasury), Group Risk, Group Compliance, Group Credit, Group Communica-
own branch network, the Telephone Bank, the Internet Bank and the distribution tion & Sustainability, Group HR & Infrastructure and Group Legal. The Group Executive
network of the independent savings banks. The operating segment also includes a Committee and Internal Audit are also included in Group Functions.

number of subsidiaries. Baltic Banking operates in Estonia, Latvia and Lithuania.
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Swedish Baltic Large corporates Group Functions
2020 Banking Banking & Institutions & Other Eliminations Total
Balance sheet
Cash and balances with central banks 1017 2777 130889 159971 -843 293811
Loans to credit institutions 7217 352 108670 264199 -332484 47 954
Loans to the public 1211142 181944 262523 25378 1680987
Interest-bearing securities 1223 52030 146 601 -2 688 197 166
Financial assets for which customers bear inv. risk 246352 6059 252411
Investments in associates and joint ventures 5186 67 2034 7 287
Derivatives -34 65440 32741 -45970 52177
Tangible and intangible assets 1932 11580 2285 7985 23782
Other assets 3503 109 964 24612 354 485 -453 497 39067
Total assets 1476315 313 899 646 516 993 394 -835 482 2594642
Amounts owed to credit institutions 27187 263126 179169 -319169 150313
Deposits and borrowings from the public 646 221 283584 225914 2025 -9504 1148240
Debt securities in issue 172 6768 729503 -3629 732814
Financial liabilities for which customers bear inv. risk 247 393 5836 253229
Derivatives 67 154 33195 -45969 54380
Other liabilities 488698 50710 -15492 -457 211 66 705
Senior non-preferred liabililties -94 10453 10359
Subordinated liabilities -3 23437 23434
Total liabilities 1409499 289 592 613575 962 290 -835 482 2439474
Allocated equity 66816 24307 32941 31104 155168
Total liabilities and equity 1476315 313899 646 516 993 394 -835482 2594 642
Key figures
Return on allocated equity, total operations, % 185 175 3,2 -218 89
Cost/income ratio 0,38 0,40 0,50 2,90 0,54
Credit impairment ratio, % 0,06 012 1,16 0,04 0,26
Loans/deposits 187 64 111 46 143
Loans to the public, stage 3, SEKbn 2 2 7 11
Loans to the public, excl. repurchase agreements and Swedish
National Debt Office, total, SEKbn 1211 182 223 1616
Provisions for loans to the public, excl. repurchase agreements and
Swedish National Debt Office, total, SEKbn 2 1 5 8
Deposits, excl. repurchase agreements and Swedish National Debt
Office, SEKbn 646 284 200 1 1131
Risk exposure amount, SEKbn 391 92 168 39 690
Full-time employees 3991 3769 2385 6068 16213
Allocated equity, average, SEKbn 67 25 32 22 146
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Swedish Baltic Large corporates Group Functions

2019 Banking Banking & Institutions & Other Eliminations Total
Income statement
Net interest income 16 254 5232 3769 735 -1 25989
Net commissions 7854 2627 2411 -13 105 12984
Net gains and losses on financial items 433 396 2085 716 -1 3629
Share of the profit or loss of associates and joint ventures 839 -18 1 822
Other income 977 899 129 789 -258 2536
Total income 26 357 9154 8376 2228 -155 45 960

of which internal income 63 15 -78
Staff costs 2950 1104 2196 4430 -1 10679
Variable staff costs 48 57 176 159 440
Other expenses 6001 2075 1447 -2 055 -154 7314
Depreciation/amortisation 237 175 233 906 1551
Total expenses 9236 3411 4052 3440 -155 19984
Profit before impairment 17 121 5743 4324 -1212 25976
Impairment of intangible assets 79 79
Impairment of tangible assets 8 8
Credit impairment 154 3 1312 1469
Profit before tax 16967 5732 2933 -1212 24420
Tax expense 3270 816 682 -57 4711
Profit for the year 13697 4916 2251 -1155 19709
Profit for the year attributable to the
shareholders of Swedbank AB 13685 4916 2251 -1155 19697
Non-controlling interests 12 12
Net commission income
Commission income
Payment processing 723 703 562 135 -33 2090
Cards 2562 1719 2057 -390 5948
Service concepts 862 119 267 1248
Asset Management and custody 5331 374 1263 31 -36 6963
Life insurance 534 44 4 582
Securities 195 51 163 22 -9 422
Corporate Finance 139 1 140
Lending 239 171 559 8 977
Guarantee 34 79 107 1 221
Deposits 24 136 4 164
Real estate brokerage 187 187
Non-life Insurance 64 34 -3 95
Other 199 20 183 34 -1 435
Total commission income 10954 3450 5304 233 -469 19472
Commission expense 3100 823 2893 246 -574 6488
Net Commission Income 7 854 2627 2411 -13 105 12984
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Swedish Baltic Large corporates Group Functions
2019 Banking Banking & Institutions & Other Eliminations Total
Balance sheet
Cash and balances with central banks 769 3279 41796 150310 -868 195 286
Loans to credit institutions 6334 49 81138 175826 -217 895 45452
Loans to the public 1195766 185544 270336 2452 -1802 1652296
Interest-bearing securities 265 1299 44578 150789 -2470 194461
Financial assets for which customers bear inv. risk 219320 5573 224893
Investments in associates and joint ventrues 4509 99 2071 6679
Derivatives -32 53216 29326 -38086 44 424
Tangible and intangible assets 2139 12033 2065 7199 23436
Other assets 3910 66 041 9409 488318 -546 377 21301
Total assets 1432980 273818 502 637 1006 291 -807 498 2408228
Amounts owed to credit institutions 25809 176975 71770 -204 868 69 686
Deposits and borrowings from the public 571 465 241133 149125 2424 -10134 954013
Debt securities in issue 1305 10033 848 306 -3890 855754
Financial liabilities for which customers bear inv. risk 219887 5905 225792
Derivatives 55168 23822 -38013 40977
Other liabilities 551188 83075 -3511 -550093 80659
Senior non-preferred liabililties 500 10805 -500 10805
Subordinated liabilities 31934 31934
Total liabilities 1368349 248 343 474876 985 550 -807 498 2269620
Allocated equity 64631 25475 27761 20741 0 138608
Total liabilities and equity 1432980 273818 502 637 1006 291 -807 498 2408228
Key figures
Return on allocated equity, total operations, % 212 196 83 -6,7 14,7
Cost/income ratio 0,35 0,37 048 1,54 043
Credit impairment ratio, % 0,01 0,00 047 0,00 0,09
Loans/deposits 209 77 159 233 168
Loans to the public, excl. repurchase agreements and Swedish
National Debt Office, stage 3, SEKbn 3,0 2,0 9,0 00 14,0
Loans to the public, excl. repurchase agreements and Swedish
National Debt Office, total, SEKbn 1196 186 223 1 1606
Provisions for loans to the public, excl. repurchase agreements and
Swedish National Debt Office, total, SEKbn 1 1 5 0 7
Deposits, excl. repurchase agreements and Swedish National
Debt Office, SEKbn 571 241 142 0 954
Risk exposure amount, SEKbn 391 94 144 20 649
Full-time employees 3644 3689 2273 5612 15218
Allocated equity, average, SEKbn 64 25 27 17 134
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Savings & Trading & Capital
2020 Financing Investments Payments & Cards markets Other Total
Net interest income 21738 1903 2466 -118 864 26853
Net commissions 1101 5913 4716 539 501 12770
Net gains and losses on financial items 39 -4 17 2106 497 2655
Share of the profit or loss of assaciates and joint ventures 283 299 582
Other income 32 1605 25 32 1122 2816
Total income 22910 9417 7 507 2559 3283 45676

Savings & Trading & Capital
2019 Financing Investments Payments & Cards markets Other Total
Net interest income 22660 1223 2009 -139 236 25989
Net commissions 1098 5480 5095 402 909 12984
Net gains and losses on financial items 70 56 33 2312 1158 3629
Share of the profit or loss of associates and joint ventures 543 279 822
Other income 96 1519 260 42 619 2536
Total income 23924 8278 7 940 2617 3201 45 960

In the product area report income has been distributed among five principal product areas. The Group does not have a single customer which accounts for more than 10 per cent

of its total income.

Financing

private residential lending
consumer financing

corporate lending

leasing

other financing products

trade finance

factoring

Savings & Investments

savings accounts

mutual funds and insurance savings
pension savings

institutional asset management
other savings and investment products
Payments & Cards

current accounts (incl. cash management)
cash handling

domestic payments

international payments

mobile payments

document payments

debit cards

credit cards (incl. EnterCard)

card acquiring

other payment products

Trading & Capital Market Products
equity trading

structured products
corporate finance

custody services

fixed income trading
currency trading

other capital market products
Other

administrative services
treasury operations

real estate brokerage

real estate management
legal services

safe deposit boxes

other

Other also includes income from all countries apart from
Sweden, Baltics and Norway
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The geographical distribution is based on where the business is primarily carried out and is not comparable to the operating segment reporting. In the geographical distribution,
intangible assets, mainly goodwill related to acquisitions, have been allocated to the country where the operations were acquired. The column Other includes operations in Fin-
land, Denmark, Luxembourg and China. A more detailed country distribution is provided on Swedbank’s website.

2020 Sweden Estonia Latvia Lithuania Norway USA Other Elimination Total
Income statement
Net interest income 20874 2242 1032 1370 852 58 405 20 26853
Net commissions 9485 848 771 1016 378 51 251 -30 12770
Net gains and losses on financial items 2238 94 111 162 12 -1 39 2655
Share of the profit or loss of associates and joint
ventures 409 113 60 582
Other income 2426 1054 108 293 179 1 52 -1297 2816
Total income 35432 4238 2022 2841 1534 109 807 -1307 45676
Staff costs 8441 1119 601 825 347 41 137 11511
Variable staff costs 268 36 21 24 9 3 1 362
Other expenses 6472 500 509 467 310 3 153 -1307 7107
Depreciation/amortisation 1214 118 55 81 86 4 22 1580
Administrative fine 3173 810 17 4000
Total expenses 16 395 4946 1996 1414 753 51 312 -1307 24 560
Profit before impairment 19037 -708 26 1427 781 58 495 21116
Impairment of intangible assets -7 7 0
Impairment of tangible fixed assets 2 2
Credit impairment, net 1287 135 53 50 2810 -15 14 4334
Profit before tax 17743 -843 -27 1375 -2022 73 481 16 780
Tax expense 3949 318 146 224 -640 -203 57 3851
of which current tax 3851 335 6 193 -545 16 88 3944
of which paid tax 3204 296 38 252 -10 8 33 3820
Profit for the year 13794 -1161 -173 1151 -1382 276 424 12929
Profit for the year attributable to the
shareholders of Swedbank AB 13794 -1161 -173 1151 -1382 276 424 12929
Non-controlling interests 0 0

Net commission income
Commission income

Payment processing 1333 219 222 246 4 9 -14 2019
Cards 3065 520 484 540 177 522 -57 5251
Service concepts 938 18 133 99 53 -1 1240
Asset Management and custody 7108 205 113 113 -55 7 484
Life Insurance 537 82 6 8 -15 618
Securities 496 27 9 21 67 1 89 710
Corporate Finance 54 1 18 27 100
Lending 668 49 47 70 115 49 73 -14 1057
Guarantees 113 43 14 16 37 4 -20 207
Deposits 20 5 46 66 137
Real estate brokerage 187 5 192
Non-life Insurance 71 19 15 -33 72
Other commission income 275 9 11 10 68 9 9 -2 389
Total commission income 14 865 1177 972 1256 594 59 764 -211 19476
Commission expense 5380 329 201 240 216 8 513 -181 6 706
Net Commission Income 9485 848 771 1016 378 51 251 -30 12770
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2020 Sweden Estonia Latvia Lithuania Norway USA Other Eliminations Total
Balance sheet

Cash and balances with central banks 128788 32272 29759 64 658 926 19466 17942 293811
Loans to credit institutions 211487 2328 1304 11659 19005 17621 4215 -219665 47 954
Loans to the public 1424927 85678 35985 60 664 52 266 1752 20883 -1168 1680987
Interest-bearing securities 181437 22080 9576 2577 6319 1065 1519 -27 407 197 166
Financial assets for which customers bear the

investment risk 246 352 6059 252411
Investments in associates and joint ventures 6262 13 777 235 7 287
Derivatives 39404 116 40 152 17 357 14 -4906 52177
Tangible assets and intangible assets 11418 4667 2607 4606 395 89 23782
Other assets 32738 1074 323 473 4716 727 261 -1245 39067
Total assets 2282813 154287 79594 144789 101760 40631 45159 -254391 2594642
Amounts owed to credit institutions 170931 16881 7735 69 61590 21846 36803 -165542 150313
Deposits and borrowings from the public 847 746 106 585 58791 123230 7013 147 5112 -384 1148240
Debt securities in issue 742 653 3 17563 -27 405 732814
Financial liabilities for which customers bear inv. risk 246 893 6336 253229
Derivatives 39299 120 48 153 18506 25 -3771 54380
Other liabilities 82929 14284 6096 6270 6803 109 458 -50244 66 705
Senior non-preferred liabililties 10359 10359
Subordinated liabilities 23434 805 6240 -7 045 23434
Total liabilities 2164244 144209 73475 135962 93912 39 665 42398 -254391 2439474
Allocated equity 118569 10078 6119 8827 7849 966 2760 155168
Total liabilities and equity 2282813 154287 79594 144789 101760 40631 45159 -254391 2594642
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2019 Sweden Estonia Latvia Lithuania Norway USA Other naEtlimls Total
Income statement
Net interest income 19539 2304 1142 1460 1052 71 393 28 25989
Net commissions 9429 947 818 1052 401 71 261 5 12984
Net gains and losses on financial items 3028 126 129 125 190 31 3629
Share of the profit or loss of associates and joint ventures 601 166 55 822
Other income 1828 1120 130 357 299 1 59 -1258 2536
Total income 34 425 4497 2219 2994 2108 143 799 -1225 45 960
Staff costs 7736 1038 535 745 372 45 208 10679
Variable staff costs 290 47 29 34 33 1 6 440
Other expenses 6457 544 557 527 315 -18 157 -1225 7314
Depreciation/amortisation 1228 112 56 77 52 4 22 1551
Total expenses 15711 1741 1177 1383 772 32 393 -1225 19 984
Profit before impairment 18714 2756 1042 1611 1335 111 407 25976
Impairment of intangible assets 79 79
Impairment of tangible fixed assets 5 3 8
Credit impairment 172 20 -4 -13 1059 58 177 1469
Profit before tax 18 463 2736 1041 1621 278 53 228 24 420
Tax expense 3712 411 211 250 65 11 51 4711
of which current tax

of which paid tax
Profit for the year 14751 2325 830 1371 211 42 179 19709
Profit for the year attributable to the
shareholders of Swedbank AB 14739 2325 830 1371 211 42 179 19697
Non-controlling interests 12 12
Net commission income
Commission income
Payment processing 1347 245 238 258 5 10 -13 2090
Cards 3519 615 527 577 229 481 5948
Service concepts 978 119 118 53 -20 1248
Asset Management and custody 6535 234 106 117 15 -44 6963
Life Insurance 537 78 7 8 -48 582
Securities 285 16 6 8 40 1 66 422
Corporate Finance 70 6 11 53 140
Lending 535 50 51 70 116 70 84 1 977
Guarantees 125 42 17 20 39 5 -27 221
Deposits 28 9 48 79 164
Real estate brokerage 176 11 187
Non-life Insurance 62 18 15 95
Other commission income 318 7 14 12 66 9 18 -9 435
Total commission income 14515 1302 1032 1294 666 80 743 -160 19472
Commission expense 5 086 355 214 242 265 9 482 -165 6 488
Net Commission Income 9429 947 818 1052 401 71 261 5 12 984

Elimina-

2019 Sweden Estonia Latvia Lithuania Norway USA Other tions Total
Balance sheet
Cash and balances with central banks 30805 23827 20798 42 996 1007 189508 56 945 195 286
Loans to credit institutions 40997 2035 686 1158 4108 39856 -370 -43018 45452
Loans to the public 1395 044 86 357 37274 62 562 50 707 1722 19665 -1035 1652296
Interest-bearing securities 179208 2909 839 1815 6044 1118 2528 194 461
Financial assets for which customers bear the invest-
ment risk 219320 5573 224893
Investments in associates and joint ventures 5490 14 947 228 6679
Derivatives 37252 97 67 150 9620 15 -2777 44 424
Tangible assets and intangible assets 10583 4860 2727 4750 452 3 61 23436
Other assets 56870 1305 661 481 4565 32 480 -43093 21301
Total assets 1975569 126977 63052 113912 77 449 61639 79553 -89923 2408228
Amounts owed to credit institutions 60 488 206 91 82 53572 20470 74885 -140108 69 686
Deposits and borrowings from the public 700159 94 964 50932 99 324 5647 392 3123 -528 954013
Debt securities in issue 815439 7 40308 855 754
Financial liabilities for which customers bear inv. risk 219887 5905 225792
Derivatives 33330 124 76 131 9547 21 -2852 40977
Other liabilities 15211 5788 5318 3399 -625 -1997 53565 80659
Senior non-preferred liabililties 10805 10805
Subordinated liabilities 31934 31934
Total liabilities 1872642 116417 56887 104855 72 166 60 545 76031 -89923 2269620
Allocated equity 102927 10560 6165 9057 5283 10394 3522 138608
Total liabilities and equity 1975569 126977 63052 113912 77 449 61639 79553 -89923 2408228
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2020 2019
Interest Average Interest Average
income/ Average annual inte- income/ Average annual inte-
expense balance restrate, % expense balance rest rate, %
Assets
Cash and balances with central banks -547 332928 -0,16 439 253617 0,17
Treasury bills and other bills eligible for refinancing with central banks, etc. 76 143126 0,05 172 144829 012
Loans to credit institutions 314 57 207 0,55 539 50525 1,07
Loans to the public 32645 16839245 193 32947 1668584 197
Interest-bearing securities 378 84792 045 118 66 347 0,18
Total interest-bearing instruments 32866 2307298 1,42 34215 2183902 1,57
Derivatives® 637 56693 1473 49 960
Other assets 190 306870 216 271084
Total 33693 2670861 1,26 35904 2504946 1,43
Deduction of trading-related interests reported in Net gains and losses on financial items -98 534
Interest income 33791 35370
Liabilities
Amounts owed to credit institutions 204 156827 013 1005 103576 0437
Deposits and borrowings from the public 847 1108462 0,08 1663 988 620 017
of which deposit guarantee fees 566 457
Debt securities in issue 7282 851691 0,86 11464 905652 127
Senior non-preferred liabilities 102 10811 034 15 1450 1,03
Subordinated liabilities 821 26 800 3,06 993 30627 3,24
Total Interest-bearing instruments 9256 2154591 0,43 15140 2029925 0,75
Derivatives® -3450 48237 -6945 35514
Other liabilities 962 321987 1246 305571
of which resolution fund fee 863 1117
of which lease liabilities 44 3698 119 42 3810 110
Total 6768 2524815 0,27 9441 2371010 0,40
Deduction of trading-related interests reported in Net gains and losses on financial items -170 60
Interest expense 6938 9381
Net interest income 26853 25989
Net investment margin before trading-related interests are deducted 1,01 1,06
Interest income on Stage 3 loans 224 291
Interest expense on financial liabilities at amortised cost 9237 15672
Negative yield on financial assets 1554 2031
Negative yield on financial liabilities 497 592

1) The derivatives line includes net interest income related to hedged assets and liabilities. These may have both a positive and negative impact on interest income and
interest expense.
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Commission income Commission expense Net commission income

2020 Over time Point in time Total

Payment processing 457 1562 2019 -1128 891
Cards 364 4887 5251 -2719 2532
Service concepts 1152 88 1240 -156 1084
Asset management and custody 7132 352 7 484 -1763 5721
Life insurance 609 9 618 -280 338
Securities 54 656 710 -328 382
Corporate finance 8 92 100 100
Lending 750 307 1057 -119 938
Guarantee 167 40 207 -0 207
Deposits 114 23 137 137
Real estate brokerage 192 192 192
Non-life insurance 72 0 72 -1 71
Other 276 113 389 -212 177
Total 11155 8321 19476 -6 706 12770

Commission income Commission expense Net commission income

2019 Over time Point in time Total

Payment processing 513 1577 2090 -1167 923
Cards 447 5501 5948 -2654 3294
Service concepts 1174 74 1248 -172 1076
Asset management and custody 6 846 117 6963 -1629 5334
Life insurance 580 2 582 -220 362
Securities 27 395 422 -304 118
Corporate finance 81 59 140 140
Lending 707 270 977 -79 898
Guarantee 183 38 221 221
Deposits 127 37 164 164
Real estate brokerage 187 187 187
Non-life insurance 95 0 95 -35 60
Other 348 87 435 -228 207
Total 11128 8344 19472 -6 488 12 984
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2020 2019 2020 2019
Fair value through profit or loss Insurance premiums
Trading Life insurance 1746 1624
Shares and share related derivatives 166 314 Non-life insurance 1133 1111
of which dividend 24 115 Total 2879 2735
Interest-bearing instruments and interest related
derivatives 749 878 Insurance provisions
Other financial instruments -15 -10 Life insurance -707 613
Total 900 1182 Non-life insurance -654 -657
Total -1361 -1270
Other business models
Shares 203 690 Netinsurance
of which dividend 23 37 Life insurance 1038 1011
Interest-bearing instruments 179 -215 Non-life insurance 480 454
Total 382 475  Total 1518 1465
Financial liabilities designated at fair value through
Total fair value through profit or loss 1318 1742
2020 2019
Hedge accounting Profit from sale of subsidiaries and associates 3 66
Ineffective part in fair value hedges 3 11 Income from real estate operations 11 13
of which hedging instruments 3314 3368 Profit from sale of condominiums 8
of which hedged item -3311  -3357  Soldinventories L 25
of which revenues 160 248
Ineffective part in fair value portfolio hedges -27 43 of which carrying amount -159 -ee3
of which hedging instruments -1531 540 IT services 585 410
of which hedged item 1504 _497 Other operating income 698 549
Total 1298 1071
Ineffective part in cash flow hedges 2 U During 2020 the shares in the associated company Svensk Maklarstatistik AB were
sold giving a capital gain of SEK 3m.
Total hedge accounting -26 61 During 2019 the shares in the subsidiary Olands Bank AB and the shares in the
associated company BABS Paylink AB were sold giving a capital gain of
. SEK 40m and 25m.
Amortised cost
Derecognition gain or loss for financial assets 214 212
Derecognition gain or loss for financial liabilities -112 -153
Total amortised cost 102 59
Trading related interest
Interest income -98 534
Interest expense 170 -60
Total trading related interest 72 474
Change in exchange rates 1189 1293
Total 2655 3629
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1 COMPENSATION WITHIN SWEDBANK
The majority of employees at Swedbank have fixed and variable compensation compo-
nents, which together with pension and other benefits represent their total compensa-
tion. Total compensation is market based and designed to achieve a sound balance
between the fixed and variable components.

Information on compensation according to the SFSA's regulations and general gui-
delines on compensation policies (FFFS 2011:1) is published on Swedbank’s website.

Total staff costs 2020 2019
Salaries and Board fees 7524 6976
Compensation through shares in Swedbank AB 178 273
Social insurance charges 2117 1984
Pension costs! 1579 1303
Training costs 82 130
Other staff costs 393 453
Total 11873 11119

of which variable staff costs 362 440

of which personnel redundancy costs 61 144

1) The Group’s pension cost for the year is specified in note G39.

2 VARIABLE COMPENSATION

Swedbank currently has four share-based variable compensation programmes:

Programme 2017, Programme 2018, Programme 2019 and Programme 2020.
In 2020 shares associated with Programme 2016 were transferred.

2.1 Programme 2020
Programme 2020 consists of three parts: a general programme (Eken), an individual
programme (IP) and an individual programme for employees in asset management
(IPAM). Eken covers the majority of employees in the Group and consists of share-based
compensation that is deferred for 3 years (5 years for the Group Executive Committee).
IP covers approximately 460 participants. For IP participants who have been identified
as material risk takers, half of the variable pay within IP will be share-based, and the
other half cash-based. At least 40 per cent of the variable pay is deferred for 3 years,
followed by an additional one year retention period for the share-based part. For other
IP participants variable pay is cash-based. IPAM covers around 60 participants and
consists of half fund unit-based compensation and half cash compensation. At least 40
per cent of the variable compensation is deferred for 3-5 years.

Further information on Programme 2020 as well as Programmes 2017-2019 can be
found in Swedbank's Factbook, which is published on the group website in the detailed
agenda items that serve as a basis for resolutions by the Annual General Meeting.

2.2 Reporting of share-based compensation
Share-based compensation is allotted in the form of so-called performance rights
(future shares in Swedbank) and accrued over the duration of each programme.

Transfer of shares requires continued employment at the time of transfer (Eken)
or during a defined part of the deferral period (IP).

The duration of each programme comprises of i) the initial performance year, fol-
lowed by ii) allotments and a deferral period of at least three years (at least five years
for eligible GEC members) followed by iii) the transfer of shares to the participants that
ends the deferral period.

During the initial performance year the compensation is expressed and measured in
the form of a monetary value corresponding to the performance amount. Thereafter,
the compensation is expressed in terms of the number of performance rights until the
delivery date.

Performance rights for each programme are valued in the accounts based on the
Swedbank share price on the valuation date i.e. the date when the company and the
counterpart agree to the contractual terms and conditions in each programme.

Each performance right entitles its holder to one share in Swedbank plus, for the
majority of the participants, compensation for any dividends distributed that the per-
formance right did not qualify for during the programme’s duration.

The reported cost of each programme can change during the period until the delivery
date if the performance amount changes or because the performance rights are forfei-
ted. The reported cost, excluding social insurance charges, does not change when the
market value of the performance rights changes. Social insurance charges are calcula-
ted and recognised continuously based on market value and ultimately determined at
the time of delivery.
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Variable Compensation Programmes 2020 2019
Programme 2015

Recognised expense for compensation that is settled with

shares in Swedbank AB 10
Recognised expense for social insurance charges related

to the share settled compensation 2
Programme 2016

Recognised expense for compensation that is settled with

shares in Swedbank AB 11 54
Recognised expense for social insurance charges related

to the share settled compensation 5 -2
Recognised expense for cash settled compensation 1 0
Recognised expense for payroll overhead costs related to

the cash settled compensation 1 0
Programme 2017

Recognised expense for compensation that is settled with

shares in Swedbank AB 47 49
Recognised expense for social insurance charges related

to the share settled compensation 10 2
Recognised expense for cash settled compensation 4 6
Recognised expense for fund compensation 3 1
Recognised expense for payroll overhead costs related to

the cash settled compensation and fund shares 2 1
Programme 2018

Recognised expense for compensation that is settled with

shares in Swedbank AB 49 65
Recognised expense for social insurance charges related

to the share settled compensation 5 3
Recognised expense for cash settled compensation 9 28
Recognised expense for fund compensation 1 2
Recognised expense for payroll overhead costs related to

the cash settled compensation and fund shares 3 10
Programme 2019

Recognised expense for compensation that is settled with

shares in Swedbank AB 31 96
Recognised expense for social insurance charges related

to the share settled compensation 5 19
Recognised expense for cash settled compensation 21 56
Recognised expense for fund compensation 4 7
Recognised expense for payroll overhead costs related to

the cash settled compensation and fund shares 9 31
Programme 2020

Recognised expense for compensation that is settled with

shares in Swedbank AB 40

Recognised expense for social insurance charges related

to the share settled compensation 11

Recognised expense for cash settled compensation 36

Recognised expense for fund compensation 4

Recognised expense for payroll overhead costs related to

the cash settled compensation and fund shares 11

Total recognised expense 323 440
Number of performance rights that establish the recognised

share-based expense, millions 2020 2019
Outstanding at the beginning of the period 6.7 5.9
Allotted 09 2.1
Forfeited 04 03
Exercised 2 1
Outstanding at the end of the period 5.2 6.7
Exercisable at the end of the period 0 0
Weighted average fair value per performance right at

measurement date, SEK 150 179
Weighted average remaining contractual life, months 16 19
Weighted average exercise price per performance right, SEK 0 0
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3 CEO COMPENSATION
Jens Henriksson assumed the role as CEO on 1 October 2019. Jens Henriksson's
employment terms do not contain any variable compensation. The fixed salary
is SEK 13 000 thousand.

The ordinary retirement age is 65 and Jens Henriksson has a premium to pension
insurance of 4,5 per cent on salary up to 7,5 income base amount and 30 per cent on
salary over 7,5 income base amount up to the fixed annual salary. The pensionable
salary is capped at SEK 15 000 thousand by decision from the Board of Directors. If the
employment is terminated by Swedbank, Jens Henriksson receives 75 per cent of his
salary during a 12-month term of notice and in addition a severance pay, equivalent to
75 per cent of his salary during 12 months. A deduction against salary and severance
pay is made for income earned from new employment. If Jens Henriksson resigns, the
term of notice is six months and no severance pay is paid.

SEK Thousands 2020 2019
Jens Henriksson

Fixed compensation, salary 13000 3250
Other compensation/benefits 226 52
Total 13226 3302
Pension cost, excluding payroll tax 3299 944

Anders Karlsson was acting CEO from the 28 March until the 30 September 2019.

SEK Thousands 2020 2019
Anders Karlsson

Fixed compensation, salary 6764
Other compensation/benefits 113
Total 6877
Pensionskostnad, exklusive I6neskatt 1398

Birgitte Bonnesen was CEQ until the 28 March 2019. As previoiusly reported Birgitte
Bonnesen’s employment was terminated by Swedbank, Due to this Birgitte Bonnesen
received 75 per cent of her salary during a 12-month term of notice where she was
exempted from work. Subsequently Birgitte Bonnesen was to receive severance pay
equivalent to 75 per cent of her salary during a period of 12 months. Board of Directors
decided to unilaterally terminate the agreement on severance pay, therefore no pay-
ments of severance pay were made.

SEK Thousands 2020 2019
Birgitte Bonnesen

Fixed compensation, salary 3735
Other compensation/benefits 405
Termination benefits 26601
Total 30741
Pension cost, excluding payroll tax 1307

4 COMPENSATION TO OTHER SENIOR EXECUTIVES

4.1 General on other senior executives

Members of the Group Executive Committee, excluding the CEO, are defined in this
context as other senior executives. Compensation to other senior executives includes
compensation paid by all Group companies during the year, Swedish as well as foreign,
and refers to compensation paid during the period which these individuals were active
as senior executives. Senior executives are eligible for Eken except for the CEO and three
other senior executives.

A total of 13 individuals were members of the Group Executive Committee at the end
of the year: Mikael Bjorknert, Lars-Erik Danielsson, Anders Ekedahl, Stefan Frisk, Ingrid
Harbo, Anders Karlsson, Ola Laurin, Jon Lidefelt, Erik Ljungberg, Lotta Lovén, Rolf Marqu-
ardt, Carina Strand and Kerstin Winlof. 10 individuals have been active as other senior
executives throughout the entire year. 6 individuals were active as senior executives
during part of the year: Gunilla Domeij Hallros, Johan Eriksson, Eva de Falck, Stefan Frisk,
Erik Ljungberg and Rolf Marquardt.

NOTES, GROUP

Other key management 2020 2019
Fixed compensation, salary 58 61
Variable compensation, cash 0 0
Variable compensation, share-based 1

Other compensation/benefitst 2 4
Compensation at terminated contract2 6 35
Total 67 101
Pension cost, excluding payroll tax 21 17
Number of performance rights share-based compensation

used for the annual cost 4537 7870
Total number of allotted performance rights share-based

compensation 25629 60 348
No. of persons as of 31 December 13 14

1) Includes holiday pay, employee loan interest benefit, share benefit, lunch subsidy,
health insurance benefit, telephone and fund discount

2) Includes salary during term of notice, severance, pension costs and any benefits

4.2 Variable compensation to other senior executives

Senior executives are eligible for Eken, except for the CEO and three other senior exe-
cutives. The overall target level for all ongoing Eken programs 2017-2020 has been
ROE 15%, with an allotment of in average 0.5 monthly salary.

The actual allotments for ongoing programs have in average been the following: Eken
2020 in average 0.1 monthly salary with a result for the group at 8.9% in ROE, 11.4%
excl. administrative fine. Eken 2017 0.5 monthly salary with 15.1% ROE, Eken 2018 0.6
monthly salary with 16.1% ROE, and Eken 2019 0.4 monthly salary with 14.7% ROE.

Senior executives eligible for Eken have received the following average allotments for
the respective year: Eken 2017 0.5 monthly salary, Eken 2018 0.6 monthly salary, Eken
2019 0 monthly salary (no allotments were made for senior executives for performance
year 2019) and for Eken 2020 0.1 monthly salary. It can be noted that employees in the
Baltic countries have allotment levels adapted to the conditions of the local market, cor-
responding to up to twice of the level of other countries.

4.3 Pension and other contractual terms to other senior executives

4.3.1 Pension

Swedbank applies the BTP collective pension for employees in Sweden. The BTP plan is
in addition to the State pension for Swedish employees and consists of BTP1, a defined
contribution pension plan, and BTP2, primarily a defined benefit pension plan. BTP1
applies to all employees hired from 1 February 2013.

In a defined contribution pension plan the employer pays a pension premium equiva-
lent to a percentage of the employee’s salary. In a defined benefit pension plan the
employer guarantees a future pension, often expressed as a percentage of salary. The
pensionable salary is capped at 30 income base amounts (the income base amount for
2020 was SEK 66 800).

Nine senior executives are eligible for BTP2 and four senior executives are eligible
for BTP1. In addition, an individual defined contribution pension is paid on fixed salaries
exceeding 30 income base amounts for twelve senior executives.

The maximum pensionable salary for the defined contribution portion for all senior
executives is determined by the Board of Directors.

4.3.2 Other contractual terms

Term of notice, Severance pay,

termination by termination by Resignation

Swedbank Swedbank by employee

4 persons 12 months 12 months 6 months
8 persons 12 months 6 months 6 months
1 person 6 months 3 months

Conditions within the framework of the contractual terms:

« In case of termination, salary and benefits are paid during the term of notice.

« In case of termination by Swedbank, severance pay is paid for all but one.

« If new work is found, a deduction is made for salary income during the term of notice
and during the period when severance pay is paid, if applicable.
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5 COMPENSATION TO THE BOARD OF DIRECTORS
5.1 General

Compensation to the members of the Board of Directors, as indicated below, is determined by the Annual General Meeting and refers to annual fees from the Annual General
Meeting 2020 to the Annual General Meeting 2021. Board compensation consists of fixed compensation for board work as well as fixed compensation for any committee work.
The four committees are the Audit Committee, the Risk and Capital Committee, the Remuneration Committee and the Governance Committee. The Group does not have any pen-
sion entitlements for Board members. Compensation payments have been adjusted to the time working in the Board for members leaving their assignments and members with

changed assignments during the year, as shown below.

2020 2019

Compensation to the Board of Directors, corresponds to the annual fees up to the AGM. Committee Committee

SEK thousands Board fees work Total Board fees work Total
G6ran Persson, Chair 2630 595 3225 2630 355 2985
Bo Bengtsson, Director 605 480 1085

Géran Bengtsson, Director 605 490 1095

Hans Eckerstrom, Director 605 105 710

Bodil Eriksson, Director 605 105 710
Ulrika Francke, Chair 190405-190619 537 121 658
Ulrika Francke, Deputy chair until 190404 22 15 37
Mats Granryd, Director 605 240 845
Kerstin Hermansson, Director 605 635 1240 605 240 845
Lars Idermark, Chair until 190404 66 9 75
Bo Johansson, Director 605 250 855
Bengt Erik Lindgren, Director 605 250 855

Josefin Lindstrand, Director 605 645 1250 605 490 1085
Bo Magnusson, Deputy chair 885 1015 1900 885 750 1635
Anna Mossberg, Director 605 345 950 504 272 776
Anna Mossberg, Deputy chair 190424-190618 148 18 166
Peter Norman, director until 190619 141 114 255
Biljana Persson, Director 605 105 710

Siv Svensson, Director until 190619 141 151 292
Magnus Uggla, Director 605 430 1035
Total 8 355 4665 13020 8704 3560 12 264

5.2 Compensation to the Chair
The Chair receives fixed compensation for board work as well as fixed compensation for
committee work i.e. no variable compensation, pension or other benefits.

Within framework of Board fees set by the Board 2020 2019
Géran Persson 3125 1589
Lars Idermark 769
Total 3125 2358

6 SUMMARY - COMPENSATION TO THE BOARD OF DIRECTORS, CEO AND
OTHERS IN THE GROUP EXECUTIVE COMMITTEE

Below shows the costs for the Board of Directors, CEO and others in the Group Execu-
tive Committee. The costs exclude social charges and payroll taxes.

2020 2019
Short-term employee benefits 86 91
Post employment benefits, pension costs 24 19
Termination benefits 6 61
Share-based payments 1 1
Total 117 172
Granted loans 61 60
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7 SUMMARY - PENSIONS AND LOANS TO BOARDS OF DIRECTORS AND
EQUIVALENT SENIOR EXECUTIVES IN THE ENTIRE GROUP

Pension costs reported below refer to current Directors, CEQs, Vice Presidents and
equivalent senior executives in the Group. The costs exclude social charges and payroll
taxes.

2020 2019
Cost for the year related to pensions and similar benefits 45 41
No. of persons 48 54
Granted loans 243 285
No. of persons 92 110

Pension obligations for former CEOs and Vice Presidents have been funded through
insurance and pension foundations. The latter’s obligations amounted to SEK 264m
(313). The Group has not pledged any assets or other collateral or committed

to contingent liabilities on behalf of anyone in the above-mentioned group of senior
executives.
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8 SUMMARY - COMPENSATION TO BOARDS OF DIRECTORS AND EQUIVALENT SENIOR EXECUTIVES IN THE ENTIRE GROUP
Below shows the salaries and other compensation for Boards of Directors, CEOs, Vice Presidents and equivalent senior executives in the Group. This group includes current employees.
Fees to CEOs and other senior executives for internal board duties are deducted against their salaries, unless otherwise agreed. The costs exclude social charges and payroll taxes.

2020 2019
Boards of Directors, CEOs, Boards of Directors, CEOs,
Vice Presidents and Other All Vice Presidents and Other All
equivalent senior executives employees employees equivalent senior executives employees employees
Variable  Salaries and Variable Salaries and
Number of Salariesand compensa- variable com- Number of Salariesand compensa- variable com-
Country persons  Board fees tion pensation Total persons  Board fees tion pensation Total
Sweden 43 103 2 5088 5193 52 109 3 4717 4829
Estonia 22 20 1 824 845 20 18 1 767 786
Latvia 14 11 1 467 479 14 13 2 425 440
Lithuania 17 16 775 791 17 19 3 708 730
Norway 4 1 250 251 1 3 289 292
USA 34 34 1 6 31 37
Other countries 109 109 3 4 131 135
Total 100 151 4 7547 7702 108 172 9 7 068 7 249
9 KEY RATIOS
2020 2019
Average number of employees based on 1 585 hours per Parental leave women/men, %
employee 2020 2019 Sweden 71.4/286  72.2/27.8
Sweden 9505 8595 Estonia 97.4/2.6 96.5/3.5
Estonia 2809 2746 Latvia 99.2/08 938.3/0.7
Latvia 2048 1916 Lithuania 96.7/3.3 96.9/3.1
Lithuania 2812 2681
Norway 338 336 2020 2019
UsA - 1% 16 Gender distribution by country, % Female Male Female Male
Other countries 103 144 Sweden T 45 56 44
Total 17623 16433 oy, 73 27 73 27
Number of hours worked (thousands) 27 940 26 047 Latvia 76 >4 77 23
Number of Groupemplqyees at year-end excluding long- Lithuania 70 30 70 30
term absentees in relation to hours worked expressed as
full-time positions 16213 15218  Norway 22 2 27 73
USA 23 77 18 82
Employee turnover including retired staff!, % 2020 2019 Other countries 56 44 52 48
Swedish Banking 6.9 99
Large Corporates & Institutions 6.5 9.6 2020 2019
Baltic Banking 8.2 109 Gender distribution for all employees,
: Group Executive Committee and Boards
Group Functions e 5.1 of Directors, % Female Male Female Male
Total B 38  Alemployees 62 38 63 37
Swedbank’s Board of Directors 40 60 44 56
Empl t ludi tired staffl, % 2020 2019 N X N
mp Olyee um.werexc uding retired sta - Group Executive Committee incl. CEO 29 71 33 67
Swedish Banking 49 7.8 ; ; ;
— Group Executive Committee and their
Large Corporates & Institutions 5.7 84 respective management teams 47 53 42 58
Baltic Banking 80 105 Boards of Directars in the entire Group
Group Functions 51 79 incl. subsidiaries 37 63 39 61
Total 5.8 8.7 Senior executives in the entire Group
1) Employee turnover is calculated as the number of employees who terminated their incl. subsidiaries EE &7 » 65
employment during the year divided by the number of employees as of year end of
the previous year. 2020 2019
Gender distribution, management
Other key ratios 2020 2019 positions by country, % Female Male Female Male
Average number of employees 17629 16433 Management positions, total* 55 45 54 46
Number of employees at year-end 17373 16327 Management positions, Sweden 49 51 47 53
Number of full-time positions 16439 15218 Management positions, Estonia 67 33 68 32
Management positions, Latvia 67 33 69 31
Sick leave, % 2020 2019 — - -
Sick leave Sweden 4.0 38 Management positions, Lithuania 56 44 52 48
Sick leave Estonia 19 18 1) Applicable for Swedbank’s home markets Sweden, Estonia, Latvia and Lithuania.
Sick leave Latvia 29 2.8
Sick leave Lithuania 1.9 1.7
Sick Leave Group 3.2 3.0
Long-term healthy employees, %! 65.3 70.7

1) Refers to the Swedish operations. Long-term healthy refers to employees with a

maximum of five working days of sick leave during a rolling 12 month period. Swedbank Annual and Sustainability Report 2020
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2020 2019

Premises® 459 536 . 2019
IT expenses® 2318 2170 Equipment 322 322
Telecommunications, postage 162 122 Owner-occupied properties 8 20
Consulting - - el 1637 Right-of-use assets for rented premises 690 663
Compensation to savings banks 231 228 Other g 94
Other purchased services 1054 953 Intangible assets 272 230
Travel 62 230 Total 1580 1551
Entertainment 26 40
Office supplies 95 82
Advertising, public relations, marketing 420 338
Security transports, alarm systems 68 69
Maintenance 94 77
Other administrative expenses? 468 627
Other operating expenses 105 205 2020 2019
Total 7107 7314 Investment properties 2 3
1) of which Properties measured as inventory 2

Short-term leases 13 61 Repossessed leasing assets 3

Leases of low-value assets 7 6 Total 2 8

Variable lease payments not included in the lease liabilty 34 44

Total leasing 54 111

2020 2019 G17

Remuneration to auditors elected by Annual General Meeting, 2020 2019
PwC Loans at amortised Cost
Statutory audit 53 60 Impairment provisions - Stage 1 403 -12
Other audit 10 10 Impairment provisions - Stage 2 1094 -418
Tax advisory 1 Impairment provisions - Stage 3 561 844
Other 27 10 Impairment provisions - Credit impaired,

. . . purchased or originated -4 -4
[R)t:r;:lt::ratlon to auditors elected by Annual General Meeting, Total 2054 210
Statutory audit 0 12 Write-offs 2166 1098
Other audit 3 1 Recoveries -174 -202
Total remuneration to auditors 94 93 Total LERE 836

- Total - Amortised Cost 4046 1306
Internal Audit 81 80
2) Other adminisitrative expenses 2019 includes a reservation of non-deductible VAT Other assets at amortised cost 6

of 248 msek.
Loan commitments and guarantees
Audilt gssigpmentis defined as the audit of annualﬁqancial statements, thg Impairment provisions - Stage 1 149 16
administration of the Board of Directors and the President, other tasks resting
upon the auditor as well as consulting and other assistance, which have been Impairment provisions - Stage 2 269 -71
initiated by the findings in performing audit work or implementation of such Impairment provisions - Stage 3 -136 217
tasks. Other audit include quarterly reviews, regulatory reporting and services in con- Total 282 162
nection with issuing of certificates and opinions. Write-offs 1
Tax advisory include general expatriate services and other tax services work. Other
services include consultation on financial accounting, services related to mergers and Total 1
acquisitions activities, operational effectiveness and assessments of internal control. Total - Loan commitments and guarantees 282 163
Total Credit impairment 4334 1469
Credit impairment by borrower category
Credit institutions 23 2
General public 4311 1467
Total 4334 1469

Swedbank Annual and Sustainability Report 2020
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Tax expense 2020 2019
Tax related to previous years -299 -88
Current tax 3944 4631
Deferred tax 206 168
Total 3851 4711

The difference between the Group’s tax expense and the tax expense based on current tax 2020 2019
rates is explained below: SEKm per cent SEKm per cent
Results 3851 229 4711 19,3
Current tax of pre-tax profit 3591 214 5226 214
Difference 260 1.5 -515 -2.1
The difference consists of the following items:
Tax previous years 299 1.8 88 0.3
Tax-exempt income/non-deductible expenses -206 -1.2 -249 -10
Non deductible fine from the Swedish Financial Supervisory -856 -5.1
Tax-exempt capital gains and appreciation in value of shares and participating interest -10 0.0 63 03
Other tax basis in insurance operations 171 1.0 156 06
Tax in associates and joint ventures 124 0.7 174 0.7
Deviating tax rates in other countries 214 13 290 1.2
Other, net 4 0.0 -7 0.0
Total -260 -15 515 2.1
2020
Other

Income comprehensive Exchange rate
Deferred tax assets Opening balance statement income Equity differences  Closing balance
Deductible temporary differences
Other 58 -26 -3 29
Share-based payments 2 8 -1 9
Lease assets 2 6 8
Unused tax losses 112 -25 -5 82
Unrecognised deferred tax assets -4 -4
Total 170 -37 -1 -8 124
Deferred tax liabilities
Taxable temporary differences
Untaxed reserves 2300 -14 2286
Hedge of net investments in foreign operations 0 -3 4 1
Provision for pensions -1877 -20 1064 -833
Cash flow hedges 6 -5 -2 -1
Intangible assets 753 181 934
Provisions for credit impairments 45 =l 44
Foreign currency basis risks -135 -8 -7 -150
Share-based payments 18 -8 10
Owner-occupied properties 15 2 17
Other 446 36 -6 476
Total 1571 169 1059 -8 -7 2784
Deferred tax related to the hedging of net investments in foreign operations and cash The assets are not recognised due to uncertainty when sufficient taxable earnings will

flow hedging is recognised directly in other comprehensive income, since the change in be generated.
the value of the hedging instrument is also recognised directly in other comprehensive
income. The unrecognised portion of deferred tax assets amounted to SEK 4m (4).
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Unused tax losses and unused tax credits according to tax calculation

Deduction for which
deferred tax is not

Total deduction Deduction for which deferred tax is recognised recognised
Maturity Lithuania Denmark Norway
Without maturity 573 460 20 73 20
Total 573 460 20 73 20

When the Group determines the deferred tax assets it will recognise, it forecasts future  pasis for recognised deferred tax assets will be utilised before the end of 2023 i.e.
taxable profits that can be utilised against tax loss carryforwards or other future tax within the framework of the Group's three-year financial plan. The losses for which
credits. Deferred tax assets are recognised only to the extent such profits are probable. deferred tax assets are recognised derive from the Group’s home markets.

The Group expects that about 55 per cent (54) of the taxable losses that serve as the

2019
Other compre-

Opening Income hensive Business Exchange rate Closing
Deferred tax assets balance statement income disposal Equity differences balance
Deductible temporary differences
Other 50 6 2 58
Share-based payments 1 1 2
Lease assets 2 2
Unused tax losses 122 -12 2 112
Unrecognised deferred tax assets -9 5 -4
Total 164 1 1 4 170
Deferred tax liabilities
Taxable temporary differences
Untaxed reserves 2286 14 2300
Hedge of net investments in foreign operations -580 580
Provision for pensions -1085 1 -796 13 -1877
Cash flow hedges 13 -8 1 6
Intangible assets 633 120 753
Provisions for credit impairments 44 1 45
Foreign currency basis risks -131 -4 -135
Share-based payments -15 32 1 18
Owner-occupied properties 16 -1 15
Other 405 43 -2 446
Total 1576 169 -219 13 32 0 1571

Unused tax losses and unused tax credits according to tax calculation

Deduction for
which deferred

tax is not
Total deduction Deduction for which deferred tax is recognised recognised
Maturity Lithuania Denmark Norway
Without maturity 684 555 23 85 21
Total 684 555 23 85 21

Swedbank Annual and Sustainability Report 2020
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Earnings per share are calculated by dividing profit for the year attributable to holders Swedbank’s share-related compensation programmes, Programme 2017, Programme

of ordinary shares in the parent company by a weighted average number of ordinary 2018, Programme 2019 and Programme 2020, give rise to potential ordinary shares
shares outstanding. Earnings per share after dilution is calculated by dividing profit for from the grant date of these shares from an accounting perspective. The grant date
the year attributable to holders of ordinary shares in the parent company by the aver- refers here to the date when the parties agreed to the terms and conditions of the pro-
age of the number of ordinary shares outstanding, adjusted for the dilution effect of grammes. The rights are treated as options in the calculation of earnings per share
potential shares. after dilution.
Programme Grant date from an accounting perspective
2017 30 March
2018 26 March
2019 28 March
2020 28 May

2020 2019
Average number of shares
Weighted average number of shares, before dilution 1119720567 1118055542
Weighted average number of shares for dilutive potential ordinary shares resulting from share-based compensation programme 3708306 3921536
Weighted average number of shares, after dilution 1123428873 1121977078

Earnings per share

Profit for the year attributable to the shareholders of Swedbank AB 12929 19697

Earnings per share before dilution, SEK 11,55 17,62

Earnings per share after dilution, SEK 11,51 17,56
2020 2019

Pre-tax Deferred Current Total tax Pre-tax Deferred Current Total tax

amount tax tax amount amount tax tax amount

Items that will not be reclassified to the income statement

Remeasurements of defined benefit pension plans 5166 -1064 -1 064 -3866 796 797
Share of other comprehensive income of associates, Remeasure-

ments of defined benefit pension plans 96 -127

Change in fair value attributable to changes in own credit risk of

financial liabilities designated at fair value through profit or loss 6 -1 -1 17 -4 -4
Total 5268 -1 064 -1 -1 065 -3976 796 -3 793

Items that may be reclassified to the income statement

Exchange differences, foreign operations -1840 739

Hedging of net investments in foreign operations 1532 -4 -317 -321 -600 -580 744 164
Cash flow hedges -9 2 2 5 -1 -1
Foreign currency basis risk -42 7 6 13 -18 4 4
Share of associates and joint ventures -84 32

Total -443 5 -311 -306 158 -577 744 167
Other comprehensive income 4825 -1059 -312 -1371 -3818 219 741 960
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Carrying amount

Nominal amount

2020 2019 1/1/2019 2020 2019 1/1/2019
Governments 134145 133012 94772 133289 131426 90 706
Municipalities 3046 4082 4807 2979 4027 7119
Total 137191 137 094 99579 136 268 135453 97 825

2020 2019 1/1/2019
Loans and advances 33500 40859 32342
Repurchase agreements 1582 9 92
Cash collaterals posted 12872 4584 3834
Total 47 954 45452 36 268
Whereof subordinated loans
Associates 120 120 620
Other companies 48 53 51
Total 168 173 671

2020 2019 1/1/2019
Loans and advances 1576125 1570746 1545894
Finance leases 33857 32740 30923
Cash collaterals posted 6055 2139 684
Total loans to the public excl repurchase agreements and Swedish National Debt Office 1616 037 1605625 1577501
Repurchase agreements 32704 36 942 37278
Repurchase agreements, Swedish National Debt Office 7243 9725 2436
Swedish National Debt Office 25003 4 10153
Total 1680987 1652296 1627 368
Finance lease agreements distributed by maturity
2020 <1lyr. 1-5yrs. > 5yrs. Total
Gross investments 11540 20170 3749 35459
Unearned finance income 632 802 168 1602
Net investments 10908 19368 3581 33857
2019 <lyr. 1-5yrs. >5yrs. Total
Gross investments 10115 20620 3688 34423
Unearned finance income 513 910 260 1683
Net investments 9602 19710 3428 32740

Finance leases relate to leases of vehicles, machinery and boats. The residual value of the leases in all cases are guaranteed by the lessees or a third party.

The lease income does not include any contingent rents.
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Carrying amount Nominal amount
2020 2019 1/1/2019 2020 2019 1/1/2019
Mortgage institutions 25192 26556 26 545 24365 25687 25343
Banks 15445 11459 11452 15182 11330 11287
Other financial companies 13181 8894 3983 12930 9204 3872
Non-financial companies 6157 10458 11332 6095 9809 11152
Total 59975 57 367 53312 58572 56 030 51654

Bonds and other interest-bearing securities are issued by other than public agencies.

2020 2019 1/1/2019
Fund units 231563 207158 162834
Interest-bearing securities 4696 4497 3801
Shares 16152 13238 11233
Total 252411 224893 177 868

Carrying amount Cost

2020 2019 1/1/2019 2020 2019 1/1/2019
Trading equities 4644 611 1224 4474 606 1478
Trading fund shares 11491 3612 2058 11080 3360 1919
For protection of claims 31 10
Condominiums 11 11 11 11 11 11
Other 1038 2334 1628 1031 1644 1657
Total 17 215 6 568 4921 16 605 5621 5065
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G27

2020 2019 1/1/2019
Fixed assets
Credit institutions - Associates 3634 3210 2821
Credit institutions - Joint ventures 3219 3036 2873
Other associates 354 317 394
Other, joint ventures 80 116
Total 7 287 6679 6 088
Opening balance 6679 6088
Additions during the year 23 481
Change in accumulated profit shares, total comprehensive income 589 727
Dividends received -2 -529
Disposals during the year -2 -88
Closing balance 7 287 6679
2020
Associates Corporate Share of Share of
Corporate identity, domicile identity number Number Carrying amount Cost capital, % associate’s profit
Credit institutions
Sparbanken Skane, Lund 516401-0091 3670342 1456 1070 22.00 142
Sparbanken Rekarne AB, Eskilstuna 516401-9928 865 000 475 125 50.00 53
Sparbanken Sjuhdrad AB, Boras 516401-9852 4750000 1346 288 47.50 132
Vimmerby Sparbank AB, Vimmerby 516401-0174 340000 95 41 40.00 4
Olands Bank AB, Borgholm 516401-0034 637 000 262 231 49.00 20
Total credit institutions 3634 1755 351
Other associates
BGC Holding AB, Stockholm 556607-0933 29177 230 98 29.18 35
Finansiell ID-Teknik BID AB, Stockholm 556630-4928 12735 20 24 28.30 7
Getswish AB, Stockholm 556913-7382 10000 16 21 20.00 -3
USE Intressenter AB, Uppsala 559161-9464 2000 0 0 20.00 0
VISA Sweden, ek for, Stockholm 769619-6828 42.09
Owned by subsidiaries
Bankomat AB, Stockholm 556817-9716 150 74 66 20.00
SK'ID Solutions AS 10747013 16 14 10 25.00
Total other associates 354 219 43
Total associates 3988 1974 394

The share of the voting rights in each entity corresponds to the share of its equity. All shares are unlisted. Swedbank does not have any individual material interests in associates.
During the year Swedbank received a dividend of SEK 2 m (129) from VISA Sweden. Swedbank’s share of associates’ other comprehensive income for the year
amounted to SEK 71 m (-80) and the share of the year’s total comprehensive income amounted to SEK 466 m (263). As of 31 December 2020 Swedbank’s share of associates’

contingent liabilities and commitments amounted to SEK 366 m (398) and SEK 2 703m (2 468), respectively. During the year the shares in Svensk Maklarstatistik were disposed.
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2020
Joint ventures Corporate Share of Share of joint
Corporate identity, domicile identity number Number Carrying amount Cost capital, % venture’s profit

Credit institutions
EnterCard Group AB, Stockholm 556673-0585 3000 3219 420 50,00 247

Other joint ventures

Invidem AB, Stockholm 555210-0779 10000 13 48 16,67 -27
P27 Nordic Payments Platform AB, Stockholm 559198-9610 10000 67 117 16,67 -32
Total joint ventures 3299 585 188
Total associates and joint ventures 7 287 2559 582

During the year Swedbank AB made a capital contribution to Invidem AB of Sek 23m, Swedbank s share of joint ventures ‘other comprehensive income for the year amounted to
SEK -59m (-15). Swedbank AB did not receive any dividend from EnterCard Group AB (325). Condensed financial information for the EnterCard Group AB is shown below:

2020 2019
Loans to the public 31179 31998
Total assets 38085 39026
Amounts owed to credit institutions 30941 31983
Total liabilities 31563 32850
Net interest income 3123 3182
Total income 3448 3637
Total expenses 1365 1571
Credit impairments -1399 -741
Profit before tax 683 1326
Tax expense -190 -319
Profit for the year 493 1006
Total comprehensive income 366 978
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The Group trades in derivatives in the normal course of business and for the purpose of hedging certain positions that are exposed to share price, interest rate, credit and currency
risks. Below present carrying amount for derivatives which are included in hedge accounting seperately.The carrying amounts of all derivatives refer to fair value including accrued
interest.

Nominal amount

Remaining contractual maturity Nominal amount Positive fair value Negative fair value
1/1 1/1

Note <1lyr 1-5yrs. > 5yrs. 2020 2019 2020 2019 2019 2020 2019 2019
Derivatives in hedge
accounting
Fair value hedges, G29
interest rate swaps 96 636 377161 41052 514849 608 694 14953 13013 10255 37 534 972
Portfolio fair value Ge29
hedges, interest rate
swaps 111530 335627 10490 457 647 393728 137 702 207 2412 1331 1401
Cash flow hedges, cross G29
currency basis swaps 405 2877 5218 8500 9280 19 190 89 256 33 65
Total 208571 715 665 56 760 980 996 1011702 15109 13905 10551 2705 1898 2438
Non-hedge accounting
derivatives 6002501 7849903 5449621 19302025 16051211 126813 102833 59379 143547 113311 61788
Gross amount 6211072 8565568 5506381 20283021 17062913 141922 116738 69930 146252 115209 64226
Offset amount G47 -4494381 -6901472 -5375952 -16771805 -12057460 -89745 -72314 -30265 -91872 -74232 -32910
Total 1716691 1664096 130 429 3511216 5005 453 52177 44 424 39665 54380 40977 31316
Non-hedge accounting
derivatives
Interest-related
Options 248942 508 345 218781 976 068 976 597 2796 1954 894 3101 2 645 1823
Forward contracts 3385931 1033503 4419434 6060 109 1058 958 643 1074 965 580
Swaps 1258509 5851668 5121376 12231553 7380956 94 475 58317 26410 96411 60719 28243
Currency-related
Options 15444 989 16433 38472 154 231 258 164 223 242
Forward contracts 810913 17133 828045 972339 9247 7804 5880 20095 12103 5831
Swaps 186 580 430147 108 964 725691 516 068 14804 8015 7391 18560 12 346 7927
Equity-related
Options 71223 6741 500 78 464 93171 4171 25385 17292 3422 24081 16633
Forward contracts 6919 6919 4532 26 30 447 29 29 236
Swaps 14692 64 14756 3571 4 19 22 537 71 138
Credit-related
Swaps 1207 1207 522 94 13
Commodity-related
Options 850 15 13 15 13
Forward contracts 3349 106 3455 4024 77 105 129 60 101 122
Total 6002502 7849903 5449621 19302025 16051211 126813 102833 59379 143547 113311 61788
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29.1 FAIR VALUE HEDGES

The Group’s approach to managing market risk, including interest rate risk, and its
exposure to those risks are presented in note G3. The risk of changes in interest rates
on the fair value of certain fixed rate financial instruments is mitigated in accordance
with the Group’s risk management strategy by using interest rate swaps. Where hedge
accounting is applied, interest rate risk on fixed rate loans to the public (mortgages) is
hedged on a portfolio basis whereas debt securities in issue, senior non-preferred liabi-
lities and subordinated liabilities are identified and hedged on an issuance by issuance
basis. Interest rate swaps designated as the hedging instruments are reported in the
balance sheet in the Derivatives line.

Designated fair value hedge relationships are used to hedge the benchmark interest
rate risk, which is an observable and reliably measurable component of the interest
rate risk and of the fair value. Where hedge accounting is applied, the Group ensures
that the relationships meet the criteria outlined in note G2 section 3.4.4, including the
effectiveness requirements. The Group manages other risks on these exposures, such
as credit risk, but does not apply hedge accounting for them.

Hedge ineffectiveness is reported in the income statement as Net gains and losses
on financial items. Potential sources of hedge ineffectiveness are related to the fol-
lowing:

* There is an exposure to the interest rate swap counterparty’s credit risk that is not
offset by the respective hedged item. This risk is minimized by entering into interest
rate swaps with high credit quality counterparties.

« Different discount curves are applied for the valuation of the respective hedged item
and the interest rate swaps.

Hedging instruments and hedge ineffecti- 2020

One-to-one hedges - effectiveness assessment under IFRS 9

The economic relationship between the debt securities, senior non-preferred liabilities
or subordinated liabilities and the interest rate swaps are assessed using a qualitative
analysis of the critical terms.The critical terms are matched between the financial
instruments, particularly regarding notional amount, reference interest rate, repricing
dates and tenor. The fair values of the instruments are expected to move in opposite
directions as a result of changes in the hedged benchmark interest rate risk. The effect
of credit risk is not considered to dominate the changes in fair value. The hedge ratio is
one-to-one as the nominal amount of the interest rate swap matches the issued
amount of the hedged debt securities, senior non-preferred liabilities or subordinated
liabilities. The Group assesses hedge effectiveness by comparing the changes in fair
value of the debt securities, senior non-preferred liabilities or subordinated liabilities
resulting from movements in the benchmark interest rate with the changes in fair
value of the designated interest rate swaps.

Portfolio hedges - effectiveness test under IAS 39
Mortgage loans are grouped into quarterly time buckets based on the next interest rate
fixing dates. Each time bucket position is hedged using interest rate swaps with a
nominal amount covering a portion of the total loans. A specified loan amount in each
time bucket is therefore designated as the hedged item. The portfolio fair value hedges
are assessed for effectiveness both prospectively and retrospectively. The prospective
assessment is performed using a qualitative analysis of the critical terms of the hedged
item and the interest rate swap. The retrospective assessment is performed daily on
cumulative basis by using the dollar offset method. The changes in fair value of the
mortgage loans resulting from movements in the benchmark interest rate are compa-
red to the changes in fair value of the designated interest rate swaps.

The tables below provide information relating to the hedged items and hedging
instruments in qualifying fair value hedge relationships.

2019

veness

Change in fair

Change in fair

Carrying amount . value us_ed Ineffecti- Carrying amount value us:ed Ineffecti-
Oor measuring veness for measuring veness
Nominal hedge recognised in Nominal hedge recognised in
amount  Assets Liabilities ineffectiveness Profit or loss amount Assets  Liabilities ineffectiveness Profit or loss
Interest rate risk
Interest rate swap, Loans to the public,
Portfolio hedge 457 647 137 2412 -1531 =27 393728 702 1331 541 43
Interest rate swap, Debt securities in
issue 482092 14321 37 2761 -6 566723 12706 369 3247 9
Interest rate swap, Senior non-preferred
liabilities 9893 105 214 1 10416 117 -114 1
Interest rate swap, Subordinated liabili-
ties 22863 527 339 9 31555 307 47 235 2
Total 972496 15090 2449 1783 -24 1002422 13715 1865 3909 54
Hedged items 2020 2019

Accumulated
adjustment on the

Accumulated

Change in value adjustment on the

Change in value

. r used " : used

Carrying amount hedged item for i Carrying amount hedged item for measuring

hedge hedge

Assets Liabilities Assets Liabilities ineffectiveness Assets Liabilities Assets  Liabilities ineffectiveness

Loans to the public, Portfolio hedge 459421 1774 1504 393990 271 -498
Debt securities in issue 498227 12900 -2767 582821 10675 -3237
Senior non-preferred liabililties 9874 101 -215 10388 -114 114
Subordinated liabilities 22966 473 -330 31759 175 -234
Total 459 421 531067 1774 13474 -1807 393990 624 968 271 10736 -3855
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Maturity profile and average price, hedging instruments 2020 2019

Remaining contractual maturity Remaining contractual maturity

<lyr 1-5yrs. >5yrs. <lyr 1-5yrs. >5yrs.
Portfolio hedge
Nominal amount 111530 335627 10430 113883 269 280 10565
Average fixed interest rate (%) 0.10 0.19 0.42 0.04 0.24 0.90
Fair value hedges
Nominal amount 96 636 377 161 41052 127899 385 458 95337
Average fixed interest rate (%) 0.45 037 184 0.71 0.46 1.36

Hedge relationships in scope for Interest Rate Benchmark Reform

The Group applies the Amendments to IFRS S, IAS 39 and IFRS 7 due to the Interest Rate Benchmark Reform- Phase 1. For more information on the Reform itself, see Note G3. The
amendments provide certain temporary relief from the hedge accounting requirements in connection with the Reform. This has the effect that the Reform will not generally cause
hedge accounting relationships to be terminated. It is currently expected that the publication of the following reference rates will cease after 31 December 2021: CHF Libor, GBP
Libor, JPY Libor and USD Libor. There is an ongoing consultation from ICE Benchmark Administration Limited proposing that the publication of certain tenors of USD Libor applica-
ble for legacy products should continue until 30 June 2023, however as of publication date of this report there is no decision finalised.

The reformed reference rates Euribor (EUR), Nibor (NOK), Hibor (HKD) and BBSW (AUD) will continue to be published after 31 December 2021. Stibor (SEK) is not yet adapted to
the Benchmarks Regulation. Stibor is deemed a robust, reliable reference rate in which the market has great confidence. It is expected that Stibor will be adapted to the require-
ments of the Benchmarks Regulation for the relevant tenors and that those will also continue to be published after 31 December 2021. For the aforementioned reference rates,
the Group concludes that there is no uncertainty caused by the Interest Rate Benchmark Reform in terms of its effects on existing hedging relationships.

The tables below provide details, based on the nominal amounts, of the Group’s relationships which are considered to be in scope.

Hedged items and hedging instruments

2020
CHF GBP JPY usD
All contracts 3242 16 300 6758 51321
Maturity before Interest Rate Benchmark Reform 926 11847 0 10320
Directly attributable to Interest Rate Benchmark Reform 2316 4454 6758 41 001
2019
CHF GBP JPY usD
All contracts 3357 17917 5463 56161
Maturity before Interest Rate Benchmark Reform 959 13022 0 37 465
Directly attributable to Interest Rate Benchmark Reform 2398 4895 5463 18 695

Swedbank Ars- och héllbarhetsredovisning 2020




133

29.2 CASH FLOW HEDGES

The Group’s approach to managing market risk, including currency risk, and its expo-
sure to those risks are presented in note G3. In accordance with the Group’s risk mana-
gement strategy, cross currency basis swaps are entered to mitigate the foreign cur-
rency risk on future principal and interest payments of foreign currency debt securities.
The hedged items are the aggregate exposure of foreign currency fixed rate debt secu-
rities in issue and interest rate swaps in the same foreign currency. The hedging instru-
ments are cross currency basis swaps, which convert the foreign currency cash flows
into SEK. The foreign currency basis spread in the cross currency basis swaps is exclu-
ded from the hedge accounting relationship and is accounted for as described in note
G2 section 3.4.4. Cross currency basis swaps designated as hedging instruments are
reported in the balance sheet in the Derivatives line.

Designated cash flow hedge relationships are used to hedge against movements in
foreign currencies. Where hedge accounting is applied, the Group ensures that the rela-
tionships meet the criteria outlined in note G2 section 3.4.4. The Group manages other
risks on these exposures, such as credit risk, but does not apply hedge accounting for
them.

The Group ensures that designated hedge relationships fulfil the effectiveness
requirements. The economic relationship between the aggregate exposure and the
cross currency basis swap are assessed using a qualitative analysis of the critical terms,
which are matched. The fair values of the instruments are expected to move in oppo-

NOTES, GROUP

site directions as a result of a change in the foreign currency rate. The effect of credit

risk is not considered to dominate the changes in fair value.

The hedge ratio is one-to-one as the issued amount of the cross currency basis swap

matches the issued amount of the hedged aggregate exposure.

The Group assesses hedge effectiveness by comparing the changes in fair value of
the aggregate exposure due to movements in the foreign currency rate with the
changes in fair value of the designated part of the cross currency basis swap. The
changes in fair value of the aggregate exposure are calculated using a hypothetical
derivative, which reflects the terms of the aggregate exposure. Hedge ineffectiveness
is reported in the income statement as Net gains and losses on financial items. Poten-
tial sources of hedge ineffectiveness are related to the following:

« There is an exposure to the derivative counterparty’s credit risk that is not offset by
the respective hedged item. This risk is minimized by entering into cross currency
basis swaps with high credit quality counterparties.

« Different discount curves are applied for the valuation of the respective hedged item
and the cross currency basis swaps.

The tables below provide information about the Group’s qualifying cash flow hedge
relationships. The Group designates cash flow hedges of foreign currency risk, where
the hedging instruments are cross currency basis swaps in EUR/SEK and the hedged
items are debt securities in issue and interest rate swaps, both denominated in EUR.

Hedging instruments and hedge ineffectiveness 2020 2019
Cross currency basis swaps, EUR/SEK
Nominal amount 8500 9280
Carrying amount

Assets 19 190

Liabilities 256 33
Change in fair value used for measuring hedge ineffectiveness -358 159
Change in value of the hedging instrument recognised in OCI -9 5
Amount reclassified from the Cash flow hedge reserve to Profit or loss 349 -154
Cash flow hedge reserve (after tax) 1 8
Hedged items 2020 2019
EUR Debt securities in issue and Interest rate swaps
Change in fair value used for measuring hedge ineffectiveness 360 -160
Ineffectiveness recognised in Profit or loss ) 7
Maturity profile and average price, hedging instruments 2020 2019

Remaining contractual maturity Remaining contractual maturity

Foreign currency risk <lyr 1-5yrs. >5yrs. <1yr 1-5yrs. >5yrs.
Nominal amount 405 2877 5218 620 939 7722
Average FX rate 10.12 10.22 10.25 9.79 9.92 10.28
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29.3 HEDGING OF NET INVESTMENTS IN FOREIGN OPERATIONS

Foreign currency translation differences arise from the translation of operations which
do not have SEK as the functional currency. The foreign currency risk arises as a result
of fluctuations in the spot rate of the functional currency of the foreign operation ver-
sus SEK, which causes the carrying amount of the net investment to vary. The Group
hedges these exposures by issuing debt securities and subordinated liabilities in the
same currency as the hedged net investment in the foreign operation.

The Group applies hedge accounting for the foreign currency translation of these lia-
bilities to the extent they are designated as hedging instrument. The foreign exchange
effects for hedging instruments are reported in other comprehensive income instead of
the income statement.

The Group’s hedging policy is to generally hedge net investments in subsidiaries and
associates denominated in foreign currencies to minimize the foreign exchange effect
on the Common Equity Tier 1 capital.

Hedging instruments and hedge
ineffectiveness 2020

The Group ensures that designated hedge relationships fulfil the effectiveness require-
ments.The economic relationship between the net investment in the foreign operation
and the debt securities is assessed using a qualitative analysis of the critical terms,
which are matched. The carrying amounts are expected to move in opposite directions
as aresult of a change in the foreign currency rate. The hedge ratio is one-to-one as
the carrying amount of hedging instrument match the portion of the net investment in
the foreign operation that is designated as the hedged item. The carrying amount for
the hedging instrument is equal to its nominal value. The Group assesses hedge effec-
tiveness by comparing the changes in value of the designated net investment, with the
changes in the carrying amont of the hedging instruments, due to movements in the
foreign currency rate. Rebalancing occurs monthly or when net assets change signifi-
cantly during a month.

The tables below provide information relating to the hedged items and hedging
instruments in qualifying hedges of net investments in foreign operations.

2019

Changein fair Change in value

Change in fair Change in value

valueused  of the hedging Hedging of net valueused  of the hedging Hedging of net
Carrying for measuring instrument reco- investmentsin Carrying for measuring instrumentreco- investmentsin
amount, hedge ineffecti- gnised in OCl  foreign opera- amount, hedge ineffecti- gnised in OCl  foreign opera-
Liabilities veness before tax tions after tax Liabilities veness before tax tions after tax
Foreign currency risk

EUR denominated, Debt securities in issue 34189 1425 1425 -2827 32558 -540 -540 -3951
USD denominated, Debt securities in issue 6 6 54 -2 -2 -14
NOK denominated, Debt securities in issue 979 92 92 158 1029 -58 -58 85
Total 35168 1523 1523 -2 669 33 640 -600 -600 -3880

Hedged items 2020 2019

Change in value used
for measuring
hedge ineffectiveness

Change in value used
for measuring
hedge ineffectiveness

EUR net investments -1425 540
USD net investments -6 2
NOK net investments -92 58
Total -1523 600
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Indefinite useful life Definite useful life
Internally
developed
2020 Goodwill Brand  Customer base software Other Total
Cost, opening balance 15950 160 1911 5288 1422 24731
Additions through internal development 1309 1309
Additions through separate acquisitions 64 64
Sales and disposals -45 -45
Exchange rate differences -462 -2 -33 -4 -9 -510
Cost, closing balance 15488 158 1878 6593 1432 25549
Amortisation, opening balance -1338 -1226 -1007 -3571
Amortisation for the year -41 -338 -93 -472
Sales and disposals 30 30
Exchange rate differences 31 2 8 41
Amortisation, closing balance -1348 -1562 -1 062 -3972
Impairment, opening balance -2241 -66 -237 -712 -40 -3296
Impairment for the year
Exchange rate differences 80 80
Impairment, closing balance -2161 -66 -237 -712 -40 -3216
Carrying amount 13327 92 293 4319 330 18361

For intangible assets with a finite useful life, the amortisable amount is allocated linearly over the useful life. The original useful life is between 3 and 20 years, except for inter-
nally developed software. The orignial useful life for internally developed software is between 3 and 10 years. Amortization of these assets will commence once the asset is
ready to use.

Indefinite useful life Definite useful life
Internally
developed
2019 Goodwill Brand  Customer base software Other Total
Cost, opening balance 15755 161 1896 4 306 1638 23756
Additions through business combinations
Additions through internal development 982 982
Additions through separate acquisitions 146 146
Sales and disposals -9 -363 -372
Exchange rate differences 204 -1 15 1 219
Cost, closing balance 15950 160 1911 5288 1422 24731
Amortisation, opening balance -1277 -935 -1244 -3456
Amortisation for the year -47 -291 -92 -430
Sales and disposals 352 352
Exchange rate differences -14 -23 -37
Amortisation, closing balance -1338 -1226 -1007 -3571
Impairment, opening balance -2 206 -237 -699 -40 -3182
Impairment for the year -66 -13 -79
Sales and disposals 0
Exchange rate differences -35 -35
Impairment, closing balance -2241 -66 -237 -712 -40 -3296
Carrying amount 13709 94 336 3350 375 17 864

Swedbank Annual and Sustainability Report 2020




136

NOTES, GROUP

Carrying amount

Specification of intangible assets with indefinite useful life Acquisition year 2020 2019 1/1/2019
Goodwill
Swedbank Robur AB 1995 328 328 328
Foéreningsbanken AB 1997 1342 1342 1342
Swedbank Forsakring AB 1998 651 651 651
Kontoret i Bergsjo 1998 13 13 13
Olands Bank AB 1998 0 0 ]
FSB Bolandirekt Bank AB 2002 159 159 159
Séderhamns Sparbank AB 2007 24 24 24
PayEx 2017 429 429 429
Sweden 2946 2946 2955
of which banking operations 1538 1538 1547
of which other 1408 1408 1408
Swedbank AS 1999 1218 1263 1243
Swedbank AS 2000 12 13 12
Swedbank AS 2001 143 149 146
Swedbank AS 2005 8827 9157 9012
Baltic countries 10200 10582 10413
of which allocated to:
Banking operations in Estonia 4269 4429 4358
Banking operations in Latvia 2198 2280 2244
Banking operations in Lithuania 3733 3873 3811
First Securities ASA 2005 181 181 181
Norway 181 181 181
Total 13327 13709 13549
Value in use

Goodwill acquired in business combinations has been allocated to the lowest possible
cash generating unit. Recoverable amount has been determined based on value in use.
This means that the assets’ estimated future cash flows are calculated at present value
using a discount rate. Estimated future cash flows are based on the Group’s established
three-year financial plans. The most important assumptions in the three-year plan are
the executive management's estimate of net profit, including credit impairments;
growth in each economy, both GDP and industry growth; and the trend in risk weigh-
ted assets. Financial planning is done at a lower level than the cash generating unit.
The necessary assumptions in the planning are based as far as possible and appropriate
on external information. Future cash flows are subsequently estimated with the help
of long-term growth assumptions for risk weighted assets as well as on net profit in
relation to risk weighted assets. Due to the long-term nature of the investments, cash
flow is expected to continue indefinitely. Use of an indefinite cash flow is motivated by
the fact that all cash generating units are part of the Group’s home markets, which it
has no intention of leaving. Net cash flow refers to the amount that theoretically could
be received as dividends or must be contributed as capital to comply with capital ade-
guacy or solvency rules. The Group currently believes that a Common Equity Tier 1
capital ratio of 15 per cent (14) is reasonably the lowest level for the cash generating
unit, because of which any surpluses or deficits calculated in relation to this level are
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theoretically considered payable as dividends or will have to be contributed as capital
and therefore constitute net cash flow. The discount rate is determined based on the
market's risk-free rate of interest and yield requirements, the unit's performance in the
stock market in relation to the entire market, and the asset’s specific risks. The discount
rate is adapted to various periods if needed. Any adjustments needed to the discount
factor are determined based on the economic stage the cash generating unit is in and
means that each year’s cumulative cash flow is discounted by a unique discounting
factor. Projected growth in risk weighted assets corresponds to estimated inflation,
projected real GDP growth and any additional growth expected in the banking sector,
depending on the economic stage the sector is in. In accordance with IAS 36, the long-
term growth estimate does not include any potential increase in market share. Long-
term growth estimates are based on external projections as well as the Group’s expe-
rience and growth projections for the banking sector in relation to GDP growth and
inflation. Estimated net profit in relation to risk weighted assets is based on historical
experience and adjusted based on the economic stage the cash generating unit is in.
The adjustment is also based on how the composition of the cash generating unit's
balance sheet is expected to change. The parameters are based as far as possible on
external sources. The most important assumptions and their sensitivity are described
in the table on the following page.
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Annual average REA growth %

Annual REA growth %
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Annual average REA growth % Annual REA growth %

2020 2019 2020 2019 2020 2019 2020 2019
Cash-generating unit 2021-2023 2020-2022 2024-2048 2023-2048 2024-2048 2023-2048 2049- 2049-
Banking operations
Estonia 16 29 3,1-2,8 43-30 3,0 3.3 3,0 3,0
Latvia 7,0 2.8 3,5-2.2 3,5-3,0 29 3.2 3,0 3,0
Lithuania 6.4 56 4,0-2,6 4,5-30 3,6 3,7 3,0 3,0
Sweden 2,0 2,0 2,0 2,0 2,0 2,0 2,0 2,0

Annual average discount rate % Annual discount rate % Annual avarege doiscount rate % Annual discount rate %

2020 2019 2020 2019 2020 2019 2020 2019
Cash-generating unit 2021-2023 2020-2022 2024-2048 2023-2048 2024-2048 2023-2048 2049- 2049-
Banking operations
Estonia 94 99 9,4-9,0 9,9-9,0 9.2 93 9,0 9,0
Latvia 9.9 104 9,9-9,0 10,4-9,0 9,5 9.6 9,0 9,0
Lithuania 99 104 9,9-9,0 10,4-9,0 9,5 96 9,0 9,0
Sweden 55 58 53 58 53 58 53 58

Sensitivity analysis, change in recoverable
amount

Net asset including goodwill.

Recoverable amount,

Decrease in assumption of yearly Increase in discount rate by 1

Carrying amount, SEKm SEKm growth by 1 percentage point percentage point
Cash-generating unit 2020 2019 2020 2019 2020 2019 2020 2019
Banking operations
Estonia 21739 22794 31732 36 656 -1210 -1971 -2 645 -2992
Latvia 11018 10799 12487 12253 -464 -267 -928 -709
Lithuania 13405 12892 16138 16812 -729 -716 -1467 -1466
Swedenl 68626 66 025 93376 76 843 -7 299 -1357 -14 229 -7758

1) The cash-generating unit is part of the segment Swedish Banking

Sensitivity analysis

Given a reasonable change in any of the above assumptions there would be no impair-
ment loss for any cash generating unit. For the other cash generating units there is still
room for a reasonable change if both assumptions were to occur simultaneously as
indicated in the table i.e. both an increase in the discount rate of 1 percentage point
and a decrease in the growth assumption of 1 percentage point. The Group is also con-
fident there is room for a reasonable change in the net profit margin assumption for
these units without causing an impairment loss.

Banking operations in Baltic countries

Recognised goodwill totalled SEK 10 200 m (10 582). Goodwill is tested for impair-
ment separately for each country. Essentially the same assumptions were used in the
impairment testing for 2020 as at the previous year-end. The three-year financial
plans have been updated, as a result of which the initial growth assumptions after the
planning period have been reduced. The discounting factor has been updated with new
country-specific risk premiums. No impairments were identified on the balance sheet
date. The three-year financial plans have been updated based on conditions in each

country. Initial growth assumed in the established three-year financial plans is based
on management's best estimate of inflation, real GDP growth and growth in the ban-
king sector in each market. The assessments are based on external sources. After the
planning period a linear reduction in annual growth is assumed in principle during the
period between 2021 and 2049 from 7 per cent down to 3 per cent, which is conside-
red sustainable growth for a mature market. The initial discount rate for each period
reflects a country-specific risk premium that will converge on a straight-line basis to

5 per cent, which is considered relevant for a mature market. Risk premiums are derived
from external sources. The discount rate before tax for the period 2021-2023 was
approximately 12 per cent (13).

Other cash generating units, excluding banking operations

Other recognised goodwill totalled SEK 1 589 m (1 589). No impairments were needed
as of the closing day. Average annual growth for other cash generating units has been
assumed to be 3 per cent (3) and the lowest discount rate was 5 per cent (6), or 7 per
cent (7) before tax.
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Current assets Fixed assets
Right-of-use
Owner-occupied assets for rented
2020 Properties Equipment properties premises Other Total
Cost, opening balance 116 3 002 1419 4316 106 8959
Additions 38 332 8 325 177 880
Sales and disposals -70 -334 -35 -157 -5 -601
Assessments and modifications 358 -18 340
Exchange rate differences -5 -25 -47 -22 -99
Cost, closing balance 79 2975 1345 4820 260 9479
Amortisation, opening balance -2 147 -496 -653 -45 -3341
Amortisation for the year -322 -38 -690 -58 -1108
Sales and disposals 242 29 102 1 374
Exchange rate differences 14 18 10 42
Amortisation, closing balance -2213 -487 -1231 -102 -4033
Impairment, opening balance -43 -3 -46
Impairment for the year -2 -2
Sales and disposals 16 5 21
Exchange rate differences 2 2
Impairment, closing balance -25 -25
Carrying amount 54 762 858 3589 158 5421

The useful life of equipment is deemed to be between three and ten years and its resi-
dual value is deemed to be zero as in previous years. The depreciable amount is recogni-
sed linearly in profit or loss over the useful life. There was no change in useful lives in
2020. No indications of impairment were identified on the balance sheet date for Fixed
assets. Owner-occupied properties structural components are deemed to have useful
lives of between 12 and 25 years. The residual value is deemed to be zero. The depreci-
able amount is recognised linearly in profit or loss over the useful life. Land has an
indefinite useful life and is not depreciated.

The useful life of right-of-use assets are considered to be the same as the lease terms,
which were between 1 and 13 years. The depreciable amount is recognized on a
straight-line basis in the income statement over the useful life. Information about the
corresponding lease liabilities are presented within Other liabilities in note G41.

Current assets Fixed assets
Right-of-use
Owner-occu-  assets for ren-
2019 Properties Equipment pied properties ted premises Other Total
Cost, opening balance 181 3203 1439 4077 174 9074
Additions 2 311 15 128 53 509
Sales and disposals -70 -524 -37 -16 -133 -780
Assessments and modifications 120 12 132
Exchange rate differences 3 12 2 7 24
Cost, closing balance 116 3002 1419 4316 106 8959
Amortisation, opening balance -2319 -483 -2802
Amortisation for the year -324 -40 -663 -94 -1121
Sales and disposals 503 25 10 49 587
Exchange rate differences -7 2 -5
Amortisation, closing balance -2147 -496 -653 -45 -3341
Impairment, opening balance -55 -55
Impairment for the year -2 -6 -8
Sales and disposals 16 16
Exchange rate differences -2 3 1
Impairment, closing balance -43 0 -3 -46
Carrying amount 73 855 920 3663 61 5572
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2020 2019 1/1/2019
Security settlement claims 8760 6580 8466 2020 2019 1/1/2019
Other financial assets 7 691 2224 5423 Investment contracts, unit-link 234395 206 981 161 300
Total financial assets 16 451 8804 13889 Investment contracts, life 18834 18811 17 362
Property taken over to protect claims 32 55 81 Total 253229 225792 178662
Total 16 483 8859 13970
G33 2020 2019 1/1/2019
2020 2019 1/1/2019 Commercial papers 127 209 128772 131434
Prepaid expenses 1369 2457 1310 Covered bonds 471491 589627 497 936
Unbilled receivables 548 568 399 Senior unsecured bonds 128437 128 445 164 243
Total 1917 3025 1709 Structured retail bonds 5677 8910 10747
Total 732814 855754 804360

2020 2019  1/1/2019
Swedish central bank 49941 7
Swedish banks 32180 21573 20944
Swedish credit institutions 6938 4892 4256
Foreign central banks 29774 6306 13884
Foreign banks 27930 36305 17 460
Foreign credit institutions 257 606 401
Swedish banks, repurchase agreements 3 4
Swedish credit institutions, repurchased
agreements 1416
Foreign banks, repurchase agreements 1874 266
Total 150313 69 686 57218

2020 2019 1/1/2019
Swedish public 831048 698 948 685 044
Non-Swedish public 300299 254718 234726
Total deposits and borrowings from the
public excl repurchare agreements and
Swedish National Debt Office 1131347 953666 919770
Repurchase agreements 16824 18 641
Repurchase agreements, Swedish National
Debt Office 0 1
Swedish National Debt Office 69 328 339
Total 1148240 954013 920750

2020 2019 1/1/2019

Shares 561 247 358
Interest-bearing securities 22739 34097 37975
Total 23300 34345 38333
of which own issued shares 155 24 257
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Defined benefit pension plans are recognised in the balance sheet as a provision and

in the income statement in their entirety as a pension cost in staff costs. Revaluations
of defined benefit pension plans are recognised in other comprehensive income. The
provision in the balance sheet is a net of the pension obligations and the fair value of
the assets allocated to fund the obligations, so-called plan assets. The Group calculates
provisions and costs for defined benefit pension obligations based on the obligations’
significance and assumptions related to future development. The pension obligations
as well as the cost of services rendered and interest expense for the pension obliga-
tions include payroll tax, which is calculated according to an actuarial method.

Nearly all employees hired in the Swedish part of the Group before 2013 are covered
by the BTP2 defined benefit pension plan (a multi-employer occupational pension for
Swedish banks). According to this plan, employees are guaranteed a lifetime pension
corresponding to a specific percentage of their salary and mainly comprising retirement
pension, disability pension and survivor's pension. Remuneration levels differ for sala-
ries with different income base amounts. For salaries over 30 income base amounts,
there is no pension according to BTP2. Conseqguently, the Group'’s provision and pen-
sion cost are affected by each employee’s anticipated longevity, final salary and income
base amounts.

Amount reported in balance sheet for defined

benefit pension plans 2020 2019 1/1/2019
Funded pension obligations and payroll tax 26824 29316 24272
Unfunded pension obligations and payroll
tax 235 308 214
Fair value of plan assets -23394 -20826 -19507
Pension provisions 3665 8798 4979
Changes in defined benefit pension plans,
including payroll tax 2020 2019
Opening obligations 29624 24 486
Current service cost and payroll tax 817 706
Interest expense on pension obligations 425 580
Pension payments -801 -787
Payroll tax payments -169 -158
Remeasurement -2792 4929
Business disposal -133
Settlements -45
Closing obligations 27 059 29624
2020 2019 2020

Pension obligations, including payroll tax Number of
Active members 10688 12490 4432
Deferred members 5750 7163 10678
Pensioners 10621 9971 12962
Total 27 059 29624 28072
Vested benefits 23596 25502
Non-vested benefits 3463 4122
Total 27 059 29624

of which attributable to future salary

increases 3008 4203
Changes in plan assets 2020 2019
Opening fair value 20826 19508
Interest income on plan assets 303 470
Contributions by the employer 691 639
Pension payments -800 -787
Remeasurement 2374 1063
Settlements -68
Closing fair value 23394 20826
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The pension plan also contains a complementary retirement pension which has been
defined contribution since 2001 rather than defined benefit. In 2012 BTP was renego-
tiated as entirely a defined contribution pension plan for all new employees as of 2013.
The defined benefit pension plan therefore covers only those employed before 2013
and hence is being dissolved. The defined benefit portion of the BTP2 pension plan is
funded by purchasing pension insurance from the insurance company SPK (SPK Pen-
sion Tjdnstepensionsforening). SPK administers pensions and manages pension assets
for Swedbank and other employers. The Group has to determine its share of the plan
assets held by SPK. The share amounted to 74 per cent. This is done using the metric
SPK is likely to have used on the closing day to distribute assets if the plan were imme-
diately dissolved or if a situation arose that required an additional payment from
employers due to insufficient assets. The employers are responsible for ensuring that
SPK has sufficient assets to meet the pension plan’s obligations measured on the basis
of SPK’s legal obligations. There is no such deficit. SPK’s asset management is mainly
based on the regulations it faces. The Group’s provision and other comprehensive
income are therefore affected by SPK’s return on assets.

During 2017 PayEx was acquired. Its Swedish part provides defined benefit pension
according to the so-called ITP plan (Industry and Trade Supplementary Pension). The
benefits mainly correspond to the benefits in BTP 2. The provision in the balance sheet
was SEK 235 m (308) at the end of the year. The pension commitments are secured in
own balance sheet in accordance with the Act on Safeguarding Pension Benefits.
During 2020, approximately 180 employees entitled to the defined-benefit pension
plan ITP was transferred to the defined-contribution plan within BTP regarding future
vesting. The change entailed a settlement gain of SEK 4m.

For individuals who have been in executive positions, there are complementary indi-
vidual defined benefit pension obligations. They are funded through provisions to pen-
sion funds which comply with the Act on Safeguarding Pension Benefits.

of which of which

quoted mar- quoted mar-

ket price in ket price in

an active an active

Fair value of plan assets 2020 market 2019 market
Bank balances 461 405

Debt instruments, Swedish

government and municipalities 390 390 403 403
Derivatives, currency-related 59 28

Investment funds, interest 10923 10923 11071 11071

Investment funds, shares 7374 7374 5072 5072

Investment funds, other 4187 2006 3846 3706

Total 23394 20693 20826 20252
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Undiscounted cash flows

No maturity/dis-

Remaining maturity 2020 <1lyr 1-5yrs 5-10 yrs >10yrs counteffect Total
Pension obligations, including payroll tax 851 3410 4421 27 268 -8892 27 059
Plan assets 633 153 65 22 543 23394
Expected contributions by the employer 742
Undiscounted cash flows
No maturity/dis-
Remaining maturity 2019 <1lyr 1-5yrs 5-10yrs >10yrs counteffect Total
Pension obligations, including payroll tax 862 3397 4454 31809 -10898 29624
Plan assets 580 150 79 20017 20826
Expected contributions by the employer 949
Pension costs reported in income statement 2020 2019 Sensitivity analysis, pension obligations 2020 2019
Current service cost and payroll tax 817 706 Financial
Interest expense on pension obligations 425 580 Change in discount rate - 25 bps 1301 1511
Interest income on plan assets -303  -470 Change in salary assumption +25 bps 564 650
Settlements =4 Change in pension indexation/inflation assumption +25 bps 1196 1504
Pension cost defined benefit pension plans 936 816 Change in income base amount assumption -25 bps 250 285
Premiums paid for defined contribution pension plans Demographic
and payroll tax 644 487 ) . . .
All entitled employees choose early retirement option at maximum 723 783
Total 1579 1303 - -
Change in employee turnover assumption -25 bps 57 76
. § . Expected remaining life for a 65 years old man and woman +2 year 2091 2434
Remeasurements of defined benefit pension plans repor-
ted in other comprehensive income 2020 2019
Actuarial gains and losses based on experience 165 380 When the cost of defined benefit pension plans is calculated, financial and demographic
Actuarial gains and losses arising from changes in financial assumptions have to be made for factors that affect the size of future pension pay-
assumptions 2627 -5309 ments. The discount rate is the interest rate used to discount the value of future pay-
Return on plan assets, excluding amounts included in interest ments. The interest ratel|s pased ona rr@rket ratg qf |nterestlfl0rﬁrst-class cqrporate
income 2374 1063 bonds traded on a functioning market with remaining maturities and currencies mat-
ching those of the pension obligations. The Group considers Swedish bonds using
Total 5166 -3865 mortgages as collateral as such bonds, because of which the discount rate is based on
their quoted prices. The Group’s own issues are excluded. Quoted prices are adjusted
Actuarial assumptions, per cent 2020 2019 for remaining maturities with the help of prices for interest rate swaps. The weighted
Financial average maturity of the defined benefit obligation is nearly 21 years (21). A reduction
Discount rate. 1 lanuar 1.46 542 in the discount rate of 0.25 bp would increase the pension provision by approximately
! u 1 january : . SEK 1301m (1 511)and the pension cost by SEK 46 m (48). Future annual salary incre-
Discount rate, 31 December 141 146 ases reflect projected future salary increases as an aggregate effect of both con-
Future annual salary increases, 1 January 3.76 3.55 tractual wage increases and wage drift. Because the defined benefit pension plan no
Future annual salary increases, 31 December 301 3.76 longer covers new employees, only those employed before 2013, the salary increase
Future annual pension indexations/inflation, 1 january 1.8 192 assumpnop has been adaptgd tq assume thatthg planis cloged,As of 2014 anlage-ba-
— — - sed salary increase assumption is therefore used instead. This means that a unique
Future annual pension indexations/inflation, 31 December 151 198 salary increase assumption is set for each age group of employees. As of 2014 the
Future annual changes in income base amount, 1 January 3.73 3.66 inflation assumption is based on quoted prices for nominal and index-linked govern-
Future annual changes in income base amount, 31 December 317 3.73 ment bonds. For longer maturities that lack quoted prices, the inflation assumption is
Demographic gradually adapted to the Riksbank’s target of 2.00 percentage points. The final benefits
- - - under BTP are determined on the basis of the income base amount. Therefore, future
Entitled employees who choose early retirement option 5000 5000 changes in the income base amount have to be estimated. The assumption is based on
Future annual employee turnover 3.50 3.50 historical outcomes. Annual pension indexation has to be determined as well, since
Expected remaining life for a 65 years old man 22 22 indexation historically has always been necessary. The indexation is assumed to corres-
Expected remaining life for a 65 years old woman 24 24 pond to the inflation assumption. BTP2 gives employees born in 1966 or earlier the

option to choose a slightly earlier retirement age than normal in exchange for a slightly
lower benefit level. Since this option is totally voluntary on the part of those employ-
ees, an estimate is made of the future outcome. Early retirements jointly agreed to by
the employer and employee are recognised as they arise rather than estimated among
actuarial assumptions. The assumed remaining lifetime of beneficiaries is updated
annually.
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Life insurance Non-life insurance Total
2020 2019 1/1/2019 2020 2019 1/1/2019 2020 2019 1/1/2019
Opening balance 1416 1469 1491 478 428 343 1894 1897 1834
Provisions 701 611 645 625 648 600 1326 1259 1245
Payments -684 -677 -703 -633 -604 -530 -1317 -1281 -1233
Exchange rate differences -27 13 36 -17 6 15 -44 19 51
Closing balance 1406 1416 1469 453 478 428 1859 1894 1897

Provisions for insurance contracts

The Group allocates provisions for the insurance contracts or parts of contracts where
significant insurance risks are transferred from the policyholder to the Group. Insurance
risks differ from financial risks and mean that the Group compensates the policyholder
if a specified uncertain future event adversely impacts the policyholder. The Group is
compensated through premiums received from policyholders. Provisions are allocated

G41

for established claims and correspond to the amount that will be paid out. Provisions
are also made for damages incurred but not reported. A statistical assessment of anti-
cipated claims based on previous years’ experience with each type of insurance con-
tract is used as a basis for the provision. Assumptions are made with regard to interest
rates, morbidity, mortality and expenses.

2020 2019 1/1/2019 2020 2019 1/1/2019
Security settlement liabilities 5047 2328 5889 Accrued expenses 2842 3742 2649
Lease liabilities 3611 3659 4147 Contract liabilities 1196 641 736
Other financial liabilities 21072 22128 23687 Total 4038 4383 3385
Provisions for commitments and
financial guarantees 806 582 407
Total financial liabilities 30536 28697 34130
Restructuring provision 5 26
Other provisions 69 86 52
Total 30610 28807 34182

Recognised lease liabilities reflects the present value of future cash flows in lease agre-
ements where the Group acts as a lessee. Future cashflows of the lease liabilities are
presented in a maturity analysis within note 3.2.6. Changes in the lease liabilities are-
presented in note 3.2.8. Information about the corresponding right-of-use assets are
presented within note G31 Tangible Assets.

Future cash outflows related to potential extension and termination options in lease
agreements, that are not reflected in the measurement of lease liabilities amounted to
SEK 3 665m (3 020). Future cash outflows for leases not yet commenced to which the
Group is committed amounted to SEK 1 071m (1 047). Expenses related to short-term
leases, leases of low-value assets and variable lease payments are presented within
Other general administrative expenses in note G14.
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2020 2019 1/1/2019
Subordinated loans 14900 15453 23015
Undated subordinated loans, Additional Tier 1 capital 8534 16481 11169
Total 23434 31934 34184
Undated subordinated loans, approved by Swedish Financial Supervisory Authority as Additional Tier 1 capital
First optional call Carrying amount
Year of issue Maturity date Currency  Nominal amount SEKm Coupon interest %
2016 Undated 17 Mar 2022t usb 500 4236 6.00%
2019 Undated 17 Sep 20242 usb 500 4298 5.63%
Total 8534

The liabilities will be converted to ordinary shares in Swedbank AB if the core tier one ratio of Swedbank AB falls below 5.125 per cent or if the core tier one ratio of the consoli-
dated situation falls below 8.0 per cent.

1) The liability is converted at current share price, but not lower than USD 15.70 converted to SEK.
2) The liability is converted at current share price but not lower than USD 8.75 converted to SEK.

2020 2019 1/1/2019 Ordinary shares

Restricted equity Number of shares 2020 2019 1/1/2019
Share capital, ordinary shares 24904 24904 24804 Number of shares authorized,
Statutory reserve 9627 9665 9563 issued and fully paid 1132005722 1132005722 1132005722
Other reserve! 25903 25224 23867 Own shares -12013947 -13701333 -15331361
Total 60434 59793 58334 Number of outstanding shares 1119991 775 1118304389 1116674 361

Opening balance 1118304389 1116674361 1113629621
Non-restricted equity ; -

- Share delivery due to Equi

Currency translation from ty-settled share-based program-
foreign operations 1686 2399 2064 nes 1687 386 1630028 3044 740
Cash flow hedge reserves 1 8 4 Closing balance 1119991775 1118304389 1116 674 361
Foreign currency basis reserves -62 -33 -19 The quote value per share is SEK 22.
Own credit risk reserve -18 -5 -18

Changes in equity for the year and the distribution according to IFRS are indicated in

Share premium reserve L3206 13206 13206 the statement of changes in equity. Ordinary shares each carry one vote and a share in
Retained earnings 79921 63240 63825  profits. Treasury shares are not eligible for dividends.

Total 94734 78 815 79062

Non-controlling interest 25 25 213

Total equity 155193 138633 137 609

1) Of which development fund for internally developed software SEK 3 430m (2 660).

Swedbank Annual and Sustainability Report 2020




144

NOTES, GROUP

Financial assets 2020

Fair value through profit or loss

Mandatorily
Other business Hedging Amortised

Carrying Amount in SEKm Trading models Total  Instruments cost Total
Cash and balances with central banks 293811 293811
Treasury bills and other bills eligible for refinancing with central banks 15201 7067 22268 114923 137191
Loans to credit institutions 1582 1582 46372 47 954
Loans to the publict 39948 101 40 049 1640938 1680987
Value change of interest hedged items in portfolio hedge 1774 1774
Bonds and other interest-bearing securities 34371 25569 59940 35 59975
Financial assets for which customers bear the investment risk 252411 252411 252411
Shares and participating interests 15948 1267 17215 17215
Derivatives 38583 38583 13594 52177
Other financial assets (G32) 16451 16451
Total 145633 286 415 432 048 13594 2114304 2559946
Financial liabilities Fair value through profit or loss Hedging Amortised

Carrying Amount in SEKm Trading Designated Total  instruments cost Total
Amounts owed to credit institutions 3294 3294 147019 150313
Deposits and borrowings from the public 16824 16824 1131416 1148240
Financial liabilities for which customers bear the investment risk 253229 253229 253229
Debt securites in issue? 5677 1090 6767 726047 732814
Short position securities 23300 23300 23300
Derivatives 51675 51675 2705 54380
Senior non-preferred liabililties 10359 10359
Subordinated liabilities 23434 23434
Other financial liabilities (G41) 30536 30536
Total 100770 254319 355089 2705 2068811 2426605

1) Financial leasing agreements, when the Group is acting as lessor, are included in the valuation category Amortised Cost.
2) Nominal amount of debt securities designated at fair value through profit or loss was SEK 1 027m.
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Financial assets 2019

Fair value through profit or loss

Mandatorily
Other business Hedging Amortised

Carrying Amount in SEKm Trading models Total  Instruments cost Total
Cash and balances with central banks 195286 195286
Treasury bills and other bills eligible for refinancing with central banks 9465 7055 16520 120574 137094
Loans to credit institutions 9 9 45 443 45 452
Loans to the publict 46 667 154 46821 1605475 1652296
Value change of interest hedged items in portfolio hedge 271 271
Bonds and other interest-bearing securities 34006 23323 57329 38 57 367
Financial assets for which customers bear the investment risk 224893 224893 224893
Shares and participating interests 4041 2527 6568 6568
Derivatives 30519 30519 13905 44 424
Other financial assets (G32) 8804 8804
Total 124707 257 952 382 659 13905 1975891 2372455
Financial liabilities Fair value through profit or loss Hedging Amortised

Carrying Amount in SEKm Trading Designated Total instruments cost Total
Amounts owed to credit institutions 4 4 69 682 69 686
Deposits and borrowings from the public 18 18 953995 954013
Financial liabilities for which customers bear the investment risk 225792 225792 225792
Debt securites in issue? 8909 1876 10785 844 969 855754
Short position securities 34 345 34 345 34 345
Derivatives 39078 395078 1899 40977
Senior non-preferred liabililties 10805 10805
Subordinated liabilities 31934 31934
Other financial liabilities (G41) 28697 28697
Total 82 354 227 668 310022 1899 1940082 2252003

1) Financial leasing agreements, when the Group is acting as lessor, are included in the valuation category Amortised Cost.
2) Nominal amount of debt securities designated at fair value through profit or loss was SEK 1 676m.
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Carrying amounts and fair values of financial instruments
A comparison between the carrying amount and fair value of the Group’s financial
assets and financial liabilities is presented below.

Determination of fair values of financial instruments

The Group uses various methods to determine the fair value of financial instruments
depending on the degree of observable market data in the valuation and activity in the
market. An active market is considered a regulated or reliable marketplace where quo-
ted prices are easily accessible and which demonstrates regularity. Activity is conti-
nuously evaluated by analysing factors such as differences in bid and ask prices.

The methods are divided in three different levels:

« Level 1: Unadjusted quoted price on an active market

* Level 2: Adjusted quoted price or valuation model with valuation parameters derived
from an active market

* Level 3: Valuation model where significant valuation parameters are non-
observable and based on internal assumptions.

When financial assets and financial liabilities in active markets have market risks that

offset each other, an average of bid and ask prices is used as a basis to determine the

fair value. Where the fair value is derived from a modelling technigue, the valuation is

performed using mid prices. For any open net positions, a bid/ask adjustment is applied

to ensure that long positions are recognised at bid price and short positions - at ask

price.

In cases that lack an active market, fair value is determined with the help of establis-
hed valuation methods and models. In these cases assumptions that cannot be directly
attributed to a market may be applied. These assumptions are based on experience and
knowledge of the valuation of financial markets. The ambition, however, is to always
maximise the use of data from an active market. All valuation methods and models and
are validated continuously by the independent risk control unit. In cases where it is
considered necessary, adjustments are made to reflect fair value, so-called fair value
adjustments. This is done to correctly reflect the parameters in the financial instru-
ments and which should be considered in their valuations. For OTC derivatives, for
example, where the counterparty risk is not settled with cash collateral, the fair value
adjustment is based on the current counterparty risk (CVA and DVA). CVA and DVA are
calculated using simulated exposures; the method is calibrated with market implied
parameters.

The Group has a continuous process that identifies financial instruments which indi-
cate a high level of internal assumptions or low level of observable market data. The
process determines how to make the calculation based on how the internal assump-
tions are expected to affect the valuation. In cases where internal assumptions have a
significant impact on fair value, the financial instrument is reported in level 3. The pro-
cess also includes an analysis based on the quality of valuation data and whether any
types of financial instruments will be transferred between the various levels.

Transfers between fair value hierarchy levels are reflected as taking place at the end
of each quarter. During the years ended 2020 and 2019, there were no transfers of
financial instruments between valuation levels 1 and 2.

For floating rate lending and deposits, the carrying amount equals the fair value.

2020 2019 1/1/2019
Carrying Carrying Carrying
Fair value amount  Difference Fair value amount  Difference Fair value amount  Difference
Assets
Financial assets
Cash and balances with central banks 293811 293811 195286 195 286 163161 163161
Treasury bills etc. 137 206 137191 15 137119 137094 25 939743 99579 164
of which measured at amortised cost 114938 114923 15 120599 120574 25 80468 80304 164
of which measured at fair value through
profit or loss 22268 22268 16520 16 520 19275 19275
Loans to credit institutions 47 954 47 954 45452 45452 36 268 36 268
of which measured at amortised cost 46372 46372 45443 45443 36176 36176
of which measured at fair value through
profit or loss 1582 1582 9 9 92 92
Loans to the public 1684884 1680987 3837 1660659 1652296 8363 1629641 1627368 2273
of which measured at amortised cost 1644835 1640938 3897 1613838 1605475 8363 1589761 1587488 2273
of which measured at fair value through
profit or loss 40 049 40049 46821 46821 39880 39880
Value change of interest hedged items in portfolio
hedge 1774 1774 271 271 766 766
Bonds and interest-bearing securities 59976 59975 1 57 369 57 367 2 53316 53312 4
of which measured at amortised cost 37 36 1 40 38 2 2215 2211 4
of which measured at fair value through
profit or loss 59940 59940 57 329 57 329 51101 51101
Financial assets for which the customers bear the
investment risk 252411 252411 224893 224893 177 868 177 868
Shares and participating interest 17215 17 215 6568 6568 4921 4921
of which measured at fair value through
profit or loss 17215 17 215 6568 6568 4921 4921
Derivatives 52177 52177 44 424 44 424 39665 39665
Other financial assets (G32) 16451 16451 8804 8804 13889 13889
Total 2563859 2559946 3913 2380845 2372455 8390 2219238 2216797 2441
Investment in associates 7 287 6679 6088
Non-financial assets 27 409 29 094 23207
Total 2594 642 2408228 2246092
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2020 2019 1/1/2019
Carrying Carrying Carrying
Fair value amount  Difference Fair value amount  Difference Fair value amount  Difference
Liabilities
Financial liabilities
Amounts owed to credit institutions 150313 150313 0 69 569 69 686 -117 58595 57218 1377
of which measured at amortised cost 147019 147019 0 69 565 69 682 -117 58329 56952 1377
of which measured at fair value through profit
or loss 3294 3294 4 4 266 266
Deposits and borrowings from the public 1148231 1148240 -9 9539396 954013 -17 920745 920750 -5
of which measured at amortised cost 1131407 1131416 -9 953978 953995 -17 920107 920112 -5
of which measured at fair value through profit
or loss 16824 16824 18 18 638 638
Debt securities in issue 738196 732814 5382 861883 855754 6129 810617 804 360 6257
of which measured at amortised cost 731430 726 047 5382 851098 844 969 6129 795867 789610 6257
of which measured at fair value through profit
or loss 6767 6767 10785 10785 14750 14750
Financial liabilities for which the customers bear the
investment risk 253229 253229 225792 225792 178662 178662
Senior non-preferred liabilities 10 545 10359 186 10299 10805 -506
of which measured at amortised cost 10 545 10359 186 10299 10805 -506
Subordinated liabilities 23688 23434 254 31730 31934 -204 34366 34184 182
of which measured at amortised cost 23688 23434 254 31730 31934 -204 34 366 34184 182
Derivatives 54380 54380 40977 40977 31316 31316
Short positions securities 23300 23300 34 345 34 345 38333 38333
of which measured at fair value through profit
or loss 23300 23300 34345 34345 38333 38333
Other financial liabilities (G41) 30536 30536 28697 28697 29576 29576
Total 2432418 2426605 5813 2257288 2252003 5285 2102209 2094399 7810
Non-financial liabilities 12 844 17 592 14 084
Total 2439449 2269595 2108483

Financial instruments recognised at fair value
The following tables present fair values of financial instruments recognised at fair
value split between the three valuation hierarchy levels.

Level 1 primarily contains equities, fund shares, bonds, treasury bills, commercial
papers, debt securities in issue and standardised derivatives, where quoted prices on
an active market are used in the valuation.

Level 2 primarily contains OTC derivatives, less liquid bonds, debt securities in issue,
deposits, and investment contract liabilities in the insurance operations. Equity deriva-
tives and all instruments with optionality are valued using option pricing models cali-
brated by market implied parameters. All other interest rate, foreign exchange or credit
derivatives as well as interest-bearing instruments are valued by discounted cash
flows using market implied curves. The fair value of investment contract liabilities in
the insurance operations is determined by the fair value of the underlying assets (i.e.,
amount payable on surrender of the policies).

Level 3 primarily contains unlisted equity instruments, where the price is unobserva-
ble and the sensitivity in the value to changes in the unobservable parameter is linear
in the model applied. To estimate the unobservable price different methods are applied
depending on the type of available data. The primary method is based on executed
transactions or quoted share price of similar equities. Other inputs to these methods
are primarily prices, proxy prices, market indicators and company information. The level
3 unlisted equity instruments include strategic investments. Swedbank’s holdings in
VISA Inc. C shares are subject to selling restrictions for a period of up to 8 years and
under certain conditions may have to be returned. Liquid quotes are not available for
these shares, therefore the fair value is established with significant elements of Swed-
bank’s own internal assumptions.

During September Visa Inc. converted half of the outstanding Visa Inc. C shares to Visa
Inc. A shares. The carrying amount for the holdings in Visa Inc C at year end amounted
to SEK 602m (1 288).

When valuation models are used to determine the fair value of financial instruments
in level 3, the transaction price paid or received is assessed as the best evidence of fair
value at initial recognition. Due to the possibility that a difference could arise between
the transaction price and the fair value calculated at the time using the valuation
model, so called day 1 profit or loss, the valuation model is calibrated against the trans-
action price. As of year-end there were no cumulative differences reported in the
balance sheet.

Transfers between fair value hierarchy levels are reflected as taking place at the end
of each quarter. Financial instruments are transferred to or from level 3 depending on
whether the internal assumptions have changed in significance for the valuation.There
were no transfers of financial instruments to or from level 3 during the year.

The cumulative value change after tax, attributable to changes in Swedbank’s own
credit risk, of debt securities in issue identified to be measured to the fair value,
amounted to SEK Om (-5). The change in value amounted to SEK 5m (17) during the
year. The value change attributable to changes in own credit risk is recognised in other
comprehensive income. The change due to Swedbank’s own credit risk has been deter-
mined by calculating the difference in value based on current prices from external dea-
lers for Swedbank’s own credit risk in its own unquoted issues and the corresponding
prices on the origination date.

The following table shows financial instruments measured at fair value as per
31 December distributed by valuation level.
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At fair value 2020

Level 1 Level 2 Level 3 Total
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc 18968 3300 22 268
Loans to credit institutions 1582 1582
Loans to the public 40049 40049
Bonds and interest-bearing securities 22676 37 264 59940
Financial assets for which the customers bear the investment risk 252411 252411
Shares and participating interest 16088 1127 17 215
Derivatives 85 52092 52177
Total 310228 134287 1127 445 642
Liabilities
Amounts owed to credit institutions 3294 3294
Deposits and borrowings from the public 16824 16824
Debt securities in issue 6767 6767
Financial liabilities for which the customers bear the investment risk 253229 253229
Derivatives 69 54311 54380
Short positions securities 22307 993 23300
Total 22376 335418 357 794

2019

Level 1 Level 2 Level 3 Total
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc 12 405 4115 16520
Loans to credit institutions 9 9
Loans to the public 46821 46821
Bonds and interest-bearing securities 22935 34394 57 329
Financial assets for which the customers bear the investment risk 224893 224893
Shares and participating interest 4714 1854 6568
Derivatives 12 44412 44 424
Total 264 959 129751 1854 396 564
Liabilities
Amounts owed to credit institutions 4 4
Deposits and borrowings from the public 18 18
Debt securities in issue 10785 10785
Financial liabilities for which the customers bear the investment risk 225792 225792
Derivatives 16 40961 40977
Short positions securities 31864 2481 34 345
Total 31 880 280 041 311921
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Changes in Level 3 2020
Assets
Equity instruments Total

Opening balance 1854 1854
Purchases 9 9
Sales of assets -2 -2
Conversion to VISA Inc. A-shares -819 -819
Gains and losses recognised as Net gains and losses on financial instruments 85 85

of which changes in unrealised gains or losses for items held at closing day -84 -84
Closing balance 1127 1127
Changes in Level 3 2019

Assets
Equity instruments Derivatives Total

Opening balance 1264 2 1266
Purchases 30 30
Sales of assets -14 -14
Maturities -1 -1
Gains and losses recognised as Net gains and losses on financial instruments 574 -1 573

of which changes in unrealised gains or losses for items held at closing day 567 567
Closing balance 1854 0 1854
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Financial instruments at amortised cost

The following tables distribute fair value by the three different valuation levels for financial instruments at amortised cost. The valuation techniques used to establish fair value of
financial instruments at amortised cost are consistent with those described in section “Financial instruments recognised at fair value” above.

At amortised cost 2020
Carrying amount Fair value

Level 1 Level 2 Total
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc. 114923 196 114742 114938
Loans to credit institutions 46372 46372 46372
Loans to the public 1640938 1644835 1644835
Bonds and other interest-bearing securities 36 37 37
Total 1802 269 233 1805 949 1806 182
Liabilities
Amounts owed to credit institutions 147019 147019 147019
Deposits and borrowing from the public 1131416 1131407 1131407
Debts securities in issue 726 047 307901 423529 731430
Senior non-preferred liabilities 10359 10545 10545
Subordinated liabilities 23434 23688 23688
Total 2038275 307 901 1736188 2 044089

2019
Carrying amount Fair value

Level 1 Level 2 Total
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc. 120574 348 120251 120599
Loans to credit institutions 45443 45443 45443
Loans to the public 1605475 1613838 1613838
Bonds and other interest-bearing securities 38 40 40
Total 1771530 388 1779532 1779920
Liabilities
Amounts owed to credit institutions 69682 69 565 69 565
Deposits and borrowing from the public 953995 953978 953978
Debts securities in issue 844 969 377 666 473432 851 098
Senior non-preferred liabilities 10805 10299 10805
Subordinated liabilities 31934 31730 31730
Total 1911385 377 666 1539004 1917176
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G47

The tables below present recognised financial instruments that have been offsetinthe  to the amount of the related instruments presented in the balance sheet; therefore any

balance sheet under IAS 32 and those that are subject to legally enforceable master over-collateralisation is not included. Amounts that are not offset in the balance sheet
netting or similar agreements but do not qualify for offset. Such financial instruments are presented as a reduction to the financial assets or liabilities in order to derive net
relate to derivatives, repurchase and reverse repurchase agreements, securities bor- asset and net liability exposures. The amounts offset for derivative assets includes off-
rowing and lending transactions. Collateral amounts represent financial instrumentsor ~ set cash collateral of SEK 3 934m (2 783) derived from the balance sheet item

cash collateral received or pledged for transactions that are subject to a legally enfor- Amounts owed to credit institutions. The amount offset for derivative liabilities include
ceable master netting or similar agreements and which allow for the netting of obliga- cash collateral offsets of SEK 6 061m (4 701).

tions against the counterparty in the event of a default. Collateral amounts are limited

Assets 2020 2019
Reverse Reverse
repurchase Securities repurchase Securities
Derivatives agreements borrowing Total Derivatives agreements borrowing Total
Financial assets, which not have been offset or are not subject
to netting agreements 2368 2368 2002 2002
Financial assets, which have been offset or are subject to net-
ting agreements 49809 41529 14 91352 42422 46677 276 89375
Net carrying amount on the balance sheet 52177 41529 14 93720 44 424 46677 276 91377

Financial assets, which have been offset or are subject to
netting agreements

Gross amount 139554 84 795 14 224363 114736 97 585 276 212597
Offset amount -89 745 -43 265 -133010 -72314 -50908 -123222
Net carrying amount on the balance sheet 49 809 41529 14 91352 42 422 46677 276 89375

Related amount not offset on the balance sheet

Financial instruments, netting agreements 18088 1600 19688 15338 15338
Financial instruments, collateral 10 39925 14 39949 8 46677 276 46961
Cash, collateral 15274 4 15278 11897 11897
Total amount not offset on the balance sheet 33372 41529 14 74915 27 243 46677 276 74196
Net amount 16 438 16 438 15179 15179
Liabilities 2020 2019
Repurchase Securities Repurchase Securities

Derivatives agreements lending Total Derivatives agreements lending Total
Financial liabilities, which have not been offset or are not sub-
ject to netting agreements 2234 2234 2735 2735
Financial liabilities, which have been offset or are subject to
netting agreements 52 146 20118 54 72318 38182 23 38205
Net carrying amount on the balance sheet 54 380 20118 54 74 552 40977 23 41 000

Financial liabilities, which have been offset or are subject
to netting agreements

Gross amount 144018 63383 54 207455 112414 50931 163 345
Offset amount -91872 -43 265 -135137 -74232 -50908 ~125 140
Net carrying amount on the balance sheet 52 146 20118 54 72318 38182 23 38 205

Related amount not offset on the balance sheet

Financial instruments, netting agreements 18088 1600 19688 15338 15338
Financial instruments, collateral 5741 18518 54 24313 3264 3264
Cash, collateral 15551 15551 16 081 23 16104
Total amount not offset on the balance sheet 39 380 20118 54 59552 34 683 23 34 706
Net amount 12766 12766 3499 3499
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2020 2019
2020 2019 Ordinary shares SEK per share Total SEK per share Total

Amortised origination fees -647 -696  Dividend paid 14.20 15878
Unrealised changes in value/currency changes -210 -534  Proposed dividend 2.90 3252 8.80 9856
Capital gains/losses on sale of subsidiaries and associates -3 -65
Canital eains/losses on sale of condominiums 8 At the Annual General Meeting on 28 May 2020, no decision was made on the propo-

p. g — - sed dividend for the financial year 20189. Instead, an Extraordinary General Meeting on
Undistributed share of equity in associates -582 -822 15 February 2021 decided to make a cash dividend of SEK 4,35 per ordinary share for
Depreciation and impairment of tangible fixed assets the financial year 2019, which corresponded to SEK 4 871m. The dividend was paid on
including repossessed leased assets 1108 1127 22 February 2021.
Amortisation and impairment of goodwill and other intan-
gible assets 472 509 The Board of Directors recommends that shareholders receive a dividend of SEK 2,90
Credit impairment 4509 1671 (8.80) per ordinary share in 2021 for the financial year 2020, corresponding to

- - SEK 3 252m (8 856).

Prepaid expenses and accrued income 1108 -1318
Accrued expenses and prepaid income -5478 4818  For more information see parent company note P43,
Share-based payment 178 272
Other -8 2
Total 447 4952

The cash flow statement shows receipts and payments during the year as well as cash
and cash equivalents at the beginning and end of the year. The cash flow statement is
reported using the indirect method and is divided into payments from operating
activities, investing activities and financing activities.

Operating activities
Cash flow from operating activities is based on operating profit for the year. Adjust-
ments are made for items not included in cash flow from operating activities. Changes
in assets and liabilities from operating activities consist of items which are part of
normal business activities, such as loans to and deposits and borrowings from the
public and credit institutions, and which are not attributable to investing and financing
activities.

Cash flow includes interest receipts of SEK 33 244m (36 372) and interest payments
of SEK' 5 042m (9 809). Capitalised interest is included.

Investing activities

Investing activities consist of purchases and sales of businesses and other fixed assets
such as owner-occupied properties and equipment, and strategic financial assets. Stra-
tegic financial assets refer to holdings of interest-bearing securities held to maturity
and strategic shareholdings in companies other than subsidiaries and associates.

2020
During the year contributions were provided to joint ventures Invidem AB of SEK 23m
(57) and P27 Nordic Payments Platform AB of SEK 31m (24).

During the fourth quarter, the Visa Inc. A shares were sold and Swedbank received
a cash payment of SEK 794m.
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During the third quarter, the shares in the Finnish credit information company Enento
Group was sold. Swedbank received a cash payment of SEK 570m.
During the second quarter the associated company Svensk Mdklarstatistik AB was
sold. Swedbank received a cash payment of SEK 5m and the capital gain was SEK 3m.
During the first quarter of 2017, the associated company Hemnet AB was sold.
Swedbank received parts of the cash payment, SEK 71m, in the first quarter of 2020
as well as in the first quarter of 2019.

2019
During the fourth quarter the associated company Babs Paylink AB was sold. Swed-
bank received a cash payment of SEK 113m. The capital gain was SEK 25m.

During the third quarter, 11 per cent of the subsidiary Olands Bank AB was sold.
Swedbank AB’s ownership subsequently amounts to 49 per cent, and as a result the
company is accounted for as an associated company according to the equity method
from the date of disposal. Swedbank received a cash payment of SEK 52m. The capital
gain was SEK 40m.

Cash and cash equivalents
Cash and cash equivalents consist of cash and balances with central banks, which
correspond to the balance sheet item Cash and balances with central banks. Cash
and cash equivalents in the statement of cash flow are defined according to IAS 7
and do not correspond to what the Group considers liquidity.

What the Group considers to be liquidity and the Group’s risk management of liqui-
dity risks are described in note G 3.2
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Such financial assets are also recognised as assets pledged. One example of assets
pledged is when financial assets of a certain value are transferred to derivative coun-
terparties to offset their credit risk vis-a-vis the Group. Another example involves cer-
tain transfers of financial assets that the Group is obligated to repurchase, so-called
repos. A third example is that certain types of credit can be included in the cover pool

Assets pledged for covered bonds and thereby give preferential rights to the assets to investors who
Assets pledged for own liabilities 2020 2019  1/1/2019 hold such bonds. Because of the pledges and other arrangements mentioned above,
" the value of the financial assets in question cannot be utilised in any other way as long
Government securities and bonds pledged as the pledge or arrangement remains in effect. The transactions are made on commer-
with the Swedish Riksbank 50725 10000 9776 % terﬁqs g g :
Government securities and bonds pledged '
with foreign central banks 12401 5356 6691 Contingent liabilities
Government securities and bonds pledged Nominal amount 2020 2019 1/1/2019
for liabilities to credit institutions, repur-
chase agreements 10986 8687 Ggpp  0dnsuarantees 512l 6263 7646
- Other guarantees 41676 41767 36827
Government securities and bonds pledged
for deposits from the public, repurchase Accepted and endorsed notes 828 1200 1988
agreements 17515 15680 13506 Letters of credit granted but not utilised 3071 2778 2528
Loans used as collateral for covered bonds1 561 209 578758 497 691 Other contingent liabilities 172 27 366
Financial assets pledged for investment con- Total 50 868 52035 49 355
tracts 247632 220589 174668
Cash 18464 9002 4470 Commitments
Total 918932 848072 713722 Nominal amount 2020 2019  1/1/2019
. o . Loans granted but not paid 259683 223108 215662
The carrying amount of liabilities for which assets are pledged amounted to draft facilit b lised 5 " 677
SEK 813 125m (839 629) for the Group. Overdraft facilities granted but not utilise 6649 64 305 626
Total 326175 287413 278339
Other assets pledged 2020 2019 1/1/2019
Shares — 447 84 185 Credit impairment provisions for contingent
Government securities and bonds pledged liabilities and commitments -806 -582 -407
for other commitments 6256 3475 1858
Cash 463 436 445 M aunderi
Total 7166 3995 2489 . onoylaundening

Companies in the Group regularly pledge financial assets as collateral for their obliga-
tions to central banks, stock exchanges, central securities depositories, clearing organi-
sations and other institutions with similar or closely related functions, as well as to
insurance policyholders. The transactions can be made by one or more companies in the
Group depending on the operations of each company. These financial assets are reco-
gnised as assets pledged. Companies in the Group also participate in arrangements
that are not pledges but where financial assets are used for similar purposes.

Swedbank is cooperating with authorities in the United States, who are conducting
investigations into Swedbank’s historic AML compliance and the Group’s response the-
reto, as well as related issues involving the Group’s anti-money laundering controls and
certain individuals and entities who may at some time have been customers of the
Group. The timing of the completion of the investigations is still unknown and the out-
come is still uncertain. At present, it is not possible to reliably estimate the amount of
any potential settlement or fines, which could be material.

The Group transfers ownership of financial assets in connection with repos and
security loans. Although ownership has been transferred in these transactions, the
asset remains on the balance sheet since the Group is still exposed to the asset’s risk of
fluctuating in value. This is because the agreement stipulates at the time of transfer
that the asset will be restored. The sales proceeds received in connection with repos
are recognised as liabilities. Related liabilities are reported in the note before any off-
setting in the balance sheet. All assets and related liabilities are recognised at fair value
and included in the valuation category fair value through profit and loss, trading.

Transferred assets

Liabilities related to securities lending refer to collateral received in the form of cash.
These liabilities are reported in the valuation category amortised cost. In addition to
what is indicated in the table for securities lending, collateral is received in the form of
other securities to cover the difference between the fair value of the transferred assets
and the recognised liability’s fair value. As of year-end the Group had no transfers of
financial assets that had been derecognised and where the Group has continuing invol-
vement.

Associated liabilities

Carrying Of which repurchase  Of which securities Carrying Of which repurchase  Of which securities
2020 amount agreements lending amount agreements lending
Shares 447 447 47 47
Debt securities 28502 28502 28513 28513
Total 28949 28502 447 28560 28513 47

Transferred assets Associated liabilities

Carrying Of which repurchase  Of which securities Carrying Of which repurchase  Of which securities
2019 amount agreements lending amount agreements lending
Shares 84 84
Debt securities 24367 24367 24209 24209
Total 24 451 24 367 84 24 209 24 209
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G353

Associates and
joint ventures

Other related parties

Assets 2020 2019 2020 2019
Loans to credit institutions 15730 16 307

Loans to the public 10 5

Derivatives 20 9

Total assets 15760 16320

Liabilities

Amount owed to credit institutions 4968 3712

Deposits and borrowing from the

public 3 738 455
Debt securities in issue, etc. 633 597

Derivatives 10 9

Other liabilities 41 81

Total liabilities 5655 4398 738 455
Derivatives, nominal amount 808 1013

Income and expenses

Interest income 122 142

Commission income 429 411

Commission expenses 484 399

Other income 653 500

Other general administrative expenses 4 0
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Associates and Joint ventures

Investments in associates and joint ventures are specified in note G27.

During the year the Group provided capital injections to joint ventures of SEK 54m
(81). Dividend received from associates and joint ventures amounted to SEK 2m (529).
As of 31 December associates have issued guarantees and pledged assets of SEK 570m
(643) on behalf of Swedbank.

The Group has sold services to associates and joint ventures that are not credit insti-
tutions primarily in the form of product and systems development as well as marketing.
The Group’s expenses to, and purchases of services from, associates and joint ventures
that are not credit institutions mainly consist of payment services and cash manage-
ment.

The five partly owned banks that are associates sell products that are provided by
the Group and receive commissions for servicing the products. The cooperation
between the partly owned banks and Swedbank is governed by the agreement descri-
bed in the section, Other significant relationships. The Group’s holding in EnterCard is a
joint venture. EnterCard issues debit and credit cards in Sweden and Norway to Swed-
bank’s customers. Swedbank AB finances EnterCard'’s corresponding holding.

Key persons
Disclosures regarding Board members and the Group Executive Committee can be
found in note G13 Staff costs and other staff-related key ratios.

Other related parties
Swedbank’s pension funds and Sparinstitutens Pensionskassa secure employees’ pos-
temployment benefits. They rely on Swedbank for traditional banking services.

Other significant relationships
Swedbank has a close and comprehensive cooperation with 58 of the in all 59 Savings
banks in Sweden.Through the cooperation, the Savings banks are able to offer the pro-
ducts and services of Swedbank and its subsidiaries to their customers. In addition to
marketing and product issues, close cooperation exists in a number of administrative
areas. Swedbank is the clearing bank for the Savings banks and provides a wide range
of IT services. The cooperation also offers the possibility to distribute development
costs over a larger business volume.

The Savings banks and Savings bank foundations together represent one of the
largest shareholder groups in Swedbank, with a total of 14.5 per cent (14.3) of the
voting rights.
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A structured entity is an entity that has been designed so that voting or similar rights
are not the dominant factor in deciding who controls the entity, such as when all
voting rights relate to administrative tasks and the relevant activities are directed by
means of contractual arrangements. During the year Swedbank owned interests in
structured entities that were not consolidated since Swedbank did not control the enti-
ties. Information on the Group’s interests in unconsolidated structured entities is provi-
ded below.

Sponsor definition

Swedbank is a sponsor of structured entities when the Group sets up and determines
the design of a structured entity and when the structured entity’s products are associ-
ated with Swedbank’s brand.

Investment funds
Swedbank is a primarily sponsor of investment funds where the Group serves as a
manager. Swedbank’s interests in such funds mainly refer to capital investments by the
Group's insurance operations, starting capital and fees received to manage the funds’
investments. Asset management fees are based on the fair value of the funds’ net
assets. Consequently, these fees expose Swedbank to a variable return based on the
funds’ performance. Swedbank has provided unused loan commitments to these
investment funds, which entails a financial support to the investment funds.
Swedbank’s interests in unconsolidated structured entities are shown below.
The interests do not include ordinary derivatives such as interest rate and currency
swaps and transactions where Swedbank creates rather than receives variable returns
from the structured entity. Total assets in Group sponsored investments funds
amounts to SEK 1 220 162 m (1 083 269).

2020 2019

Group Sponsored Group Sponsored

Investment Funds Total Investment Funds Total
Financial assets of which the customers bear the investment risk 18376 18376 18304 18304
Shares and participating interests 184 184 175 175
Total assets recognised in the balance sheet 18 560 18 560 18479 18479
Loan commitment 595 595 2055 2055
The Group’s maximum exposure to loss 19155 19155 20534 20534
Total income from interests (1) 7037 7037 8092 8092

1) The result from interests in unconsolidated structured entities includes asset management fees, changes in fair value and interest income.

During the year Swedbank did not provide any non-contractual financial or other support to unconsolidated structured entities and as of the closing day had no intention to

provide such support.
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Change 2020 2019
Net interest income, 12 months,*
Increased interest rates + 1 % point 9880 7535
Decreased interest rates - 1% point -5395 -4968
Change in value,®
Market interest rate + 1 % point 316 1052
- 1% point -331 -1544
Stock prices +10% 5 15
-10% -7 1
Exchange rates +5% 66 72
-5% -56 22
Other
Stock market performance,? +/-10% +/-531 +/-532
Staff changes +/-100
persons +/-73 +/-74
Payroll changes +/-1 % point +/-110 +/-100
Credit impairment ratio +/- 0.1 % point +/-1729 +/-1698

1) The NIl sensitivity calculation covers all interest bearing assets and liabilities, inclu-
ding derivatives, in the banking book. It is a static analysis with parallel shifts
across the interest rate curve that takes place over-night, and illustrates the effect
on NIl for a 12 month period. Maturing assets and liabilities during the 12 month
period are assumed to be repriced to the existing contractual interest rate +/- the
shift. The assets that are re-priced are assumed to have the same interest rate
throughout the remaining part of the 12-month period. Contractual reference rate
floors on floating asset contracts are taken into account in the sensitivity calcula-
tion. In the positive shift transaction accounts are assumed to have 0% elasticity
(i.e. there is no adjustment made to the paid interest) while all other deposits have
a 100% elasticity to changes in the market rate (i.e. adjustments are made to the
interest paid). In the negative shift scenario a floor of 0% on contractual rates for
deposits from private individuals is applied. All other balance sheet items allow for
negative contractual rates.

2) The calculation refers to the immediate effect on profit of each scenario for the
Group's interest rate positions at fair value and its equity and currency positions.
Note that nonsymmetric effects can occur due to non-linear products.

3) Refers to the effect on net commission income from a change in value of Swedbank
Robur’s equity funds.
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On 15 January, Bjérn Meltzer accessed acting Head of the business area Large Corpora-
tes & Institutions. Bjorn Meltzer had until then been CFO of Large Corporates & Institu-
tions. The recruitment of a permanent head has begun.

On 1 February, it was announced that Swedbank's Board of Directors had decided to
establish a Baltic subsidiary in the form of a holding company headquartered in Riga,
where ownership of the current subsidiary banks in Estonia, Latvia and Lithuania will
be placed. The measures, which are a result of the corporate governance evaluation,
strengthen both Swedbank's internal governance and the Baltic subsidiary banks. The
decision will not result in any changes for the Group’s customers in its home markets
of Estonia, Latvia, Lithuania and Sweden.

On 28 January, the Estonian FSA announced that it had assessed the final report
on measures regarding AML/CTF that Swedbank AS submitted on 19 November 2020.
The Estonian FSA considers the measures taken to be sufficient and that they have no
further remarks. In its assessment, the Estonian FSA has also taken into account the
action plan for development presented by Swedbank. The supervision of Swedbank’s
continued work in the AML/CTF area will thus take place within the framework of
regular supervisory work.

On 15 February, an Extraordinary General Meeting was held. The meeting decided to
make a cash dividend of SEK 4.35 per ordinary share for the financial year 2013, which
corresponded to SEK 4 871m. The dividend was paid on February 22nd.

On 25 February, the Board of Directors decided not to file claims against the former
CEOs and board members for the time they were employed in the financial year 2019.
The likelihood of success was considered extremely low.
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2019 Previous reporting Change New reporting
Operating activities

Profit before tax 24420 24420
Adjustments for non-cash items in operating activities 4952 4952
Taxes paid -5981 -5981
Increase (-) /decrease (+) in loans to credit institution -9130 -9130
Increase (-) /decrease (+) in loans to the public -27 282 -27 282
Increase (-) /decrease (+) in holdings of securities for trading -43187 -43187
Increase (-) /decrease (+) in other assets -678 -678
Increase (+) /decrease (-) in amounts owed to credit institutions 12 249 12 249
Increase (+) /decrease (-) in deposits and borrowings from the public 33488 33488
Increase (+) /decrease (-) in debt securities in issue? 40561 40561
Increase (+) /decrease (-) in other liabilities 8556 8556
Cash flow from operating activities -2593 40561 37 968
Investing activities

Business disposal 52 52
Acquisitions of and contributions to joint ventures -81 -81
Disposals of shares in associates 184 184
Dividends from associates and joint ventures 529 529
Acquisition of other fixed assets and strategic financial assets -224 -224
Disposals of/maturity of other fixed assets and strategic financial assets 535 535
Cash flow from investing activities 995 995
Financing activities

Amortisation of lease liabilities -718 -718
Issuance of interest-bearing securities! 148250 -148250

Redemption of interest-bearing securities! -94 929 94929

Issuance of commercial papers 483 569 -483 569

Redemption of commercial papers -487 865 487 865

Issuance of senior non-preferred liablities* 11266 11266
Issuance of subordinated liabilities* 4909 4909
Redemption of subordinated liabilities* -7711 -7711
Dividends paid -15893 -15893
Cash flow from financing activities 32414 -40561 -8147
Cash flow for the year 30816 30816
Cash and cash equivalents at the beginning of the year 163161 163161
Cash flow for the year 30816 30816
Exchange rate differences on cash and cash equivalents 1309 1309
Cash and cash equivalents at end of the year 195 286 195 286
1) Issuance of interest-bearing securities 2) Debt securities in issue

Covered bonds 131039 Covered bonds 89 604

Structured retail bonds 1036 Other interest-bearing bonds -42231

Total 132075 Structured retail bonds -2516

Senior non-preferred liablities 11266 Commercial papers -4296

Subordinated liabilities 4909 Total 40561

Total 148 250

Redemption of interest-bearing securities

Covered bonds -41435

Other interest-bearing bonds 42231

Structured retail bonds -3552

Total -87218

Senior non-preferred liablities 0

Subordinated liabilities -7711

Total -94 929
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Income statement, Parent company

FINANCIAL STATEMENTS, PARENT COMPANY

SEKm Note 2020 2019
Interest income on financial assets measured at amortised cost 12727 12475
Other interest income 1030 1480
Leasing income 4835 4815
Interest income 18592 18770
Interest expense -3529 -5692
Net interest income P5 15063 13078
Dividends received P6 16 201 19823
Commission income 7779 9607
Commission expense -2180 -3382
Net commission income P7 5599 6225
Net gains and losses on financial items P8 2243 2202
Other income P9 1923 1679
Total income 41 029 43 007
Staff costs P10 8743 8349
Other general administrative expenses P11 6531 6595
Depreciation/amortisation and impairment of tangible and intangible assets P12 4820 4768
Administrative fine 4000

Total expenses 24094 19712
Profit before impairment 16935 23295
Credit impairment, net P13 4068 1514
Impairment of financial fixed assets P14 -16 22
Operating profit 12883 21759
Appropriations P15 -42 78
Tax expense P16 3089 3685
Profit for the year 9836 17996
Stat t of hensive i

atément or comprenensive income
’

SEKm Note 2020 2019
Profit for the period reported via income statement 9836 17 996
Total comprehensive income for the period 9836 17 996
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Balance sheet, Parent company

SEKm Note 2020 2019 1/1/2019
Assets

Cash and balances with central banks 167121 107 596 80903
Treasury bills and other bills eligible for refinancing with central banks, etc. P17 131857 132934 96 006
Loans to credit institutions P18 669 495 537151 523699
Loans to the public P19 428997 422794 428966
Bonds and other interest-bearing securities P20 60631 58150 56 407
Shares and participating interests P21 16576 6235 4629
Investments in associates and joint ventures P22 2339 2315 2085
Investments in Group entities P23 63 406 63082 62135
Derivatives P24 59 644 48332 43275
Intangible assets P26 328 366 351
Leasing equipment P27 16135 16 024 16170
Tangible assets P28 580 569 576
Current tax assets 1275 2197 1935
Deferred tax assets P16 146
Other assets P29 28 586 21418 25 666
Prepaid expenses and accrued income P30 1634 2747 1589
Total assets 1648604 1421910 1344538
Liabilities and equity

Liabilities

Amounts owed to credit institutions P31 246 804 161454 83218
Deposits and borrowings from the public P32 869 222 719211 700 256
Debt securities in issue P33 259922 263181 303622
Derivatives P24 74236 693908 54063
Current tax liabilities 363 832 1284
Deferred tax liabilities P16 152 477

Other liabilities P34 46 327 55589 63992
Accrued expenses and prepaid income P35 2856 3734 1793
Provisions P36 814 643 427
Senior non-preferred liabilitites 10359 10805

Subordinated liabilities P37 23434 31934 34184
Total liabilities 1534489 1317 768 1242839
Untaxed reserves P38 10682 10724 10647
Equity

Share capital 24904 24904 24904
Other funds 19174 19174 5968
Retained earnings 59355 49340 60180
Total equity P39 103 433 93418 91 052
Total liabilities and equity 1648 604 1421910 1344538

The balance sheet and income statement will be adopted at the Annual General Meeting on 25 March 2021.
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Statement of changes in equity,
Parent company

Share premium Statutory Retained

SEKm Share capital reserve reserve earnings Total
Opening balance 1 January 2020 24904 13 206 5968 49 340 93418
Share-based payments to employees 178 178
Deferred tax related to share-based payments to employees 7 7
Current tax related to share-based payments to employees -6 -6
Total comprehensive income for the year 9836 9836

of which through the Profit and loss account 9836 9836
Closing balance 31 December 2020 24 904 13206 5968 59355 103433
Opening balance 1 January 2019 24904 13206 5968 46974 91 052
Dividend -15878 -15878
Share-based payments to employees 272 272
Deferred tax related to share-based payments to employees -34 -34
Current tax related to share-based payments to employees 10 10
Total comprehensive income for the year 17996 17996

of which through the Profit and loss account 17 996 17 996
Closing balance 31 December 2019 24904 13206 5968 49 340 93418
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Statement of cash flow, Parent company

SEKm Note 2020 2019
Operating activities

Operating profit 12883 21759
Adjustments for non-cash items in operating activities P42 -4298 -4917
Taxes paid -2 866 -3779
Increase (-) / decrease (+) in loans to credit institution -132378 -13441
Increase (-) / decrease (+) in loans to the public -9762 5672
Increase (-) / decrease (+) in holdings of securities for trading -13239 -39792
Increase (+) / decrease (-) in deposits and borrowings from the public 149979 18942
Increase (+) / decrease (-) in amounts owed to credit institutions 85 386 78710
Increase (-) / decrease (+) in other assets -37316 6995
Increase (+) / decrease (-) in debt securities in issue 12 444 -49039
Increase (+) / decrease (-) in other liabilities -2 445 8353
Cash flow from operating activities 58 388 29463
Investing activities

Acquisition of and contribution to Group entities, associates and joint ventures -55 -992
Disposal of/repayment from Group entities and associates 87 166
Business disposals 360
Acquisition of other fixed assets and strategic financial assets -7 844 -8343
Disposals of other fixed assets and strategic financial assets 4348 3842
Dividends and Group contributions received 12576 9611
Cash flow from investing activities 9112 4644
Financing activities

Issuance of senior non-preferred liabilities pe.2 11266
Redemption of senior non-preferred liabilities pe.2 -94 0
Issuance of subordinated liabilities pe.2 4909
Redemption of subordinated liabilities p2.2 -7 881 -7711
Dividends paid -15878
Cash flow from financing activities -7975 -7414
Cash flow for the year 59525 26 693
Cash and cash equivalents at the beginning of the year 107 596 80903
Cash flow for the year 59525 26 693
Cash and cash equivalents at end of the year 167 121 107 596

1) Changed presentation, refer to Note P49.

Comments on the cash flow statement

The cash flow statement shows receipts and payments during the year as well as cash
and cash equivalents at the beginning and end of the year. The cash flow statement is
reported using the indirect method and is divided into payments from operating activi-
ties, investing activities and financing activities.

Operating activities

Cash flow from operating activities is based on operating profit for the year. Adjust-
ments are made for items not included in cash flow from operating activities. Changes
in assets and liabilities from operating activities consist of items which are part of nor-
mal business activities such as loans to and deposits from the public and credit institu-
tions, and which are not attributable to investing and financing activities. Cash flow
includes interest receipts of SEK 17 589m (18 894) and interest payments of

SEK 3 089m (5 676). Capitalised interest is included.

Investing activities

Investing activities consist of purchases and sales of strategic financial assets or other
fixed assets, contributions to and repayments from subsidiaries, associates or joint
ventures.

2020

In December the liquidations of the subsidiaries Cerdo Bankpartner AB and Swedbank
First Securities LLC were approved. Distribution proceeds of SEK 26m for Cerdo Bank-
partner AB and SEK 61m for Swedbank First Securities LLC were received. In October
Visa Inc. A shares were sold and a cash payment of SEK 794m was received. In Septem-
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ber the shareholding in the Finnish credit information company Eneto Group was sold
and a cash payment of SEK 570m was received. In August Swedbank AB originated a
convertible debt to Kaching AB for SEK 5m. Contributions were during the year provi-
ded to Invidem AB of SEK 23m and to P27 Nordic Payment Platform AB of SEK 31m.

2019

On August 1, 11 percentage points of the subsidiary Olands Bank AB was sold, and as a
result the company is classified as an associated company. A cash payment of SEK 52m
was received and the capital gain was SEK 27m. On November 4, the associated com-
pany BABS Paylink was sold and a cash payment of SEK 113m was received. Recogni-
sed gain amounted to SEK 93m. On June 11 Swedbank AB acquired 10 percent in
Kaching AB paying SEK 20m. Contributions were during the year provided to Swed-
bank PayEx Holding AB of SEK 875m, to Swedbank Management S.A. of SEK 16m, to
Ektornet AB of SEK 7m, to Nordic KYC Utility AB of SEK 24m and to P27 Nordic Pay-
ments Platform AB of SEK 57m. During the year the acquiring business in Swedbank
AB was transferred to Swedbank PayEx Holding Sverige AB of SEK 360m. Other acqui-
sitions and divestments/maturities of strategic financial assets refer to holdings in
interest-bearing securities reported in the business model hold to collect.

Cash and cash equivalents

Cash and cash equivalents consist of cash and balances with central banks, which
correspond to the balance sheet item Cash and balances with central banks. Cash and
cash equivalents in the statement of cash flow are defined according to IAS 7 and do
not correspond to what considers liquidity.
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All amounts in the notes are in millions of Swedish kronor (SEKm) and represent carrying amounts unless indicated otherwise. Figures in parentheses refer to the previous year.

Accounting policies

BASIS OF ACCOUNTING

As arule, the parent company follows IFRS standards and the accounting principles
applied in the consolidated financial statements, as reported on pages 63-70. In addi-
tion, the parent company is required to consider and prepare its annual report in accor-
dance with the Annual Accounts Act for Credit Institutions and Securities Companies,
the regulations and general advice of the Swedish Financial Supervisory Authority
FFFS 2008:25 and recommendation RFR 2 Reporting for Legal Entities issued by the
Swedish Financial Reporting Board. The parent company’s annual report is therefore
prepared in accordance with IFRS to the extent in which it is compliant with the Annual
Accounts Act for Credit Institutions and Securities Companies, RFR 2 and the Swedish
Financial Supervisory Authority regulations. The most significant differences in prin-
ciple between the parent company’s accounting and the Group’s accounting policies
relate to the recognition of:

« the currency component in currency hedges of investments in foreign subsidiaries
and associates and joint ventures.

« associates and joint ventures.

« goodwill and internally generated intangible assets

« leasing agreements when the parent company act as a lessee

« finance leases when the parent company act as a lessor

* pensions

« untaxed reserves and Group contributions, and

* operating segments

The headings in the financial statements follow the Annual Accounts Act for Credit
Institutions and Securities Companies and the Swedish Financial Supervisory Authori-
ty’s regulations, thus they differ in certain cases from the headings in the Group'’s
accounts.

OTHER CHANGES IN IFRS AND SWEDISH REGULATIONS

Other new or amended IFRS standards or interpretations or Swedish regulations issued
and not yet adopted are not expected to have a significant impact on the parent com-
pany’s financial position, results, cash flows or disclosures.

SIGNIFICANT DIFFERENCES IN THE PARENT COMPANY’S ACCOUNTING
POLICIES COMPARED WITH THE GROUP’S ACCOUNTING POLICIES

Hedging of net investments in foreign operations
The currency component of liabilities that constitute currency hedges of net invest-
ments in foreign subsidiaries and associates is valued at cost in the parent company.

Associates and joint ventures

Investments in associates and joint ventures are recognised in the parent company
at cost less any impairment. All dividends received are recognised in profit or loss in
Dividends received.

Subsidiaries

Investments in subsidiaries are recognised according to the acquisition cost method.
The investments’ value is tested for impairment if there is any indication of diminished
value. In cases where the value has decreased, it is written down to its value at Group
level. All dividends received are recognised through profit or loss in Dividends received.

Intangible assets

The parent company amortises goodwill systematically based on estimated useful life.
All expenditures, including development, which are attributable to internally generated
intangible assets are expensed through profit or loss.

Leasing agreements

Lessee

The Parent Company has according to the option in RFR 2 chosen not to apply IFRS 16,
which means that accounting for leases in the parent company has not been changed.
The parent company acts as the lessee for operating leases, which are those leases
where the lessor bears the economic risks and benefits. Lease payments where the
parent company acts as lessee are expensed linearly over the lease term.

Lessor

The parent company recognises finance leases as operating leases. This means that the
assets are recognised as equipment with depreciation within Depreciation/amortisa-
tion of tangible and intangible assets in the income statement. Rent income is recogni-
sed as leasing income within Net interest income in the income statement.

Pensions

The parent company recognises pension costs for Swedish defined benefit pension
plans according to the Act on Safeguarding Pension Benefits, which means that they
are recognised as defined contribution plans. Premiums paid to defined contribution
plans are expensed when an employee has rendered his/her services.

Untaxed reserves and Group contributions

Due to the connection between accounting and taxation, the deferred tax liability
attributable to untaxed reserves is not recognised separately in the parent company.
The reserves are instead recognised gross in the balance sheet and income statement.
Group contributions received are recognised through profit or loss in Dividends
received.

Operating segments

The parent company does not provide segment information, which is provided in the
Group. A geographical distribution of revenue is reported, however.
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Risks

Swedbank’s risk management is described in note G3. Specific information on the parent company’s risks is presented in the following tables.

2.1 Credit risks

2020 2019
Non Credit-lmpaired Non Credit-lImpaired

Loans to credit institutions Stage 1 Stage 2 Total Stage 1 Stage 2 Total
Gross carrying amount
Opening balance 536 542 515 537057 519056 101 519157
Closing balance 608 546 27 608573 536 542 515 537057
Credit impairment provisions
Opening balance 13 9 22 5 1 6
Movements affecting Credit impairments line
New and derecognised financial assets, net 5 0 5 7 6 13
Changes in risk factors (EAD, PD, LGD) 19 -7 12 0 0 0
Changes in macroeconomic scenarios 0 0 0 1 1
Stage transfers 0 -1 -1 0 2 2

from stage 1 to stage 2 0 2 2

from stage 2 to stage 1 0 -1 -1 0 0 0
Total movements affecting Credit impairments line 24 -8 16 8 8 16
Movements recognised outside Credit impairments line
Change in exchange rates -1 -1
Closing balance 37 0 37 13 9 22
Carrying amount
Opening balance 536529 506 537035 519051 100 519151
Closing balance 608509 27 608536 536529 506 537035
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2020 2019
Non Credit-lmpaired Credit-Impaired Non Credit-lmpaired Credit-lmpaired
Loans to the public Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Gross carrying amount
Opening balance 331781 38660 10981 381422 345 145 40607 8041 393793
Closing balance 345263 42 560 7935 395758 331781 38660 10981 381422
Credit impairment provisions
Opening balance 384 802 4266 5452 389 1175 3143 4707
Movements affecting Credit impairments line
New financial assets 133 166 17 316 155 164 88 407
Derecognised financial assets -72 -72 -1783 -1927 -136 -357 -757 -1250
of which write-offs -1575 -1575 -614 -614
Changes in risk factors (EAD, PD, LGD) 28 83 -12 99 -25 -162 32 -155
Changes in macroeconomic scenarios -6 -25 0 -31 15 76 -1 90
Post-model expert credit adjustments 306 609 1 916
Individual assessments 2395 2395 199 199
Stage transfers -88 218 157 287 -19 -125 1494 1350
from stage 1 to stage 2 -94 261 167 -41 123 82
from stage 1 to stage 3 -1 55 54 -6 161 155
from stage 2 to stage 1 7 -29 -22 28 -5¢2 -24
from stage 2 to stage 3 -15 139 124 -198 1346 1148
from stage 3 to stage 2 1 -11 -10 2 -11 -9
from stage 3 to stage 1 0 -26 -26 0 -2 -2
Other -155 -155 -139 -139
Total movements affecting Credit impairments line 301 979 620 1900 -10 -404 916 502
Movements recognised outside Credit impairments line
Interest 155 155 139 139
Change in exchange rates -29 -106 -561 -696 5 31 68 104
Closing balance 656 1675 4 480 6811 384 802 4 266 5452
Carrying amount
Opening balance 331397 37858 6715 375970 344756 39432 4898 389 086
Closing balance 344607 40 885 3455 388947 331397 37858 6715 375970
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2020

2019

Non Credit-lmpaired Credit-Impaired

Non Credit-lmpaired

Credit-Impaired

Commitments and guarantees Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total

Nominal amount

Opening balance 745962 9837 1240 757039 721485 8292 797 730574

Closing balance 622 568 16188 490 639246 745962 9837 1240 757 039

Credit impairment provisions

Opening balance 110 154 326 5390 92 206 104 402

Movements affecting Credit impairments line

New and derecognised financial assets, net 18 5 -197 -174 19 -8 -7 4

Changes in risk factors (EAD, PD, LGD) 28 32 -11 49 -8 -75 -16 -99

Changes in macroeconomic scenarios -3 -5 0 -8 12 20 0 32

Post-model expert credit adjustments 128 177 0 305

Individual assessments 2 2 134 134

Stage transfers -25 57 65 97 -7 5 106 104
from stage 1 to stage 2 -28 75 47 -9 29 20
from stage 1 to stage 3 0 7 7 0 26 26
from stage 2 to stage 1 3 -9 -6 -10 -8
from stage 2 to stage 3 -9 59 50 -14 81 67
from stage 3 to stage 2 0 -1 -1 0 -1 -1
from stage 3 to stage 1 0 0 0 0 0 0

Total movements affecting Credit impairments line 146 266 -141 271 16 -58 217 175

Movements recognised outside Credit impairments line

Change in exchange rates -12 -15 -30 -57 2 6 5 13

Closing balance 244 405 155 804 110 154 326 590
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Gross carrying amount of forborne loans

2020 2019
Performing 3029 1610
Non-Performing 7275 6054
Total 10 304 7 664

Concentration risk, customer exposure
At end of 2020 the Parent company did not have any exposures against single
counterparties that exceeded 10 per cent of the capital base.

Collateral that can be sold or pledged even if the counterparty fulfills

its contractual obligations

When it grants repos, the parent company receives securities that can be sold or
pledged. The fair value of these securities covers the carrying amount of the repos.

The parent company also receives collateral in the form of securities that can be sold or
pledged for derivatives and other exposures. The fair value of such collateral as of year-
end amounted to SEK 37m (13). None of this collateral has been sold or pledged.

NOTES, PARENT COMPANY
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2.2 Liquidity risks

In the summary of maturities, undiscounted contractual cash flows are distributed on the basis of remaining maturities until the agreed time of maturity. For lending to the public,
amortising loans are distributed based on amortisation schedules. Liabilities, whose contracts contain a prepayment option, have been distributed based on the earliest date on
which repayment can be demanded. The difference between the nominal amount and carrying amount, the discount effect, is presented in the column “No maturity date/discount
effect”. This column also includes items without an agreed maturity date and where the anticipated repayment date has not been determined. Loan commitments that are not
recognised as financial liabilities amounting to SEK 324 052m (258 148) may be drawn at any time by the customer. Issued guarantees and other contingent liabilities of SEK 315
195m (498 892) may lead to future cash outflows if certain events occur. The expected cash outflows, amounting to SEK 804m (590), are reported in the time buckets up to one
year, within Other liabilities.

Undiscounted contractual cash flows

Payable on No maturity/
Remaining maturity 2020 demand < 3 mths. 3 mths.—-1 yr 1-5yrs 5-10yrs > 10yrs discount effect Total
Assets
Cash and balances with central banks 167121 167121
Treasury bills and other bills eligible for refinancing
with central banks 114746 3815 7959 2916 2255 166 131857
Loans to credit institutions 5118 83386 547314 32491 303 883 669 495
Loans to the public 88612 104895 200655 27 234 7601 428997
Bonds and other interest-bearing securities 1229 3377 50 766 5394 120 -255 60631
Shares and participating interests 82321 82321
Derivatives 21916 25772 74125 23103 10845 -96117 59644
Intangible assets 328 328
Tangible assets 16715 16715
Other assets 16 266 1275 13954 31495
Total 172239 326155 686 448 365 996 58 950 21704 17112 1648604
Liabilities
Amounts owed to credit institutions 144 434 51827 438 50105 246 804
Deposits and borrowings from the public 836518 22875 9017 812 869 222
Debt securities in issue 72881 90 286 94 203 2258 294 259922
Derivatives 31019 29450 80840 26351 8888 -102312 74236
Other liabilities 18019 4913 155 38107 61194
Senior non-pereferred liabilitites 10077 201 81 10359
Subordinated liabilities 22 466 394 574 23434
Equity 103433 103433
Total 980 952 196 621 134104 258658 29204 8888 40177 1648604

In the maturity distribution above, cash flows for derivatives have been distributed between assets and liabilities based on whether the individual derivative has a positive or
negative fair value, without taking into account whether the derivatives have been offset in the accounts. Amounts that have been offset in the accounts are reported in the
column No maturity/ discount effect.

Undiscounted contractual cash flows

Payable on No maturity/
Remaining maturity 2019 demand < 3 mths. 3 mths.—-1 yr 1-5yrs 5-10yrs > 10yrs discount effect Total
Assets
Cash and balances with central banks 107 596 107 596
Treasury bills and other bills eligible for refinancing
with central banks 122135 4887 2519 2375 617 401 132934
Loans to credit institutions 4668 21715 475 357 33979 390 1042 537151
Loans to the public 77 204 98 784 202 100 36315 8391 422794
Bonds and other interest-bearing securities 4996 15697 36151 2705 56 -1455 58150
Shares and participating interests 71632 71632
Derivatives 11919 12867 21294 2421 569 -738 48332
Intangible assets 366 366
Tangible assets 16593 16593
Other assets 9241 2197 1 14923 26 362
Total 112264 247210 609 789 296 044 44206 10675 101 722 1421910
Liabilities
Amounts owed to credit institutions 119389 38922 3052 91 161454
Deposits and borrowings from the public 677193 30971 10338 708 1 719211
Debt securities in issue 86 567 72205 100959 4449 -999 263181
Derivatives 14451 14268 23850 3266 700 13373 69908
Other liabilities 59142 1066 1067 10724 71999
Senior non-pereferred liabilitites 265 10472 209 -141 10805
Subordinated liabilities 6990 24138 427 379 31934
Equity 93418 93418
Total 796582 237043 101 194 161 285 8143 909 116 754 1421910
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Debt securities in issue

Total debt Senior non-
Commercial  Other interest- Structured securities preferred Subordinated

Turnover during the year, 2020 paper bearing bonds products inissue liabilitites liabilities Total
Opening balance 128774 125505 8902 263181 10805 31934 305920
Issued 420734 36832 457 566 457 566
Repaid -411120 -31476 -2527 -445 123 -94 -7 881 -453 098
Interest, change in market values or hedged item

in hedge accounting at fair value -115 2211 -702 1394 318 935 2647
Change in exchange rates -11061 -6 035 -17 096 -670 -1554 -19320
Closing balance 127 212 127 037 5673 259922 10359 23434 293715

Debt securities in issue
Total debt Senior non-
Commercial Other interest- Structured securities preferred Subordinated

Turnover during the year, 2019 paper bearing bonds products inissue liabilitites liabilities Total
Opening balance 131439 161 448 10735 303622 34184 337 806
Issued 483 569 1036 484 605 11266 4909 500780
Repaid -487 865 -42 231 -3548 -533 644 -7711 -541 355
Interest, change in market values or hedged item

in hedge accounting at fair value 140 800 679 1619 -95 39 1563
Change in exchange rates 1491 5488 6979 -366 513 7126
Closing balance 128774 125 505 8902 263 181 10805 31934 305 920

2.3 Market risks

2.3.1Interest rate risks

Change in value if the market interest rate rises by one percentage point
The impact on the net value of assets and liabilities, including derivatives, when market interest rates rise by one percentage point.

2020 < 3 mths. 3-6 mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total
SEK -192 195 -57 593 409 760 530 -1828 894 1304
Foreign currency 104 =27 210 =5 1036 -2748 1176 181 <5 -222
Total -88 168 153 534 1445 -1988 1706 -1647 799 1082

of which financial instruments measured at fair value through profit or loss

2020 < 3 mths. 3-6 mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total
SEK 100 103 -74 416 60 331 124 -1050 512 522
Foreign currency -255 -244 377 211 3120 -7 005 3295 610 -244 -135
Total -155 -141 303 627 3180 -6 674 3419 -440 268 387
2019 < 3 mths. 3-6 mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total
SEK -369 -83 -168 -708 300 1440 538 -1690 -250 -990
Foreign currency 511 971 -42 262 -291 129 -875 933 -81 1517
Total 142 888 -210 -446 9 1569 -337 -757 -331 527

of which financial instruments measured at fair value through profit or loss

2019 < 3 mths. 3-6 mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total
SEK -395 54 -80 599 -519 -2183 -1153 3361 92 -224
Foreign currency 265 913 -106 260 -283 138 -842 930 -78 1197
Total -130 967 -186 859 -802 -2 045 -1995 4291 14 973
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2.3.2 Currency risks

Currency distribution

Total foreign

2020 EUR usD GBP DKK NOK Other currency SEK Total
Assets
Cash and balances with central banks 17 745 19 466 68 82 129 37490 129631 167121
Loans to credit institutions 26723 4025 938 1520 3849 4297 41 347 628148 669 4395
Loans to the public 42825 25087 3658 5137 32454 2534 111695 317302 428997
Treasury bills and other bills eligible for refinancing
with central banks, etc 43 705 748 131109 131857
Bonds and other interest-bearing securities 5804 57 410 8285 14556 46075 60631
Derivatives and other assets not distributed 190503 190503
Total 93140 48 635 4591 7135 45375 6960 205836 1442768 1648604
Liabilities
Amounts owed to credit institutions 26 929 6140 5636 1355 9469 4661 54190 192614 246 804
Deposits and borrowings from the public 32888 21271 7 867 62 026 807 196 869 222
Debt securities in issue 85223 114483 31740 2525 11233 245204 14718 259922
Subordinated liabilities 11751 8535 1922 22208 1226 23434
Senior non-preferred liabilities 7 564 2795 10359 10359
Derivatives and other liabilities not distributed 135430 135430
Equity 103433 103433
Total 164355 150429 37 376 1355 14 789 25683 393987 1254617 1648604
Derivatives, other assets and other liabilities -59888 -101845 -32774 5782 30782 -18723
Net position in currency 11 327 -51 11 2 196 11 485
Currency distribution

Total foreign
2019 EUR usD GBP DKK NOK Other currency SEK Total
Assets
Cash and balances with central banks 56770 18825 87 139 102 75923 31673 107 596
Loans to credit institutions 21122 3486 187 1681 2718 2838 32032 505119 537151
Loans to the public 41682 32093 3130 4633 28140 1665 111343 311451 422 794
Treasury bills and other bills eligible for refinancing
with central banks, etc 1 206 207 132727 132934
Bonds and other interest-bearing securities 5363 1370 430 5806 12969 45181 58150
Derivatives and other assets not distributed 163285 163285
Total 124938 55774 3317 6831 37009 4605 232474 1189436 1421910
Liabilities
Amounts owed to credit institutions 18236 8885 2356 2073 15787 2293 49630 111824 161454
Deposits and borrowings from the public 27 155 11276 248 38679 680532 719211
Debt securities in issue 87 400 126209 19482 540 10520 244151 19030 263181
Subordinated liabilities 12169 16482 2061 30712 1222 31934
Senior non-preferred liabilities 7893 2912 10805 10805
Derivatives and other liabilities not distributed 141907 141907
Equity 93418 93418
Total 152853 162852 21838 2073 19239 15122 373977 1047933 1421910
Derivatives, other assets and other liabilities -17331 -107135 -18526 4762 17968 -10517
Net position in currency 10 584 -57 -5 4 198 10724
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Swedbank’s legal capital requirement is based on CRR. The parent company calculates an internally estimated capital requirement. As of 31 December 2020 the internal capital
requirement amounted to SEK 25.7bn. The capital base amounted to SEK 118.1bn.

Capital adequacy 2020 2013 Capital buffer requirement*, % 2020 2019

Common Equity Tier 1 capital 93880 90 305 CET1 capital requirement including buffer requirements 7.1 89

Additional Tier 1 capital 8352 16153 of which minimum CET1 requirement 4.5 45

Tier 1 capital 102 232 106 458 of which capital conservation buffer 2.5 2.5

Tier 2 capital 15859 15995 of which countercyclical capital buffer 0.1 19

Total own funds 118091 122453 CET 1 capital available to meet buffer requirement® 217 233

Risk exposure amount 358278 325056

Common Equity Tier 1 capital ratio, % 26.2 27.8

Tier 1 capital ratio, % 28.5 328  Leverageratio 2020 2019

Total capital ratio, % 33.0 377  lerlCapital B 106458
Total exposure® 1263146 1086489
Leverage ratio, % 8.1 98

Capital adequacy 2020 2019

Shareholders' equity according to the balance sheet 103433 93418 ) ) ) . )

— d dividend’ 16 320 9656 1) Adjustment due to the implementation of EBA's technical standards on prudent
Anticipated dividen _ _ valuation. The objective of these standards is to determine prudent values of fair
Share of capital of accrual reserve 8331 8365 valued positions.

Value changes in own financial liabilities -77 -95 2) To rectify for underestimation of default frequency in the model for large corporate
Additional value adjustments! _422 _427 exposures, Swedbank has decided to hold more capital until the updated model has
Goodwill 709 708 been approved by the Swedish FSA. The amount also includes planned implementa-

00 W.' — - - tion of EBA’s Guideline on new default definition and increased safety margins.
Intangible assets after deferred tax liabilities -323 -359 Additional risk exposure amount according to article 3 CRR per 31 December 2019
Shares deducted from CET1 capital -33 -32 includes the mortgage floor effect for reclassification of mortgage offers of SEK
Common Equity Tier 1 capital 93880 90 305 3.3bn. As of 31 March 2020 these are directly included in additional risk exposure

- ; : amount according to article 458 CRR. As of 30 September 2020 Swedbank has
A | Tier 1 | 2 161

dditional Tier 1 capita 83 6153 updated the LGD-model which decreases the additional risk exposure amount accor-
Total Tier 1 capital 102 232 106 458 ding to article 3 CRR b\/ SEK 16.3bn.

Tier 2 capital 15859 15995 3) Additional risk exposure amount and minimum capital requirement following the
Total own funds 118 091 122 453 changed application of the risk weight floor for Swedish mortgages according to
Minimum capital requirement for credit risks, standardised decision fm.m the SFSA ) L .

approach 6805 6461 4) Buffer requirement according to Swedish implementation of CRD V.

— - - — 5) CET1 capital ratio as reported, less minimum requirement of 4.5% (excluding buffer
Minimum capital requirement for credit risks, IRB 15193 12683 requirements) and less any CET1 items used to meet the Tier 1 and total capital
Minimum capital requirement for credit risks, default fund requirements.
contribution 44 47 6) Taking into account exemption according to CRR article 429.7, excluding certain
Minimum capital requirement settlement risks 0 0 intragroup exposures.

Minimum capital requirement for market risks 1360 1297 7) Expected dividgnd in accordance with the dividend policy of 50 per cent based on
- the annual profit for 2019 and 2020.
Trading book 1349 1284
of which VaR and SVaR 1097 1016 Capital requirements? SEKm SEKm Procent Procent
of which risks outside VaR and SVaR 252 268 sEKm/Per cent 2020 2019 2020 2019

FXisk other operations 1 13 C(apital requirement Pillar 1 37977 40307 106 124
Minimum capital requirement for credit value adjustment 349 372 of which Buffer requirements? 9315 14302 26 4.4
Minimum capital requirement for operational risks 3125 2945 Total capital requirement Pillar 22 8035 5265 22 16
Additional minimum capital requirement, Article 3 CRR? 1413 2159 Total capital requirement
Additional minimum capital requirement, Article 458 CRR? 573 41 Pillar 1 and 2 46 012 45572 12.8 14.0
Minimum capital requirement 28662 26004 Own funds 118091 122453
Risk exposure amount credit risks, standardised approach 85 062 80 766 i ‘ )

Risk exposure amount credit risks, IRB 189909 158 540 1) lSwedtlJankscalculanoln based on the SFSA's announced capital requirements,

- — — including Pillar 2 requirements.

Risk exposure amount credit risks, default fund contribution 556 584 ) Buffer requirements includes capital conservation buffer and countercyclical capital
Risk exposure amount settlement risks 0 0 buffer.

Risk exposure amount market risks 17 004 16 207 3) Individual Pillar 2 requirement according to decision from SFSA SREP 2020.
Risk exposure amount credit value adjustment 4362 4644

Risk exposure amount operational risks 39068 36815

Additional risk exposure amount, Article 3 CRR? 17658 26986

Additional risk exposure amount, Article 458 CRR? 4659 514

Risk exposure amount 358278 325056

Common Equity Tier 1 capital ratio, % 26.2 27.8

Tier 1 capital ratio, % 28.5 32.8

Total capital ratio, % 33.0 37.7
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2020 Minimum capital requirements for market risks 2020 2019
Exposure Average risk  Minimum capital Interest rate risk 1354 1288
Credit risks, IRB amount weight, % requirement of which for specific risk 252 268
Central government or central of which for general risk 1102 1020
banks exposures 338782 1 370 Equity risk 188 105
Institutional exposures 60331 21 994 of which for general risk 188 105
Corporate exposures 435687 34 11778 Currency risk in trading book g5 131
Retail exposures 92273 20 1476 Total minimum capital requirement for risks
Non credit obligation 7381 97 575 in trading book* 1349 1284
Total credit risks, IRB 934 464 20 15193 of which stressed VaR 873 806
Currency risk outside trading book 11 13
Total 1360 1297
2019
Exposure Average risk  Minimum capital 1) The parent company'’s capital requirement for general interest-rate risk, Equity risk
Credit risks, IRB amount weight, % requirement and currency risk in the trading-book are calculated in accordance with the VaR
Central government or central model.
banks exposures 266 658 1 282
Institutional exposures 56 956 19 852 Minimum capital requirement for operational risks 2020 2019
Corporate exposures 442780 28 9843 Standardised approach 3125 2945
Retail exposures 90955 21 1524 of which trading and sales 294 268
Non credit obligation 2695 84 182 of which retail banking 1733 1570
Total credit risks, IRB 860 044 18 12683 of which commercial banking 964 904
of which payment and settlement 153 199
of which retail brokerage 0 1
of which agency services 35 31
of which asset management -67 -52
of which corporate finance 13 24
Total 3125 2945
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2020 2019

Exposure Risk exposure  Minimum capital Exposure Risk exposure Minimum capital
Exposure amount, risk exposure amount and minimum capital requirement amount amount requirement amount amount requirement
Credit risks, STD 1014105 85 062 6805 1065332 80 766 6461
Central government or central banks exposures 6
Regional governments or local authorities exposures 63 13 1 28 6 0
Public sector entities exposures 781 150 12 721 104 8
Multilateral development banks exposures 3660 1970 3 0
Institutional exposures 936638 6894 551 987 277 820 66
Corporate exposures 3301 3178 254 4359 4143 331
Retail exposures 211 157 13 247 184 15
Exposures secured by mortgages on immovable property 2956 1035 83 3598 1259 101
Exposures in default 0 0 0
Equity exposures 66472 73635 5891 67123 74247 5940
Other items 23 3 0 0
Credit risks, IRB 934 464 189909 15193 860 044 158 540 12683
Central government or central banks exposures 338782 4619 370 266 658 3529 282
Institutional exposures 60331 12 420 994 56 956 10645 852
Corporate exposures 435697 147 231 11778 442 780 123035 9843
Retail exposures 92273 18455 1476 90955 19056 1524
of which mortgage lending 27809 2291 183 10556 2125 170
of which other lending 64 464 16 164 1293 80399 16931 1354
Non-credit obligation 7381 7184 575 2695 2275 182
Credit risks, Default fund contribution 556 44 584 47
Settlement risks 0 0 0 0 0 0
Market risks 17 004 1360 16 207 1297
Trading book 16 868 1349 16048 1284
of which VaR and SVaR 13722 1097 12701 1016
of which risks outside VaR and SVaR 3146 252 3347 268
FX risk other operations 136 11 159 13
Credit value adjustment 21014 4362 349 17 628 4644 372
Operational risks 39068 3125 36 815 2945
of which standardised approach 39068 3125 36815 2945
Additional risk exposure amount, Article 3 CRR 17 658 1413 26 986 2159
Additional risk exposure amount, Article 458 CRR 4659 373 514 41
Total 1969583 358278 28662 1943004 325056 26 004

Swedbank Annual and Sustainability Report 2020



174

NOTES, PARENT COMPANY

Geographical distribution of revenue

2020 Sweden Norway Denmark Finland USA Other Total
Interest income 11109 2096 50 -27 420 109 13757
Leasing income 4835 4835
Dividends received 16 201 16 201
Commission income 7290 284 17 135 49 4 7779
Net gains and losses on financial items 4722 -2514 5 29 =il 2 2243
Other income 1892 5 1 25 1923
Total 46 049 -129 72 137 469 140 46 738
2019 Sweden Norway Denmark Finland USA Other Total
Interest income 9346 3021 82 -270 1629 147 13955
Leasing income 4815 4815
Dividends received 19823 19823
Commission income 8579 461 90 384 71 22 9607
Net gains or losses on financial items 2374 -98 6 -140 60 2202
Other income 1402 205 1 31 1 39 1679
Total 46 339 3589 179 5 1701 268 52 081
The geographical distribution has been allocated to the country where the business was carried out.
Net interest income
2020 2019
Interest income 13757 13955
Leasing income 4835 4815
Interest expense 3529 5692
Net interest income before depreciation for financial leases 15063 13078
Depreciation according to plan finance leases 4482 4468
Net interest income after depreciation for financial leases 10581 8610
2020 2019
Interest Average Interest Average
income/ Average annual interest income/ Average annual interest
expense balance rate, % expense balance rate, %
Assets
Loans to credit institutions 2874 597 459 0.48 1479 514023 0.29
Loans to the public 9775 445032 2.20 10125 447 733 2.26
Treasury bills and other bills eligible for refinancing with central banks, etc. 18 138219 0.01 62 140792 0.04
Bonds and other interest-bearing instruments 340 62419 0.54 52 30747 0.17
Total interest-bearing instruments 13 007 1243129 1.05 11718 1133295 1.03
Derivatives! 673 61983 1269 54503
Other assets 4912 361 585 5783 293 469
Total 18 592 1666 697 1.12 18770 1481 267 1.27
Liabilities
Amounts owed to credit institutions 595 245591 0.24 1113 144830 0.77
Deposits and borrowings from the public 649 852 834 0.08 1424 762218 0.19
of which deposit guarantee fees 381 0.00 289
Debt securities in issue 2936 298420 0.98 6371 335593 1.90
Senior non-preferred liabilitites 102 10811 0.94 15 2061 0.73
Subordinated liabilities 821 26 800 3.06 993 30627 3.24
Total interest-bearing instruments 5103 1434 456 0.36 9916 1275329 0.78
Derivatives! -1961 76983 -4796 67 647
Other liabilities 387 60799 572 50580
of which resolution fee 343 502
Total 3529 1572238 0.22 5692 1393556 0.41
Net interest income 15063 13078
Investment margin 0.90 0.88
Interest income on Stage 3 loans 183 251
Interest expense on financial liabilities at amortised cost 5490 10599
Negative yield on financial assets 1138 1727
Negative yield on financial liabilities 404 571

1) Derivatives include net interest income related to hedged assets and liabilities. These may have both a positive and negative impact on interest income and interest expense.
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Dividends received

Shares and participating interests

Investments in associates

2020 2019
45 141
2 529

Investments in Group entitiest

16154 19153

Total

16 201 19823

1) of which, through Group contributions

Net commission income

13954 14914

NOTES, PARENT COMPANY

Total commission Commission Net commission
2020 Commission income income expense income
Over time Point in time
Payment processing 381 973 1354 -945 409
Cards 1417 1417 -510 907
Service concepts 594 88 682 -15 667
Asset management and custody 1583 246 1829 -133 1696
Life insurance 455 3 458 -2 456
Securities 1 659 660 -286 374
Corporate finance 8 73 81 81
Lending 576 208 784 S92 692
Guarantee 154 154 154
Deposits 15 6 21 21
Non-life insurance 72 72 72
Other 187 80 267 -197 70
Total 4026 3753 7779 -2180 5599
Total commission Commission Net commission
2019 Commission income income expense income
Over time Point in time

Payment processing 443 917 1360 -970 390
Cards 3572 3572 -1750 1822
Service concepts 660 660 -14 646
Asset management and custody 1709 1709 -97 1612
Life insurance 448 2 450 -2 448
Securities 3 397 400 -261 139
Corporate finance 123 123 123
Lending 552 173 725 -63 662
Guarantee 169 169 -3 166
Deposits 16 14 30 30
Non-life insurance 62 62 62
Other 278 69 347 -222 125
Total 4463 5144 9607 -3382 6225
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Net gains and losses on financial items

Other income

2020 2019 2020 2019
Fair value through profit or loss IT services 950 577
Held for trading and derivatives Business disposals 233
Shares and share related derivatives 124 176 Other operating income 973 869
Interest-bearing instruments and interest related Total 1923 1679
derivatives 835 1052
Total 959 1228
Other business models
Shares 187 656
Interest-bearing instruments 154 -158
Total 341 498
Total fair value through profit or loss 1300 1726
Hedge accounting
Ineffective part in hedge accounting at fair value
Hedging instruments 1137 1174
Hedged item -1138 -1160
Total -1 14
Amoritsed cost
Derecognition gain or loss for financial liabilities 11
Derecognition gain or loss for financial assets 13 4
Total 24 4
Change in exchange rates 920 458
Total 2243 2202
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Staff costs
Number of performance rights that establish the recognised
Total staff costs 2020 2019 share-based expense, millions 2020 2019
Salaries and remuneration 53e4 5080 gutstanding at the beginning of the period 3.7 3.4
Compensation through shares in Swedbank AB 106 176 Allotted 06 12
Social insurance charges 1676 1578 Forfeited 01 0.2
Pension costs 1314 1156 Eyarcised 09 0.7
Training costs 62 99 outstanding at the end of the period 33 3.7
Other staff costs 261 280 \veighted average fair value per performance right at
Total 8743 8349 measurement date, SEK 133 179
of which variable staff costs 232 294 Weighted average remaining contractual life, months 17 16
2020 Board of directors, President and Other
i A equivalent senior executives employees
Variable Compensation Programmes 2020 2019
Salaries and
Number of other re- Salaries and
Prograrnme 2015 ) Countries persons munerations Variable pay variable pay Total
Recognlsedvexpense fgrcompensatlon that Sweden >7 a4 3 4784 4871
is settled with shares in Swedbank AB 6
- - Denmark 16 16
Recognised expense for social charges related
to the share settled compensation 0 2 Norway 167 167
USA 29 29
Programme 2016 Finland 52 52
Recognised expense for compensation that China 14 14
is settled with shares in Swedbank AB 6 35 Estonia 80 80
Recognised expense for social charges related Latvia 43 43
to the share settled compensation 5 -1 - -
- Lithuania 158 158
Recognised expense for payroll overhead costs
related to the cash settled compensation 1 Total 27 84 3 5343 5430
Programme 2017
Recognised expense for compensation that 2019 Board of directors, President and Other
is settled with shares in Swedbank AB 30 30 equivalent senior executives employees
Recognised expense for social charges related Salaries and
to the share settled compensation 9 Number of other re- Salaries and
K . Countries persons munerations Variable pay variable pay Total
Recognised expense for cash settled compensation 4
; Sweden 37 87 5 4525 4617
Recognised expense for payroll overhead costs
related to the cash settled compensation 2 2 Denmark 23 23
Norway 206 206
Programme 2018 USA 32 32
Recognised expense for compensation that Finland 46 46
is settled v;lnth shareic in Swed‘bink AB — 22 39 Luxembourg 9 29
Recognised expense for sacial charges relate ;
to the share settled compensation 3 Chmal 14 14
Recognised expense for cash settled compensation 23 Estonia 67 &7
: Latvia 38 38
Recognised expense for payroll overhead costs - -
related to the cash settled compensation 4 13 Lithuania 144 144
Total 37 87 5 5144 5236
Programme 2019
Recognised expense for compensation that
is settled with shares in Swedbank AB 13 66
Recognised expense for social charges related Board members, President and equivalent senior executives 2020 2019
to the share settled compensation 5 18 Costs during the year for pensions and similar benefits 26 24
Recognised expense for cash settled compensation 18 36 No. of persons 17 15
Recognised expense for payroll overhead costs Granted loans, SEKm 61 60
related to the cash settled compensation 15 17 No. of persons 15 15
Programme 2020
Recognised expense for compensation that 2020 2019
5 Settle.d with shares in Swr.edbank AB = Distribution by gender % Female Male Female Male
Recognised expense for social clharges related All employees 63 37 63 37
to the share settled compensation 10 - s - ) o
Recognised expense for cash settled compensation 25 irectors
Recognised expense for payroll overhead costs Other senior executives, incl.
Presi 2 71 7
related to the cash settled compensation 16 resident E 3 6
Total recognised expense 232 294
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Other general administrative expenses

Credit impairments

2020 2019 2020 2019
Rents, etc. 869 941 Loan at amortised cost
IT expenses 2555 2296 Impairment provisions - Stage 1 325 -2
Telecommunications, postage 129 90 Impairment provisions - Stage 2 971 -396
Consulting 1482 1576 Impairment provisions - Stage 3 620 917
Other outside services 712 532  Total 1916 519
Travel 40 149 Write-offs 1925 871
Entertainment 15 29 Recoveries -43 -51
Office supplies 64 57 Total 1882 820
Advertising, public relations, marketing 279 202 Total - Loan at amortised cost 3798 1339
Security transports, alarm systems 45 44
Maintenance 61 71 Commitments and guarantees
Other administrative expenses® 196 420  Impairment provisions - Stage 1 146 16
Other operating expenses 84 188 Impairment provisions - Stage 2 266 -59
Total 6531 6595 Impairment provisions - Stage 3 -142 217
o . . . Total 270 174
1) Other administrative expenses 2019 includes a reservation of SEK 248m for non-de- e off
ductible VAT, Write-offs 1
) ' Total - Commitments and guarantees 270 175
;ir:tl.;rr:;r;tvl:cn to Auditors elected by Annual General 2020 2019 Total Credit impairment 4068 1514
Audit assignment 31 48
Audit related services 9 ) Credit impairment by borrower category
Tax advisory 1 Credit institutions 16 16
Other services 26 10 General public 4052 1498
Total 67 67 Total 4068 1514
Remuneration to Auditors elected by Annual General
Meeting, Deloitte 2020 2019
Audit assignment 7 Impairments of financial fixed assets
Audit related services 1
2020 2019
Total 8 - —
- Investment in Group entities
Internal Audit 71 71
Swedbank Management Company S.A., Luxembourg 22
Audit assignment is defined as the audit of annual financia | statements, the adminis- Total 22
tration of the Board of Directors and the President, other tasks resting upon the audi- Reversal of previous impairment in Group entities
tor as well as consulting and other assistance, which have been initiated by the fin- -
dings in performing audit work or implementation of such tasks. The audit related Cerdo Bankpartner AB, Helsingborg -13
services include quarterly reviews, regulatory reporting and services in connection Swedbank First Securities LLC, New York -3
with issuing of certificates and opinions. Tax advisory include general expatriate ser-
vices and other tax services work. Other services include consultation on financial Total -16
accounting, services related to mergers and acquisitions activities, operational effec- Total -16 22
tiveness and assessments of internal control.
Appropriations
Depreciation/amortisation and
impairments of tangible and intangible = 2
p g g Tax allocation reserve, allocation 2019 51
assets Tax allocation reserve, reversal 2013 -51
Accelerated depreciation, equipment -42 78
2020 2019 Total -42 78
Depreciation/amortisation
Equipment 230 231
Intangible assets 83 76
Lease objects 4482 4468
Total 4795 4775
Impairment
Lease objects 25 -7
Total 25 -7
Total 4820 4768
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Tax
Tax expense 2020 2019
Tax related to previous years -300 -701
Current tax 3722 3790
Deferred tax —333 596
Total 3089 3685
2020 2019
SEKm per cent SEKm per cent

Results 3089 239 3685 17.0
Current tax of pre-tax profit 2766 214 4640 214
Difference -323 -2.5 955 4.4
The difference consists of the following items
Tax previous years 300 2.3 701 3.2
Tax-exempt income/non-deductible expenses -227 -1.8 -820 -3.8
Non-deductible administrative fine -856 -6.6
Non-taxable dividends 475 3.7 1026 4.7
Tax-exempt capital gains and appreciation in value of shares and participating interests -10 -0.1 73 03
Standard income tax allocation reserve -6 -6
Non-deductible impairment of financial fixed asset B -5
Deviating tax rates in other countries -2 -14
Total -323 -2.5 955 4.4
2020

Exchange rate
Deferred tax liabilities Opening balance  Income statement Equity differences Closing balance
Deductible and taxable temporary differences
Hedge of net investments in foreign operations 605 -317 288
Provisions for pensions -116 -11 -127
Share related compensation 18 -7 11
Intangible assets 7 -2 5
Other -37 -3 15 -25
Total 477 -333 -7 15 152
2019

Exchange rate
Deferred tax liabilities Opening balance  Income statement Equity differences Closing balance
Deductible and taxable temporary differences
Hedge of net investments in foreign operations 605 605
Provisions for pensions -117 1 -116
Share related compensation -15 33 18
Intangible assets 9 -2 7
Other -23 -8 -6 -37
Total -146 596 33 -6 477
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Treasury bills and other bills eligible for refinancing with central banks etc.

Carrying amount Amortised cost Nominal amount

2020 2019  1/1/2019 2020 2019  1/1/2019 2020 2019  1/1/2019
Valuation category, fair value through profit
or loss
Held for trading
Swedish government 13745 8541 8941 14072 9430 9236 12987 6981 7276
Swedish municipalities 659 13 512 656 13 513 637 13 501
Foreign governments 76 60 1796 73 59 1804 71 58 1791
Foreign municipalities 381 145 1 380 145 1 371 143 1
Total 14861 8759 11250 15181 9647 11554 14 066 7195 9569
Other business models
Swedish government 246 245 246
Swedish municipalities 2007 3924 4294 2005 3881 4294 1971 3871 4277
Foreign governments 571 573 548
Total 2253 3924 4 865 2250 3881 4867 2217 3871 4825
Valuation category, amortised cost
Swedish central bank 114743 120251 79891 114743 120251 80129 114743 120244 80000
Total 114743 120251 79891 114743 120251 80129 114743 120244 80 000
Total 131857 132934 96006 132174 133779 96550 131026 131310 94 394
Loans to credit institutions Loans to the public
2020 2019 1/1/2019 2020 2019 1/1/2019
Valuation category, amortised cost Valuation category, amortised cost
Swedish banks 5336 3832 3319 Swedish public 292910 295717 298343
Swedish credit institutions 623895 510098 499107  Swedish national debt office 25003 4 10153
Foreign banks 21250 21475 13530  Foreign public 71036 80252 80530
Foreign credit institutions 9723 1629 3195  Total 388949 375973 389086
Total 6Uledl) 537034 519151 Valuation category, fair value through
Valuation category, fair value through profit or loss
profit or loss Held for trading
Held for trading Swedish public, repurchase agreements 74 2439 5519
Swedish banks, repurchase agreements 9 Swedish national debt office, repurchase
Swedish credit institutions, repurchase agreements 7243 9725 2436
agreements 8449 107 4548 Foreign public, repurchase agreements 32630 34503 31759
Foreign banks, repurchase agreements 842 1 Other business models
Total 9291 117 4548 o odish public 101 154 166
Total 669495 537151 523699 Total 40048 46821 39 880
Total 428997 422794 428966
Of which subordinated loans 2020 2019  1/1/2019
Associates 120 120 620
Other companies 48 53 51
Total 168 173 671
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Bonds and other interest-bearing securities

Carrying amount Amortised cost Nominal amount

2020 2019 1/1/2019 2020 2019 1/1/2019 2020 2019 1/1/2019
Valuation category, fair value through profit or
loss
Held for trading
Swedish mortgage institutions 10795 10174 15603 10775 10225 15573 10438 9858 14992
Swedish financial entities 10457 9219 5276 10444 9235 6781 10219 9543 5141
Swedish non-financial entities 3318 3876 3913 3306 3873 5808 3275 3332 5713
Foreign financial entities 9760 7098 4990 9748 7107 3487 9597 6994 4915
Foreign non-financial entities 2340 4910 5119 2347 4912 3255 2336 4886 3215
Total 36670 35277 34901 36 620 35352 34 904 35865 34613 33976
Other
Swedish mortgage institutions 16562 18852 15646 16 489 18930 15685 16131 18300 15040
Swedish financial entities 2062 2 257 2 046 2 257 2000 2 250
Foreign banks 3065 1118 3052 1119 3048 1118
Foreign financial entities 2272 1910 1525 2270 1909 1525 2248 1881 1505
Foreign non-financial entities 990 1904 990 1904 958 1838
Total 23961 22872 19332 23857 22950 19371 23427 22259 18634
Valuation category, amortised cost
Foreign banks 1 2174 1 2174 1 2152
Total 1 2174 1 2174 1 2152
Total 60631 58150 56 407 60477 58303 56 449 59292 56873 54761

Bonds and other interest-bearing securities issued by other than public agencies.

Shares and participating interests

Carrying amount Cost Carrying amount Cost Carrying amount Cost
2020 2020 2019 2019 1/1/2019 1/1/2019

Valuation category, fair value through profit or loss
Held for trading
Trading stock shares 4627 4459 591 586 1207 1459
Trading stock fund shares 10918 10700 3316 3257 1808 1832
Other business models
Strategic holdings and other 1020 1357 2317 1639 1603 1635
Condominiums 11 11 11 11 11 11
Total 16576 16 527 6235 5493 4629 4937
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Investments in associates and joint ventures

Fixed assets 2020 2019 1/1/2019
Credit institutions 2054 2054 1944
Other associates 285 261 141
Total 2339 2315 2085
Opening balance 2315 2085 2087
Additions during the year 24 251 0
Impairments during the year -2
Sold during the year -21 0
Closing balance 2339 2315 2085

Corporate identity

Corporate identity, domicile number Number Carrying amount Cost Share of capital, %
Swedish credit institutions

EnterCard Group AB, Stockholm, joint venture 556673-0585 3000 420 420 50.00
Sparbanken Rekarne AB, Eskilstuna 516401-9928 865 000 125 125 50.00
Sparbanken Skane AB, Lund 516401-0091 3670342 1070 1070 22.00
Sparbanken Sjuhdrad AB, Boras 516401-9852 4750000 288 288 47.50
Vimmerby Sparbank AB, Vimmerby 516401-0174 340000 41 41 40.00
Olands Bank AB, Borgholm 516401-0034 637 000 110 110 49.00
Total 2054 2054

Other

BGC Holding AB, Stockholm 556607-0933 29177 98 98 29.18
Finansiell ID-Teknik BID AB, Stockhaolm 556630-4928 12735 4 24 28.30
Getswish AB, Stockholm 556913-7382 10000 19 21 20.00
Invidem AB, Stockholm, joint venture 559210-0779 10000 48 48 1667
P27 Nordic Payments Platform AB, Stockholm, joint venture 559198-9610 10000 116 116 1667
USE Intressenter AB, Uppsala 559161-9464 2000 0 0 20.00
VISA Sweden, ek for, Stockholm 769619-6828 0 0 0 42.09
Total 285 307

Total 2339 2361

The share of the voting rights in each entity corresponds to the share of its equity. All shares and participating interests are unlisted.

In 2020, capital contribution was paid to Invidem AB SEK 24m.

0On August 1, 2019, 11 percentage points of the subsidiary Olands Bank AB was sold. Swedbank AB:s ownership subsequently amounts to 49 per cent, Swedbank received a
cash payment of SEK 52m. The capital gain was SEK 27m. On November 4, 2019, the associated company Babs Paylink AB was sold. Swedbank received a cash payment of SEK

113m. The capital gain was SEK 93m.
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Investments in Group entities

Fixed assets 2020 2019 1/1/2019
Swedish credit institutions 24073 24073 24208
Foreign credit institutions 29371 29353 29276
Other entities 9962 9656 8651
Total 63 406 63 082 62135
Opening balance 63082 62135 62 016
Additions during the year 398 1105 128
Impairments during the year -22 -9
Disposals during the year -74 -136 0
Closing balance 63 406 63082 62135

Share of
Corporate identity, domicile Corporate identity number Number Carrying amount Cost capital, %

Swedish credit institutions
Swedbank Hypotek AB, Stockholm 556003-3283 23000000 24073 24073 100
Total 24073 24073

Foreign credit institutions

Swedbank AS, Tallinn 10060701 85 000 000 18470 18470 100
Swedbank AS, Riga 40003074764 575000 000 4267 4267 100
Swedbank AB, Vilnius 112029651 164 008 000 6614 6614 100
Swedbank (Luxembourg) S.A., Luxembourg 302018-5066 300 000 15 142 100
Swedbank Management Company S.A., Luxembourg B149317 250000 5 42 100
Total 29371 29535

Other entities

ATM Holding AB, Stockholm 556886-6692 350 40 47 70
Ektornet AB, Stockholm 556788-7152 5000000 164 1978 100
FR &R Invest AB, Stockholm 556815-3718 10 000 000 34 61 100
Sparframjandet AB, Stockholm 556041-9995 45000 5 5 100
Sparia Group Férsakring AB, Stockholm 516406-0963 70000 146 146 100
Swedbank Fastighetsbyra AB, Stockholm 556090-2115 1000 282 283 100
Swedbank Forsakring AB, Stockholm 516401-8292 150000 3362 3361 100
Swedbank PayEx Holding AB, Visby 556714-2798 500000 2607 2283 100
Swedbank Robur AB, Stockholm 556110-3895 10 000 000 3322 3322 100
Other entities 51100 0 0

Total 9962 11 486

Total 63 406 65 094

The share of the voting rights in each entity corresponds to the share of its equity. All entities are unlisted.

In 2020, capital contribution was paid to Ektornet AB SEK Om, Swedbank PayEx Holding SEK 324m and to Sparframjandet SEK Om. In 2020, the subsidiaries Cerdo Bankpartner
AB and Swedbank First Securities LLC was liquidated.

On August 1, 2019, 11 percentage points of the subsidiary Olands Bank AB was sold. As a result the company is accounted for as an associated company. Capital contribution
was paid to Ektortnet AB of SEK 7m, Swedbank PayEx Holding AB SEK 987m, Sparframjandet SEK Om and to Swedbank Management Company S.A SEK 16m.
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Derivatives

Nominal amount 202

0

Remaining contractual maturity

Nominal amount

Positive fair value

Negative fair value

Note <lyr 1-5yrs. > 5yrs. 2020 2019 2020 2019 2020 2019

Derivatives in hedge accounting P25 30438 109998 2857 143293 140832 2110 1466 0 218
Non-hedging derivatives 6431636 9140104 5588604 21160344 18018576 147279 119180 166108 143922
Gross amount 6462074 9250102 5591461 21303637 18159408 149 389 120 646 166 108 144 140
Offset amount P41 -4494381 -6901472 -5375952 -16771805 -12057 460 -89 745 -72314 -91872 -74232
Total 1967693 2348630 215509 4531832 6101948 59 644 48332 74236 69908
Non-hedging derivatives
Interest-rate-related

Options held 248942 508 346 220088 977 376 979298 3488 3378 3101 2 645

Forward contracts 3385931 1033503 4419434 6059927 1073 959 1074 965

Swaps 1618245 7 068 400 5219249 13905894 9146710 110097 72419 112778 76 425
Currency-related

Options held 15423 989 16412 38319 154 231 163 222

Forward contracts 821 057 17155 838212 874667 9293 7830 20126 12122

Swaps 249347 503700 148767 901814 817 941 18973 8929 24787 27351
Equity-related

Options held 71082 6 740 500 78322 93123 4171 25385 3419 24079

Forward contracts 6917 6917 4498 26 30 29 29

Swaps 14692 64 14756 3571 4 19 537 71
Credit-related

Swaps 1207 1207 522 94 13
Total 6431636 9140104 5588604 21160344 18018576 147 279 119180 166 108 143922

Hedge accounting at fair value

Swedbank’s hedge accounting is described in note G29. Specific information on the parent company’s hedge accounting is presented in the following tables.

2020 2019
Carrying
amount Carrying amount
Change in fair Change in fair
value used value used
for measuring for measuring
hedge ineffec- Ineffectiveness hedge ineffec- Ineffectiveness
Nominal tiveness (for recognised in Nominal tiveness (for  recognised in
Hedging instruments and hedge ineffectiveness amount Assets the period) Profit or loss amount Assets Liabilities the period) Profit or loss
Interest rate risk
Interest rate swap, Debt securities in issue 110536 1478 583 -11 98860 1159 53 1053 13
Interest rate swap, Senior non-preferred liabilitites 9894 105 214 0 10416 118 -114
Interest rate swap, Subordinated liabilities 22863 527 340 10 31555 307 47 235 1
Total 143 293 2110 1137 -1 140832 1466 218 1174 14
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2020 2019
Accumulated
Accumulated adjustment adjustment on
Carrying amount  on the hedged item Carrying amount the hedged item
Change in value
used
Change in value used for measuring
for measuring hedge ineffec-
hedge ineffectiveness tiveness (for
Hedged items Liabilities Liabilities (for the period) Liabilities Liabilities the period)
Debt securities in issue 111030 1266 -594 99237 850 -1039
Senior non-preferred liabilities 9874 101 -214 10388 -114 114
Subordinated liabilities 22 966 473 -330 31759 175 -234
Total 143870 1840 -1138 141 384 911 -1160
2020 2019
Remaining contractual maturity Remaining contractual maturity
Maturity profile and average price, hedging instruments <lyr 1-5yrs. >5yrs. <lyr 1-5yrs. >5yrs.
Fair value hedges

Nominal amount (m SEK) 30438 109998 2857 18888 86 448 35496
Average fixed interest rate (%) 051 0.27 1.03 1.58 0.67 0.96

Hedged reference rates in scope for interest rate benchmark reform Nominal amount

2020
Hedged items and hedging instruments CHF GBP JPY usD
All contracts 926 10021 6758 51272
Maturity before Interest rate benchmark reform 0 5567 0 10320
Directly attributal to Interest rate benchmark reform 926 4454 6758 40952
2019

Hedged items and hedging instruments CHF GBP JPY usD
All contracts 959 11015 5463 46785
Maturity before Interest rate benchmark reform 0 6119 0 28145
Directly attributal to Interest rate benchmark reform 959 4 896 5463 18 640
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Intangible assets

2020 2019
Customer Customer

Goodwill base Other Total Goodwill base Other Total
Cost, opening balance 3429 130 1097 4656 3429 130 1271 4830
Additions through separate acquisitions 47 47 93 93
Sales and disposals -20 -20 -267 -267
Cost, closing balance 3429 130 1124 4683 3429 130 1097 4656
Amortisation, opening balance -3429 -73 -508 -4010 -3428 -73 -698 -4199
Amortisation for the year -83 -83 -1 -75 -76
Sales and disposals 18 18 265 265
Amortisation, closing balance -3429 -73 -573 -4 075 -3429 -73 -508 -4010
Impairments, opening and closing balance -57 -223 -280 -57 -223 -280
Carrying amount 328 328 366 366

Goodwill is amortised over an estimated useful life of 5 to 20 years. For other intangible assets with a finite useful life, the amortisable amount is divided systematically over
the useful life. Systematic amortisation refers to both straight-line and increasing or decreasing amortisation. The original useful life is between 3 and 15 years. No need for

impairment was found on the closing day.

Leasing equipment

Fixed assets 2020 2019
Cost, opening balance 26 367 26 249
Additions 7583 8116
Sales and disposals -6932 -7998
Cost, closing balance 27018 26 367
Depreciation, opening balance -10298 -10023
Depreciation for the year -4482 -4 468
Sales and disposals 3961 4193
Depreciation, closing balance -10819 -10298
Impairments, opening balance -45 -56
Impairments for the year -25 7
Sales and disposals 6 4
Impairments, closing balance -64 -45
Carrying amount 16 135 16 024
2020 <1lyr 1-5yrs >5yrs Total
Future minimum lease payment 4762 8552 3617 16 931

The residual value of all lease assets is guaranteed by lessees or third parties. The lease assets are depreciated over the lease term according to the annuity method. The lease
assets primarily consist of vehicles and machinery. The lease payments do not contain any variable fee.

Tangible assets

Fixed assets 2020 2019
Cost, opening balance 2297 2442
Additions 256 227
Sales and disposals -176 -372
Cost, closing balance 2377 2297
Depreciation, opening balance -1728 -1866
Depreciation for the year -230 -231
Sales and disposals 161 369
Depreciation, closing balance -1797 -1728
Carrying amount 580 569

The useful life of equipment is deemed to be between three and ten years; its residual value is zero as in previous years. Leasehold improvements are depreciated over their useful
life. The depreciable amount is recognised linearly in profit or loss over the useful life. No indications of impairment were found on the closing day.
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Other assets Debt securities in issue
2020 2019  1/1/2019 2020 2019  1/1/2019
Security settlement claims 8627 6392 8192 Valuation category, amortised cost
Group contributions 13954 14921 14319 Commercial papers 127211 128774 131439
Other financial assets 5977 76 3101 Other interest-bearing bonds 127037 125505 161 448
Total financial assets 28558 21389 25612 Total 254248 254279 292887
Property taken over protection of claims
and cancelled leases 28 29 54 Valuation category, fair value through
Total 28586 21418 25666  Profitorloss
Held for trading
Structured products 5674 8902 10735
Total 5674 8902 10735
Prepaid expenses and accrued income ™t Sl 263181 303622
Turnover of debt securities in issue is reported in note P2 Liquidity risks.
2020 2019 1/1/2019
Prepaid expenses 1357 2464 1285
Unbilled receivable 297 283 304 . s
Total 1634 2747 1589 Other liabilities
2020 2019  1/1/2019
Security settlement liabilities 4910 2259 5790
Amounts owed to credit institutions Group contributions 413 0 0
Short position in shares 561 247 358
2020 2019 1/1/2019 of which own issued shares 155 24 257
Valuation category, amortised cost Short position in interest-bearing securities 22740 34098 38255
Swedish central bank 50 004 7 Unsettled payments 9200 9807 10892
Swedish banks 32179 21577 21021 Other financial liabilities 8503 9178 8697
Swedish credit institutions 113452 94 050 26104 Total financial liabilities 46 327 55589 63992
Foreign central banks 5739 6306 13884
Foreign banks 41898 38961 21618
Foreign credit institutions 238 556 318 .
Total BYSE ] 161450 o205z Accrued expenses and prepaid income
Valuation category, fair value through 2020 2019  1/1/2019
profit or loss Accrued expenses 2823 3697 1791
Held for trading Contract liabilities 33 37 2
Swedish banks, repurchase agreements 4 4 Total 2856 3734 1793
Swedish credit institutions, repurchase
agreements 1416
Foreign banks, repurchase agreements 1874 266
Total 3294 4 266 Provisions
Total 246 804 161 454 83218
2020 2019  1/1/2019
Provisions for guarantees and other com-
Deposits and borrowings from the public """ = = L
2020 2019  1/1/2019 Other g 43 )
Valuation category, amortised cost Total e 643 427
Deposits from Swedish public 840251 708839 689 588
Deposits from Swedish national debt office 69 329 339
Deposits from foreign public 12078 10025 9688
Total 852398 719193 699615
Valuation category, fair value through
profit or loss
Held for trading
Deposits from Swedish public, repurchase
agreements 16824 18 641
Total 16 824 18 641
Total 869222 719211 700256
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Subordinated liabilities

2020 2019 1/1/2019
Valuation category, amortised cost
Subordinated loans 14900 15453 23015
Undated subordinated loans, Additional Tier 1 capital 8534 16481 11169
Total 23434 31934 34184
Fixed-term subordinated loans

Nominal Carrying amount,

Year of issue Maturity First optional call date Currency amount SEKm  Coupon interest, %
2017 2027 11/22/2022 EUR 650 6613 1.00%
2018 2033 3/28/2028 JPY 5000 406 0.90%
2018 2028 4/12/2023 JPY 8000 639 0.75%
2018 2028 5/8/2023 SEK 1200 1227 0.00%
2018 2028 6/29/2023 JPY 11000 877 0.95%
2018 2028 9/18/2023 EUR 500 5138 0.00%
Total 14900

Undated subordinated loans approved by the Swedish Financial Supervisory

Authority as Tier 1 capital contribution

The liabilities will be converted to ordinary shares in Swedbank AB if the core tier one ratio of: Swedbank AB falls below 5.125 per cent or if the core tier one ratio of the consoli-

dated situation falls below 8.0 per cent.

Nominal Carrying amount,
Year of issue Maturity First optional call date Currency amount SEKm  Coupon interest, %
2016 Undated 3/17/2022* usD 500 4236 6.00%
2019 Undated 9/17/20242 usD 500 4298 5.63%
Total 8534

1) The liability is converted at current share price, but not lower than USD 15.70 converted to SEK.
2) The liability is converted at current share price but not lower than USD 8.75 converted to SEK.
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Untaxed reserves

Accumulated

accelerated Tax allocation

depreciation reserve Total
Opening balance 2019 5196 5451 10647
Allocation/Reversal 78 78
Closing balance 2019 5274 5451 10724
Allocation/Reversal -42 -42
Closing balance 2020 5232 5451 10682
Assets that are
Tax valuein  notincluded in
accordance with  the calculation
depreciationas  of depreciation
recorded in the as recorded in
books the books Total
Intangible assets 96 232 328
Leasing equipment 16135 16135
Tangible assets 459 121 580
Prepaid expenses and accrued
income 255 1379 1634
Accumulated accelerated
depreciation -5232 -5232
Net value 11713 1732 13 445

Prepaid expenses and accrued income included in the basis for depreciation in accor-
dance with depreciation as recorded in the books are software licenses with a maturity
of less than 36 months.

Non-depreciable assets such as art and preliminary registered fixed assets and
leasehold improvements and other assets that are not considered to constitute fixed
assets according to depreciations as recorded in the books, are excluded from the
calculation, a total of SEK 353m.

Tax allocation reserve 2020 2019 1/1/2019
Allocation 2013 51

Allocation 2017 1862 1862 1862
Allocation 2018 3538 3538 3538
Allocation 2019 51 51

Total 5451 5451 5451

Fair value of financial instruments

Carrying amounts and fair values of financial instruments
A comparison between the carrying amount and fair value of the parent company’s
financial assets and financial liabilities is presented below.

Determination of fair values of financial instruments

The parent company uses various methods to determine the fair value of financial
instruments depending on the degree of observable market data in the valuation and
activity in the market. An active market is considered either a regulated or reliable mar-
ketplace where quoted prices are easily accessible and which demonstrates regularity.
Activity is continuously evaluated by analysing factors such as differences in bid and
ask prices.

The methods are divided in three different levels:

« Level 1: Unadjusted quoted price on an active market

« Level 2: Adjusted quoted price or valuation model with valuation parameters derived
from an active market

« Level 3: Valuation model where significant valuation parameters are non-observable
and based on internal assumptions.

When financial assets and financial liabilities in active markets have market risks that
offset each other, an average of bid and ask prices is used as a basis to determine their
fair value. Where the fair value is derived from a modelling technigue, the valuation is
performed using mid prices. For any open net positions, a bid/ask adjustment is applied
to ensure that long positions are recognised at bid price and short positions - at ask
price.

NOTES, PARENT COMPANY

Equity

2020 2019 1/1/2019
Restricted equity
Share capital, ordinary shares 24904 24904 24904
Statutory reserve 5968 5968 5968
Total 30872 30872 30872
Non-restricted equity
Share premium reserve 13206 13206 13206
Retained earnings 59355 49340 46974
Of which own shares -3348 -3348 -3348
Total 72561 62546 60180
Total equity 103433 93418 91052

Changes in equity for the year and the distribution according to IFRS are indicated in
the statement of changes in equity.

In cases that lack an active market, fair value is determined with the help of established
valuation methods and models. In these cases assumptions that cannot be directly att-
ributed to a market may be applied. These assumptions are based on experience and
knowledge of the valuation of financial markets. The goal, however, is to always maxi-
mise the use of data from an active market. All valuation methods and models are vali-
dated continuously by the independent risk control unit. In cases where it is considered
necessary, adjustments are made to reflect fair value, so-called fair value adjustments.
This is done to correctly reflect the parameters in the financial instruments and which
should be considered in their valuations. For OTC derivatives, for example, where the
counterparty risk is not settled with cash collateral, the fair value adjustment is based
on the current counterparty risk (CVA and DVA). CVA and DVA are calculated using
simulated exposures; the method is calibrated with market implied parameters.

The parent company has a continuous process that identifies financial instruments
which indicate a high level of internal assumptions or low level of observable market
data. The process determines how to make the calculation based on how the internal
assumptions are expected to affect the valuation. In cases where internal assumptions
have a significant impact on fair value, the financial instrument is reported in level 3.
The process also includes an analysis based on the quality of valuation data and
whether any types of financial instruments will be transferred between the various
levels. Transfers between fair value hierarchy levels are reflected as taking place at the
end of each quarter. During the years ended 2020 and 20189, there were no transfers
of financial instruments between valuation levels 1 and 2.

For floating rate lending and deposits, which are recognised at amortised cost, the
carrying amount is assessed to equal the fair value.
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2020 2019 1/1/2019
Carrying Carrying Carrying
Fair value amount Difference Fair value amount Difference Fair value amount Difference
Assets
Financial assets
Cash and balances with central banks 167121 167121 107 596 107 596 80903 80903
Treasury bills etc. 131857 131857 132934 132934 96125 96 006 119
of which measured at amortised cost 114743 114743 120251 120251 80010 79891 119
of which measured at fair value through profit or loss 17114 17114 12683 12683 16115 16115
Loans to credit institutions 669 495 669 495 537151 537151 523699 523699
of which measured at amortised cost 660 204 660 204 537034 537034 519151 519151
of which measured at fair value through profit or loss 9291 9291 117 117 4548 4548
Loans to the public 428997 428997 422794 422794 428966 428966
of which measured at amortised cost 388949 388949 375973 375973 389 086 389 086
of which measured at fair value through profit or loss 40048 40048 46821 46821 39880 39880
Bonds and interest-bearing securities 60631 60631 58150 58150 56 407 56 407
of which measured at amortised cost 1 1 2174 2174
of which measured at fair value through profit or loss 60631 60631 58149 58149 54233 54233
Shares and participating interest 16576 16576 6235 6235 4629 4629
of which measured at fair value through profit or loss 16576 16576 6235 6235 4629 4629
Derivatives 59 644 59644 48332 48332 43275 43275
Other financial assets 28558 28558 21389 21389 25612 25612
Total 1562879 1562879 1334581 1334581 1259617 1259497 119
2020 2019 1/1/2019
Carrying Carrying Carrying
Fair value amount Difference Fair value amount Difference Fair value amount Difference
Liabilities
Financial liabilities
Amounts owed to credit institutions 246 804 246 804 161454 161 454 83218 83218
of which measured at amortised cost 243510 243510 161450 161450 82952 82952
of which measured at fair value through profit or loss 3294 3294 4 4 266 266
Deposits and borrowings from the public 869 222 869 222 719211 719211 700 256 700 256
of which measured at amortised cost 852 398 852 398 719193 719193 699615 699615
of which measured at fair value through profit or loss 16824 16824 18 18 641 641
Debt securities in issue 262 643 259922 2721 267 209 263181 4028 306 969 303622 3347
of which measured at amortised cost 256 969 254248 2721 258307 254279 4028 296 234 292 887 3347
of which measured at fair value through profit or loss 5674 5674 8902 8902 10735 10735
Senior non-preferred liabilities 10 545 10359 186 10299 10805 -506
of which measured at amortised cost 10545 10359 186 10299 10805 -506
Subordinated liabilities 23688 23434 254 31730 31934 -204 34 366 34184 182
of which measured at amortised cost 23688 23434 254 31730 31934 -204 34 366 34184 182
Derivatives 74236 74236 69908 69908 54063 54063
Short positions securities 23301 23301 34345 34 345 38613 38613
of which measured at fair value through profit or loss 23301 23301 34345 34345 38613 38613
Other financial liabilities 23026 23026 21244 21244 25379 25379
Total 1533465 1530304 3161 1315400 1312082 3318 1242584 1239055 3529

Financial instruments recognised at fair value
The following tables present fair values of financial instruments recognised at fair
value, split between the three valuation hierarchy levels.

Level 1 primarily contains equities, fund shares, bonds, treasury bills, commercial
papers, debt securities in issue and standardised derivatives, where quoted prices on
an active market are used in the valuation.

Level 2 primarily contains OTC derivatives, less liquid bonds debt securities in issue,
deposits, and investment contract liabilities in the insurance operations. Equity deriva-
tives and all instruments with optionality are valued using option pricing models cali-
brated by market implied parameters. All other interest rate, foreign exchange or credit
derivatives as well as interest-bearing instruments are valued by discounted cash
flows using market implied curves. The fair value of investment contract liabilities in
the insurance operations is determined by the fair value of the underlying assets
(i.e., amount payable on surrender of the policies).
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Level 3 primarily contains unlisted equity instruments, where the price is unobservable
and the sensitivity in the value to changes in the unobservable parameter is linear. To
estimate the unobservable price different methods are applied depending on the type
of available data. The primary method is based on executed transactions or quoated
share price of similar equities. Input to the other methods are for example prices, proxy
prices, market indicators and company information. The level 3 unlisted equity instru-
ments include strategic investments. Visa Inc. shares are subject to selling restrictions
for a period of up to 8 years and under certain conditions may have to be returned.
Liquid guotes are not available for these shares, therefore the fair value is established
with significant elements of Swedbank’s own internal assumptions. During September
Visa Inc. converted half of the outstanding in Visa Inc. C shares to Visa Inc. A shares.
The carrying amount for the holdings in Visa Inc. C at year end amounted to SEK 602m
(1288).
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When valuation models are used to determine the fair value of financial instruments
in level 3, the transaction price paid or received is assessed as the best evidence of fair
value at initial recognition. Therefore, the valuation model is calibrated against the
transactionprice. As of year-end there were no cumulative differences reported in the

balance sheet.

NOTES, PARENT COMPANY

Transfers between fair value hierarchy levels are reflected as taking place at the end
of each quarter. Financial instruments are transferred to or from level 3 depending on

whether the internal assumptions have changed in significance for the valuation.

31 December distributed by valuation level.

The following table shows financial instruments measured at fair value as per

2020 2019
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Assets
Treasury bills and other bills eligible for refinancing with
central banks, etc 14116 2998 17114 8568 4115 12683
Loans to credit institutions 9291 9291 117 117
Loans to the public 40048 40048 46821 46821
Bonds and interest-bearing securities 21933 38698 60631 22115 36034 58149
Shares and participating interest 15544 1032 16576 4487 1748 6235
Derivatives 12 59632 59644 8 48324 48332
Total 51605 150667 1032 203304 35178 135411 1748 172337
Liabilities
Amounts owed to credit institutions 3294 3294 4 4
Deposits and borrowings from the public 16824 16824 18 18
Debt securities in issue, etc 5674 5674 8902 8902
Derivatives 12 74224 74236 12 69 896 69908
Short positions securities 22308 993 23301 31864 2481 34345
Total 22320 101009 123329 31876 81301 113177
Changes in level 3 2020 2019
Assets Assets
Equity Equity
instruments  Derivatives Total instruments  Derivatives Total
Opening balance 1748 1748 1167 2 1169
Acquisitions 20 20
Converted to Visa Inc. A-shares -819 -819
Sale of assets/ dividends received -11 -11
Maturities -1 -1
Gains or loss 103 103 572 -1 571
of which are changes in unrealised gains or losses for items held at closing day -73 -73 565 565
Closing balance 1032 1032 1748 1748
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Financial instruments at amortised cost
The following tables distribute fair values by the three valuation levels for financial instruments at amortised cost.

2020
Fair value

Carrying amount Level 2
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc 114743 114743
Loans to credit institutions 660 204 660 204
Loans to the public 388949 388949
Total 1163896 1163896
Liabilities
Amounts owed to credit institutions 243510 243510
Deposits and borrowing from the public 852 398 852398
Debt securities in issue 256 969 256 969
Senior non-preferred liabilities 10545 10545
Subordinated liabilities 23688 23688
Total 1387110 1387110

2019
Fair value

Carrying amount Level 2
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc 120251 120251
Loans to credit institutions 537034 537034
Loans to the public 375973 375973
Bonds and other interest-bearing securities 1 1
Total 1033259 1033259
Liabilities
Amounts owed to credit institutions 161450 161450
Deposits and borrowing from the public 719193 719193
Debts securities in issue 254279 258307
Senior non-preferred liabilities 10805 10299
Subordinated liabilities 31934 31730
Total 1177 661 1180979
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Financial assets and liabilities which have been offset or are

subject to netting or similar agreements

NOTES, PARENT COMPANY

The disclosures below refer to recognised financial instruments that have been offset in the balance sheet or are subject to legally binding netting agreements, even when they
have not been offset in the balance sheet, as well as to related rights to financial collateral. As of the closing day these financial instruments referred to derivatives, repos (inclu-

ding reverse), security settlement claims and securities loans.

2020 2019
Reverse Reverse
repurchase Securities repurchase Securities
Assets Derivatives agreements borrowing Total Derivatives agreements borrowing Total
Financial assets, which not have been offset or are subject to net-
ting 2550 2550 2172 2172
Financial assets, which have been offset or are subject to netting 57 094 100907 14 158015 46 160 46 784 276 93220
Net amount presented in the balance sheet 59644 100 907 14 160565 48 332 46 784 276 95392
Financial assets, which have been offset or are subject to
netting or similar agreements
Gross amount 146839 144172 14 291025 118474 97 692 276 216442
Offset amount -89 745 -43 265 -133010 -72314 -50908 -123222
Net amount presented in the balance sheet 57 094 100 907 14 158015 46 160 46 784 276 93220
Related amount not offset in the balance sheet
Financial instruments, netting agreements 25599 1600 27199 19381 19381
Financial instruments, collateral 10 99 303 14 99 327 8 46726 276 47010
Cash, collateral 15274 4 15278 11897 58 11955
Total amount not offset in the balance sheet 40 883 100907 14 141804 31286 46 784 276 78346
Net amount 16 211 16211 14874 14874
Repurchase Securities Repurchase Securities
Liabilities Derivatives agreements lending Total Derivatives agreements lending Total
Financial liabilities, which not have been offset or are subject to
netting 2278 54 2332 2843 2843
Financial liabilities, which have been offset or are subject to netting 71959 20118 92077 67 065 23 67088
Net amount presented in the balance sheet 74 237 20118 54 94409 69908 23 69931
Financial liabilities, which have been offset or are subject to
netting or similar agreements
Gross amount 163831 63383 54 227268 141 297 50931 192 228
Offset amount -91872 -43 265 -135137 -74232 -50908 -125140
Net amount presented in the balance sheet 71959 20118 54 92131 67 065 23 67 088
Related amount not offset in the balance sheet
Financial instruments, netting agreements 25599 1600 27199 19381 19381
Financial instruments, collateral 5741 18518 54 24313 3264 3264
Cash, collateral 27510 27510 16 081 23 16 104
Total amount not offset in the balance sheet 58 850 20118 54 79022 38726 23 38749
Net amount 13109 13109 28339 28339
Specification of adjustments for non-cash items in operating activities

2020 2019
Amortised origination fees -499 -4390
Unrealised changes in value/currency changes -576 -944
Depreciation of tangible and intangible assets 4795 4775
Impairment of fixed assets 25 15
Reversal of previous impairment of fixed assets -16
Impairment provisions and write-offs 3840 1390
Dividend Group entities -11823 -10212
Prepaid expenses and accrued income 1495 -1020
Accrued expenses and prepaid income -1318 1569
Share-based payments to employees 106 176
Capital gains/losses on financial assets -493 -129
Other 166 -47
Total -4298 -4917
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Dividend paid and proposed disposition of

earnings
2020 2019
SEK per SEK per
Ordinary shares share Total share Total
Dividend paid 14.20 15878
Proposed dividend 2.90 3252 8.80 9856

At the Annual General Meeting on 28 May 2020, no decision was made on the propo-
sed dividend for the financial year 2018. Instead, an Extraordinary General Meeting on
15 February decided to make a cash dividend of SEK 4.35 per ordinary share for the
financial year 2019, which corresponded to SEK 4 871m. The dividend was paid 22
February 2021.

The Board of Directors recommends that shareholders receive a dividend of SEK 2.90
per ordinary share in 2021 for the financial year 2020, corresponding to SEK 3 252m.

SEK 54 484m is at the disposal of the Annual General Meeting. Earnings in accordance
with the balance sheet of Swedbank AB to SEK 59 355m less dividends paid on the 22
February 2021 of SEK 4 871m.

The Board of Directors recommends that the earnings be disposed as follows (SEKm):

Assets pledged, contingent liabilities
and commitments

Assets pledged

Assets pledged for own liabilities 2020 2019 1/1/2019
Government securities and bonds pledged

with the Swedish central bank 50726 10000 9776
Government securities and bonds pledged

with foreign central banks 12 401 5355 6691
Government securities and bonds pledged

for liabilities to credit institutions, repur-

chase agreements 10986 8687 6920
Government securities and bonds pledged

for deposits from the public, repurchase

agreements 17515 15680 13506
Cash 18 464 9002 4470
Total 110092 48 724 41 363

The carrying amount of liabilities for which assets are pledged amounted to SEK 50
650m (47 426) in 2020.

Other assets pledged 2020 2019 1/1/2019

2020 2019 Shares 447 84 186
Balanserad vinst enligt balansrakningen 59355 49 340 Government securities and bonds pledged
Utbetald utdelning den 22 februari 2021 4871 4g71  forother commitments 6256 3475 1858
Kvar att disponera vid arsstimman 2021 54 484 Cash 446 429 423
2,90 kronor utdelas kontant per stamaktie 3252 Total 7149 3988 2467
Till ny rakning Gverfdrs sl 44469 Collateral is pledged in the form of governement securities or bonds to central banks in
Summa disponerat 54 484 49340 order to execute transactions with the central banks. In so-called genuine repurchase

The proposed total amounts to be distributed and carried forward to next year have
been calculated on all 1 119 991 775 outstanding ordinary shares at 31 December
2020, plus 1 272 063 outstanding ordinary shares entitled to dividends which have
been estimated to be exercised by employees between 1 January to the Annual General
Meeting as per 25 March 2021 relating to remuneration programs. The proposed total
amounts to be distributed and carried forward to next year are ultimately calculated on
the number shares entitled to dividends on the record day. The amounts could change
in the event of additional share repurchases or sales of treasury shares before the
record day. Unrealised changes in the value of assets and liabilities at fair value

have had a negative effect on equity of SEK 480m.

The proposed record day for the dividend is 29 March 2021. The last day for trading in
Swedbank’s shares with the right to the dividend is 25 March 2021. If the Annual
General Meeting accepts the Board's proposal, the dividend is expected to be paid by
Euroclear on 1 April 2021. At year-end, the consolidated situation’s total capital requi-
rement according to pillar 1 and buffer requirements by SEK 44 746m. The surplus in
Swedbank AB was SEK 80 114m.

The business conducted in the parent company and the Group involves no risks
beyond what occur and can be assumed will occur in the industry or the risks associa-
ted with conducting business activities. The Board of Directors has considered the
parent co pany’s and the Group's consolidation needs through a comprehensive assess-
ment of the parent company’s and the Group’s financial position and the parent compa-
ny’s and the Group’s ability to meet their obligations. The assessment has also been
done based on currently expected regulatory changes.

Given the financial position of the parent company and the Group, there can be no
assessment other than that the parent company and the Group can continue their
business and that the parent company and the Group can be expected to meet their lia-
bilities in both the short and long term and have the ability to make the necessary
investments. It is the assessment of the Board of Directors that the size of the equity,
even after the proposed dividend, is reasonable in proportion to the scope of the parent
company’s and the Group’s business and the risks associated with conducting the busi-
ness.

The assessment of the Board of Directors is that the proposed dividend is justifiable
given the demands that are imposed due to the nature, scope and risks associated with
the business and the Group’s business on the size of the parent company’s and the
Group's equity as well as on the parent company’s and the Group’s balance sheets,
liquidity and financial positions.
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transactions, where the parent company sells a security and at the samt time agrees to
repurchase it, the sold security remains on the balance sheet. The carrying amount of
the security is also recognised as a pladged asset. In principle, the parent company can-
not dispose of pledged collateral. generally, the assets are also separated behalf of the
beneficiaries in the event of the parent company’ s insolvency.

Contingent liabilities

Nominal amount 2020 2019 1/1/2019
Loan guarantees 272397 456 261 454939
Other guarantees 38948 38667 33538
Accepted and endorsed notes 828 1200 1988
Letters of credit granted but not utilised 3022 2764 2417
Other contingent liabilities 11

Total 315206 498892 492882
Commitments

Nominal amount 2020 2019 1/1/2019
Loans granted but not paid 253934 189680 174118
Overdraft facilities granted but not utilised 70118 68 468 63574
Total 324052 258148 237692
Credit impairment provisions for contingent

liabilities and commitments -804 -590 -402

The nominal amount of interest, equity and currency related contracts are shown in
note P24 Derivatives.

Money laundering

Swedbank is cooperating with authorities in the united States who are conducting
investigations into Swedbank’s historical AML compliance and the Group'’s response
thereto, as well as related issues involving the Group’s anti-money laundering controls
and certain individuals and entities who may at some time have been customers of the
Group. The timing of the completion of the investigations is still unknown and the out-
come is still uncertain. At present, it is not possible to reliably estimate the amount of
any potential settlement or fines, which could be material.
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Transferred financial assets

The parent company transfers ownership of financial assets in connection with repos
and security loans. Although ownership has been transferred in these transactions, the
asset remains on the balance sheet since the parent company is still exposed to the
asset’s risk of fluctuating in value. This is because the agreement stipulates at the time
of transfer that the asset will be restored. Sales proceeds received in connection with
repos are recognised as liabilities. Related liabilities are reported in the note before any
offsetting in the balance sheet. All assets and related liabilities are recognised at fair

Transferred assets

NOTES, PARENT COMPANY

value and included in the valuation category fair value through profit and loss, trading.
Liabilities related to securities lending refer to collateral received in the form of cash.
These liabilities are reported in the valuation category amortised cost. In addition to
what is indicated in the table for securities lending, collateral is received in the form of
other securities to cover the difference between the fair value of the transferred assets
and the recognised liability’s fair value. At year-end the parent company had no com-
mitments in financial assets that had been removed from the balance sheet.

Associated liabilities

Of which Of which Of which Of which
Carrying repurchase securities Carrying repurchase securities
2020 amount agreements lending amount agreements lending
Valuation category, fair value through profit or loss
Held for trading
Shares 447 447 47
Debt securities 28502 28502 28513 28513
Total 28949 28502 447 28 560 28513 47
Transferred assets Associated liabilities
Of which Of which Of which Of which
Carrying repurchase securities Carrying repurchase securities
2019 amount agreements lending amount agreements lending
Valuation category, fair value through profit or loss
Held for trading
Shares 84 84
Debt securities 24367 24367 24209 24209
Total 24 451 24367 84 24 209 24209

Operational leasing

The agreements mainly relate to premises in which the parent company is the lessee. The terms of the agreements comply with customary practices and include clauses on
inflation and property tax. The combined amount of future minimum lease payments that relate to non-cancellable agreements is allocated on the due dates as follows:

2020 Expenses Income subleasing Total 2019 Expenses Income subleasing Total
2021 658 30 628 2020 706 54 652
2022 596 29 567 2021 564 49 515
2023 543 29 514 2022 548 29 519
2024 437 27 410 2023 494 29 465
2025 410 27 383 2024 404 28 376
2026 406 27 379 2025 378 28 350
2027 375 26 349 2026 347 27 320
2028 342 26 316 2027 336 27 309
2029 286 17 268 2028 307 27 280
2030 or later 1305 81 1224 2029 or later 1408 104 1304
Total 5358 319 5039 Total 5492 402 5090
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Related parties and other significant relationships

Associates and

Subsidiaries joint ventures Other related parties
2020 2019 2020 2019 2020 2019
Assets
Loans to credit institutions 622 699 492783 15730 16 307
Loans to the public 1771 2098
Bonds and other interest-bearing securities 2517 2470
Derivatives 7681 4183 20 9
Other assets 13975 15014
Prepaid expenses and accrued income 265 271
Total assets 648908 516819 15750 16 316
Liabilities
Amount owed to credit institutions 120594 91987 4968 3712
Deposits and borrowing from the public 9931 10057 738 455
Derivatives 19949 29100 10 9
Other liabilities 461 445 59
Total liabilities 150935 131589 4978 3780 738 455
Guarantees 269071 451 420
Derivatives, nominal amount 1031275 1110776 808 1013
Commitments 26253
Income and expenses
Interest income 1504 -354 121 142
Interest expenses 814 1044
Dividends received 2128 4173 2 529
Commission income 2334 1865 68 80
Commission expenses 81 24 167 167
Other income 324 176 653 500
Other general administrative expenses 1 4 637 619

Events after 31 December 2020

See Group note G56.
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Changed presentation of Cash flow

For further information see note G2 Accounting policies.

SEKm Previous reporting Change New reporting
Operating activities

Operating profit 21759 21759
Adjustments for non-cash items in operating activities -4917 -4917
Taxes paid -3779 -3779
Increase (-) / decrease (+) in loans to credit institution -13441 -13441
Increase (-) / decrease (+) in loans to the public 5672 5672
Increase (-) / decrease (+) in holdings of securities for trading -39792 -39792
Increase (+) / decrease (-) in deposits and borrowings from the public 18942 18942
Increase (+) / decrease (-) in amounts owed to credit institutions 78710 78710
Increase (-) / decrease (+) in other assets 6995 6995
Increase (+) / decrease (-) in debt securities in issue -49039 -49039
Increase (+) / decrease (-) in other liabilities 8353 8353
Cash flow from operating activities 78502 -49 039 29463
Investing activities

Acquisition of and contribution to Group entities and associates and joint ventures -992 -992
Disposal of/repayment from Group entities and associates 166 166
Business disposals 360 360
Acquisition of other fixed assets and strategic financial assets -8343 -8343
Disposals of other fixed assets and strategic financial assets 3842 3842
Dividends and Group contributions received 9611 9611
Cash flow from investing activities 4644 4644
Financing activities

Issuance of interest-bearing securities 17211 -17211

Redemption of interest-bearing securities -53490 53490

Issuance of commercial papers 483 569 -483 569

Redemption of commercial papers -487 865 487 865

Issuance of senior non-preferred liabilities 11266 11266
Issuance of subordinated liabilities 4909 4909
Redemption of subordinated liabilities -7711 -7711
Dividends paid -15878 -15878
Cash flow from financing activities -56 453 49 039 -7414
Cash flow for the year 26 693 26 693
Cash and cash equivalents at the beginning of the year 80903 80903
Cash flow for the year 26693 26693
Cash and cash equivalents at end of the year 107 596 107 596

Swedbank Annual and Sustainability Report 2020



198

ALTERNATIVE PERFORMANCE MEASURES

Alternative performance measures

Swedbank prepares its financial statements in accordance with IFRS as adopted by the EU, as set out in Note G2. The annual report includes a number of alternative performance
measures, which exclude certain items which management believes are not representative of the underlying/ongoing performance of the business. Therefore the alternative
performance measures provide more comparative information between periods. Management believes that inclusion of these measures provides information to the readers that

enable comparability between years.

Measure and definition

Purpose

Net investment margin before trading interest is deducted
Calculated as Net interest income before trading-related interest is deducted, in relation to average
total assets. The average is calculated using month-end figures?, including the prior year end.

The nearest IFRS measure is Net interest income and can be reconciled in Note G8.

Considers all interest income and interest expense, independ-
ent of how it has been presented in the income statement.

Allocated equity
Allocated equity is the operating segment’s equity measure and is not directly required by IFRS. The
Group's equity attributable to shareholders is allocated to each operating segment based on capital
adequacy rules and estimated capital requirements based on the bank’s internal Capital Adequacy
Assessment Process (ICAAP).

The allocated equity amounts per operating segment are reconciled to the Group Total equity,
the nearest IFRS measure, in Note G5.

Used by Group management for internal governance and
operating segment performance management purposes.

Return on allocated equity
Calculated based on profit for the financial year for the operating segment (operating profit less estimated
tax and non-controlling interests), in relation to average allocated equity for the operating segment.
The average is calculated using month-end figures?, including the prior year end.
The allocated equity amounts per operating segment are reconciled to the Group Total equity,
the nearest IFRS measure, in Note G5.

Used by Group management for internal governance and
operating segment performance management purposes.

Income statement measures excluding expenses for the administrative fine
Amounts related to expenses is presented excluding expenses for administrative fine.
The amounts are reconciled to the relevant IFRS income statement lines on page 30.

Provides comparability of figures between reporting
financial years.

Return on equity excluding expenses for administrative fine
Represents profit for the financial year allocated to shareholders excluding expenses for the administra-
tive fine in relation to average Equity attributable to shareholders’ of the parent company. The average
is calculated using month-end figures®, including the prior year end.

Profit for the financial year allocated to shareholders excluding expenses for administrative fine are
reconciled to Profit for the financial year allocated to shareholders, the nearest IFRS measure, on page 30.

Provides comparability of figures between reporting
financial years.

Cost/Income ratio excluding expenses for administrative fine

Total expenses excluding expenses related to administrative fine in relation to total income. Total expenses
excluding expense for administrative fine is reconciled to Total expenses, the nearest IFRS measure, on
page 30.

Provides comparability of figures between reporting
financial years.

Other alternative performance measures
These measures are defined on page 252 and are calculated from the financial statements
without adjustment.

« Cost/Income ratio

« Credit Impairment ratio

« Credit impairment provision ratio Stage 1 loans
« Credit impairment provision ratio Stage 2 loans
« Credit impairment provision ratio Stage 3 loans
« Equity per share

* Investment margin

* Loan/Deposit ratio

* Return on equity!

* Return on total assets

« Share of Stage 2 loans, gross

« Share of Stage 3 loans, gross

« Total credit impairment provision ratio

1) The month-end figures used in the calculation of the average can be found on page 74 of the Fact book.

Used by Group management for internal governance and
operating segment performance management purposes.
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Sustainability year 2020

Swedbank’s sustainability work has been punctuated by external factors such as the global
pandemic and upcoming EU regulations in the sustainability area. Climate change is a critical
factor both internally and in the bank’s customer offers, which is why a major focus has been
placed on establishing clear climate targets and developing new climate oriented products.

Compliance in sustainability, governance, processes and systems
The financial market is being affected right now by major regulatory
changesin the sustainability area with new regulations from the EU and
the Swedish FSA’sincreased focus on sustainability inits supervision.
Swedbank works proactively with sustainability and integrates a sustain-
ability perspectiveinallits operations. To stay on the forefront and
advanceitsposition, itisimportant that the bank adapt to the transition
and new requirements.

Akey initiative was established during the year to strengthen Swed-
bank’s sustainability work. The aimis to ensure that identified shortcom-
ings are remedied and to raise sustainability to a higher level within the
bank. The goal was and s to ensure a coordinated approach with clear ambi-
tions for both private and corporate customers, to establish a long-term
planand to facilitate effective implementation of upcoming EU regulations
onsustainable finance. As part of theinitiative, a Center of Excellence (CoE)
in Sustainable Finance and Business Integration was established within the
Group-wide sustainability unit. The main role of the unitis to work closely
with the business areas and Group Functions on sustainability issues and
implementation of new EU regulations. Among the goals are to bring sus-
tainability into the dialogue with customers and build competence within
the bank.

Promote sustainable growth in society and increase customer value
Swedbank’s main impacts arise through advice, products, services and
social engagements. Issues of sustainability and responsibility are closely

tied to the bank’s vision, a financially sound and sustainable society, and it is
important that sustainability isintegrated in everything the bank does,
every day. Swedbank sees sustainability as profitable in the long term, and
itiscritical tofacilitate sustainable growth by allocating capital to activities
that contribute to the transition. Sustainability-linked loans remained an
important product for the bank in the year, and in Baltic Banking several
new sustainable products and services were launched. ESG bonds have also
been very important, where Swedbank Sustainable Capital Markets within
the business areaLarge Corporates and Institutions has held a leading posi-
tionasanissuerinthe Nordic region.

Transparent reporting
Transparency around sustainability is essential in order to maintain the
trust of the bank’s external stakeholders. Thereis a growing demand among
investors and political decision makers for greater transparency with
respect to climaterisks and how they are managed. Swedbank’s work to
introduce the recommendations of the Task Force on Climate-related Finan-
cial Disclosures (TCFD) continued during the year and climate training was
launched to educate employees. Inaddition, all TCFD'’s sector portfolios
have been scenario tested with the results described on page 209-211.
Swedbank has also worked actively toimplement the UN Principles for
Responsible Banking and established two new Group-wide targets. A port-
folioimpact analysis have been conducted with a focus on demonstrating
how products and services create value for the bank’s stakeholders and
society asawhole. The results can be found on pages 207-208.

Sustainability indexes

Swedbank qualified during the year for the Dow Jones Sustainability World
Index 2020, one of the world’s most prestigious sustainability indexes.
Each year Dow Jones ranks the world’s most sustainable companies, and
beingincluded is proof that Swedbank has shown consistency inits work
with environmental, economic and social issues. In addition, Swedbank
ranked highest among major Swedish banks in Fair Finance Guide’s annual
policy report.

Swedbank always takes into account the requirements and recommen-
dations mentioned in various sustainability surveys and indexes and works
actively toadapt accordingly. The bank hasin recent years continuously
dialogued with stakeholder groups onits progressin remedying the short-
comings identified in routines, systems and processes to combat money
laundering and other financial crime.

The sustainability report aligns with the Global Reporting Initiative (GRI). This report
hasbeen preparedin accordance with the GRIStandards: Core option and has been
reviewed by PwC (limited assurance)in accordance with the assurancereporton
page 243. Theinformationinthe sustainability report pertains to the calendar year
2020 (the previous report wasin 2019), unless otherwise indicated, and describes
the mostimportantaspects of Swedbank's sustainability work. The sustainability
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Sustainability index/ranking 2020 2019 2018
Bloomberg Gender and Equality Index! 77 77 85
CDP (score)? B B B
Dow Jones Sustainability Index (score)? 81 76 72
Equileap (ranking)* 66 9
Fair Finance Guide (score %)° 68 65 64
FTSE4Good ESGrating (score)® 4.5 4.6 4.4
ISS Corporate Governance (score)’ C(Prime) C(Prime)

MSCIESGrating (score)® AA A AA
Sustainalytics (score)® 79 75 80

1)Scoring scale 0-100.

2)Scoring scale A-D-.Maxscoreis Aand Bwas the
average score for the financial sectorin 2020.

3)Scoring scale 0-100. The scores for 2019and 2018
were revised due to shartcomings in the bank’s anti-
money laundering work.

4)Swedbank’sranking out of a total of 3519 companiesin
2018. Thescore for 2019 was 59%. No result for 2020.

5)Scoring scale 0-100%.

6)Scoring scale 0-5. Swedbank has qualified for
the FTSE4Good Index.

7)Scoringscale A+-D-.

8)Scoring scale AAA-CCC.

9)Scaring scale 0-100. Swedbank's ESG Rating
placesitinthe Outperformerlevel.

report comprises Swedbank ABandits subsidiaries (see Note G1 and P24). The aimis
topresent progressas well the areas that need furtherimprovement.

Inthenotes, theresults of the work are reported from the standpoint of the core
processes: pay, save/invest, finance and procure. They are also presented based on
thebank’'s work with HRissues, the environment, taxes, anti-corruption, informa-
tion security, humanrights and social engagement. Sustainability information is
presented on pages 16-23and 199-236 as well as on www.swedbank.com.
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Collaborating for sustainable development

Sustainability at Swedbank is characterised by helping people and companies to make sustain-
able choices that contribute to a sound and sustainable economy. This includes responsible
business decisions, value creation and transparency. The UN Principles for Responsible Banking
and UN Principles for Responsible Investment are important commitments that guide this work
and are the basis of the bank’s positions and how it acts.

Partnerships nationally and internationally are an important part of Swed-
bank’s sustainability work. The bank is active in anumber of strategic
forums to collaboratively promote sustainable development in the financial
sector. Swedbank cooperates with several of the largest Nordic companies
through the network Nordic CEQOs for a Sustainable Future to contribute to
the UN Sustainability Development Goals by adapting business strategies
and through cooperations with the Nordic governments and public agen-
ciestoaccelerate progress on key sustainability issues.
Swedbank isamember of the bankers’ associationsin all its home mar-
kets and through them maintains an open dialogue on sustainability with
othersintheindustry.
Swedbank applies the precautionary principle and follows the UN Global
Compact’s 10 principles. The bank has integrated sustainability risk analy-
sesincentral processes and takes,among others, the following precaution-
ary measures;
¢ Indialogue with customers and suppliers, guidelines are applied to call
attention to specific risks, opportunities and recommendations related
to various industries’ sustainability problems.

¢ Aspartofthefinancial analysis, sustainability risks are assessed.

¢ Employeesreceive mandatory sustainability training.

e Throughthebank’sISO 14001 certified environmental management
system,an annual assessment is made of the Group’s environmental
impacts and compliance with laws and environmental requirements.

Partnerships

The world today is more interconnected than ever before and sustainable
development benefits from partnerships and collaboration. UN Sustainabil-
ity Development Goal 17 stresses the importance of sharing knowledsge,
expertise, technology and financial resources to achieve the goals. One way
to build competence within Swedbank is by partnering with other organisa-
tions to effectively advise customers on adopting more sustainable busi-
ness models, technologies and lifestyles.

Thebankhas along tradition of innovation and cooperation with others
to generate higher value and develop user-friendly financial services for its
customers. One example is the long relationship with the savings banks,
where educating the public on personal finance has been a significant part
of the partnership. Swedbank has also joined the Energy Efficient Mort-
gages Initiative, where new mechanisms are being developed so that
investmentsin energy-efficient housing solutions can qualify customers
forbetter mortgage terms.

Partnerships have been established with third parties such as fintech
firms to focus on technology, the customer experience and interfaces,
which has created opportunities to offer new customer-centric functions,
servicesand products. The goalis to develop partnerships with third par-
ties todeliver solutions for sustainable production and consumption. Part
of thisis utilising digital technology for new solutions that contribute to
economicinclusion, greater access to credit and improved data security. So
farthe main result has been experience-based services, but developments
inopen banking, as part of Payment Service Directive 2 (PSDZ2), are paving
the way for new technological innovations.

¢ Equator Principles

 Principles for Responsible Banking (PRB)

¢ Science Based Targetsinitiative

¢ TaskForce on Climate related Financial Disclosures (TCFD)

¢ UNWomen's Empowerment Principles

¢ UN Global Compact

¢ UN Guiding Principles on Business and Human Rights

¢ Climate Action 100+ (Swedbank Robur)

¢ Finance for Biodiversity (Swedbank Robur)

¢ International Corporate Governance Network (ICGN)
(Swedbank Robur)

¢ Principles for Responsible Investments (PRI) (Swedbank Robur)

Membership and network

* Bankers'associationsin Sweden, Estonia, Latvia and Lithuania.

¢ Energy Efficiency Financial Institutions Group (EEFIG)

e EUDiversity Charterand Diversity Charterin Estonia, Latvia
and Lithuania

¢ European Savings and Retail Banking Group Sustainable Task Force

¢ |CCBusiness Charter for Sustainable Development

e |nstitute for Sustainability and Corporate Social Responsibility in Latvia

¢ Lithuanian Association of Responsible Business

¢ Nordic CEOs foraSustainable Future

* The Swedish Association for Sustainable Business (NMC)

¢ Swedish Bankers' Association’s Sustainability Council and Sustain-
ability Committee

¢ Swedish banking sector’s (employer association BAO and trade union
Finansforbundet) Central Gender Equality and Diversity Committee

* Swedish National Advisory Board for Impact Investing (NAB)

¢ UNEnvironmental Programme for the Financial Sector (UNEP-FI)

¢ UN Global Compact’s Sustainable Ocean Business Action Platform
inNorway

Partnerships

¢ Swish - payment processing

» Bankgiro-real-time clearinghouse for mass paymentsin Sweden

» Gigstr-"Switchobs” initiative where companies can share employees

« Minna Technologies - subscription service through mobile app

¢ Meniga - mobile service that empowers people to manage their
personal finances

¢ Asteria-adigital cash flow and decision making tool for small to
mid-sized companies

» Kaching-acloud-based, mobile and simple payment solution for merchants

The above is a sample of engagements.
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Materiality analysis

As a company and bank, Swedbank is strongly impacted by outside events, economic
conditions, laws and regulations, growing competition and an increased demand for
transparency and availability from customers and other important stakeholders.

Itisimportant to understand whichissues and drivers are priorities for the
bank’s customers and stakeholders when they make their choices, as well
as which areas are considered most important for the bank to contribute
tosociety's sustainable development.

To track this, the bank continuously interacts with stakeholders during
the year through so-called stakeholder dialogues - both qualitative and
quantitative. Customer, brand and opinion surveys, as well as trade forums
where currentissues and trends are brought up, are examples. During the
year, Swedbank also performed a materiality analysis to identify the issues
most relevant to stakeholders and the bank’s own business. These analyses
are performed every few years, to gaininsight on trends, business risks and
opportunities that affect the bank’s ability to create long-term value, which
provides anopportunity to prioritise areas that both internal and external
stakeholders expect the bank to focus on.

Method

Thefirststepinthe year’'s analysis was toidentify material areas through
acomprehensive evaluation based on the bank’s previously selected areas
and the most pertinent topics for the financial sector. This analysis was
usedin formulating a survey sent toaround 120 key employees represent-
ing various business areas and staff functions with a good understanding
of Swedbank’s stakeholders. Theresults then served as the basis of a sec-
ond survey, which was sent to external stakeholders. The material topics
wererevised, some were removed, and consolidated toinclude eleven areas
that were considered important for developing Swedbank from a sustain-
ability perspective. The topics covered everything from economic stability

tosecure T systems, climate impacts, societal engagement and gender
equality. Responses were received from around 900 private customers,
400 corporate customers, 500 employees, 17 social partners (e.g. authori-
tiesandinterest groups) and 8 owners/investors. The materiality analysis
was conducted in Sweden, Estonia, Latvia and Lithuania.

Results

Aclear patternemerged in how various areas were ranked by stakeholders,
regardless of stakeholder group and market. The highest rankings were
for the areas that are cornerstones of the bank’s operations, while mare
product and thematically oriented areas ranked lower. At the same time,

all the topics were considered important with alowest average score of
7.4 (onascaleof 1-10).

Areas such as financial stability, stable IT systems with high security
andresilience, business ethics and performance are among Swedbank’s
main success factors according to stakeholders. Shortcomingsin any of
these areas canimpact the bank’s reputation and opportunities to create
long-term value for stakeholders. These areas are categorised as key
parameters and provide a platform for the bank as a company.

Other more product-related areas such as sustainable investments and
sustainable finance are also considered important areas for Swedbank to
have a positive impact on society from an environmental, social, economic
and ethical perspective.

The results of the materiality analysis are then reflected in Swedbank’s
strategic business decisions and activity planning and provide a basis for sus-
tainability reporting in accordance with the Global Reporting Initiatives (GRI).

Order of priority Note SDG
Key Secureandstable|T systems S7
parameters e Business ethics S7,510
e Financially stable bank S8
o Combat economic crime S7
o Responsible governance 57,510
© Highavailability s1
o Attractive employer S6
Thematic e Promote sustainableinvestments 52,59
areas
e Promote climate transition S2,53,54,55
@ Societal engagement S8
@ Promote sustainable finance S3,59
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Stakeholder engagement

Stakeholder groups

Swedbank’s stakeholders are divided into four main categories: Customers,
Employees, Owners and Investors, and Society & the world around us. In
addition, Swedbank interacts with a large number of other stakeholder
groups tovarying degrees. They include the following:

 Authorities

» Municipalities and county councils
e Regulators

* Pension managers

* Stakeholder organisations
 Trade organisations

* Associations

¢ Primary and secondary schools

* Asset managers « Colleges and universities
¢ Analysts e Suppliers

e Journalists  Subsidiaries

* Unions * Competitors

e Students ¢ Ratings agencies

« Foundations
* Not-for-profit organisations

« Sustainability indexes
* Auditors

Identifying and selecting stakeholders

Swedbank’s stakeholders are those who are materially impacted by and
have animpact onthe bank’s operations. This serves as the basis for select-
ing the overarching stakeholder groups. Based on the Group’s overarching
framework, market analysis, internal discussions and active, structured
measures to create and participate in various forums for dialogue and
advocacy, Swedbankidentifies and selects relevant stakeholders within
each group.

Material topics and approach to stakeholder engagement
Communication with stakeholder groupsisimportant to Swedbank’s oper-
ations. The bank maintains an open dialogue with many different groupsin
society. The Group Communication and Sustainability unit provides guide-
lines, support and coaching for stakeholder dialogue. Swedbank operates
in various markets and dialogue is adapted for local implementation.

Following is adescription of some of the key topics discussed with
stakeholders during the year. For more information on how the bank
addressed theseissues, see pages 16-23 and 199-236.

Customers

The bank dialogues with customers through both traditional and digital

channels. Customers also meet the bank through its marketing and other

ongoing activities. Annual customer surveys are a valuable source of

opinions and suggestions. Key topics raised during the year included:

 Digital services and availability for the bank’s customers

* Lossof confidence related to shortcomingsin the bank’s AML work

¢ Increasedinterestin how sustainability-related regulationsimpact
the bank

¢ Increased demand for sustainable products and services.

Employees

How employees perceive their work situation has a bigimpact on their

performance, engagement and well-being, as well as how they inturnare

seen by colleagues, customers and other stakeholders. The year was largely

distinguished by Covid-19 and itsimpacts. Swedbank regularly conducts

surveysto gauge employees’ views on their work situation and the bank as

anemployer. Employee engagement is measured, discussed and followed

upinall groups.Key topics raised during the year included:

e Communicationon Covid-19 with the aim of creating a safe and secure
workplace and limiting the spread of the coronavirus

¢ Comprehensive evaluation thatinvolved allemployeesin order to
strengthen the bank’s corporate culture and create a clearer strategic
direction going forward

SUSTAINABILITY

¢ Begandevelopment work on the bank’s leadership with new principles
toclarify demands and expectations on the bank’s leaders. Continuous
support and upskilling in key areas through specialised training, not least
asrelates to the pandemic

¢ Furtherdevelopment of the “Swedbank at Work” concept.

Owners and investors

Swedbank actively communicates the Group’s strategy and development
toexisting and potential investors, analysts and the media. Information is
provided through various channels such as quarterly reports, annual and
sustainability reports, meetings with investors, teleconferences, the com-
pany’s website and press releases. Capital market days, which are held to
present Swedbank and its operations, offer an opportunity for dialogue.
Key topics raised during the year included:

* How the bankisimpacted by and is managing the consequences of the
Covid-19 pandemic, e.g.in terms of creditimpairments, lending and
amortisation exemptions

Action plantostrengthen the bank’s work to prevent money laundering
and with the remaining regulatory investigations

Thebank’s ESGrating and sustainability work.

Society & the world around us
Swedbank continuously cooperates with supervisory authorities and deci-
sion makersonissues related to the current sustainability agenda - through
bilateral dialogue and collaboratively with other banks through various
trade organisations. The bank is a member of the Swedish Bankers’ Associ-
ation’s sustainability council and sustainability committee as well as the
European Savings and Retail Banking Group (ESBG) Sustainable Finance
Task Force. Anopen dialogue is maintained with the Ministry of Finance, the
FSAand other relevant Swedish authorities, and with the European Com-
mission, the European Central Bank and the European Banking Authority.
Swedbankis engaged in various social initiatives in our home markets.
Though they differin purpose, scope and geography, the goal is the same:
to promote social development. Swedbank regularly interacts with various
groupsinsociety throughlocal projects and activities covering everything
from business-relatedissues to publiceducation and volunteer work. Key
topicsraised during the year included:
¢ EUregulations (taxonomy, disclosures and benchmarks) as part of the EU
Commission’s action plan to finance sustainable growth. Thisincludes
the challenge that the taxonomy currently covers only climate aspects
and the debate on applying the taxonomy to credits where there s lim-
ited access todata oncustomers’ carbon footprint.
Continued efforts to address histarical shortcomings in detecting and
preventing money laundering, and how the shortcomings are addressed.
The need for dialogue with decision makers and others outside the bank
has been greatestin Sweden and Estonia.
Inconsultation with the Sparbanksstiftelser among others, anew
organisation has been established in Sweden to accentuate the bank’s
engagementin social issues across the country through initiatives such
as Young Economy, Digital Economy and Junior Achievement. Despite the
ongoing pandemic, which has made it harder to meet young people face-
to-face, the aimis still to double the number of participants wholearn
new skills as part of Young Economy via digital solutions.
¢ Theongoing pandemic hasimpacted many, and to support our customers
we have created web pages that aggregate information, videos, calcula-
tors, tips and advice for private and corporate customers. By October
2020, the pages already had over a million visitors. In partnership with
the talent matching firm Gigstr we also launched “SwitchJobs”, aninitia-
tive that enables companies to share employees.

Swedbank Annual and Sustainability Report 2020
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Sustainability management

The governance model and operational structure are designed to support Swedbank’s purpose

- empower the many people and businesses to create a better future. Sustainability management
isintegrated in the Group’s operational controls and comprises Swedbank’s sustainability policies,
strategy, Group goals, implementation, monitoring and reporting. The ambition is to maximise
business and social benefits and minimise the negative effects of Swedbank’s business and
operations by integrating economic, social, environmental and ethical dimensions in the

bank’s core processes.

Sustainability management is based on Swedbank’s governing framework
(policies, instructions, policy statements and sector guidelines) and is
implemented in the bank. Swedbank’s ISO 14001 certified environmental
management system creates a systematic approach and structure to moni-
tor targetsand otherresultsin the environmental and sustainability work.
The bank maintains and improves the management systemin accordance
with the requirements of the standard. As part of the environmental man-
agement system, reporting is provided continuously for the annual “Man-
agement Review” and for internal and external audits of the system.

Regulations and oversight: Sustainability management is affected by
stakeholders’ priorities, new external regulations and the bank’s own ambi-
tion to play a partin the development of a sustainable society. Anumber of
regulations and framewaorks have been adopted by the EU to align with the
Paris Agreement and the UN Sustainable Development Goals. The purpose
of theregulationsis to steer capital to sustainable investments, include
risks associated with sustainability in the financial sector’s risk manage-
ment and/or promote transparency and a farsighted approach. One of the
regulations that has been adopted is on sustainability-related disclosures.
The goal is to be more transparent about integrating sustainability risks
and the negative impacts on the environment or society from investment
decisionsandinadvisory services. Another regulation establishes a frame-
work tofacilitate sustainable investments, also known as the taxonomy.
Theaimistocreate atool that classifiesinvestments as sustainable or not.

Swedbank’s Board of Directors has ultimate responsibility for governance
of the sustainability work and are actively involvedin theseissues. The
Board adopts the bank’s policies in this area, including the code of conduct (all
available on swedbank.com/sustainability). These policies apply to the
Groupand are designed to set a standard for Swedbank’s sustainability wark
and ensure that employees comply with current laws and regulations. They
include the Group’s sustainability policy, environmental policy, humanrights
policy and policy ondiversity and inclusion.

Internal Auditisanindependent control function whose head is supported
by and reports to the Board of Directors and therefore isindependent of the
executive management. The purpose of Internal Audit’s reviews is to create
improvements in operations by independently evaluating the bank’s corpo-
rate governance, risk management, and internal control processes. In 2020,
Internal Audit completed a number of audits of the bank’s sustainability
commitments. Thisincluded parts of the bank s climate reporting and sus-
tainability analysis. With the help of these audits, procedures and tools
have been developed and refined.

Swedbank s Corporate Governance report 2020 is presented
onpages 36-55.

Material impacts and strategic policy documents

Material topic Materialimpact

Examples of strategic policy doc-
uments that support Swedbank’s
material topics

Society & the world

¢ Anti-corruption policy
* Codeofconduct

Employees Customers aroundus Owners & investors « Credit policy
Responsible corporate governance X X X * Environmental policy
* ERMpolicy
Attractive employer X « Governance policy
Business ethics X X X X + Humanrights policy
¢ Policy on gender equality, diversity
Sustainable investments X X X andinclusion
Sustainable lending X X X * Policy andinstruction onanti-money
laundering and counter-terrorist
Climate change X X X X financing
Combat financial crime N X X X « Positionstatement on climate change
* Positionstatementondefenceindustry
Financial stability X X X X * Remuneration policy
Sacietal engagement M N N N * Responsibleinvestment policy
* Sustainability policy
Secureandstable [T systems X X X X * Supplier code of conduct
Availability X * Taxpolicy
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President and CEOis responsible for following Swedbank’s strategic
direction, which shows the way forward, where the bank is headed and
what has to be done toreach the goals that have been set. This also
includes sustainability. The President and CEQ is ultimately responsible for
the Group’s position statements as well as the instructions issued to sup-
port policy implementation. At this paint, statements have beenissued on
the defenceindustry and climate change and contain more detailed instruc-
tions than Swedbank’s policies. The statements clarify that the bank will
notinvestinor finance companies that manufacture cluster bombs,
anti-personnel mines, chemical or biological weapon; companies that man-
ufacture nuclear weapons; and companies that generate asignificant share
of their revenues from coal production or extraction.

Swedbank Business Ethics Committee: Swedbank’s Business Ethics
Committee supports the CEO with the effective management and over-
sight of ethical and sustainability issues. Its members represent the various
business areas and Group Functions as well as the Group Executive Com-
mittee. Swedbank’s Head of Sustainability is the chair and the committee’s
roleis to guide the organisation to minimise sustainability risks and any
negative impacts by and for the bank. The Business Ethics Committee man-
agesissues where the environment, human rights, social responsibility and
business ethics are a critical factor in business decisions and when an ethi-
caldilemma arises. Swedbank’s palicies, position statements and guidelines
inthis area are the basis of the Business Ethics Committee’s analysis and
recommendations.

The committee’s recommendations must be followed, but cases can be
escalated to the committee chairand the CEQif thereis a disagreement.
The number of cases s tracked and the minutes of the committee’s meet-
ings are distributed to the CEO and the Group Executive Committee. If there
isaconflict of interest where e.g. a business decision does not align with
the Business Ethics Committee’s recommendations, itisuptothe CEO to
decide onthe matter.

Group Communication and Sustainability drives the Group’s sustain-
ability agenda forward and makes suggestions to the CEO. The unit
includes Group Sustainability, whichiis led by the Head of Sustainability
and reports to the Head of Group Communication and Sustainability.
Throughout Group Sustainability, the goal is tointegrate and promote
sustainability-related issues, such as strategies, goals and monitoring.

With a growing need and demand for sustainability skills, to comply with
increased regulations and to offer attractive products and services, sus-
tainability was one of Swedbank’s strategic focus areasin 2020. As aresult
of the strategicinitiative, a new Center of Excellence in Sustainable Finance
and Business Integration was established within Group Sustainability to
help Swedbank integrate sustainability in each business unit, including the
integration of EU’s Sustainable Finance regulation.

Each Group Function, product area and business area in the Swedbank
Group has also assigned a sustainability ambassador as a contact with
Group Sustainability. The ambassador’s responsibility is to ensure, together
with the line manager, that their employees are familiar with and follow pol-
icies, instructions and routines in the sustainability area, and draft action
plans, environmental goals and activities in collaboration with Group
Sustainability. Inall, around 40 sustainability ambassadors are driving this
work based onthe SO 14001 environmental management system.

TheHead of Sustainability is the chair of the Green Bond Committee,
which decides on green assetsinaccordance with the Green Bond Framework.

SUSTAINABILITY

Other Group Functions support and collaborate with Group Sustainability
toestablish frameworks, policies and governance.

Group Functions with sustainability responsibility: Each Group Function
isresponsible withinits area of operation for compliance with sustainability
aspects. The nature of theissue and expertise needed determine which
unit has primary responsibility.

Committees: The committees that are also responsible for sustainability-
related cases play a preparatory role and include the Group Risk and Compli-
ance Committee and Group Credit Committee. The procurement unithasa
Procurement Sustainability Council, which handles issues and decisions
escalated for sustainability reasons.

Group Sustainability is contacted for advice and engages when called
on.Inthe event of difficult business decisions and/or if the framework is not
sufficient for guidance, the case can be escalated to the Business Ethics
Committee.

Line Managers for Business Areas and Product Areas are responsible
forimplementing sustainability, integrating sustainability aspects in busi-
ness decisions and routines, and continuously monitoring the implementa-
tion of the sustainability framework.

Product areas: Group Financial Products and Advice has sustainability as a
core aspect of its operations, based on the unit’'s accountability for lending,
savingsand insurance products, advisory processes and Swedbank’s sub-
sidiaries: Swedbank Insurance, Swedbank Robur and Swedbank Mortgasge.

In addition to stakeholders’ expectations of sustainable investment
products, the EU regulations are also focused primarily oninvestment prod-
ucts, including how sustainability risks are takeninto considerationin the
products Swedbank prepares, distributes and advises on. This unit has dedi-
cated sustainability teams and/or managers to strengthen demand and
refine specifications. A steering committee on sustainable finance has been
established as well for the EU regulations.

Business areas: For Swedbank’s business areas - Swedish Banking, Baltic
Banking and Large Corporates and Institutions - sustainability is becoming
increasingly important to customers’ expectations and the offersand
advice they receive. Based on this demand, dedicated sustainability experts
have been appointed in each business area who are responsible for imple-
menting the Group’s sustainability framework and ensuring that resources
and competence are available to meet customers’ needs.

External audit

Swedbank’s sustainability work is reviewed and audited by third parties for
several purposes. The annual report, where Swedbank’s reporting is
audited based on GRIStandards, is one example. Another is Swedbank’s
green bonds, which are audited by third parties on anannual basis as part of
animpact analysis. This helps to assure of the bank’s sustainability pro-
cesses and contributes to further development.

Swedbank Annual and Sustainability Report 2020
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Monitoring and evaluation

Swedbank’s vision is based on a conviction that the bank, withits large cus-
tomer base, can continue to have a majorimpact onsociety. The visionisa
sustainable society from an environmental, social, financial and ethical per-
spective. Itisimperative that the bank continuously tracksits progress and
contributions to sustainability. Targets and metrics for a sample of

Swedbank’s material topics are presented in the model below. A structure
for follow-up has been established internally, where parts of the targets are
followed up by the bank’s management and Board during the year. The
results are shownin the section Sustainability notes on pages 212-228.

Environment

TARGETS:

* Developlong-termclimate targets
forthereal estatesectorinline with
the Paris Agreement.

¢ Reduce Swedbank’sdirect green-
house gas emissions by 60 per cent
between 2019-2030andreduce energy
consumptioninthe bank’s premises by
15 percentbetween 2017-2025.

METRICS:

¢ Greenhouse gas emissions
Energy-related emissions and energy
consumption

Waste management

Water consumption

Digital meetings

Paper consumption

Sustainable investments

TARGET:

¢ By 2025, the aggregate fund capital will be
aligned with the target of the Paris Agreement
tolimit global warming to 1.5 degrees Celsius?.

¢ By 2040, theaggregate fund capital managed
by Swedbank Robur will be placedin carbon-
neutralinvestments?.

METRICS:

¢ Assetsunder management where ESG
aspectsare critical forinvestment

¢ Climatefootprint of funds

¢ Engagementworkinfund
management

* Exclusions

Societal engagement

TARGET:

* Increase financial literacy among children
and young adults by offering lecturesin
schools.

METRICS:
¢ Publiceducationon personal finance
« Digitalinclusion
e Socialinvestmentsand
engagement

oy,

Focus areas
and ESG
indicators

{E

Combat
financial crime

TARGET:
» Swedbankshallbeat the forefront of
thefightagainst financial crime. Especially
importantis tohave a thorough understanding
of ourrisk exposure and customers, and to work
relentlessly todetect and preventillicit transactions.
Therefore, Swedbank is committed toimplement
effective and efficient processes and shall strive for
international best practices.

METRICS:

Attractive employer

TARGETS:
« Achieve gender parity at all levels of
the bank.
* Reducesicknessabsenceinboththe
shortandlong termandidentify early
signs ofillness.
¢ Equalpay forequal work

METRICS:

* Gender equality in upper management
and management positions

* Gender pay gap

* Sicknessabsence and long-term wellness

* Internal training and education

Sustainable finance

TARGET:

« Increase sustainable finance toreduce the
bank’s negativeimpact on climate change
andresource efficiency. The volume of sus-
tainable finance amounted to SEK 23.7bn
atyear-end.

METRICS:
¢ Sustainablefinance of e.g. energy-efficient
properties andrenewable energy suchas
solar panels
 Sustainability linked loans
 Sustainability analysesincorporate
lending
e Energy performanceinthe
mortgage portfolio

« Initiatives carried out as part of the Group-wide action plan
tocombat money laundering
 Reportsof suspected money laundering
¢ Trainingand educationinanti-money laundering and counter-terrorist
financing

1) The aggregate fund capital we manage will follow a track thatisin line with the target of the Paris Agreement, starting from 2020. We will adjust our investments in the most relevant sectors, and use acknowledged models to
conduct scenario analyses. By 2025, we will be in line with the International Energy Agency (IEA) Sustainable Development Scenario.

2) Over thelong term, the aggregate fund capital we manage will go further than required by current scenarios to be in line with the Paris Agreement. Accordingly, we will be climate neutral by 2040, ten years before the target of 2050.
Emissions from companies and issuers will be net zero. The emissions covered are scopes 1 and 2, as well as relevant scope 3 categories. Net zero emissions are defined as [absolute emissions] - [negative emissions] (carbon capture
through land use, carbon capture and storage, and so forth) and will be zero or negative. This corresponds to how global emissions should be in 2050 under a scenario of 1.5 degrees Celsius, according to the IPCC.
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UN Principles for Responsible Banking

The Principles for Responsible Banking (PRB) were launched in September 2019 and Swedbank,
together with more than 200 banks around the world, has signed them. The bank’s vision is
based on a conviction that Swedbank, with its large customer base, can continue to have a major
impact on society - a society that is sustainable from an environmental, social, financial and

ethical perspective.

A commitment to sustainability is fundamental to Swedbank’s operations
withthe aim of creating a positive impact. The UN Sustainable Develop-
ment Goals (SDGs) guide this work, and the ambitionis to continue to take
lead for systemic change and develop innovative solutions that inspire and
enable people and businesses to make sustainable choices. Swedbank’s
responsibility for sustainable development starts with the way it does busi-
ness. To highlight and increase its contributions, the bank has to under-
stand the effects of its operations, both positive and negative. This insight
enables Swedbank to stay engaged in society and take responsibility for
the critical function that the bank plays in the financial system by maintain-
ing a strong financial position, good credit quality and strong capitalisation.

Implementation of the principles

PRB consists of six principles - (1) Alignment, (2) Impact and Target Setting,
(3) Clients and Customers, (4) Stakeholders, (5) Governance and Culture (6)
Transparency & Accountability - which provide a global sustainability
framework and means that the banks and institutions that stand behind
theinitiative have to align their business strategy with and contribute to
the Paris Agreement and the UN Sustainable Development Goals. Swed-
bank worked actively during the year toimplement the principles; a self-
assessmentis shown on pages 234-235. In total, the bank conducted
activities involving each principal, with two key projects taking precedence.
Oneistoalignthe bank’s strategic approach with the overarching vision to
achieve afinancially sound and sustainable society. The bank’s new strate-
gicapproachis presented on pages 7-9. The second project is the imple-
mentation of a portfolio impact analysis to improve understanding of how
the bank, throughits products and services, impacts and creates value for
stakeholders and society asawhole.

Analysis of the bank’s impact

Implementation of the UN Principles for Responsible Banking was intensi-
fied during the year.Much of the focus has been on Principle 2 - Impact &
Target Setting, where a comprehensive impact analysis has been done of
the Group’s portfolio. In addition, a pilot study has been conducted of
company-specificassessments within Baltic Banking. Both analyses used
tools developed by the UN Environment Programme Financial Initiative
(UNEP-FI)to help signatories better understand theirimpacts: UNEP-FI
PortfolioImpact Analysis Tooland UNEP-FI Corporate Impact Analysis Tool.

While the UN Principles for Responsible Banking were being implemented,
amateriality analysis was conducted as well during the year, the results of
which are presented on page 202. Through the analysis, Swedbank had
interactions with external stakeholders and gained a better understanding
of which areas they want the bank to prioritise going forward.

Methodology

Tounderstand and analyse how Swedbank, through its business, impacts
and creates value for stakeholders and society as a whole, a portfolio
impact analysis was conducted as outlined in the principles. Itisimportant
totake into consideration wheninterpreting the results that the analysis
method and tool from UNEP-Fl are totally new and will be refined and
revised going forward. In addition, the quality of the results depends on
how well the underlying information fits the tool’s structure and design.
Theaimisto give Swedbank a holistic view of itsimpacts.

The analysis was conducted at the Group level in Sweden, Estonia,
Latviaand Lithuania utilising information from each business area: Swedish
Banking, Baltic Banking, and Large Corporate Institutions (LC&I). The anal-
ysis was based on the income distribution for the corporate businessin
2019and on the various loan products for private customers as a way to
cover the bank’s entire operations and geographical distribution to the
extent possible with thisanalysis tool. Input data for the private market
consisted of the number of active customers per loan product as of August
2020, while data for the corporate market consisted of income divided geo-
graphically and by sector as of 31 December 2018.

Every country isunique and therefore requires different measures
when it comes tothe areasimpacted by sustainability aspects, e.g. biodi-
versity, infrastructure or food accessibility. The analysis tool takes this into
account by assigning each country a weight. The weights are based on 22
impact areas across social, economic and environmental pillars to show the
needinrelation to how well the country per-formsin each area.

Asset management, insurance, capital market products and private
banking are not covered by the analysis, since they are not yetincluded in
the analysis tool. Consequently, the end result isimpacted, since a signifi-
cant share of Swedbank’s businessisin these areas.
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Results of the analysis

Theresults of the analysis indicate that Swedbank, through its business,
playsanimportantroleinsociety andits development. Itismainly in the
areas of housing and employment where Swedbank canimpact in a positive
direction. Its biggest opportunity isin the real estate and manufacturing
sectors,as well asinareas associated with legal, accounting and consulting
services. The bank’s ability to contribute positively in the areas of housing
and employment can, for example, include increased access to housing
opportunitiesin the form of financing for individuals and real estate compa-
nies, as well as higher employment rates. Thisin turn generates a positive
impact on UN Sustainable Development Goal 8 Decent Work and Economic
Growthand Goal 11 Sustainable Cities and Communities.

Theresultsalso show that Swedbank, throughits business, can help to
limit negative impacts in the areas of resource consumption and climate
change. Itis mainly the bank’s business in the real estate, manufacturing,
agricultural, forest forestry and fishing sectors, as well asin certain parts of
the energy sector tied to fossil fuel extraction, that are relevant sectors to
focusoninorder tolimit the bank’s negative impacts and to promote sus-
tainable development. Resource efficiency and a smaller climate impact are
important areas thatimpact UN Sustainable Development Goal 12 Sustain-
able Consumption and Productionand Goal 13 Climate Action. It isimpor-
tanttonote, however, that the underlying sectors at the same time play an
importantrolein society. For example, the food supplied by the agricultural
sector and the forest’s ability to absorb carbon dioxide are critical to build-
ing a sustainable saciety. In Sweden alone, the forests absorb the equiva-
lent of 40 million tonnes of CO, annually*.

Swedbank Annual and Sustainability Report 2020

Targets

Swedbank has established two overarching targets to continue to

contribute positively and limit the negative impacts on the UN SDGs

and society asawhole. The targets are:

¢ In2021,develop long-term climate targets for the real estate sector
aligned with the Paris Agreement.

¢ In2021,increase Swedbank’s sustainable financing. Total sustainable
financing volume was SEK 23,7bn at year-end 2020.

These targets are focused on areas where Swedbank has the biggest
opportunity to contribute to sustainable development, using the results
of the portfolioimpact analysis and with Agenda 2030 as a basis.

Itis through close collaboration with customers that Swedbank can
achieve the greatest change. The targets apply to the entire Group and are
implemented in each business area and relevant Group Function as part of
day-to-day activity and business planning. They will be continuously moni-
tored and evaluated over the next year as part of this process. In addition,
Group Sustainability, in dialogue with those responsible in each business
areaand Group function, will try to build a better understanding of how the
work and progress being made affect the bank'simpact areas.

1) The Swedish Environmental Protection Agency and Fossil Free Sweden, Roadmap for fossil free
competitiveness - The forest sector.
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TCFD recommendations

Climate change will increasingly impact the global economy in coming years. The TCFD
recommendations give companies a way to track the financial implications that climate change
will have for their businesses and give investors a way to see how companies are addressing

the climate issue.

The banking and financial sector is the heart of the global economy and
playsacrucial role in the economic system. A well-functioning financial sec-
tor supports the economy, while the opposite could weaken it. Climate
change poses ariskto many parts of society, e.g. social infrastructure, agri-
culture, transport and real estate. The conseguences of climate change also
affect human health and well-being, whichin turn creates a risk for financial
companies such as banks, insurance companies and fund companies. It is
critical therefore for companiesin this sector to understand how tempera-
tureincreases canimpact their operationsin the shortand long term.
Tounderstand how a global temperature increase canimpact various
sectors, Swedbank has conducted scenario analyses of the TCFD sector
groups energy, materials and buildings, transportation, agriculture, food,
and forest products, and finance. The two scenarios applied in the analyses
are the Sustainable Development Scenario (SDS <2° Ctemperature
increase) and Stated Policy Scenario (SPS ~ 3° Ctemperature increase),

comprise global, regional and sector levels and enable an analysis of how
various temperature increases could impact Swedbank’s lending and
investments.

The below table shows a sample of the risks and opportunities Swed-
bank hasidentified in working with the analyses. The transitionrisks are
most clearly evidentin the SDS scenario as a result of climate policy and
technological development, while the physical risks are most evidentin the
SPS scenario. The risks primarily arise through the bank’s business and can
lead toincreased credit risk and reputational risk for Swedbank. As regards
opportunities, they are usually in terms of increased/new business volumes
inthe sectors where transition is underway.

The maininsight gained from the analysesis that regardless of the
scenario, conditions change in every sector, creating both opportunities
and risks. Political decisions, technological progress and demands from
stakeholders allhave animpact.

both fromthe International Energy Association (IEA). These scenarios

Short term Medium term Long term
Risks Qil-related revenue and asset values fall, Demand for new resource efficiency technology, More extreme weather events such as heat waves,
increasing credit risk in the energy sector. e.g.precision agricultureinfarming and forestry. more frequent forest fires and heavy precipitation
. " . . . couldlead to unusable land and infestations within
Costly investments for transition and Challenge toimprove agricultural production the agricultural and forestry sector
electrification of the transport sector. methods that help to meet food demand with '
L EU subsidies tof inf ¢ less climate impact. Sealevelrisein flood-prone areas could lead to price
OWerEU subsidies totarmers in ravouro ) ) . declinesandincreased need for building maintenance
measures that target the environment and Lower demand for energy-intensive properties PR
B A L h . A andrepairsinthereal estate sector.
climate change could be a financialissue for the couldlead to price declines/lower valuationsin
agricultural and forestry sector. thereal estate sector. Unsuccessfulenergy transformationin thereal estate
P I . R sector.
New political initiatives and regulationsin ESGinvestorsexclude engagements with signifi-
all sectors. cantexposure toareas with elevated climate risk Globalimpactsdue toclimate change that affect the
. . . . within the financial sector. globaleconomy could have negative consequences for
Rapid changes in consumption patternsin : N
. s , the financial sector.
allsectors. Reputational risk if the bank’s own management
of climate risksis seen as insufficient. Investment and holding companies that have little
Stricter climate policies force customers to focus on climate change orown assets that cannot be
4 ‘EI CII t pot'c' dDCG'E'UGSl; iscionsinall adapted are at risk of seeing some of their assets
evelop solutions toreduce admissionsina grounded in the financial sector.
sectors.
Customer demand for ESGadvice inall sectors.
Oppor- Increased financing need forinvestmentsin Increased investment needs for climate change Extended growing seasoninNorthern Europe due to
tunities technology and distribution for the transition adaptationinorder toreduce physical risks, higher temperatures and longer warm periods could

inenergy sector.

Expected growthin solarand wind powerin both
theenergy andreal estate sectors.

Increased need for energy efficiency in thereal
estate sector.

Established relations with major players make
direct climate adaptation measures possiblein
the agricultural and forestry sector.

Regulations and subsidies open up opportunities
forinvestmentsinelectric vehiclesand
renewable fuelsin the transport sector.

Develop advisory services focused on transition
andintegration of climate aspects, related prod-
uctsandissuance of debt and capitalinstruments
inthe financial sector.

mainly in the agricultural and forestry and real
estatesectors.

The transition to more circular and resource-
efficient processes could give customers
acompetitive edgeinthereal estate sector.

Increased demand for ESG products and services
inallsectors.

Financing of new technologies, e.g.
electrification, digitisation and automation,
inall sectors.

resultinincreased food and lumber production, bene-
fitting the agricultural and forestry sector.

Agrowing bioeconomy could give customers access to
new markets and segments due toincreased demand
for bioenergy as renewable raw materialsin the agri-
culturaland forestry sector.

Lending to customers with adeepinsightinto the
impact of climate change and their sector-specific
transition needs in the financial sector.
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Governance

During the year, Swedbank reviewed and revised its Enterprise Risk Man-
agement (ERM) policy. The work has also included clarifying the risk appe-
tite set by the Board, whichindicates the level of risk that the Board of
Directorsis prepared to expose the company toin order to achieve the stra-
tegic targets. In connection with this, the perspective on sustainability
risks has been clarified. The Board monitors that the bank’s risk level is not
exceeded, including throughregular reporting from Group Risk.

Therisk levelisregulated and monitored at the CEQ, Group Executive
Committee and business area level through risk indicators and limits that
encompass the bank’s lending to the customer segments that, through the
scenario work, are thought to have the highest climate risk. During the year,
members of the bank’s management participatedin the scenario work and
thefinalreports were submitted to the managers of each business area,
who are then responsible for integrating the conclusions and recommenda-
tionsin their strategy and planning in terms of both business development
and risk management.

Strategy

Inline with the bank’s strategy and the identified risks and opportunities,
the following steps are important for the bank to enable the many compa-
nies toundergo a sustainable transition:

¢ Support the transition to alow carbon economy - Swedbank strives to
be part of the transition and help customers make sustainable decisions.
The bank has continued to place more focus on sustainability in the advi-
sory and to offer sustainability-linked products.

Increase climate change awareness - Itisimportant that the bank’s
employees have a thorough understanding of climate change so that
they can proactively, through advice, help customers manage risks and
fully capitalise on opportunities, at every level of and by everyonein

the bank.

Transparent reporting - Swedbank is continuously improvingits climate
reporting in response to the growing demand for climate-related and
forward-looking information. The bank is working actively toincrease
the collection and analysis of data from relevant sectors to meet this
demand.

Swedbank’s scenario analyses have facilitated the identification of risks
and opportunitiesin sectors with elevated risk due to climate change,
which thereby serve as the basis of future business strategies. Swedbank’s
investments and lending to sectors with elevated risk due to climate
change and the changes over time are shown in the following figures.

Investments in TCFD material groups through Swedbank Robur, SEKm!

250000

200000

150000

100000

50000

Finance Buildings,
materials &

capital goods

Agriculture
and forestry

Energy Transport

M 2019 2020

1) Total fund assets under management refers to holdings in TCFD significant groups.
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Lending to TCFD material groups, SEKm
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Detailed TCFD information on Swedbank’s exposure to climate risks in its
lending can be found in Note 3.1.9 (Climate-related information).

Against the backdrop of the scenario analyses that have been conducted
and otherknowledge it has onits customers and lending, the bank is consid-
eredresilientin both the short and long term. The transition risks that have
beenidentifiedin the next decade are limited due to the bank’s low credit
exposure to the most vulnerable sectors, such as energy and transport. The
transition risks that can be identified are of a nature that they can be man-
agedin close collaboration with customers and through agreements by
which the bankis adaptingits advisory and financing. In the longer term,
physical risks could become material as the bank, throughits lending, has a
much greater exposure in the real estate, agriculture and forestry sectors.
They are also considered manageable. Much of the physical risk involves
preventing and thereby mitigating the effects of various climate and
weather events. This could mean protecting properties or ensuring thata
company is able to handle increased volatility in production and cash flows.
Here as well, the bank and its customers are thought to be able to manage
this and adapt financing to the new needs.

It should be underscored that thisis the bank’s assessment now, and as
indicated is mainly based on qualitative analysis applied to the current port-
folios. The greatest uncertainty isin the area of physical risks, where more
knowledge, methodologies, standards and data will have to be developed
and continuously improved.

Risk management
Swedbank’s framework for governance, risk appetite
and risk management
Risk managementisintegratedin Swedbank’s various processes. The
Group's ERM palicy serves as the basis of risk management and governance
and provides guidance in managing risks. In addition, the risk management
framework includes other policies, tools and processes for risk management.
Swedbank updated the ERM policy during the year and clarified the risk
appetite for the various types of risks. The policy describes sustainability
aspectsand provides further guidance to the business units. According to
the policy, Swedbank will play an active role in addressing climate change
and helpits customers transition to a sustainable future. Sustainability risk
isaseparate type of riskand includes the risk that comes from being unable
to correctly manage environmental, social and governance aspects, such as
human rights, fair labour and business ethics, which have the potential to
adversely affect finances and/or the Group’s brand and reputation. Sustain-
abilityis animportant risk driver and can affect several types of risks, e.g.
governance, strategic, credit and operational risks.
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Climate-related training

During the scenario analysis work, it was decided to broadly increase under-
standing of climate change within Swedbank. As aresult, three levels of
training were developed and launched in 2020: a general level thatis man-
datory for allemployees, more in-depth training mandatory for all those
whointeract with customers and related support functions, and detailed
training for everyone who participatesin scenario analyses.

Management of climate risks in the credit portfolio

Asustainability analysisis required in connection with all corporate loans.
Theanalysisisintegral to the credit analysis andis designed to evaluate
how risks related to these areas impact the bank’s reputation as well as the
bank’s and customer’s profitability. The sustainability analysis is manda-
tory forall corporate exposures where the total group credit limit exceeds
SEK8min Swedenand EUR 0.8min the Baltic countries after deducting
credits secured by residential mortgages.

The annual Credit Risk Outlook continuously identifies climate risks and
provides recommendations on the credit strategy. The bank regularly anal-
yses how various trends affect lending. These analyses are incorporatedin
business plans and credit strategies, where climate changeisintegrated by
identifying transition risks and physical risks in various sectors.

Management of climate risks in the investment portfolio
During the year, Swedbank Robur began implementing its new climate
strategy, whichis based on the Paris Agreement and net zero targets. Hold-
ings of corporate bonds and equities in the sectors most affected by the
transitiontoalow carbonsociety are tracked and analysed in terms of cli-
mate change. Animportant tool in the application of the climate analysesis
the Paris Agreement Capital Transition Assessment (PACTA), developed for
institutional investors by Two Degree Investor Initiative with support from
PRI.Itis used toanalyse how well the portfoliois aligned with the IEA’s
climate scenarios and provides information at a sector and company level.
Swedbank Robur has a number of collaborations involving climate
change. Through networks such as Climate Action 100+ and International
Investors Group on Climate Change (IIGCC), Swedbank Robur is working
actively toencourage governments and companies to transition to sustain-
able solutions. Climate changeisincluded in sustainability analysis and
corporate engagement. Companies with especially high GHG emissions
and climate impacts were contacted during the year and encouraged to
accelerate their transition.

Targets and metrics

Asasignatory of the Science Based Targetsinitiative, Swedbank has
pledged to set emissions reduction targets forits value chain that align
with the Paris Agreement. A completely new type of datais needed to
decide on targets and monitor climate-related performance. Energy
efficiency in mortgage lending is one example where the bank has begun
internal projects and external collaborations.

SUSTAINABILITY

Targets and metrics in the credit portfolio

The Board of Directors and the Group Executive Committee monitor risks
and risk exposurein various reports and thereby receive regular updates on
sustainability-related risks. Key indicators for climate risks show exposures
tosectors with elevated transition risks. Through these indicators, expo-
sures that could potentially drive credit risk can be monitored.

Giventhat all of the banks customers directly orindirectly impact total
GHG emissions, the bankis working broadly to encourage them toreduce
theirimpacts. This can be measured as a transition from “brown” to “green”
according to the proposed EU taxonomy. Swedbank intends to gradually
structure environmental and climate-related information on loans and
assetsaccording to the emerging standard in the EU taxonomy so that it
can measure and monitor that the bank, along with its customers, is con-
tributing to a transition in accordance with the Paris Agreement.

Targets and metrics in investment portfolio

Swedbank Robur’s aimis to gradually increase investments in sectors with
lower carbon intensity, e.g. renewable energy, in order to reduce its funds’
GHG emissions and contribute to a sustainable transition.

Aggregated assets under management will align with the Paris Agree-
ment by 2025, i.e. with the International Energy Agency’s (IEA) Sustainable
Development Scenario. Swedbank Robur is gradually adaptingits invest-
mentsin the most relevant sectors and using recognised models to perform
scenario analyses.

By 2040, Swedbank Robur’s fund capital will also be carbon neutral.
This means net zero absolute GHG emissionsin Scope 1 and 2 and relevant
Scope 3 categories from companies andissuersin the funds. According to
IPCC, thisis how far emissions will have to be cut by 2050 to limit global
warmingto 1.5°C.

Swedbank Robur annually reports the carbon emissions of the compa-
niesinitsequity and balanced fundsinrelation to theirincome (see page
214). Anumber of key indicators show their performance versus current cli-
mate targets. For the energy and transports sectors, adjustments to Swed-
bank Robur’sinvested capital will be measured with the help of the PACTA
tool. For other sectors such as materials and buildings and agricultural and
forestry, tools are currently lacking. Swedbank Robur is monitoring devel-
opmentsinthese sectorsand gradually expanding its measurements.
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Sustainability notes

Material topic:
High availability

Key parameters

Thematic areas

e During the year,9 713 participants completed the bank’s
training in digital economics.

Available banking service

Prepaid cards are used to pay out financial assistance and benefits to people without
anIDnumber or bank account, and as a collective debit card for employees of schoals,
public housing, social services etc. The card, which is of fered to municipalities, county
councils,authorities and state-owned enterprises, often replaces cash handling and
canbeusedinallstoresand ATMs. Itis currently used by around half of the country’s
municipalities.

Physical meeting points
The traditional bank branch offers personal advice. In Sweden all branches are acces-
sible for those with disabilities, and in the Baltic countries the figure is 94 percent.

In partnership withretailers and suppliers of various services, Swedbank can offer
banking servicesinmorelocationsinits four home markets. The bankis also located
atvarious timesin shopping centers and other public places such as pop-up stores.
ATMs for cash handling are provided as well. In Estonia, Latviaand Lithuania there are
over 1 100 ATMs. Swedbank partners with Bankomat AB, which has ATMsin over
500 locationsin Sweden.

¢ Dueto COVID-19, the bank has expanded availability for both Swedish banking 2020 2019 2018
private and corporate customers in every channel and provided Number of card purchases (million) 1271 1372 1320
information on various types of support and relief that the Branches 159 168 186
bank and authorities offer. The customer center has been Number of digitally active customers (million)t 3.2 31 3.0
strengthened as well. Availability in digital channels,

internet bank (%) 99.74 99.84 99.98

Availability in digital channels, app (%) 9971 99,76 99,99

Share of sales in digital channels, % Share of sales in digital channels, (%) 70 54 50
- of which Daily Banking products? 36 29 29

- of which Savings & Pension 92 85 82

- of which Private Lending 20 17 11

SWEden 70 z - of which Corporate 7 7 6
-of whichInsurance 17 11 10

Swish payments (million) 282 248 192

Prepaid cards (number)? 13642 16172 17334

Baltic countries

787

Swedbank’s visionis a financially sound and sustainable society. Providing ways to
meet the bank simply and conveniently is a high priority. Digitisation and new tech-
nology enable the bank toreach seven million customers with services that save time,
reduce costs and make everyday banking easier. Examples include subscription tools,
shake balance inquiries by mobile phone, contact-less payments, integrated cost con-
trols, budgeting tools, e-bookkeeping and 24/7 virtual user help. In addition toalarge
branch network, the bank has a customer center responsible for non-physical chan-
nels, alsoavailable 24/7.Most services are available on digital platforms such as the
internet bank and mobile app.

Digital inclusion

Withalarge and broad customer base, itisimportant that the bankis availablein
various ways to meet the needs of so many customers. Swedbank has taken several
initiatives to make it easier to obtaininformation on and understand the products and
servicesit offers.

Classesondigital services are held in anumber of branches and for pensioners' net-
works, sothat seniorsand others who are not used to banking digitally feelincluded
inthe bank’s digital development. Aninitiative called “Digital economy”is a partner-
ship with the savings banks and savings bank foundations with the aim of helping
those who feel uncomfortable trying digital services such as BankID and Swish. One
of the points of emphasisis online security and how to avoid fraud. Customersin the
Baltic countries are alsoable tologinto the internet bank with biometric authentica-
tion, i.e. fingerprint or facial recognition.

Security informationis availablein over tenlanguages and options that allow the
hearingimpaired to receive personal assistance by phone. In addition, the security
tokenisavailable with larger buttons and louder sound, and folders/product sheets
areprintedin Braille.

Swedbank Annual and Sustainability Report 2020

1) Number of customers with at least 3 logins, including shake balance inquiries, in a digital channel in the last
month. Including savings banks.

2)Referstocardsand payments.

3)Number of activated cards.

Baltic banking 2020 2019 2018

Number of card purchases (million) 652 628 537

Branches 82 99 125

Accessible branches and representation points 100 116 115

ATMs 1148 1162 1174

Number of digitally active customers (million)* 2.0 1.9 1.8

Availability indigital channels,

internet bank (%) 99.77 99.94

Availability indigital channels, app (%) 99.55

Share of salesin digital channels, (%) 78 65 59
- of which Daily Banking products? 74 64 60
- of which Savings & Pension 80 64 38
- of which Private lending 85 83 75
- of which Corporate 58 36 23
-of whichInsurance 72 72 70

1) Number of customers with at least 3 logins, including shake balance inquiries, in a digital channelin the last month.
2)Referstocardsand payments.
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Material topic: Key parameters
Promote (X X I )
sustainable L X X )
investments

Thematic areas

* Investing sustainably is one way to positively impact
environmental, social and economic factors.

* Through active impacts and dialogue, Swedbank Robur can
inspire and place sustainability and governance demands on
the companiesitinvestsin.

* During the year, Swedbank Robur adopted more stringent
investment criteria for fossil fuels for all its funds. They took
effecton 1 January 2021.

* Swedbank Robur was named Fund Company of the Year 2020.

Participation in
annual meetings

Companies contacted
on ownership and
sustainability issues

Swedbank and Swedbank Robur believe that responsible investments make a differ-
enceforsustainable development. Sustainability has grown inimportance and
becomeanintegral part of asset management, and the demand s rising. Various
forms of sustainable savings are offered today. Swedbank Robur manages capital for
customers, eitherin funds or discretionary management, and makes investment deci-
sionsbased ontheinterestsof its fundinvestors.

Sustainability in Swedbank Robur’s funds

Swedbank’s subsidiary Swedbank Robur has a vision to be a world leader in sustaina-
ble value creation. To achieve this, Swedbank Robur’s strategy is to offer sustainable,
simple and innovative products that create value. During the year, sustainability cri-
teria were expanded to more funds and new sustainability linked products were
launched. Swedbank Robur has played anactive roleinindustry forums toimprove
customerinformation on sustainable funds, not least to meet future EU regulations
onsustainable finance. As a major shareholder on the Stockholm Stock Exchange and
with holdingsin companies bothinand outside Sweden, Swedbank Robur hasa
responsibility and an opportunity toimpact. Through dialogue and active ownership,
the fund management company can encourage companies to embrace sustainability
and responsible governance.

Swedbank Robur has continued torefineits responsible investment policy, which
serves as the basis of the sustainability workinallits fundsand today is anintegral
partof asset management. New funds added during the yearincluded Transition
Energy and a number of fundsin the Access Edge fund family: Access Edge Global,
Access Edge Europe, Access Edge Sverige, Access Edge Asien and Access Edge Japan.
InSeptember, the Access Edge funds were classified as Paris Aligned, i.e. funds that
align with the Paris Agreement. The management and analysis methodology Swed-
bank Robur has developedis based on EU climate benchmarks and isanimportant step
inthe efforts toreach the ambitious climate targets that the fund company has set.
Like other Transition funds, Transition Energy has sustainable development goals and
extensive exclusions, but differs from other Transition funds by offering the option
toinvestin companies championing the transition away from fossil fuels.

SUSTAINABILITY

Sustainable asset management

Sustainability isintegratedin the investment philosophy of all asset management
operations and sustainability criteria are part of the investment analysis for every
class of asset. During the year, Swedbank Robur’s sustainability and corporate gov-
ernance specialists, together with the fund managers, continued to meet with com-
panies digitally, evaluate their risks and opportunities, and provide concrete sugges-
tions. Swedbank Robur’s funds actively invest in companies that are specifically
targeting the environment and climate change, human rights, fair labour or business
ethics. Swedbank Robur has also participated in several issues of green and other sus-
tainable bonds and continues to be a major player in this market. Allmanagers devel-
oped asustainability process for their funds during the year and presented their sus-
tainability work to the CEO, Head of asset management and Head of sustainability.
Fund managers and sustainability analysts frequently dialogue with companies to
develop and support the sustainability work of each fund.

Asset management 2020 2019 2018

Total assets under management by

2020-12-31 (SEKbn)* 1678 1530 1266
-of whichin funds (SEKbn)! 1220 1083 857

Assets under management factoring

in sustainability (%)? 100 100 100

Assets under management with expanded

exclusionorinclusion criteria (%)? 52 54 50

Assetsunder management where ESG

aspectsarecritical toinvestment (%)* 5 5 5

Investments in sustainable bonds (SEKbn) 29 21 12

Funds with extended exclusion or inclusion

criteria (of the total number) 46/89 38/85 37/84

Funds where ESG aspects are critical to

investment (of the total number) 23/89 17/85 16/84

Funds managed for the purpose of meeting

the 17 UN Sustainable Development Goals

(of the total number) 11/89 6/85 1/84

Charitable donations from Swedbank Robur

Humanfond® 43 45 42

1) Assetsunder management as of 31 December 2020 refer to Swedbank's fund companiesin Sweden, Estonia,
LatviaandLithuania. Other metricsin the table refer to Swedish funds.

2)Share of total assets under management. Since 2018 all assets under management are subject to Swedbank
Robur’s responsible investment policy, risk assessments and exclusion on ethical and sustainability grounds.

3)Share of total assets under management. Assets under management with exclusion or inclusion criteria thatare
more extensive than the responsible investment policy.

4)Share of total assets under management which in addition to exclusions require an analysis of sustainability
aspectsor positive sustainability assessments.

5) There were 73 affiliated charitable organisations. Total distributions since the fund's inception amount to
approximately SEK 1.2bn.

Impactasanowner
Swedbank Roburisan active owner and maintains continuous contact with the
boards and managements mainly of companiesin whichits funds are major share-
holders. Tocreate sustainable value, the companies must have a good strategy and
tight operational controls, which includes opportunities and risks involving sustaina-
bility. This benefit both the companies and fundinvestors. Swedbank Roburimpacts
companies around the world - partly onitsown and partly through collaborations,
e.g. withthe UN-supported Principles for Responsible Investment (PRI) network,
investor groups, analysis providers and lobbying groups. Besides working directly
with companies, a number of themes are identified where entire industries can be
impacted. Dialogues during the year focused on supply chains and how they are moni-
tored. Climate transition, human rights and labour standards were key topicsin the
discussions with companies, mainly in manufacturing. Occupational health and
safety, renewable energy and deforestation were also themes in the dialogues.
During the year, Swedbank Robur was the first Swedish financial company to sign
thenew Finance for Biodiversity pledge. Intotal, 37 banks, asset managers, insurers
and fund companies have committed to collaborating, engaging, assessing theirown
biodiversity impact, setting targets and reporting on biodiversity matters by 2024.
Transparencyis a key to Swedbank Robur’s ownership work and is constantly
improved. For several years, Swedbank Robur has reported in detail onits voting at
the annual meetings of Swedish and international companies andits participationin
nomination committees. Swedbank Robur’s principles for shareholder engagement
(formerly Swedbank Robur’s ownership policy), which have been public since 1996
and cover allits funds, are the basis of its ownership work. Important topics froma
shareholder perspective include board composition, management compensation
(including share-relatedincentive programs), capital structure, sustainability and
that the companies have adequate systems for governance, control and disclosure.
Swedbank Robur promotes boards with the right combination of competence, experi-
enceanddiversity, including gender parity, as well as a balance between independent
and non-independent directors. The board must also actively address sustainability
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issues relevant to their company. For companies where Swedbank Robur has beenon
the nomination committee, the average share of women hasincreased versus the
baselineand, asin previous years, was higher than for listed companies. The fund
company voted during the year at several annual meetings outside Sweden, including
inthe US, UK andJapan. In US companies, it has voted for several shareholder propos-
alse.g.onclimate change and the environment and improved corporate governance.

Engagement workin funds 2020 2019 2018
Participationinannual general meetings 593 429 424
- of which companies listed in Sweden 261 229 232
- of which companies listed outside Sweden 332 200 192
Participationinnominating committees! 96 94 91
-Share of women on corporate boards (%)? 38 37 38

Dialogues on governance and sustainability
issues? 948 645 425

Share of holdings in companies
with dialogue

- of which combined dialoguesonE, S, G (%) 61 62 31
- of which dialogues primarily on the

environment (%) 13 9 42
- of which dialogues primarily on social

issues (%) 3 4 19
- of which dialogues primarily on

governance (%) 23 25 8

1) Of which 85 (93) companies publicly listed in Swedenand 1 (1) listed in Finland.

2)Including CEOif elected as board member at AGM. Refers to boards where Swedbank Robur has participatedin
the nomination committee. Nomination committee companies vary from year to year. The baselines for the
years 2018-2020 were on average 35%, 36% and 35%, whichisan annual increase of 3(2018), 1(2019) and
3(2020) percentage points.

3)Refers to uniqgue companies adjusted for duplications. Total number of companies contacted by Robur's sustain-
ability analysts, fund managers and corporate governance specialists: 625 (534); by suppliers: 206 (217); and as
partofinvestor collaborations: 178 (125).

Exclusions

For thelast several years, Swedbank Robur has notinvestedin tobacco, cannabis, coal
or pornography, norin companies that manufacture, modernise, sell or buy cluster
bombs, antipersonnel mines, chemical and biological weapons, and nuclear weapons.
During the year, the exclusion criteria were broadened in tobacco, cannabis, coal and
pornography beyond production toinclude distribution and companies that generate
the majority of their revenue from services. A decision was also made to tighten
investment criteria for fossil fuelsin all funds. The updated responsible investment
policy, which took effecton 1 January 2021, thereby includes criteria for carbon-
basedfuelssuchasoil and gas, as well as power production from fossil fuels. Invest-
mentsinunconventional fossil fuels such as shale oil/gas and oil sands as well as
extractioninthe Arctic were also excluded. Exemptions can be made under special
circumstances for companiesin transition thatare judged as meeting the Paris
Agreement’s goal of net zero emissions by 2050; they are reported on a Green List on
Swedbank Robur's website.

Inaddition to the above-mentioned criteria, companies have been excluded
because they seriously violate international norms and conventions to protect people
and the environment without showing a willingness to change. Several funds have
applied more extensive exclusion criteriaand refrained frominvestingin alcohol,
gambling and weapons, as well as additional businesses tied to fossil fuels.

Exclusions 2020 2019 2018
Number of companies excluded due to
responsibleinvestment policy* 473 338 159

1) Excluded companies per product category are shown on Swedbank Robur’s website.

Carbon footprint of the funds

Swedbank Robur’s climate strategy includes a pledge that allits fund assets under
management will be placed in carbon neutralinvestments by 2040 (see page 12). Asa
result, Swedbank Robur tookamore activeroleinits collaborations to address climate
change. Through netwaorks such as Climate Action 100+ and International Investors
Groupon Climate Change (IIGCC), Swedbank Robur encourages companies and gov-
ernments totransition tosustainable solutions and laws that support this. In October,
Swedbank Robur held its first Sustainability Summit to highlight the need toinvestin
climateand energy transition. In collaboration with the Carbon Disclosure Project
(CDP), Swedbank Robur committed to the Science Based Targetsinitiative (SBTi) to
stresstheimportance of setting science-based targets. The purpose of these
climate-centricactivities has been toincrease opportunities for positive climate
investments that also generate sustainablereturns.
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Climateissues have been part of the fund company’s sustainability analysis and
corporate engagement. Based on each fund'’s unigue investment model, adjustments
have been made tooptin,opt outandinspire companies toembrace the two climate
targets. Specific metrics have been developed for each asset class and incorporated
into Swedbank Robur’s climate strategy. Animportant part of advocacy work has
beento support especially vulnerable companiesin aligning their businesses with the
Paris Agreement. Companies with especially high GHG emissions and a big climate
impact have also been contacted and asked to accelerate their transition. Swedbank
Roburannually reports the GHG emissions of the companiesinits equity and balanced
funds in relation to theirincome. In 2018, Swedbank Robur endorsed the Task Force
on Climate Related Disclosure’s (TCFD) recommendations to develop strategies and
goals, risk management, metrics and reporting routines, and to determine how the
companiesinits funds are affected financially by climate change. Swedbank Robur’s
annual climate report, which can be found onits website, describes the results of its
funds’climate work.

Climate footprint?! 2020 2019 2018
Climate footprint of equity funds, weighted

average (tonnes C0,e)? 6 7 10
Total GHG emissions (million tonnes CO,e)? 2.4 3.5 55

1)Referstoholdingsin equity funds. Shareholdings in blend funds are not included.

2)Method inaccordance with TCFD's recommendations. Weighted average emission intensity Scope 1+2, tonnes
C0,e/SEKm. The portfolio company’s GHG emissions distributed by portfolio weight, i.e. the value of the com-
pany investmentin relation to the portfolio value.

3)Method inaccordance with TCFD's recommendations. Total CO,e emissions from equity fund portfolios based on
ownershipinterestsin the portfolio companies.

Swedbank Insurance

Swedbank Insurance, a wholly owned subsidiary of Swedbank, offers pension,
endowment and personal/riskinsurance for private customers and businesses. The
company iscommitted to asustainable society and environment andis raising the
level of sustainability inits customer offersand the workinternally. At the start of the
year,a head of sustainability was appointed to strengthen the organisation and
Swedbank Insurance’s sustainability work. The responsible investment policy, which
serves as the basis of the sustainability work and covers allinvestments in traditional
insurance and all funds offered to customers, has been updated as well. Along-term
perspective wasintroduced for pension assets, since sustainability is especially rele-
vant to these products. The insurance company offers funds that are evaluated based
onsustainability criteria at both the fund and fund company level. Swedbank Insur-
ance’s goalis to offer funds that embrace financial, social and environmental sustain-
ability in their management.

Swedbank Insurance is working toincrease awareness of sustainability ininvest-
mentsinorder to help customers make sustainableinvestment decisions. The com-
panyisactiveinindustry forums toimprove customer information on sustainability
ininsurance products, partly in order to meet upcoming EU sustainable finance laws.
During the year, the insurance company was in contact with external fund managers
todiscuss their sustainability work and plans to meet these laws. The strategies of
these fund companies will be of greatimportance to Swedbank Insurance’s of fering
of sustainable productsinaccordance with the upcomingrules, since itis possible
within the framework of insurance products toinvestin funds among other things.
Asaresult, theinsurance company’s work with the fund offering from a sustainability
perspective will become even moreimportant.

During the year, Swedbank Insurance chose to eliminate a number of funds that did
notlive up to the Responsible Investment Policy. The insurance company annually
publishes areport on whatitisdoing tointegrate sustainability initsinvestment
offer for customers who save for retirementin traditional, unit linked or variable
universallifeinsurance.

When it comes to sustainability, climate changeis an unavoidable factor and one of
today’s most pressing environmental problems. Swedbank Insurance requires the
fundsitssaversare offered to work actively with climate change. Theinsurance com-
pany’s carbon footprintis measured and reported for each investment portfolioin
accordance with Swedish Insurance’s recommendation. During the year, Swedbank
Insurance conducted a climate analysis of its equity and corporate bond holdings in
the sectors mostimpacted by the transition to a fossil free society. The analysis was
based on PACTA in combination with stress tests defined by the Bank of England. The
overarching conclusion was that theinsurance company’s share of investments that
are highly exposed to climate risks is low compared with the global market. This
reduces therisk that Swedbank Insurance will own investments in companies whose
business models do not align with the climate transition.
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Material topic: Key parameters

Promote @060
sustainable 000
finance

Thematic areas

» Sustainability analysis in corporate lending.

» Swedbank has guidelines and recommendations for
integrating sustainability in the lending process.

Sustainable finance volume 2018-2020 (SEKbn)
23.7

2018 2019 2020

Emissions avoidance (tCO,e) from loans in
the green asset register

589 547

Lendingis one of Swedbank’s core businesses. Swedbank promotes responsible long-
termlending by assessing each customer’slong-term financial situation, identifying
their sustainability risks and providing advice.

The stricteramortisation requirements that the Swedish FSA hasintroduced to
slow therisein consumer debt aligns with Swedbank’s commitment to responsible
lending. Due to Covid-19, the bank offers private customers, whose personal finances
have been affected, the opportunity to apply foranamortisation exemption. The
amortisation table shows amortisationinrelation toloan-to-value.

Responsible lending, Swedish Banking,

SUSTAINABILITY

Sustainability analysisinlending

Inthelending process sustainability risks are takeninto considerationin loan reviews.
Adetailed sustainability analysis is done for corporate loan applications over SEK 8m
inSweden and EUR 0.8min the Baltic countries. For other customers a basicassess-
mentis made of sustainability-related factors based on the nature and complexity of
the business. Development of the bank’s system support for sustainability analysis of
corporate customers continued during the year and is expected to carry overinto
nextyear.

The sustainability analysisis supported by 13 sector guidelines, which serve as
atooltogainbetterinsightinto sustainability issuesin variousindustries and provide
recommendations and advice on which aspects should be addressed with the
customer.

If aloan applicationis considered to have an elevated sustainability risk, it is esca-
lated to the Business Ethics Committee for amore thorough analysis and guidance.
The cases submitted to the committeein 2020 concerned ethical dilemmasrelatede.g.
todefence equipment, taxes and large-scale hydropower.

Sustainability analysis corporate lending 2020 2019 2018
Swedish Banking (no. of approved loan
applications)* 36484 35668 38905
Baltic Banking (no. of analyses) 2655 2453 2102
Large Corporate and Institutions (no. of
approved loan applications) 1647 1403 1448
Total number of cases escalated to Ethics
Committee 8 10 13

- of which customer-related cases 3 8

-of which policy and governance-related

cases 5 2

1)In 2020, the limit for mandatory sustainability analysisin Sweden was raised from SEK5m to SEK 8m. Revisions
forthe years 2018and 2019 due to the modified calculation method where only cases with validated dates in
the current period are included.

Swedbank also has Group-wide position statements on climate change and the
defenceindustry, which describe the banks positioninissuesinthese twoareas. There
Swedbank states that it will not directly finance coal-fired power plants or finance
companies that generate over 5 per cent of their revenue from coal production. The
criterion forexcluding companies that produce coal was tightenedin November after
having previously been 30 per cent of revenue. At the end of the year, Swedbank
adoptedanew strategy and asaconsequence of the updated business strategy, the
bank has decided not to grant new financing for the prospecting of new oil and gas
fields or for unconventional extraction of fossil fuels. The position statements serve
asthebasis of the Group’s exclusion list of companies it will not work with. Companies
canbeexcludedif they violate variousinternational norms on humanrights and the
environment.

Swedbank has created a checklist that can be used as support in the dialogue with
customersonreal estate-related sustainability risks. The real estate sector accounts
forabout half of Swedbank’s lending, making this a strategic sector to focusonin
order to maximise the impact of the bank’s sustainability risk management. During
the year, Swedbank joined the EU Commission’s Energy Efficient Mortgages Initiative,
whichincludes 60 lenders. The initiative is developing standards and financing models
thatcan give mortgage customers more favourable termson loans for energy
efficiency improvements in their homes.

i 0
private customers (%) 2020 2019 2018 Mortgage loans, Swedish Banking,
Households withloan to value ratios above Energy class (SEK m)* 2020 2019 2018
70% of property value 14 16 16 Energy class A 1629
Share of households with loan to valueratios Energy classB 12802
above 70% that amortise (new lending)* 98 99 99 8y
Share of households with loan to valueratios Energy class C EEE
above 70% that amortise (total portfolio) 84 98 97  EnergyclassD 63009
1)New lending refers to all mortgages paid out in the fourth quarter of each year. EnergydaSSE 87219
EnergyclassF 43224
Avalatiiny Inhe igial channels s contnuously belng mproved and cust Energy class 5 e
vailability in the digital channelsis continuously being improved and customers can
v S ¥ simp Not classified 796441

apply foramortgage andreceiveresponseif they for example want to borrow more
against their existing home, but also when they want to transfer loans from other
banks to Swedbank. Customers appreciate the simplicity of being able to apply fora
loaninthe channel that suits them best. The bank’s advisors also see that automation
issimplifying mortgage processing. Swedbank will continue to work with digitisation
and strengthen opportunities for dialogue with customers regardless of channel.

1) Volumes as of 31 December 2020, energy classes as of October 2020.
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Offers for private customers

Share of loans to the public by country, % 2020 2019 2018 , ,
P A .5 e Greenmortgages Swedbank wants to promote sustainable housing and offers
Sweden 85 85 86 customers who live in green housing a discounted mortgage rate.
Estonia 6 6 5 eGreencarloans Swedbank wantstoencourage customers to use cars that pollute
Latvia 2 2 2 lessasaway toreduce emissions. Customers are therefore offered a discount when
Lithuania 4 4 3 they borrow foraclean carthat meets certain criteria.
Norway 3 3 3 eSolarloans Discountedinterestrate onloans for solar panels, which produce
renewable energy andreduce electricity costs.
e State-guaranteed mortgage loan Inthethree Baltic countries Swedbank partici-
Share of corporate lending by sector, % 2020 2019 2018 !Jatle5|n§state—guaranteed rnortgalgeasgs‘tanlce progra'mmetoald various groups
infinancing ahome, based on established criteria. In Latvia, for example, families and
Property management 46 46 42 those up to the age of 35 with ahigher education or professional training can apply
Agriculture, forestry and fishing 12 12 13 fortheseloans.
Manufacturing 8 8 9
Retail 5 6 6  State guaranteed mortgageloan
Shipping > 3 4  Pprogrammes 2020 2019 2018
Public sector and utilities 5 4 4  Estonia
Construction 4 3 4 -numberof loans granted during the year 1062 1053 976
Corporateservices 4 4 5  -portfoliovolume (SEKm) 2583 2478 1511
Transportation 2 3 3 Latvia
Finance andinsurance 4 3 2 -number of loans granted during the year 1581 1521 1347
Hoteland restaurant 2 2 2 -portfoliovolume (SEKm) 4119 3241 2134
Information and communications 2 2 2 Lithuania
Other corporate lending 4 4 4 -number of loans granted during the year 726 746 358
- portfolio volume (SEK m) 1118 877 582

Framework for green lending

Swedbank established a framework for green bonds in 2017 which clarifies and cate-
gorises financing that contributes to a reduced environmental impact. After the
framework was established, the bankissuedits first green bond, with a volume of
EUR500m.In 2018, Swedbankissued its second green bond, with a volume of SEK
2bn, also with a five-year tenor. The loan volume and expected impact are shownin
the Swedbank Green Bond Impact Report, whichis available to the public on Swed-
bank’s official website. The invested capital is mainly used to finance sustainable
investmentsinreal estate, renewable energy sources, green transports, forestry and
waste management.

Swedbank’s Green bonds 2020 2019 2018
Green Asset Register, total (SEK m)* 18344 13958 10319
-share of renewable energy (%) 15 17 18
-share of green buildings (%) 75 83 82
-share of waste management (%) 6
-share of green transports (%) 1
-shareof forest (%) 3
Outstanding green bonds (SEK m)? 7028 7216 7133
Environmental impact
Avoided emissions (tCO,e) 589547 434678 481863
Green buildings - energy savings (GWh) 19 13 9
Renewable energy -energy production (GWh) 1831 1725 1495
Waste management - processed waste
(tonnes) 150000
Forestry - FSC/PEFC certified forest area (ha) 26740
Green transport - public transit million
passengerkm 94

1) Qualified green loans according to Swedbank's green bond framework. Also reported per business areain the
tables Sustainable finance Swedish Banking, Sustainable finance, Baltic Banking and Sustainable finance, Large
Corporates and Institutions LC&I.

2) Swedbank AB issuer.

Sustainability linked products for transition

Swedbank encourages sustainable business models and plans to continue to develop
financing products and services that contribute to the transition toa more sustain-
ablesaciety.
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Offers for corporate customers

e Greenloans Greenloans, whichare part of Swedbank’s total financing of fer, pro-
mote the environment and sustainability. They offer a flexible form of financing for
specific purposes to support positive climateimpacts and create solid and sustaina-
ble companies. Greenloans are flexible in terms e.g. of tenor and volume, and specific
termsand conditions are customised for each borrower and the underlying purpose
of the financing.

e Sustainability linked loans differ from greenloansinthatthey canbe used for gen-
eral business purposes rather than a specific purpose. They are tied to the borrower’s
sustainability targets and strategy, and are monitored through social, ethical or envi-
ronmental indicators. The borrower’s sustainability performanceis tied to the loan’s
pricinginrelation to predetermined performance targets. Improved performance
reduces the financing costs. If the targets are notreached, theinterestrate can
instead be raised and resultin a higher financing cost.

e Corporateloans for renewable energy are offered by Baltic Banking to encourage
small businesses to finance the installation of solar panels, wind power farms and/or
geothermal energy inorder to cut electricity costs and contribute to higher renewa-
bleenergy production.

e Liquidityloans are offeredtocompaniesthat wanttoapply forastateloan guaran-
tee. They are designed to help companies bridge short-term economic difficulties due
toCOVID-19.

e ESG-related bonds for capital market customers have beenused for over ten years
tofinance or refinance specific green or social projects/investments. Swedbank
Sustainable Capital Markets, in business area Large Corporates and Institutions,
offers green, social and sustainability bonds. Swedbank also offers sustainability
linked bonds, which were introduced in the capital marketin 2019. Their structure
differs fromtraditional green, social and sustainability bonds in that this type of
debtinstrumentis used for general business purposes and the couponrateis linked
to meeting specific sustainability targets by a deadline. All types of ESG-related
bonds favour bothissuers that are seeking ESG financing, e.g. companies and munic-
ipalities, andinvestors who want sustainable investments e.g.insurance compa-
nies, pension managers and fund managers.

e Greenequity Theequity side of sustainable finance todate has notreceivedas
much attention as the debt side. To facilitate equity finance that supports the cli-
mate transition, Swedbank has begun offering green equity. For a share to be classi-
fied as green, the majority (> 50%) of the company’s revenue and investments must
alsobe green. Green equity is available through IPOs, new share issues or publicrec-
ognition that all the company’s outstanding shares are green (without any specific
transactions).
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e Sustainability-related advice Swedbank Sustainable Capital Markets offers sus-

SUSTAINABILITY

Sustainable finance, Large Corporates

tainability-related advice to bothissuers and investors in the capital market. This and Institutions LC&I 2020 2019 2018
includes ESG Risk Rating peer reviews based on data fromexternal sources, evalua- Corporate
tlonsofcomplllanceW|tlhthe EUtagonomy,and wgeklyqewslettgrs.Swedbankalso Corporate lending, total (SEK br) -1 552 19
offersanalysisand advice on practically any sustainability question through our - ;
partnership with Kepler Cheuvreux. Swedbank Macro Research continuously Green loans, portfolio volume (SEKm) 13224 11993 9665
updates national sustainability indicators, which measure the progress of the -of whichrenewable energy 1314 1469 1344
Nordic and Baltic countriesin meeting the UN Sustainable Development Goals. -of which green buildings? 11645 10524 8321
-of which greentransports 265
. i . . Sustainability linked loans, portfolio
Sustainable finance, Swedish Banking 2020 2019 2018  yolume (SEK m)? 4481 1708
Private Capital market - ESG transactions
Private lending, total (SEK bn) 972 948 936  Transactions that Swedbank arranged
H 4
Greenmortgages (SEK m)* 479 52 during the year (number) 63 51 30
Total volume that Swedbank arranged
Green carloans (SEKm) s 3 during the year (SEK br)* 366 253 15.1
Solar loans (SEKm) L 63 Shareinrelation to total volume that
Energy loans (SEK m)? 22 30 Swedbank arranged during the year (%)* 23.8 14 11
Corporate Total volume that Swedbank arranged
Corporate lending, total (SEK bn) 239 248 252  fromthestart(SEKbn)* 91.2 54.6 253
Liguidity loans, COVID-19 (SEK m)? 782 1) Qualified green loans according to Swedbank’s green bond framework.
2)Green and/or energy-efficient properties.
Greenloans, portfolio volume (SEK m)* 2098 1394 654  3)Adjusted datafor 2019 to correspond to utilised credit.
; 4)Swedbank ABissuer of ESG bonds (green, social and sustainability bonds).
-of whichrenewable energy 276 377 504
- of which green buildings® 1822 1017 150 ) ) )
Socially important lending (SEK m) 2020 2019 2018
1) Thefigure for 2020 refers only toloans discounted during the year.
2)Financing of energy efficiencies in buildings. Does not include the savings banks. Healthcare 4582 4143 3597
3)Loans offered to companies that want to apply fora state loan guarantee. They are designed to help companies . . .
bridge short-term economic difficulties due to COVID-19. - of which Swedish Banklng 1583 1162 1411
4)Qualified green loans according to Swedbank's green bond framewark. . . .
5)Greenand/or energy-efficient properties. - of which Baltic Banking 505 530 489
-of which Large Corporates and
i . i . Institutions 2494 2451 1697
Sustainable finance, Baltic Banking 2020 2019 2018 -
Education 1730 1774 1746
Private - of which Swedish Banking 1535 1567 1591
Private lending, total (SEK bn) 106 104 93 —of which Baltic Banking 13 > 7
Sustainable mortgages (SEKm) 9 -of which Large Corporates and
Green car leasing (SEK m) 134 Institutions 182 206 148
Solar panels loans (SEK'm) 31 e
Cornorate Equator Principles
p - Swedbank signed the Equator Principlesin 2019 and during the year the bank applied
Corporate lending, total (SEK bn) 76 82 77 therisk framework to determine, assess and manage environmental and social risks in
Liquidity loans, COVID-19 (SEK m)* 215 aproject-relatedloantoacorporate customerin the forestindustry. In Swedbank’s
Renewable energy loans - small businesses directive on sustainability inlending, the equator principles constitute part of the
(SEK'm) 6 internal guidelines for risk assessment. The process clarifies that the bank’s business
Green loans, portfolio volume (SEK m)? 3022 571 areasareresponsible foridentifying potential transactions that should be reviewed.
— of which renewable energy 1140 571 Whenatransa;tlon is |dent|ﬁed,23n |pternal reweyvtegm |sf9rmed.Th|steqm consists
Fwhich dines: of representatives from the bank’s risk and sustainability units and the business area
- of which green buildings 165 inguestion, where each member hasaclear role depending on expertise. If atransac-
- of which waste management 1154 tionis assessed as not being aligned with the equator principles, measures need to be
-of whichforestry 563 taken to ensure compliance for the transaction to be executed.

1)Loans offered to companies that want to apply for a state loan guarantee. They are designed to help companies
bridge short-term economic difficulties due to COVID-19.

2) Qualified green loans according to Swedbank's green bond framework.

3)Green and/or energy-efficient properties.

Equator Principles 2020 2019 2018
Number of transactions 1
-of whichapproved category A
transactions
-of whichapproved category B
transactions® 1

-of whichapproved category C
transactions

1)Project-related corporateloans.
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Material topic:
Promote climate
transition

Key parameters

Thematic areas

* Swedbank’s supplier code of conduct is part of
abinding contract.

» Adigital supplier platformis used for sustainability
assessment and risk classification of suppliers.

4107
14219

The central procurement process ensures that reported purchases over EUR 50 000
receive support from the bank’s central procurement unit. Swedbank hasin the last
four yearssigned additional framework agreements and thereby reduced the total
number of procurement cases due to call-offs under existing agreements. Thisis
especially evidentin terms of consulting. Swedbank’s business areas own supplier
contracts and demand specifications below EUR 50 000, so some contracts can be
signed without the central purchasing unit’sinvolvement.

Swedbank is an available full-service bank with around 4 100 active suppliers,
mainly in Europe. The bank’s annual procurement costs amount to approximately
SEK 10bndivided into three main categories: IT and digital banking services, group
services, financial products and corporate banking.

Number of active suppliers

Total procurement volume

Strategy for sustainable procurement

Swedbankis committed to a sustainable supply chain. A procurement strategy has
beenestablished withavisiontobe the bestintheindustry. To get there, the procure-
mentunitis working with three overarching areas: minimise risk, accentuate positive
impactsandinnovation. During the year, Swedbank focused on minimising risk, which
includes setting requirements, evaluations and monitoring suppliers. To effectively
achieve this, Swedbank during the year strengthened internal processes, allocated
resources, trained employees and developed digital tools.

Supplier Code of conduct for suppliers

The central procurement unit requires all suppliers to sign Swedbank’s code of con-
ductaspartofabinding contract. The code governsimportantareas such as human
rights, labour practices, business ethics and the environment. Certain sustainability
issuesarealsoincludeddirectly in the specific tender, such as relevant certifications
and process descriptions.
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Sustainability assessment in procurement

Atthe start of the procurement process each supplier is screened. Potential sustain-
ability risks are assessed takinginto account country and sector risks as well as busi-
ness critical risks e.g. procurement cost and reputational risk. The suppliers that are
selected at this stage areincluded in Swedbank’s digital supplier platform forafurther
sustainability assessment. The platform was established in 2018 andis used to evalu-
atesuppliersinrelation to the sustainability requirementsin the supplier code of con-
duct. Suppliers are specifically analysed based on approval of the supplier code, coun-
try and sector assessments, and a self-assessment. The primary purpose is to support
suppliersin mitigating sustainability risks, and toidentify and spotlight sustainability
opportunities. The employees of the central procurement unit received training
during the year on sustainability analysis through the digital platform.

Monitoring

Existing suppliers are monitored mainly through continuous dialogue. In this way
Swedbank gains a better understanding and can support suppliers with sustainability
challenges anddraw attention to opportunities. Site visits are made if needed based
ontheresults of the sustainability analysis and to monitor compliance with the
agreed-uponactions.

Anestablished escalation process s in place for suppliers that could pose a material
risk for the bank. These cases are escalated to the Procurement Sustainability
Council, which decides onactions and whether the supplier’s contract should be
terminated. The Business Ethics Committee can also be consulted if an ethical
dilemmaarises.

Supplier audits 2020 2019 2018
Number of active suppliers 4107

Total procurement volume (SEK m)* 14219 9680 8354
Share of suppliers evaluated on the basis

of sustainability in Swedbank’s digital

platform (%)? 9

1) Whereof SEK 4bnis the administrative fine to the Financial Supervisory Autharity.
2)Share of suppliers that have been invited to our new digital platform for sustainability assessment. Based on
number of active suppliers at year-end.
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Material topic:
Promote climate
transition

Key parameters

Thematic areas

¢ IS0 14001 certified environmental management system,
performance reported in “Management Review”.

 Sustainability analyses of corporate customers in the credit
and investment processes where environmental aspects are
animportant component.

Total GHG emission reductions 2018-2020
Climate action produces results

26983 55014

11 646

2018 2019 2020

GHG emissions per earned krona,
tonnes CO,e/SEK

GHG emissions per employee,
tonnes CO,e/FTE

Extensive reductionsin GHG emissions are critical to slow global warming. Society
today isfacing amajor transition, and the financial sectoris responsible for allocating
capital to sustainable solutions that can limit GHG emissions and contribute to the
climate adjustments society will need to mitigate the consequences of achanging
climate.

1S0 14001 certified environmental management system

The sustainability policy, whichis adopted annually by the Board of Directors, serves
as the basis of the bank’s environmental work. This work is governed by an environ-
mental management system certified according to1SO 14001 since 2003. Swed-
bank’s subsidiaries Swedbank Robur, Swedbank Insurance, Swedbank Mortgage,
Sparia, Swedbank Fastighetsbyra and PayEx AB are covered by Swedbank's ISO
14001 certification. The system enables the bank to work ina structured way to con-
tinuously reduceits negative impacts and promote the positive. Thisincludesimpacts
generated indirectly throughfinancing, investments, payments and procurement, as
wellasdirectly through Swedbank’s internal operations. Operating managers are
responsible for their unit's own environmental work, and a network of sustainability
ambassadors coordinates target-setting and monitoring while also providing support
forthe sustainability work.

SUSTAINABILITY

Products with an environmental focus

Swedbank offers several different products that promote a sustainable economy and
make it easier for customers to make sustainable choices. The bank’s solar loans ena-
ble customerstoinstall solar panels and reduce their electricity costs while contribut-
ing to higher production of renewable energy. The green car loan encourages custom-
erstobuy vehicles that produce less emissions.

Swedbank has two outstanding green bonds issued as part of the bank’s Green
Bond Framework. The green loans that serve as a basis of the bonds provide environ-
mental benefits and promote a sustainable economy. Swedbank also works actively
toreduce climateimpacts fromits carleasing business, where it is one of Sweden’s
largest fleet owners. With AutoPlan fleet administration, customers receive help
withdrafting green car policies and sustainability issues, as well as measuring and
reporting their carbon footprint. Swedbank also has its own company carsand is
working actively toreduce the environmental impact. In Estonia, Latvia and Lithuania
Swedbank also offers green car leasing, with alower interest rate for greencars.

Climate action

Swedbank has pledged to adopt and implement targets that align with the Paris
Agreement through the Science Based Targets initiative and in doing so support the
transitiontoalow carbonsociety. Latein 2020, a methodology was launched for four
asset classes. Swedbank hasintensifiedits efforts todevelop climate targets for the
bank’s residential and commercial mortgage business. This way of managing and min-
imising climaterisks changes how the bank handlesinformation and data and requires
the development of processes and system support.

The bank’simpacts are monitored each year and as far back as 1996 climate
change wasanimportant parameter in Swedbank’s environmental report. In 2020,
the bank strengthened its climate work by adopting a Group-wide operational target
tolowerdirect GHG emissions by 60 per centin 2019-2030. To complement the
measures, it has taken to achieve emission reductions, Swedbank has purchased car-
bon offsets forits remaining emissions. The of fsets support Vi Agroforestry, which
contributestocarbon storage through tree planting, agroforestry and sustainable
cultivation methods. In 2020, one of Sweden’s largest solar parks, with Swedbank as
one of the backers, was inaugurated outside Linkdping, where production will reach
anestimated 11,5 GWh per year. Adding new renewable capacity to the electrical
networkisanimportant part of climate transition.

Swedbank’s emissions are largely generated by energy consumptionin the bank’s
officesand through business travel, as shownin the following tables. The bank’s
internal property department encourages the use of energy-efficient and space-
saving properties and works continuously with property owners to adopt energy
conservation measuresin the buildings where it operates. The bank has established
intensity-based targetstoreduce energy consumptioninits offices by 10 per cent
perm?in2017-2021 and 15 percentin 2017-2025.

Thereareinternal targets as well, broken down by unit, to reduce the environmen-
talimpact from travel, where much of the focusis onincreasing the share of digital
meetings and in doing so free up more time and resources for the bank’s employees as
wellasreduce the bank’s environmentalimpact.In 2020, travel decreased sharply as
aresult of the global pandemic, and the number of flights taken decreased by 77 per-
centcompared with the previous year.

Swedbank Annual and Sustainability Report 2020




220

SUSTAINABILITY

Greenhouse gas emissions’, tonnes CO,e 2020 2019 2018  Otherenvironmental data 2020 2019 2018
Total emissions 11646 25014 26983  Energyconsumptioninour offices (MWwh) 78767 93087 105425
Reduction target 2030, 60%? 15008 15008 15008 - of which Sweden 41307 51614 62153
Carbon offsetting? 11646 25014 6500 - of which Estonia 15654 17612 18268
Total emissions after carbon offsetting 0 0 20483 -of which Latvia 10391 11316 11915
-of which Lithuania 10469 11453 12096
Emissions by scope according -of which Other 946 1092 993
to GHG protocol Electricity consumption in our offices (MWh) 40447 51687 57598
Emissions scope 1* 632 1020 1017 Renewableelectricity asashare of total
Emissions scope 2° 5331 6067 6014  electricity consumption (%)* 98 82 90
Emissions scope 3° 5683 17927 19952  Paperconsumption (tonnes) 1137 1100 1184
Share of Ecolabel paper (%) 98
Emissions by country Water consumption (m*/FTE) 5 7 8
Emissions, Sweden 5847 14692 16151  Recycled waste (tonnes) 440 437 406
Emissions, Estonia 2384 3559 3797 Incinerated waste (tonnes) 328 315 335
Emissions, Latvia 1735 2425 2602 Landfill waste (tonnes) 297 153 276
Emissions, Lithuania 1366 2908 3511 Hazardous waste (tonnes) 1.7 3
Emissions, other’ 304 1430 922 Number of digital conferences (million)? 1.5 0.42 031
Number digital conference attendees
Energy-related emissions according (million)? 4 169 1.20
toScope 2 1) Renewable energy refers to wind, biomass and hydroelectric.
Market-based 5331 6067 6014 2) Digital meetings via Skype/Teams.
Location-based 16444 18801 21588
o . ) ) Internal energy consumption? 2020 2019 2018
1) Included GHG: carbon dioxide, methane, nitrous oxide and chlorofluarocarbons (refrigerants). Inall GHG calcu-
lations, Swedbank has used Ecometrica software through a system called Our Impact, which is administered by fecd ;
U&We. Emissions are reported in accordance with the Greenhouse Gas Protocol (World Resources Institute). Total emissions from energy consumption
2) The baseline yearis 2019, when Swedbank reported 25 014 tonnes of CO, emissions. _ (tonnes COZE/MWh) 0.07 0.07 0.06
3)f[;rrggr{gf;;gt;or;loa.teto solarenergy for the year 2018 and carbon storage through sustainable tree planting Energy consumption per ernployee
4)Swedbank's direct emissions. Based on fuel consumption in company cars and refrigerant gas loss. Emissions (MWh/FTE) 5.0 57 65
from cooling equipment are estimated using operational controls (based on weight and type of cooling medium). .
Emissions from company-owned vehicles are estimated with the help of the bank’s financial controls. None of Energy C?nsumptlon per m?
Swedbank’s Scope 1 emissions are biogenic. (MWh/m ) 0.200 0.236 0.237
5) Swedbank's indirect emissions in the form of electricity consumption and heating/cooling. Emissions are E d . £10% B
estimated based on operational controls in Swedbank's offices/ buildings. nergy reductiontargeto operm
6) Swedbank's other indirect emissions from business travel, security transports, paper consumption, water 2017-2021 (M\/\Ih/mz) 0.226 0.226 0.226
consumption and waste. None of Swedbank’s Scope 3 emissions are biogenic. . o >
7)Norway, Finland, Denmark, USA, South Africa and China. Luxembourg was included in 2018 and 2019. Energy reduction target of 15% perm
2017-2025 (MWh/m2) 0.213 0.213 0.213
Emissions by category, tonnes CO_e 2020 2019 2018 1)Swedbank’s internal energy consumption consists of consumption of energy, heating, cooling and gas.
’ 2
Sweden ) .
N N Comparative figures, tonnes CO,e 2020 2019 2018
Office premises 2229 2555 2579
Business travel 3435 11959 13393 Total emissions per employee (tonnes/FTE) 0.74 1.5¢2 1.68
. Scope 1and 2 emissions per employee
1
Othetemmsmns 183 178 179 (tonnes/FTE) 038 0.43 0.44
Estonia Total emissions per office space (tonnes/m?) 0.030 0.063 0.061
Office premises 1897 1718 1807 . .
Scope 1 and 2 emissions per office space
Business travel 466 1806 1937  (tonnes/m?) 0.015 0.018 0.016
Other emissions® 31 35 53 Emissions perincome (tonnes/SEKm) 0.25 0.54 0.61
Latvia Scope 1 and 2 emissions perincome
Office premises 1156 1284 1386  (tonnes/SEKm) 0.13 0.15 0.16
Business travel 517 1069 1137
Other emissionst 62 72 79 Autoleasing AutoPlan 2020 2019 2018
Lithuania Leasing of vehicles (tonnes CO_e)* 175777 195219 196497
Office premises 785 888 1104  Totalnumberofleased cars 43780 43787 42839
Business travel 468 1904 2264 Average emissions, new cars CO, (g/km)? 87.07 110.6 1119
Other emissions® 113 116 143  Averageemissions, total CO, (g/km)? 108.8 117.0 1151
Other countries Average emissions, new company carsin
Office premises 181 652 373 owedbankCO, (g/km) o4 80 32
: 1) Emissions based on fuel consumption and fuel type per vehicle over one year.
Business travel 122 776 547 2)Refers tocompany cars administered by Swedbankby Swedbank AutoPlan.
Otheremissions® 1 2 2

1)Security transports and paper consumption.
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Material topic:
Attractive
employer

Key parameters

Thematic areas

¢ Sustainable employees are a success factor and the goal is to
continuously improve occupational health and safety work.

« Surveys show that employees’ willingness to recommend
the bank as an employer has increased in recent years.

Three years of improvements:

81 =
43 F)
827

Engagement index, 2020
2019 81

Recommendation index, 2020
2019 33

Sustainable employee index,
2020
2019 78

Share of women and men

10

Board

40%
55%

60%
45

1699

Managers

17 213

63% 37%

Employees

Like many other banks and companies, Swedbank is undergoing change. Develop-
mentsindigitisation are accelerating and new technology and new business models
require new skills. The overarching aim during the year was to create a safe and
secure workplace and limit the spread of COVID-19, but also to maintain aninspiring
and stimulating work environment - and find new, flexible ways of working, including
from home.

The assessment of the corporate culture during the year gives the bank a better
ideaof how it canbe strengthened and improved. It isimportant to clarify whatis
expected of managers, and to give allemployees an opportunity to develop and find
inspiration as market conditions change, as well as take responsibility for their per-
sonal development. Thisis part of an effort to build sustainable employees, sustaina-
ble customerrelationships and sustainable results for the bankin a time of digitisation.

SUSTAINABILITY

Sustainable employees
Occupational health and safety isanimportantareato create a climate with sustaina-
ble employees. During the pandemic, management has focused on preventingiliness
by providing updated information and educational support. The aimis that the work
environment at Swedbank will be safe and stimulating and that employees will bein
apositiontoperformat their best and build valuable relationshipsinternally and
externally. To achieve this, Swedbank as an employer must workin a clearand struc-
tured way with theseissues and every employee must take responsibility for their
own healthand well-being, where a work-life balance is the goal.

Swedbank has four focus areas that it continuously monitors: early signs ofillness,
repeated short-termabsences, long-termillnesses and conflicts/difficulty cooperating.

Targetshave alsobeen set for occupational health and safety based on the follow-
ing parameters: Sustainable Employee Index > 85%, sickness absences < 2.8%, pre-
ventive work to address early signs of illness, and zero tolerance for discrimination.
During the year, sickness absences increased largely due to the global pandemic.

Diversity and inclusion

Swedbank has astrategy for diversity and inclusion toensure that they areinte-
gratedinallHR processes and all relevant parts of the bank. A Group-level strategy
has beendeveloped to prevent all forms of discrimination and harassment. To main-
tainadiverse andinclusive bank with employees from different backgrounds, thisis
regularly monitored through controls and awarenessisincreased. The bank’s busi-
nessareas and Group Functions set targetsin their business plans, and the bank’s
managers work with these issues in their teams. Discrimination policies and guide-
linesareregularly updated and managers receive continuous training. During the
year,amore comprehensive survey and audit were conducted to furtherensurea
workplace free from discrimination and toidentify and resolve any issues at an early
stage. Training was also strengthened in this area through a partnership with
Friends, a Swedish organisation to prevent bullying, when managers needit. The
training covers e.g. social norms, antiracism and communication. The focusis on
respect forhumanrights and zero tolerance for all forms of discrimination.

Inaddition tolegally mandated salary reviews, the bank regularly conducts gender
analyses and takes the necessary measures toensure parity. Every business area and
Group function has a goal to eliminate the gender pay gap, whichis regularly moni-
tored. Swedbank isaware of the systemic pay gap between women and menin the
financial sector globally and faces a similar battle as the rest of the industry.

Totrack these results, Swedbank s part of several third-party evaluations and
indexes tostrengthendiversity and inclusion work, e.g. Equileap, Bloomberg Gen-
der-Equality Index 2020 and EY She Index 2020 in Sweden. Moreover, Swedbank has
signed the UN Women's Empowerment Principles and was invited to shareits experi-
ence working with gender equality in the women’s section of the UN Global Compact
Leaders Summit 2020. Swedbank has also pledged its support for the EU’ sdiversity
conventionsinallitshome markets, thereby strengtheningits commitment to gender
equality in the global workplace.

Employee surveys

Monitoring and evaluating how employees feel about their workplace has been espe-
cially important during the pandemic. Engagement Pulse (EP) surveys were con-
ducted three timesin 2020 and included questions that are usually part of the more
comprehensive survey that serves as the basis of the Sustainable Employee Index.
Employees were asked among other things how they feel about their work situation
during the pandemic. The results show that they remained motivated during the year
despite the challenges and having to change the way they work, with around half of
allemployees working from home.

The EP survey normally asks employees about their work situation and leadership,
withaquestiononthe eNPS,i.e.thelikelihood of recommending Swedbank as an
employer. The purpose of the survey is to give employees and managers an opportu-
nity tocollaboratively evaluate and respond to the resultsin their units. The Human
Capital Report (HCR) isacomplementary, more extensive survey which includes four
strategically important areas: Leadership Index, Employee Index and Sustainable
Employee Index. The surveys that were conducted during the year had high response
ratesandreportedimprovedresults.
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Employee surveys, index 2020 2019 2018
Sustainable Employee index? 82 78

Target for sustainable employee index 85

Engagementindex?® 81 81 78
—Sweden 78

—Estonia 85

—Latvia 84

— Lithuania 84

Recommendation index*? 43 33 24
Target for recommendation index 35

Leadershipindex? 85

1)Survey senttoallemployees.

2) Likelihood of recommending Swedbank as an employer outside the company (eNPS). Calculated on a scale of
0-10, where the share of negative responses (0-6) is subtracted from the share of positive responses (3-10).

3)Not measuredin 2018and 2020.

Total number and share of
employees by employment

contract 2020, by gender? Female % Male % Total
Permanent 10079 63 5917 37 16056
Temporary 776 67 381 33 1157
Total 10855 6358 17213

1) The variationin the number of employees during the year is fairly constant.

Total number of
employees by employ-

ment contract 2020,

by region* Sweden  Estonia Latvia Lithuania Total
Permanent 8886 2664 1891 2615 16056
Temporary 760 99 139 159 1157
Total 9646 2763 2030 2774 17213

1) The percentage who are not employed by the bank is very low.The variation in the number of employees during

Internal training 2020 2019 2018 the year s fairly constant.
Total number of training hours! 3633152 556983 465165
Training costs per FTE (SEK) 4700 7900 7700  Totalnumber and share of new employees
0
~of which mandatory 1200 by gender, age group and country, % 2020 2019 2018
- of which non-mandatory 3500 Women 55 61 62
- of which women 3400 Men 45 39 38
-of whichmen 1300 Under 30 years 45 54 59
Training hoursper FTE?! 24 37 32 30-30 49 42 37
- of which men 18 28 18 50- 6 4 4
- of whichwomen 28 44 24  Sweden 57 34 30
- of whichmanagers 28 45 2g  Estonia 13 18 24
- of which specialists 24 32 21 Latvia 13 21 17
Completed training Lithuania 17 27 29
- ethics (number)? 16797 3693 3070 1) Number of new employees: 2020: 2 043, of whom 43% were internal recruitments; 2019: 1912 and
2018:1877.
- sustainability incl. climate (number) 16149 15896 2837
-anti-money laundering and counter- Total number and rate of employee turn
terrorist financing (number; 17153 15976 23292 N
- g‘( ) - over by gender, age group and country, %! 2020 2019 2018
Number of advisors with Swedsec license* 4031 4023 4035
Number of employees who completed the wormen b 33 38
annual knowledge update (AKU)* 6254 5743 6143  Men 73 10.4 118
1) The number of training hours measures only how large a percentage of skills building is done through traditional Under 30years 9.0 14.1 14.8
training (e-training and classroom training). The table alsoincludes savings banks. _
2)Share of mandatory training 25.5%. 30-50 55 8.0 98
3) Contains a section onanti-corruption policies and procedures. 50- 7.6 9.6 8.1
4)ReferstoSweden.
Sweden 6.0 9.4 9.3
Employees who have received training in anti-money Estonia 6.5 8.3 109
laundering and counter-terrorist financing, by region :
(%) 2020 2019 Latvia 73 109 11.4
Lithuania 9.3 117 138
Sweden 98 99
- Group total 6.8 9.7 10.5
Estonia 99 100
Latvia 99 100 1)BNHLJ'jrnZh(]elr80T19gglgl?yeeswho\eftdurmgtheyear:ZOZD:1166‘whereof763voluntary;2019:1501:
Lithuania 85 99
Group total 98 99  wagedifference women vs. men,
managers! by country, % 2020 2019 2018
Sweden -20 -22 -22
Employees who have received training in anti-money -
laundering and counter-terrorist financing, by category Estonia -34 -27 -28
(%) 2020 2019 Latvia -28 -39 -43
Managers 99 98 Lithuania -33 -32 -36
Specialists 98 99  Grouptotal -32 -31 -32
1)Includes managers at every level. HR responsibility is the common denominator for this category.
Total number of employees by w :
age difference women vs. men,
employment type 2020, by gender! Women Men Total specialists by country, % 2020 2019 2018
Full-time 9503 5818 15321 Sweden 20 20 20
Part-time 1352 540 1892 Estonia 30 35 36
Total 10855 6358 17213 Latvia 35 29 29
1) The variationin the number of employees during the year is fairly constant. Lithuania -2 -34 -35
Group total -30 -32 -34
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Labour/management relations 2020 2019 2018
Percentage of employees with collective

or localagreement or covered by labour law

-Sweden* 100 100 100
Percentage of employees covered by

collective bargaining agreements?? 72 69 69

1) The members of the Group Executive Committee are not covered by collective agreements (except holiday
regulations)and the Act on Employment Protection.

2)100 per centin Sweden and Lithuania.

3)Swedbank has established a Group-level European works council with participants from the various countries
whereit operates.

Level of education, % 2020 2019 2018
Sweden
University degree 40 40 39
Otheruniversity education 11 11 13
Upper secondary school 47 48 47
Other education 2 1 1
Estonia
University degree 64 62 61
Other university education 11 11 12
Upper secondary school 19 20 20
Othereducation 6 7 7
Latvia
University degree 74 73 72
Other university education 16 16 16
Upper secondary school 10 11 12
Othereducation 0 0 0
Lithuania
University degree 84 83 81
Other university education 5 6 6
Upper secondary school 5 5 5
Othereducation 6 6 8
Age distribution by country, % 2020 2019 2018
Sweden
Under 30 years 21 21 20
30-50 50 49 49
50- 29 30 31
Estonia
Under 30 years 19 20 21
30-50 68 68 68
50- 13 12 11
Latvia
Under 30 years 22 24 24
30-50 71 70 70
50- 7 6 6
Lithuania
Under 30 years 29 32 32
30-50 59 57 57
50- 12 11 11
Age distribution management and
Board of Directors, % 2020 2019 2018
Group Executive Committee
Under 30years 0 0 0
30-50 21 25 24
50- 79 75 76
Board of Directors?
Under 30years 0 0 0
30-50 40 22 10
50- 60 78 90

1)Excluding employee representatives.
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Material topic:

Secure and stable
IT systems

Responsible corporate
governance

Business ethics
Fight financial crime

Key parameters

Thematic areas

¢ Anti-money laundering (AML) is a continuous effort within
Swedbank with steadily improving routines, system support
and processes.

¢ Swedbank has clear routines to ensure access to the bank’s
systems with security, compliance and risk management
principles.

Employees who have received
anti-money laundering and
counter-terrorism financing
training

Completed courses 17 153

98%

Everything we at Swedbank do shall be characterised by high ethical standards,
where Swedbank andits employeesactively assess every transaction, relationship
and activity from the standpoint of the bank’s ethical norms and positions.

Anti-money laundering measures

The Swedbank’s Group’s anti-corruption policy and policy on anti-money laundering
and counter-terrorism financing are adopted by the Board of Directors and revised
annually. A code of conduct explains the bank’s values and principles of conduct in
terms of commitments, rolesand the way we work internally as well asin relation-
ships with customersand partners.

The preventive work todetect and report suspected money laundering and terror-
ismfinancing remains the highest priority at Swedbank. The bank has established an
Anti-Financial Crime (AFC) unit to strengthen the fight against money laundering and
financial crime. During the year, the focus was on correcting the shortcomings
pointed out by the FSA'sin Sweden and Estonia. The action plan to strengthenthe
bank’s capacity and ability to detect money laundering risks has progressed according
toplan with slight adjustments due toimpact of the coronavirus pandemic.

The new Group framework for AML/CTF explains the bank’s approach and the
requirements to ensure compliance with current regulations. These requirements
include Know Your Customer (KYC), which the bank continues to work actively with;
itis one way the bank contributes to a safe and well-functioning society and main-
tains the confidence of shareholders and customers. The fight to stop criminals from
exploiting the bank’s platforms begins with the information it has on customers. The
bank’s many questions ontransactions, counterparties and where money comes from
isof value tosociety's efforts tostop criminality.

Swedbank started, together with the four other largest banksin Sweden, a collab-
oration with the Swedish Police Authority in order to betteridentify and combat
money laundering and organised crime through increased information sharing.

Whistleblowers increase transparency

Swedbank has aninternal whistleblower routine where employees and other stake-
holders outside the Group can openly or anonymously report potential or actual viola-
tionsof the bank’s values, internal or externalrules, or ethical norms. Previously,
employees were able toreport by mail, email, phone or an external, web-based report-
ing channel. During the year, the bank also enabled external stakeholders such as cus-
tomers, suppliers and other partners to use the whistleblower functionif they sus-
pectany wrongdoinginour operations by using the bank’s external websites. In
2020, the bankreceived 61 reports, of which ninerelated to operationsin Estonia and
threerelated toLatviaandLithuania.
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Internal routines and guidelines

Eventsand activitiesarranged by the bank to strengthen and build business relation-
ships must comply with applicable laws and honest practices and be arrangedin
accordance withinternal rules. The bank’s anti-corruption policy clarifies the rules on
giftsand entertainment. Itis prohibited e.g. from accepting or offering travel and
from providing, promising or offering a benefit to any person whorepresentsagov-
ernment authority or decides on public procurements.

Employees’sideline work is evaluated on an annual basis. Members of the Group
Executive Committee are subject to special rules on personalinvestments, where the
following normally do not give rise to significant conflicts of interest: UCITS funds and
similar financialinstruments, real estate intended for private use by members or their
family, insurance, deposits, sharesin Swedbank and other shares provided they are
discretionary investments. Members of the Group Executive Committee are also cov-
ered by financial trading rules such as a duty toenquire and reporting obligations.

Personal datain accordance with GDPR

Swedbank has extensive experience storing and handling customer data and infor-
mationinthe normal course of business. Itisimportant that the customer feels secure
with how their personalinformationis used. Confidentialinformation is used to exe-
cutethe bank’s services, in customer surveys and market analyses, and to prevent
money laundering, prevent and investigate criminal activity, and facilitate payments
and credit and risk assessments.

The General Data Protection Regulation (GDPR) applies to all EU member states.
Among other things, it contains rules with fundamental principles on processing
personaldataand provisions on the legal use of personal data. It also contains rules
ontheright toinformation and access to personal data, rules on the correction of
inaccurate personal data, and opportunitiesin certain cases to limit the processing
of personal data.

Information security strategy

Swedbank operatesinanenvironment where cyber threats are constantly evolving
and becoming more advanced. This, combined with increased digitisation of services,
productsand channels, requires the bank to understand threat scenarios and deter-
mine if and where vulnerabilities exist and can be exploited to harm the bank and indi-
rectly society as well. At the same time, banks face growing information security
demands and expectations from their stakeholders, including supervisory authori-
ties, customers, partnersandsociety asawhole.

Swedbank’sinformation security strategy is decided by the CEQ, but the Board of
Directorsisalsoconsulted. The Board also has access to, and givesits view of, the
bank’sriskand threat assessments. Training is provided for allits members. The
strategy describesan optimal level of information security with goals to support the
overarching Group strategy. It also describes initiatives that will lead the bank to that
optimum. Theseinitiativesarein turn supported by more detailed improvement and
development activities. The activities are defined onan annual basis to accommodate
changesinthe organisation and macro environment. Implementation of the activities
iscontinuously reported to the CEO and the Board.

Management of information security strategy work

Swedbank has established a function with responsibility for leading and coordinating
the developmentandimplementation of amanagement system for information secu-
rity,including arisk framework. The systemis based on the international ISO 27002
standard and the ISF Standard of Good Practice and manages all of the tools and con-
trolsthat the bank uses to protectitsinformation. The functionis led by the bank’s
ChiefInformation Security Officer (CISO). An Information Security Manager is
appointed by each business area and relevant Group functions as support for senior
executives. Functions for security incident response and proactive security testing
of the bank’sIT environment are overseen by the CISO. It has become increasingly
important for financial companies to test theirinformation security capabilities
andresilience.

In 2020, Swedbank conducted security tests within the Tiber-SE framework,
which was developed by the Riksbank in Sweden as a standardised way to test resil-
iencetocyberrisksinthe financial system. The testinvolves a controlled simulation of
acyberattackonanorganisation’semployees, processes and technology. Theideaiis
toidentify deficienciesin order to thenimprove resilience. In addition to the tests, the
bankregularly searchesallits IT systems for vulnerabilities. The external auditors
continuedin 2020 to review Swedbank’sinformation security work to provide a fur-
ther basis forimprovements to the bank’s capabilities. The incident response team,
Swedbank SIRT, isan accredited SIRT organisation and member of the Trusted Intro-
ducer Network TF-CSIRT since 2010. The bank hasinsurance coverage for certain
expensesthatcanarisein connection withacyberincident. Swedbank has arigorous
framework to manage information security risks that arise when activities and
assignments are outsourced. In connection with every procurement the supplieris
analysed toensure that they can live up to Swedbank’s information security require-
ments, whichis thenincludedin the agreementand continuously monitored.
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Forinformation security to succeed, itisimportant to promote a security con-
scious culture. Allemployees must understand the importance of good security in
their daily work, but at the same time are given the opportunity to develop their own
security skillsand awareness of current threats. Swedbank therefore offers training
and activities toraise the awareness of allemployees as well as customised measures
for specificemployee categories. Itis alsoimportant that employees know how to
report suspectedincidents.

IT security, data protection and

crime prevention 2020 2019 2018

Number of suspicious orders and

transactions (MAR)* reported 76 57 67
- of which Sweden 46 23 43
- of which Estonia 0 2 2
- of which Latvia 10 16 14
-of which Lithuania 20 16 8

Number of suspicious transactionsinvolving

money laundering/terrorist financing (SAR)*?

reported 5501 4597 5084
- of which Sweden 3480 2736 2774
-of which Estonia §73) 882 956
-of which Latvia 591 632 770
-of which Lithuania 457 347 584

Whistleblower reports 61 30 58

Processing of personal data

Number of complaints fromregistered

parties todata protection officer, total 13 10 7
- of which Sweden 7 5 6
- of which Estonia 1 0 0
-of which Latvia®
-of which Lithuania 5 5 1

Number of complaints from data protection

authority, total 6 7 4
- of which Sweden 0 0 0
-of which Estonia 0 0 0
-of which Latvia 1 1 0
-of which Lithuania 5 6 4

1)Market Abuse Regulation (MAR) and Suspicious Activity Report (SAR). Banks are obligated to report suspicions
of market abuse: insider trading, market manipulation and unlawful disclosure of inside information (MAR).
According to the Anti-Money Laundering Act, Swedbank s also obligated, without delay, to report suspicions
of money laundering or terrorist financing (SAR) to the Financial Intelligence Unit of the Swedish Police.

2) Registered parties that have submitted complaints through correspondence by mail or email to the data
protectionauthority.

3) Complaints fromregistered parties to data protection authorities are not measured in Latvia.
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Material topic: Key parameters
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* Swedbank is engaged in social issues such as education,
unemployment and entrepreneurship.

* In 2020, Swedbank and Gigstr launched an initiative called
“Switch jobs”, where companies can share employees to
help both the companies and their employees during
the pandemic.

Societal investments, SEKm 101 s
2101

Societal engagement has played a key role throughout Swedbank’s history. The first
savings bank was foundedin 1820 to help the general public save and achieve long-
term financial security. As aleading bank, Swedbankis part of and is affected by
everything that happensinsociety. The bankisengagedin social issues such as
education, health and well-being, unemployment and entrepreneurship. Progress
inthese areasisimportant for the development of society and the bank’s business.

Number of presentations

Financial literacy training for young people

Swedbank’s societal engagement s largely focused on spreading understanding of
personal finance, the value of money and savings, and how various life choices can
affect the future. Swedbank meets many children and young people through various
initiatives and helps to promote financial literacy in their education. In this way it
reaches out broadly with its message and knowledge to thousands of children and
young people, regardless of background and prior knowledge.

Throughthe “Young Economy” initiative with the Swedish savings banks and sav-
ings bank foundations, 53 753 (63 600) students attended lecturesin 2020. Swed-
bank’semployeesin Sweden guest lecture in schools during working hours. In Latvia
Swedbank held 218(350) presentations for high school students through the Swed-
bank School Program. Inboth Sweden and Latvia materials have also been produced
for digital presentations.

InLatviaand Lithuaniathe “Financial Laboratory”initiative gives childrenand
young people access todigital presentations, virtual tours and other educational
material. In Lithuania the bank launched even more digital presentations during the
yearaswell as videos toreach more young people during the pandemic. Swedbank’s
Estonianemployees have the opportunity during working hours to guest lecturein
schools on the digital platform Back to School.

Aninitiative called Digital Economy contributes to digital inclusion in society.
Throughlocal presentations - both physical and digital - and get-togethers the
bank’s employeesinform and guide those who want help getting started with digital
services.

Educating the publicinall four home marketsalsoincludes drawing attention to
current economicissues. Swedbank arranges seminars on these and other current
topicstied toitssocietal engagement.

SUSTAINABILITY

Societal engagement for today

Swedbank has worked for several years with two labour market initiatives: “Young
Jobsand “AjobatLast”. Duetothe pandemic, another initiative was added in 2020.

In collaboration with the talent matching firm Gigstr, “Switch jobs” was launched to
enable Swedish companies to share employees due to COVID-19.

InLatviaand Estonia, the bankisengaged in projects that train college graduates
tobecome teachers whocan help tocreate more equal schools around the country.
Theteachersareplacedinareas with the greatest need.In 2020, 38 students were
accepted tothe programmein Estoniaand 100 studentsin Latvia.

The bank participates each yearin Paliticians’ Week in Almedalen, Sweden, and its
equivalenteventsinLatvia, Estonia and Lithuania, to promote dialogue between poli-
ticians, businesses and other sectors of society. Because of COVID-19, most of these
events were cancelledin 2020, but many new digital meeting points were created
instead. Anumber of webinars were arranged by Swedbank in Sweden, andin Latvia
the bank participated in the annual democracy festival LAMPA, which was mostly
heldin digital form.

Swedbankin Sweden has been working for several years with the organisation
Friends, whichis anotherimportant engagementin schools focused on preventing
bullying.InLatvia a collaboration was established in 2020 with Neklusé (“Don’t be
silent”), whichisalso trying to prevent bullyinginschools.

Health and exercise are also animportant social issue. In addition to the health
aspect, itisaprovenway formany new immigrantsin Sweden tointegrate in society.
The bank sponsors various forms of sporting activities, mainly with afocus onfoot-
ball, where the bank has been active for many years.

Entrepreneurship and innovation collaborations

Toencourageinnovationand entrepreneurship, Swedbank has projects with several
organisations. One way is to teach entrepreneurship to young people whilst they
arestillinschool,increasing their likelihood that they will start new businesses and
createjobs.

Junior Achievementin Swedenand Latvia, Everyone CaninLithuaniaand Prototronin
Estoniaare various types of entrepreneurial collaborations focused on young people.
Prototron forexample is working to eliminate the funding gap for tech startups by giving
them an opportunity todevelop theirideasinto working prototypes to test on the market.
Todate, this collaboration between Swedbank, the Tallinn University of Technology and
Science Park Technopol, has financed 86 projects with EUR 1 048000.In 2020, Swed-
bank’sLatvianoperationsalso participatedin Prototron. In several of the Baltic countries,
thebank hasalso participated in hackathonsand accelerators for sustainable start-ups.

Abusiness networking platform was created by Swedbankin Latvia, the Institute of
Financesandother external partnersin 2013 tohelp corporate customers form business
relationships and develop opportunities.In 2020, the Business Network was visited by
more than 314000 unigue users.

InLithuania Swedbank continues to work with Everyone Can,andin 2020t expanded
therange of educational material to support small businesses during the coronavirus
pandemic.

Strong engagement among employees
Backin 2008 Swedbank and Good Deed Foundation joined together to establish the
donation portal “l love to help”, the largest website of its kind in Estonia, which brings
together customers and various charitable organisations to provide social assistance
invulnerable areas. Allemployees of Swedbank in Estonia have an opportunity to
volunteer.

InLithuania Swedbank’s volunteering programme is called We Care. Here as well
employees have anopportunity during working hours to volunteerin a wide range
of areas.

Societal investments, SEKm. 2020 2019 2018
Societal investments, total 101 104 106
-of which Sweden* 75 89 92
-of which Estonia 14 7 7
-of which Latvia 7 3 3
-of which Lithuania 5 5 4

1) Of which 43 SEKm consists of charitable donations from Swedbank Robur Humanfond 2020.
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Societal investments

perengagement 2020, % Sweden Estonia Latvia Lithuania
Sponsorship of social activities 42 55 87 27
Employees’'societal engagement

during paid working hours 2 13 2 16
Management costs 0 0 11 57
Products and services with

asocialvalue 0 0 0 0
Gifts from customers via the

bank’s products and services 56 33 0 0
Number of lectures 2020 2019 2018
Sweden! 1498 2283 2183
Estonia 67 157 117
Latvia 218 683 573
Lithuania 318 674 433

1))Referstothe Young Economy initiative in collaboration with the Savings Banks and Savings Bank Foundations.
Including savings banks.

2020

Direct economic value generated and distributed, % SEKm %!*
Totalincome 45676

Interest paid to the public (deposits) 847 2
Interest paid on other funding/financing 8409 18
Deposit guarantee fees 566 1
Resolution fees 863 2
Tax for the year 3944 9
Non-deductible VAT 1746 4
Socialinsurance costs and pensions 3696 8
Salaries and feesincl. shares in Swedbank 7702 17
Payments to suppliers, home markets 14219 31
Proposed shareholder dividend 3252 7
Profit for the year reinvestedin the bank 9677 21

1) Distribution of financial value creationin relation to total value.
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¢ Humanrights is animportant aspect in the sustainability
analyses in the bank’s core processes: investment, lending
and procurement.

Human rights is one of the four 1
areas to determine whether

a company can be included

in Swedbank Robur’s sustain-
ability funds.

out of

4

Swedbank willalways actin accordance with universal humanrights. This commit-
ment extends toevery market where the bank s active. As a basis for its responsibility
torespect humanrights, Swedbank follows the UN Guiding Principles Reporting
Framework and the UN Global Compact. The principles stress how important itis for
companies tobe aware of humanrightsrisks and to strengthen humanrightsin their
business operations. Swedbank Robur has signed the Principles for Responsible
Investment (PRI),an open globalinitiative forinstitutional investors supported by the
UN, which addresses among other things respect for humanrightsininvestments.
AGroup policy onhumanrights, adopted by the Board of Directors, clarifies the
bank’s responsibility to take precautionary measures and prevent humanrights viola-
tions.Inaddition, the code of conduct makes clear that the bank’s employees must
abide by Swedbank’s values and show equal respect for everyone. On this basis,
human rightsrisks are continuously assessed in processes and business decisions.

Gender equality and diversity in the bank’s operations

Allemployees of the bank receive mandatory sustainability training on topics such as
gender equality, diversity and humanrights (see page 222). Gender equality and
diversity areimportant to the bank’s work environment and corporate culture. The
Group Executive Committee supports developmentin thisareaby clearly integrating
anequality perspective.

Managers and other leadersregularly participatein training, both mandatory and
attherequest of teams. New e-training on discrimination was launched for the bank’s
managers. HR employees alsoreceived training during the year on the fundamentals
of diversity and unconscious biases. Swedbank s taking action to promote womenin
leadership, with afocus onareas where they are underrepresented - including
through the Swedbank Women in eCyber Security Network, which was launchedin
2020. Stereotypical thinking and unconscious bias, which often resultin lower posi-
tionsand pay for women, are key componentsindiversity and inclusion training at
Swedbank.

Responsible marketingis a natural part of the bank’s sustainability commitment
and during the year guidelines were developed. Swedbank wants people with differ-
entbackgrounds, ethnicities and ages represented in its marketing. The bank’s mar-
ketingis produced as sustainably as possible in collaboration with agencies that live
up tothe bank’s requirements.
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Humanrightsinlending and investments

Swedbank conducts a sustainability analysisin connection with all corporate loan
applications. The analysis addresses with the customer any risks associated e.g. with
itssupply chain. If the company has production, procurement or sales in high-risk
countries, its ability to manage sustainability-related risks is critical (the results are
shown onpage 215). As support for the analysis, the advisor has guidelines on sus-
tainability risks specific to each sector, such as human rights risks, which are designed
tofacilitate dialogue andrisk assessment. If the company is considered to have signifi-
cant sustainability risks, the caseis forwarded to a credit committee for final decision.

Swedbank expects the companiesitinvestsinor finances and the suppliers and
consultants employed by Swedbank to have zero tolerance for all forms of discrimina-
tion, including verbal, physical and sexual harassment. Thisis laid down in the bank’s
policy on human rights and policy ondiversity and inclusion.

Swedbank Robur’sinvestment processes include a sustainability analysis, which
covers human rights. The analysis variesin scope for different funds depending on
factorssuchasindustry and geography. Special attentionis given to industries with
elevatedrisks e.g.companies operating in low-cost countries or non-democracies.
Swedbank Robur actively dialogues with companies toimprove sustainability and
profitability and to prevent and reduce serious consequences for people and the envi-
ronment. There are various types of dialogues e.g. with companies with especially
high risks that are on Swedbank Robur’s watch list, when following up incidents, in
connection with a sustainability analysis, on topics such as humanrights, andasa
stakeholderin companiesin which the funds are major investors. Children are oftena
vulnerable group and Swedbank Robur has a position statement on children’srights,
whichis usedtoinfluence companies. The purpose s to present Swedbank Robur’s
expectation that companies take children’srights into consideration.

Humanrightsisone of the four areas that serve as a basis for determining whether
acompany can beincludedin Swedbank Robur’s sustainability funds. The focusin this
year'sdialogues was onissues related to supply chains and their monitoring. Human
rights, fairlabour and climate transition were central areasin conversations with the
companies, mainly in engineering and manufacturing.

Swedbank has adopted a Group position on the defence industry, which setsthe
conditions for providing financial services to this sectorand is protection against
humanrights violations. Swedbank has among other things zero tolerance for nuclear
weapons and illegal weapons, which means it will not provide financial services to
companies that produce, maintain or trade in these weapons.

Supply chain evaluations

Swedbank assessesrisks related to humanrightsinits procurement process. The
scope of the assessment depends on the industry and where the supplier is located
geographically, whichis determined through aninitial screening. If the supplier is con-
sidered highriskin terms of humanrights, a more thorough evaluation is conducted.
Swedbank regularly dialogues with suppliers to verify that established requirements
are being followed.

SUSTAINABILITY

Material topic: Key parameters
Responsible ® e ®06
corporate (s X2
governance

Thematic areas

Business ethics

¢ Swedbank is an active member of the Swedish Bankers’
Association’s tax committee, which in turnis a consultative
committee on new tax legislation.

Reporting in accordance with the new GRI tax
standard (GRI 207: TAX 2019), which includes
disclosures on tax strategy, governance and
risk management.

Being a good taxpayer and contributing to the community is a fundamental partof a
company'’s sustainability work. In accordance with Swedbank’s vision and values, it is
important toaddress taxissues responsibly, ethically and transparently. This respon-
sibility applies totaxissues that affect both the bank and its customers.

Taxesareanimportant sustainability issue for Swedbank. Since 2008, Swedbank
has a Group-wide tax policy adopted by the Board of Directors (available on swed-
bank.com/sustainability). The policy is updated annually. Swedbank follows current
Swedish andinternational tax laws, regulations and standards, but also strives toact
inaccordance withthelaws’ purpose. Swedbank openly reports operating profits,
assetsandtax costsinevery country where it operates. Swedbank acts transpar-
ently incommunications with tax authoritiesin all these countries and tries to main-
tainstrong, long-termrelationships built on openness and trust. In situations where
there may be alternativeinterpretations of case law, Swedbankrelies oninternal and/
orexternal experts toensure appropriate and accurate interpretations. When needed
Swedbank, dialogues with the tax authorities.

Swedbank’s economic contributions

Inaddition to paying corporate tax, Swedbank is a major employerinits home markets
and provides jobs more for than 16 000 people. By paying social security charges for
itsemployees, the bank contributes to social welfare. Swedbank incurs large net costs
for value-added tax (VAT).In addition, Swedbank pays bank feesin the form of areso-
lution fee and deposit guarantee fee, which contribute to society’s financial stability.
Swedbank’s total cost for taxes and social security was approximately SEK 7 800min
2020. During the year, Swedbank also paid approximately SEK 1 400m in bank fees.

Operating taxes
The sustainability analysis conducted in connection with corporate loan applications
requires the borrower to transparently report taxes. Swedbank hasinternal pro-
cessestoreduce therisk thatits operations are exploited for tax evasion purposes.

Swedbank does not provide tax advice or engage in artificial arrangements whose
main purpose is tax avoidance. Transactions containing elements that typically could
beinterpretedastax-drivenreceive extrascrutiny. Indifficult situationsatransac-
tioncan beelevated to the Group’s Business Ethics Committee. Swedbank withholds,
paysandreportsthe taxes thatits private customers owe forinterest, dividends and
various types of savings.

Inaddition to the tax policy, the Swedbank Group has position statements on tax
issues, e.g.inthe bank’s sector guidelines andin Swedbank’s public positions on
investmentsand asset management.

Swedbank Annual and Sustainability Report 2020
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Internal tax management

Ultimate responsibility for tax management and tax policy rests with the Board of
Directors. Swedbank’s CEO makes sure that tax policy is followed and that the right
resources and competence are available to the organisation to manage taxissues.
The Group Corporate Tax and Group Operational Tax departments monitor compli-
ance, including by annually reviewing the tax statements of large Group companies,
guestioning any differences between the subsidiaries’ effective taxratesand the
standard taxrate, and examining the Group’sinternal pricing. Further, the bank’s con-
trol functions performrisk-based compliance reviews of documentation, reporting
and tax deductions for customers. In addition, there are externally performed con-
trols made by the tax authorities in the bank’s home markets and by US tax authori-

ties withrespect to specific US requirements. The external auditors review the tax
expense and the sustainability report.

Allactivitiesin Swedbank should be characterised by high ethical standards, where
every transaction, relationship and activity are assessed based on the bank’s ethical
normsand positions. Swedbank will not engage in aggressive tax planning, the main
purpose of whichis toreduce tax costs. Swedbank has a whistleblower routine for
employees and other stakeholders toreport suspicious situations that do not align
with the bank’s values, policies or ethical norms, including Swedbank’s tax policy.

Taxissuesthat entail amaterial financial risk and/or reputational risk for the
Swedbank Group are reported to the CEO and Board of Directors. Through an annual
materiality analysis, Swedbank evaluates the significance of external tax reporting
by its stakeholders.

2020 Sweden Estonia Latvia Lithuania Norway USA Finland Denmark Luxembourg China Spain
Primary activities of the RB,WB,AM, RB,WB,AM, RB,WB,AM RB,WB,AM RB,WB,AM RB, WB, RB,WB RB,WB Business  RB,WB Other
organisation! Other Other Other being phased
out
Number of employees? 8976 2528 1826 2480 276 15 53 38 19 2
Revenues from third- 35432 4238 2022 2841 1534 109 549 209 -1 45 5
party sales®
Revenues fromintra- 834 208 88 242 -356 333 -40 14 -1 -16
group transactions?
Operating profit (SEKm)? 13848 2307 805 1287 -2022 73 336 143 -3 7 -2
Tangible assets (SEKm) 3788 345 356 850 26 45 1 10
Tax expense - paid 3204 296 38 252 -10 8 33 4 -3
(SEKm)
Current tax expense - 3795 355 22 213 -545 16 71 17 -1 1
accrued (SEKm)
Non-deductible VAT 1502 69 48 109 17
(SEKm)
Social security contri- 1667 265 108 14 53 3 2 5 2
butions (SEKm)
Resolution fees (SEKm) 747 28 40 25 18 4 1
Deposit guarantee fees 381 51 74 60
(SEKm)
Effective taxrate, excl. 27.4 154 2.8 16.5 27.0 21.5 2l.2 119 39.5 20.1 0.0
temp differences (%)
Statutory tax rate (%) 214 14.0 20.0 20.0 25.0 25.0 20.0 22.0 25.0 25.0 25.0
Difference current/statu- 6% 1,4% -17.2% -3,5% 2% -3,5% 1,2% -10,1% 14,5% -4,9% -25%
tory tax (832 SEKm) (32 SEKm) (-139 SEKm) (-45SEKm) (-40SEKm) (-3SEKm) (4SEKm) (-14 SEKm) (0SEKm) (-0 (OSEKm)
SEKm)
Explanation difference F(856) TD(22) L(-138) TD(-34) V (-4) 0(-3) 0(4) A(-13)
current/statutory tax C(83) 0(10) 0(-1) 0(-9) A(-25) TD(-1)
(SEKm)# IB(-171) V(-2) TD(-3)
A(-86) 0(-8)
1(180)
TD(-55)
0(25)

1) RB-Retail banking, WB-Wholesales banking, AM-Asset management.

2)Number of Group employees at year-end excluding long-term absentees in relation to hours worked expressed as full-time positions.
3) Theamounts are based on group reported figures. The operating profit has been adjusted, however, compared to the group profit for the SEK4bn fine, which in this table is solely allocated to Sweden. Intra-group transactions within

eachjurisdiction have been eliminated.

4)F-Fine, C- Adjustment of branch tax due to credit method, V - Variable tax rate within jurisdiction, IB - Special tax rate for insurance business, A - Associated companies reported after tax, L - Latvia taxed at dividend distribution

(temporary difference), |- Non-deductible interest on subordinated loans, TD - Temporary differences, O - Other.

List of resident entities can be found at swedbank.com/investor-relations/risk-and-capital-adequacy.html
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About this sustainability report

2020 is the twelfth year in a row that Swedbank’s report has followed GRI’'s framework for
sustainability reporting. The GRI report is linked to material topics, which are defined based
on the bank’s materiality analysis, and how these material topics coincide with GRI’s general

and topic-specific disclosures.

Data collection and calculation methods

Swedbank’s data collection process utilises alarge number of internal and
external systems. The data that appearsin the sustainability reportis
reported by the bank’s data suppliers through Swedbank’s digital sustaina-
bility platform.

The systems used to collect, and in some cases calculate, the data and
statistics presented in each section are reported below:

S1 Accessible banking: The information in the section is mainly com-
piled through the bank’s financial reporting. The number of paymentsis
obtained through the platform jointly owned by Swedish banks to facilitate
Swish paymentsinreal time.

S2 Sustainable investment: The information on assets under man-
agement per fundis obtained from the bank’s financial system. The climate
calculations are based ondata from an external supplier. Sustainability
analyses are performed using an internal programme at Swedbank Robur
based ondata fromseveral large ESG data suppliers. Dialogs are logged.

S3 Sustainable finance: The information on corporate loansis
obtained from the bank’s financial reporting. The volume of sustainability-
related productsis compiled from internal and external systems. The infor-
mation on sustainability analyses that have been performed is obtained
from several different CRM systems.

S4 Procurement: The bank’s supplier statistics are compiled through
the Supplier Risk & Contract Management and an external digital platform.

S5 Environmental impacts: A digital system for climate calculationsis
provided by an external supplier. Data on consumption of energy, paper and
water as well as security transports and waste management is compiled
directly from the bank’s suppliers. Information on the bank’s business travel

iscompiled through a system from an external supplier,and Autoplan’s car
leasing datais obtained from the bank’s fleet administration system.

Alimited selection of environmental datais based on a different
financial period than the standard sustainability reporting.

S6 Employees: The information is obtained from the bank’s HR system
and training data from the internal training portal.

S7 Business ethics and information security: Data on suspicious
ordersand transactions (MAR) and reports of suspicious transactions
regarding money laundering/terrorist financing (SAR) are obtained from
systems specially designed for this purpose. Whistleblower reports are reg-
istered and filed through internal systems and handled by the Compliance
unit, PayExis notincluded.

S8Societal engagement: The information is compiled through several
differentinternal systems and the bank’s internal sponsorship navigatar,
asystemdesigned for Swedbank.

H9 Human rights: Sustainability analyses by Swedbank Robur are
based ondatafromseveral large ESG data suppliers. Information on sus-
tainability analyses within lending is obtained from several different CRM
systems.

510 Taxes: Theinformation is obtained from the bank’s financial notes,
internal reporting systemand HR system.

Changes, recalculations and omissions

Changes and recalculations of measurement data are reported when the
information that has been calculated inanew way is presented in the
report. Swedbank report according to the GRI Standards, Core level, but
make a few omissions asindicated in the table below.

GRIStandard Reasons for omission Explanation

205-1 Not applicable The percentage, type of corruptionriskidentified through the risk assessment in each core process, and total number analysed
based on corruption risks are measured only for certain parts of the organisation and, as aresult, key figures cannot be pre-
sented for the Group as a whole. Swedbank is working actively to developits risk assessments. The bank will work toinclude
theseindicatorsincoming years.

405-1 Not applicable Age groups by employment contractis not akey indicator that Swedbank usesinits reporting today. The bank will work to

include these indicatorsin coming years.
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GRI Content Index

Swedbank reports according to the GRI Standards, Core level. Shown
below are the GRIindicators associated with the key topics that were
defined based on the bank’s materiality analysis, and how these key topics
coincide with GRI's general and topic-specific disclosures. The same table
shows how Swedbank’s work supports the Global Compact’s ten principles
and how well Swedbank lives up to the new act on sustainability reporting.
One ormoredisclosures are reported for each material topic. Swedbank
has used one or more of GRI's disclosures where available and report them
inthe table below with GRI's designations. For material topics that lack

GRI disclosures, the bank’s own disclosures have been used. At least one

Disclosure number Disclosure title

general or topic-specific disclosure is reported for each of Swedbank’s key
topicsinaccordance with the GRIStandards. Swedbank’s sustainability
reporting aligns with the GRI's four principles for defining report content:
stakeholder inclusiveness, materiality, sustainability context and
completeness.

GRI101: Foundation
GRI102: General Disclosures

GRI200: Economic
GRI300: Environmental

GRI103: Management Approach GRI400: Social
Page/reference Global Compact
number (principle no.)

GRI101: Foundation

GRI102: General disclosures

Organisational profile

102-1 (GR12016) Name of the organisation Front cover
102-2 (GR12016) Activities, brands, products, and services 111 noteG6
102-3 (GRI2016) Location of headquarters 63 note Gl

102-4 (GRI2016) Location of operations 112 noteG7
102-5 (GR12016) Ownershipand legal form 24-25

102-6 (GRI 2016)

Markets served

1,26,112note G7

102-7 (GRI12016)

Scale of the organisation

11,26,58-60,111
note G6,118note G13

102-8 (GRI2016) Information on employees and other workers 118noteG13,221-223 1-6
102-9 (GRI12016) Supply chain 218 1-6
102-10(GRI2016) Significant changes to the organisation and its supply chain 61-62,218 1-10
102-11 (GRI2016) Precautionary principle or approach 63noteG2,201 7-9
102-12 (GR12016) Externalinitiatives 201
102-13(GRI12016) Memberships of associations 201

Strategy
102-14 (GRI 2016)

Statement from senior decision-maker

4-6

Ethics and integrity

102-16 (GR12016)
Governance

Values, principles, standards, and norms of behaviour

7,201,204 1-10

102-18 (GRI 2016)

Governance structure

36-55

Stakeholder engagement

102-40(GRI2016) List of stakeholder groups 203

102-41 (GR12016) Collective bargaining agreements 223 3
102-42 (GR12016) Identifying and selecting stakeholders 203

102-43 (GRI2016) Approach tostakeholder engagement 202-203,221-222

102-44 (GR12016) Key topics and concerns raised 202-203

Reporting practice

102-45 (GR12016) Entitiesincluded in the consolidated financial statements 26-35,200

102-46 (GRI12016) Defining report content and topic Boundaries 200-206,229 1-10
102-47 (GR12016) List of key topics 202

102-48 (GRI12016) Restatements of information 63note G2, 215,217

102-49 (GR12016) Changesinreporting 202

102-50(GRI2016) Reporting period 200,243

102-51 (GRI12016) Date of mostrecentreport 200

102-52 (GR12016) Reporting cycle 200

102-53 (GRI12016) Contact point for questions regarding the report 253

102-54 (GR12016) Claims of reportinginaccordance with the GRIStandards 200,230

102-55(GRI12016) GRIcontentindex 230

102-56 (GRI12016) Externalassurance 200,243 1-10
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GRI Topic-specific disclosures

Below is alist of specific disclosures associated with the key topics as
defined based on the year’s materiality analysis, and how well these key
topics coincide with GRI's topic-specific disclosures. The same table shows
how our work supports the Global Compacts ten principles and UN’s global

sustainability goals.

Oneor more disclosures are reported for each key topic. Swedbank has used
one or more of GRI's disclosures where available and report themin the table
below using GRI's designations. For key topics that lack GRI disclosures,
Swedbank has usedits owndisclosures, which do not have GRI designations.

At least one topic-specificdisclosure is reported for each of our key topicsin
accordance with the GRIStandards.

Global
Page/reference Compact

Disclosure number Key topics Topic-specific disclosure number (principle no.) SDG

Business ethics 1-10
GRI1103:Management Approach
103-1(GRI2016) Explanation of the key topicand its boundary 202,223-224
103-2(GRI2016) Management 36-55,204-205
103-3(GRI2016) Sustainability management assessment 204-206

GRI1201: Economic Performance

201-1(GRI2016)

Direct economic value generated and distributed

226 E ’g‘

Reporting of taxes for the year

123 note G18,227-

228
Reporting of profit for the year 3,58-59
Attractive employer 1-6
GRI103: Management Approach
103-1(GRI2016) Explanation of the key topicand its boundary 18-19,202,221-223
103-2(GRI2016) Management 36-55,204-205
103-3(GRI2016) Sustainability management assessment 204-206
GR1404: Training and Education
404-1(GRI2016) Average hours of training per year per employee 222
GR1405: Diversity and Equal Opportunity
405-1(GRI2016) Diversity of governance bodies and employees gggss,nenote G13,
Financially stable bank 1-10
GRI1103:Management Approach
103-1(GRI2016) Explanation of the key topicand its boundary 8-9,26-35,202
103-2(GRI2016) Management 36-55,204-205
103-3(GRI2016) Sustainability management assessment 3,26-33

GRI201: Economic Performance

201-1(GRI2016)

Direct economic value generated and distributed

226 E ’"é;

Resultsand ROE 3,58-59
Capital adequacy ratio 102 note G4
Profit for the year 3,58-59
Dividend per share 3,24-25

Sustainable investment

GRI1103: Management Approach

103-1 (GRI2016)

Explanation of the key topicand its boundary

17-18,202,209-211

103-2(GRI2016)

Management

36-55,204-205

103-3(GRI2016)

Sustainability management assessment

206,213-214

G4-FS10

Percentage and number of companies held in the institu-
tion’s portfolio with which the reporting organisation
hasinteracted on environmental or social issues

213-214 E
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Global
Page/reference Compact
Disclosure number Key topics Topic-specific disclosure number (principle no.) SDG
Sustainable financing 1-10

GRI1103:Management Approach
103-1(GRI2016) Explanation of the key topicand its boundary 16-17,202,209-211
103-2(GRI2016) Management 36-55,204-205
103-3(GRI2016) Sustainability management assessment 206,215-217

Households with loan-to-value ratio over 70% 215

of property value

Share of households with loan-to-value ratio over 215

70% that amortise
G4-FS6 Percentage of the portfolio for business lines by specific 216,244

region, size and by sector
G4-FS7 Monetary value of products and services designed to 216-217 f

deliver a specific social benefit for each business line

broken down by purpose
G4-FS8 Monetary value of products and services designed to 216-217

deliver a specificenviromental benefit for each business

line broken down by purpose

Promote climate transition 7-9

GRI1103: Management Approach

103-1(GRI 2016

Explanation of the key topicand its boundary

18,202,209-211,219

103-2(GRI2016) Management 36-55,204-205,
209-211

103-3(GRI2016) Sustainability management assessment 206,219-220

GRI302:Energy

302-3(GRI2016) Energy intensity 220

GRI305: Emissions

305-1(GRI2016)

Direct (Scope 1) GHG emissions

220 H B

305-2(GRI2016)

Energy indirect (Scope 2) GHG emissions

305-3 (GRI 2016)

Otherindirect (Scope 3) GHG emissions

305-4 (GRI 2016)

GHG emissionsintensity

219-220 E E E

Combat financial crime 10

GRI1103:Management Approach
103-1(GRI2016) Explanation of the key topicand its boundary 19-23,202
103-2(GRI2016) Management 36-55,204-205
103-3(GRI2016) Sustainability management assessment 206,223-224
GRI1205: Anti-Corruption
205-1(GRI2016) Operations assessed for risks related to corruption 223-224,229

Percentage of suppliers undergoing business ethics 218

risk assessments

Percentage of holdingsin fund portfolios undergoing 213-214

business ethicsrisk assessments

Number of corporate customers undergoing business 215-217

ethicsriskassessments

Number of suspicious orders and transactions reported 224

Number of suspicious transactions regarding money 224

laundering/terrorist financing reported

Societal engagement 1-6

GRI103: Management Approach
103-1(GRI2016) Explanation of the key topicand its boundary 202,225
103-2(GRI2016) Management 36-55,204-205
103-3(GRI2016) Sustainability management assessment 206,225-226
GRI201: Economic Performance
201-1(GRI2016) Direct economic value generated and distributed 226

Socialinvestment 225-226
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Global
Page/reference Compact
Disclosure number Key topics Topic-specificdisclosure number (principle no.) SDG
Responsible governance 1-6,10
GRI1103:Management Approach
103-1(GRI2016) Explanation of the key topicand its boundary 202,223-224
103-2(GRI2016) Management 36-55,204-205
103-3(GRI2016) Sustainability management assessment 118noteG13,
224-225,228
Compensation within Swedbank 118noteG13
GRI1201: Economic performance
201-3(GRI2016) Defined benefit plan obligations and other 118noteG13
retirement plans
207-1(GRI2016) Approach to tax 227-228
207-2(GRI2016) Tax governance, controland risk management 227-228
207-3(GRI2016) Stakeholder engagement and management concerns 203,227-228
related to tax
207-4(GRI2016) Country-by-country reporting 112noteG7,228
Secure and stableIT systems 3-6,10
GRI103:Management Approach
103-1(GRI2016) Explanation of the key topicand its boundary 19,202
103-2(GRI2016) Management 36-55,204-205
103-3(GRI2016) Sustainability management assessment 224
Number of complaints from registered 224
parties todata protection officer
Number of complaints from Swedish Data Protection 224
Authority
High availability 1-2
GRI1103: Management Approach
103-1(GRI2016) Explanation of the key topicandits boundary 202,212
103-2(GRI2016) Management 36-55,204-205
103-3(GRI2016) Sustainability management assessment 212
Availability in digital channels 212
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PRB Self-Assessment

The following table shows page references in Swedbank’s Annual and Sustainability Report where PRB reporting is presented. Swedbank’s PRB Self-
Assessment follows the Principles of Responsible Banking’s requirements for self-assessment. Areas 2.1,2.2,2.3,2.4,5.3and 6.1 and have been reviewed
by PwC (limited assurance) in accordance with the assurance report on page 243.

Requirement Swedbank’s self-assessment Reference

Principle 1: Alignment
Swedbank will align its business strategy to be consistent with and contribute to the UN Sustainability Development Goals, the Paris Agreement
and other relevant and national frameworks, from both the individual’s and society’s perspective.

1.1 Description of business model « Swedbankisaleading bank for the many households and companiesinits four home markets: Sweden, Estonia, Latvia 10-11,26-27,
and Lithuania. Swedbank’s main businessis organisedin three product areas: lending (residential and commercial 71noteG3,111
properties), payments (cards and payment processing) and savings (funds, equities and deposits). note G6, 244

¢ Maincustomer segments: private customers, corporate customers, tenant owner associations, public sector and
financial institutions.

* Swedbank’s corporate lending based on largest sector exposure: property management, agriculture, forestry &fishing,
and manufacturing.

1.2 Description of the business ¢ Swedbank's purposeisrootedinits 200-year history, where the bank has, since the start of the savings bank movement, 7-9
strategy been committed to providing opportunities for all people toimprove their financial situation. Thisidea remains

unchanged andis central to the bank’s purpose to this day. By offering relevant advice, service and products to the many
customersinitshome markets every day, Swedbank can have a positiveimpact on their lives and on society.

¢ Swedbankisfocused onlong-termvalue creation forits stakeholders and therefore aims for a competitive returnon
invested capital, market-leading cost efficiency, sound risk management and delivering a positive customer experience,
incombination with strong engagementin sustainability.

« Swedbankhasidentified four strategic focus areasacross the group; focus on core business, focus on fundamentals,
focus oncustomer value creation and focus on operational efficiency.

Principle 2: Impact and Target Setting

Swedbank will continuously increase its positive impacts while reducing the negative impacts on, and managing the risks to, people and
environment resulting from the bank’s activities, products and services. To this end, Swedbank will set and publish targets where the bank
has the most significant impacts.

2.1 Impactanalysis « Aportfolioimpactanalysisand a materiality analysis were conducted at the Group level during the year. The methodol- 207-208,234
ogy/tool toundertake the impact analysis was the UNEP FI Portfolio Impact Analysis Tool. Products and services were
analysed for the private and corporate marketsin Sweden, Estonia, Latvia, Lithuania and Norway. Asset management,
insurance, capital market products and Private Banking were not covered in the analysis.

« Throughouranalysis, we determined that the bank, throughits business, impacts climate change (emissions), resource
efficiency (consumption), access to housing and decent employment. Differences in conditions between countriesin
terms of the areasimpacted by sustainability aspects were analysed as well, including housing, resource efficiency,
climate change, water quality and mobility. This was determined through an analysis of national and international
sourcessuch as the UN SDGindicator and World Bank data. The analysis shows that Swedbank, through activitiesin the
real estate and manufacturing sectors, as well as the professional, scientific and technological sectors, has a positive
impact on housing and employment. Conversely, there were negative impacts on the areas of climate change and
resource efficiency fromactivitiesin property management, manufacturing, agriculture, forestry and fishing, as well as
inthe energy sector connected with the extraction of fossil fuels.

« Swedbank will work together with sectors where the bank has opportunities toincrease positiveimpacts, e.g. by
meeting and financing transition pathways.

2.2 Target setting « Swedbankhasadopted two targets based on the outcome of the impact analysis. The firstis that the bank in 2021 will 208,234
develop climate targets for thereal estate sector that align with the Paris Agreement. The baseline yearis 2020. How-
ever, forany future climate targets that are adopted the baseline year may differ. This targetis akey elementin the
bank’s strategicapproach to climate change and is focused on sectors where the bank has a majorimpact and exposure.
Thesecond targetisthatin 2021 Swedbank will increase its sustainable finance compared with 2020 (baseline year). To
achieve thistarget, the bank will work with customers by offering advice and financing solutions to support their transi-
tion. The bank concludes that the targets that have been adopted do not constitute arisk for society and the UN Sustain-
able Development Goals. However, the bank believes itisimportant to continuously evaluate this aspect.

2.3 Planfortargetimplementation ¢ Thetargetscomprise theentire Group andareimplemented at the management level within each businessareaandrele- 208,234
and monitoring vant Group function asa part of the bank’s day-to-day activity and business planning. This means that the targets are
monitored continuously during the year. A Group-wide project with representatives from the bank’s various business
areas, Group functions and subsidiaries was established to draft climate targets for the real estate sector aligned with
the Paris Agreement. These targets will be implemented in operations and measured and continuously monitoredin
accordance with established performance metrics as soon as they are approved. To support the transitionin sectors (e.g.
agriculture and forestry) where it hasidentified an opportunity toreduce theimpacts onthe climate and resource con-
sumption, the bank considersitimportant to develop sustainable financing. The target toincrease the bank’s sustainable
financeisintegratedin the businessareas'activity plans and specificKPIs are implemented to monitor volume growth.

2.4 Progressonimplementing ¢ Implementationof the targetsis continuously monitored internally and reported publicly in the next sustainability 208,234
targets report.

Principle 3: Clients and Customers
Swedbank will work responsibly with its customers to encourage sustainable practices and enable economic activities that create shared prosperity
for current and future generations.

3.1 Policies and practices « Swedbank’s governing sustainability framework, policies (adopted by the Board of Directors), instructions/position 200,204-206
statements (adopted by the CEO) and sector guidelines are implemented in the bank and updated annually.
¢ Therulesand frameworksthat have been adopted by the European Commission as an elementin achieving the objectives
inthe EU Action Planfor Financing Sustainable Growth provide support for the bank’s efforts to encourage sustainable
choicesininteractions with customers.

3.2 Encourage sustainable practices ¢ Ahigh priority at Swedbankis toenable both private and corporate customers to meet the bank and do their banking sim- 7-9,16-18,
and activities ply and conveniently. Digitisation and new technology enable the bank toreach its seven million customers with services 212-217
that save time, reduce customers' costs and make banking services more widely available. To promote sustainable
growth, itis vital that the bank allocate capital to companies whose business models contribute to the necessary transi-
tion. During the year, several new sustainability-oriented products and services were launched and extensive work to
develop advisory services wasinitiated.
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Requirement Swedbank’s self-assessment Reference

Principle 4: Stakeholders
Swedbank will proactively and responsibly consult, engage and partner with relevant stakeholders to achieve society’s goals.

4.1 Stakeholder engagement and ¢ Communication with stakeholdersisimportant to the bank’s operations, and an open dialogue is maintained with various 201-203
partnerships groupsinsociety. Swedbank's main stakeholder groups are customers, employees, owners/investors and society at

large.Issues that were addressed and which the bank collaborated on with stakeholders during the year are shown on
page 203.0neexampleis that the bank, throughits dialogue with customers, has understood the need for support, tools
and access tofinancial services for customers to manage the pandemic'simpact on their personal finances and their
businesses. The bank’s online information and tools have provided deeper insight and helped customers to make well-
informed decisions.

« Thebankhasestablished partnerships with the goal of developing and delivering solutions for sustainable production
and consumption. One exampleis the partnership with the talent matching firm Gigstr, where aninitiative called "Switch
Jobs" helps companies to share employees to meet their staffing needs.

« AGroup-wide materiality analysis was conducted during the year with nearly 2 000 responses to a survey on how the
bank should prioritise various sustainability issues. Two key areas that were given high priority were secure and stable
IT systems and business ethics.

Principle 5: Governance and Culture
Swedbank willimplement its commitment to these principles through effective governance and a culture of responsible banking.

5.1 Governance structure « Swedbankhasaneffective governance structure, which enables the creation of long-term value for the bank’s owners 36-55,
and other stakeholders. Swedbank'’s policies, position statements and guidelines in this area provide the foundation for 204-205
governance of Swedbank’s sustainability work.

¢ Swedbank hasestablished an ethics committee to support the CEO with effective management and oversightin the
areas of ethics and sustainability. The members represent the bank’s various business areas and Group Functions. Mem-
bers of the Group Executive Committee arerepresented as well. Swedbank’s Head of Sustainability is chairman of the
Business Ethics Committee. The committee's purpose is to guide the organisation to minimise sustainability risksand any
negativeimpacts caused by and for the bank. The committee handles cases where the environment, humanrights, social
responsibility and business ethics are a decisive factor in business decisions and where an ethical dilemma has arisen.

5.2 Initiatives and measures « Swedbank hasimplemented severalinitiativesand measures to support sustainability integration. Group-wideemployee ~ 16-23,200,
training on climate change, a corporate culture assessment, measures to implement sustainable finance rules and new, 209-211,221
sustainability-oriented products are just a few examples.

5.3 Governance structureforimple- ¢ Thegovernancestructureandincreased focusonsustainability support the bank’simplementation of the principles. 207-208,235

mentation of the principles Swedbank has established two Group-wide targets as aresult of theimpact analysis of its portfolio. KPIs to monitor tar-

getsset by Group Executive Management areimplementedin relevant business areas and group functions and align with
thebank’s ordinary activity structure. Tosupport efforts toachieve the targets, the number of sustainability-oriented
products has been expanded, a clearer focus on sustainability inadvisory services has been established, and an extensive
training programon climate change has been launched toimprove the knowledge of the bank’s employees. A thorough
follow-up of the targetsis made continuously.

Principle 6: Transparency and Accountability
Swedbank will periodically review its individual and collective implementation of the principles and be transparent about and accountable for its positive
and negative impacts and contribution to society’s goals.

6.1 Progressonimplementing the « Thebankisreporting for the first time according to the Principles for Responsible Banking. The year's report shows the 207-208,235
Principles for Responsible Banking  resultsof theimpact analysis that was conducted and the targets that have been adopted based on the results. Swed-
bank thoroughly monitors other banks’ reporting of the principles and the work toimplement them. The bank’s aimiis to
achieveahighlevelinitsreportingand beinspired by best practices to deeply integrate the principles in daily work.

Conclusion:
Swedbank concludes that it has met the requirements for progress inimplementing the Principles for Responsible Banking. Swedbank’s conclusion is
that the bank specifically meets the requirements for progress on the principles 2.1,2.2,2.3,2.4,5.3,and 6.1.

TCFD index

The following table shows page referencesin Swedbank’s Annual and Sustainability Report where TCFD reporting is presented.

Reference Page
Governance

a) Describetheboard'soversight of climate-related risks and opportunities. 16,204-205,210
b) Describe management'sroleinassessing and managing climate-related risks and opportunities. 16,204-205,210
Strategy

a) Describetheclimate-related risks and opportunities the organisation has identified over the short, medium, and long term. 7-9,16,209-211
b) Describetheimpact of climate-related risks and opportunities on the organisation’s businesses, strategy, and financial planning. 7-9,16,209-211
c) Describetheresilience of the organisation’s strategy, taking into consideration different climate-related scenarios, including a 2°Cor lower scenario. 209-211

Risk management

a) Describetheorganisation’s processes foridentifying and assessing climate-related risks. 16,92,209-211

b) Describethe organisation’s processes for managing climate-related risks. 16-17,209-211,215

c) Describe how processes foridentifying, assessing, and managing climate-related risks are integrated into the organisation’'s overall risk management. 16,102 not G4,209-
211,214-215

Targets and metrics

a) Describethe metrics used by the organisation to assess climate-related risks and opportunities aligned with its strategy and risk management process. 211,214,215,220

b) Disclose Scope 1,Scope 2,and, if appropriate, Scope 3 greenhouse gas (GHG) emissions, and the related risks. 219-220

c) Describethetargetsusedby the organisation to manage climate-related risks and opportunities and performance against targets. 12,206,214,219
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SASB index

The table below provides references on where to find information in Swedbank ‘s sustainability reporting related to metrics applied in the Sustainability
Accounting Standards Boards (SASB) industry-specific standard for commercial banks.

Topic Accounting Metric Code Page
Data Security (1) Number of data breaches, (2) percentage involving personally identifiable information (PIl), (3) FN-CB-230a.1 223-224
number of account holders affected 2
Description of approach toidentifying and addressing data security risks FN-CB-230a.2
Financial Inclusion (1)Numberand (2) amount of loans outstanding qualified to programs designed to promote small FN-CB-240a.1 212,215-217,
& Capacity Building businessand community development 3 225-226
(1) Numberand (2) amount of past due and non-accrual loans qualified to programs designed to promote FN-CB-240a.2
small business and community development
Number of no-cost retail checking accounts provided to previously unbanked or underbanked customers FN-CB-240a.3
Number of participantsin financial literacy initiatives for unbanked, underbanked, or underserved FN-CB-240a.4
customers 4
Incorporation of Environmental, Commercial and industrial credit exposure, by industry FN-CB-410a.1 215-217
Social, and Governance Factors  paciption of approach to incorporation of environmental, sacial, and governance (ESG) factorsincredit  FN-CB-410a.2
in Credit Analysis analysis
Business Ethics Totalamount of monetary losses as aresult of legal proceedings associated with fraud, insider trading, FN-CB-510a.1 223-224,
anti-trust, anti-competitive behavior, market manipulation, malpractice, or other related financial 105not G5
industry laws or regulations
Description of whistleblower policies and procedures FN-CB-510a.2
Systemic Risk Management Global Systemically Important Bank (G-SIB) score, by category FN-CB-550a.1 Swedbank'ssys-
Description of approach to incorporation of results of mandatory and voluntary stress testsintocapital ~ FN-CB-550a.2 tematllclljmpor-
adequacy planning, long-term corporate strategy, and other business activities tance indicators,
accessibleat
swedbank. com,
102not G4
Activity Metric Code Page
(1)Numberand (2) value of checking and savings accounts by segment: (a) personal and (b) small business FN-CB-000.A
(1) Numberand (2) value of loans by segment: (a) personal, (b) small business, and ( c) corporate FN-CB-000.B

Sustainability reporting

In 2017 sustainability reporting requirements were introduced in the
Swedish Annual Accounts Act (chapter 6, paragraph 12). The new require-
ments state that sustainability reports must contain the sustainability
disclosures needed to understand the company’s development, financial

Pagereference by area

Employees and

Environment Social conditions Humanrights

position and results and the consequences of its activities, including disclo-
sures on the environment, social conditions, HR, respect for humanrights
and anti-corruption. The following table with page references to the report
is provided to show how Swedbank meets the new legal requirements.

Anti-corruption

Business model 10-11 10-11 10-11 10-11
Material risks 16,202,204-205,209-211,219 16,202,204-205, 221,225 16,202,204-205, 226 16,202,204-205,223-224
Policy, results and indicators? Not G3 page 71,204,209-211, 204,221-223,225-226 204,213-215,218,226 204,223-224

219-220

Environmental policy

ISO 14001 certified environmental
management system

Position on climate change
Sustainability policy

Swedbank’s code of conduct

Code of conduct for suppliers
Responsible investment policy
Exclusionlist

Occupational health and safety
policy

Policy on Gender equality,
Diversity and Inclusion

Human rights policy
Sustainability policy
Swedbank's code of conduct

Human rights policy

Policy on Gender equality,
Diversity and Inclusion
Position on defenceindustry
Sustainability policy
Swedbank's code of conduct
Code of conduct for suppliers
Responsible investment policy
Exclusion list

Anti-corruption policy
Anti-money laundering and
counter-terrorist financing policy
Financial reporting policy
Sustainability policy
Swedbank’s code of conduct
Code of conduct for suppliers

Tax policy

Whistleblower routine

Exclusion list

Management of risks

16,209-211,Note G3 page 71,
Pillar 3report, available at
swedbank.com

16,Note G3 page 71, Pillar 3 report,

available at swedbank.com available at swedbank.com

16,Note G3 page 71, Pillar 3report,

16,Note G3 page 71, Pillar 3report,
available at swedbank.com

1) All policies are available at swedbank.com/sustainability
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Signatures of the Board of Directors

and the CEO

The Board of Directors and the President hereby affirm that the
annual report has been prepared in accordance with the Acton
Annual Accountsin Credit Institutions and Securities Companies
(ARKL), the instructions and general guidelines of the Swedish
Financial Supervisory Authority (FFFS 2008:25) and the Swedish
Financial Accounting Standards Council's recommendation RFR 2
Accounting for Legal Entities, and provides an accurate portrayal
of the Parent Company’s position and earnings and that the Board
of Directors’ Report provides anaccurate review of trendsin the
company’s operations, position and earnings, as well as describes
significant risks and instability factors faced by the company.

The Board of Directors and the President hereby affirm that the
consolidated accounts have been prepared in accordance with the
International Financial Reporting Standards (IFRS), as adopted by
the EU, and provide an accurate portrayal of the Group’s position
and earnings and that the Board of Directors’ report for the Group
provides an accurate review of trends in the Group’s operations,
position and earnings, as well as describes significant risks and
instability factors faced by the Group.

Stockholm 25 February 2021

Goran Persson
Chair

Bo Bengtsson

Goran Bengtsson

Bengt Erik Lindgren

Josefin Lindstrand

RogerLjung
Employee representative

Bo Magnusson
Vice Chair

Hans Eckerstrom Kerstin Hermansson
Anna Mossberg

Biljana Pehrsson

Ake Skoglund
Employee representative

Jens Henriksson
President and CEO

Our auditors’ report was submitted on 25 February 2021

PricewaterhouseCoopers AB

Anneli Grangvist

Authorised Public Accountant
Auditorincharge

Martin By
Authorised Public Accountant
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AUDITORS'REPORT

Auditors’ report

To the annual meeting of the shareholders of Swedbank AB
(publ), corporate identity number 502017-7753

REPORT ON THE ANNUAL ACCOUNTS

AND CONSOLIDATED ACCOUNTS

Opinions

We have audited the annual accounts and consolidated accounts
of Swedbank AB (publ) for the financial year 2020 except for the
corporate governance statement on pages 36-55. The annual
accountsand consolidated accounts of the company are included
on pages 26-198in thisdocument.

Inour opinion, the annual accounts have been preparedin
accordance with the Annual Accounts Act for Credit Institutions
and Securities Companies and present fairly, in all material
respects, the financial position of parent company as of 31
December 2020 and its financial performance and cash flow for
the year then ended in accordance with the Annual Accounts Act
for Credit Institutions and Securities Companies. The consolidated
accounts have been preparedin accordance with the Annual
Accounts Act for Credit Institutions and Securities Companies and
present fairly, in all material respects, the financial position of the
group as of 31 December 2020 and their financial performance
and cash flow for the year then ended in accordance with Interna-
tional Financial Reporting Standards (IFRS), as adopted by the EU,
and the Annual Accounts Act for Credit Institutions and Securities
Companies. Our opinions do not cover the corporate governance
statement on pages xx-xx. The statutory administration report
isconsistent with the other parts of the annual accounts and
consolidated accounts.

We therefore recommend that the general meeting of share-
holders adopts the income statement and balance sheet for the
parent company and the group.

Ouropinionsin thisreport on the annual accounts and consoli-
dated accounts are consistent with the content of the additional
report that has been submitted to the parent company’s audit
committeeinaccordance with the Audit Regulation (537/2014)
Article11.

Basis for Opinions
We conducted our audit in accordance with International Stand-
ardson Auditing (ISA) and generally accepted auditing standards
in Sweden. Our responsibilities under those standards are further
describedin the Auditor’s Responsibilities section. We are inde-
pendent of the parent company and the group in accordance with
professional ethics for accountantsin Sweden and have other-
wise fulfilled our ethical responsibilities in accordance with these
requirements. Thisincludes that, based on the best of our knowl-
edge and belief, no prohibited services referred to in the Audit
Regulation (537/2014) Article 5.1 have been provided to the
audited company or, where applicable, its parent company orits
controlled companies within the EU.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinions.

Swedbank Annual and Sustainability Report 2020

Our audit approach

Audit scope

We designed our audit by determining materiality and assessing
therisks of material misstatement in the consolidated financial
statements. In particular, we considered where management and
the Board of Directors made subjective judgements; for example,
inrespect of significant accounting estimates that involved mak-
ing assumptions and considering future events that are inherently
uncertain. Asinall of our audits, we also addressed the risk of
management override of internal controls, including among other
matters consideration of whether there was evidence of bias that
represented a risk of material misstatement due to fraud.

We tailored the scope of our audit in order to perform suffi-
cient work to enable us to provide an opinion on the consolidated
financial statements as a whole, taking into account the structure
of the Group, the accounting processes and controls, and the
industry in which the group operates.

Swedbank’s banking activitiesin all countries are audited by
local PwC audit teams. The Swedbank group has centralised ser-
vice centers, systems and processes for anumber of processes.
We have organized the audit work by having our central audit
teamto carry out the testing of all centralised systems and pro-
cesses. Local audit teams carry out additional testing based on
ourinstructions.

Full scope audit and reporting is performed at entities with
high significance and risk to the group. The audit is carried outin
accordance with ISA and local audit requirements. The procedures
applied generally include an assessment and testing of controls
over key business processes, analytical procedures of individual
account balances, tests of accounting records throughinspection,
observation or confirmation, and obtaining corroborating eviden-
tialmatterinresponse toinquiries.

For some entities, even though not considered to have high
significance orrisk, itis required froma group audit perspective to
obtain assurance on certain accounting areas. In these cases, local
auditteams are instructed to perform certain procedures and
report back tous. The procedures applied generally include a
detailed analytical review, reconciliation to underlying sub-
ledgers, substantive testing for specific processes, areas and
accounts, discussion with management regarding accounting,
taxandinternal control as well as follow-ups onknown issues
from previous periods.

As part of our audit we place reliance oninternal controls for
the business processes, applications/systems and related plat-
formsthat support Swedbank’s accounting and financial report-
ing. Therefore, we perform audit procedures to determine that
systems and processes are designed, maintained, operated and
keptsecureinsuchaway as toprovide assurance that therisk of
erroris minimised. The audit procedures include walk-throughs of
processes and evaluation of design and test of effectiveness of
controls. Substantive testing has also been performed.

Ourauditis carried out continuously during the year with spe-
cialattention at each quarter end. In connection with the Swed-
bank group’sissuance of interim reports, we report our observa-
tions to the audit committee of the Board of Directors and issue
interim review reports. Twice a year, we also report our main
observations to the Board of Directors.



239

Materiality
The scope of our audit was influenced by our application of mate-
riality. An audit is designed to obtain reasonable assurance
whether the financial statements are free from material mis-
statement. Misstatements may arise due to fraud or error. They
are considered material ifindividually orin aggregate, they could
reasaonably be expected toinfluence the economic decisions of
users taken on the basis of the consolidated financial statements.
Based on our professional judgement, we determined certain
guantitative thresholds for materiality, including the overall
group materiality for the consolidated financial statements as a
whole. These, together with qualitative considerations, helped us
todetermine the scope of our audit and the nature, timing and

Key audit matter

AUDITORS' REPORT

extent of our audit procedures and to evaluate the effect of mis-
statements, bothindividually and in aggregate on the financial
statementsasawhole.

Key audit matters

Key audit matters of the audit are those matters that, in our pro-
fessional judgment, were of most significance in our audit of the
annual accounts and consolidated accounts of the current period.
These matters were addressed in the context of our audit of, and
informing our opinion thereon, the annual accounts and consoli-
datedaccountsasawhole, but we do not provide a separate opin-
jononthese matters.

How our audit addressed the Key audit matter

Credit Impairment allowances on loans
Accounting forimpairment of loans to customers requires subjective
judgement over both timing and size of any such impairment.

Swedbank makes provisions for expected credit losses (ECL) in accord-
ance with the accounting standard IFRS 9 which categorise loans into
three stagesdepending on the level of credit risk or changes in credit risk
foreachindividual loan. Stage 1 representing a probable 12 month
Expected Credit Loss (ECL) applies to all loans performing as originally
intended. For loans where there is deemed to be a significantincreasein
creditrisk since initial recognition, stage 2, or loansin default, stage 3,a
lifetime ECL s calculated. The ECL s calculated as a function of the proba-
bility of default, the exposure at default and the loss given default, as well
as the timing of the loss. IFRS 9 also allows for expert credit judgement to
be applied toloan loss provisioning.

Thekey areas where we identified greater levels of management judge-
ment and therefore increased levels of audit focus in the Group's estima-
tionof ECLs are:

Model estimations - Inherently judgemental modelling is used to esti-
mate ECLs whichinvolves determining Probabilities of Default (“PD"),
Loss Given Default ("LGD"), and Exposures at Default (“EAD"). The PD
models are the key drivers of the ECLs and alsoimpact the staging of
assets. Asaresult, the PD models are considered the most significant
judgemental aspect of the Group’s ECL modelling approach.

Economic scenarios - IFRS 9 requires the Group to measure ECLson an
unbiased forward-looking basis reflecting a range of future economic con-
ditions. Significant management judgement is applied in determining the
economic scenarios used and the probability weightings applied to them.

Management overlays - Adjustments to the model-driven ECL results
areraised by management to address known impairment model limitations
oremerging trends. Such adjustments are inherently uncertain and signifi-
cantmanagement judgementisinvolvedin estimating these amounts.

The economic scenarios and qualitative adjustments have been subject
toanincreased level of subjective judgement this year due to the effects
of the Corona pandemic which has meant that the uncertainty involvedin
forward looking information has beenincreased from prior years.

Refer to Annual Report note G2 and P1 Accounting policies for critical
judgments and estimates, G3 and P2 Risks for credit risk disclosures and
note G17 and P13 Credit Impairments.

Inour audit we perform a variety of procedures over the credit impair-
ments. Throughout the audit, the effects of the Corona pandemic have
been considered.

Controls testing: We performed end to end process walk-throughs to
identify the key systems, applications and controls used in the ECL pro-
cesses. We tested therelevant general IT and applications controls over
key systemsusedin the ECL process.

Key aspects of our controls testing included testing the design and
operating effectiveness of the controls covering the completeness and
accuracy of theinput data as well as the application of the staging criteria.
We also evaluated the controls over the design, implementation and moni-
toring of the models as well as controls over the calculation and authorisa-
tion of year end management overlays.

Model estimations: Our experts on credit modelling have, together with
the audit team, reviewed key assumptions and estimates and performed
detailed recalculations for a sample of loans and model outputsin order for
us toobtain comfort that the ECLis calculated correctly and thatitisinline
with our expectations. These recalculations were performed on the most
significant models used in the loan portfolio.

Economic scenarios: We have involved our valuation experts to assess
the reasonability of the assumptions Swedbank use in their calculations of
economic scenarios. Thisincluded analysis of Gross Domestic Product,
property price increase and unemployment rate projections against other
independent sources as well as our own professional judgement.

Tests of details: We have performed tests of details in many areas
including the testing of key modelinputs for a sample of loan contracts as
well as testing the year end management overlays.

Disclosures: We have assessed whether the disclosuresin the annual
report appropriately disclose and address the uncertainty which exists
when determining the expected credit losses. As a part of this, we
assessed the sensitivity analysis thatis disclosed. In addition, we have
assessed whether the disclosure of the key judgements and assumptions
used is sufficiently clear.

Swedbank Annual and Sustainability Report 2020
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Key audit matter

How our audit addressed the Key audit matter

Valuation of complex orilliquid financial instruments held

at fair value

When accounting for financial instruments held at fair value, these are
dividedinto threelevelsinaccordance with IFRS 9. Level 1 are actively
tradedinstruments where the value can be derived from a marketplace.
Level 2 areinstruments where the valueis calculated using a model but
the modelinputscanbe derived fromanactively traded market place such
as foreign exchange ratesorinterest rates. Level 3 areinstruments where
thevalueis calculated using amodel thatis to a large extent dependent on
estimatesand judgements made by Swedbank.

Valuation of level 2 and level 3 financial instruments held at fair value
was an area of audit focus due to the degree of complexity involvedin valu-
ing these positions, the judgements and estimates made by management
and their significance in presenting both financial position and perfor-
mance in the financial statements.

Determining the fair value of level 2 and level 3 financial instruments
held at fair valueisinherently complex due to a number of factorsincluding
thestructure of theinstrument. The value of level 3instruments are also
based oninputs which are not observableinactive markets and the use of
valuation models to calculate the fair value. Because of these factors, the
valuation of level 3instrumentsis subject to significant estimation uncer-
tainty and therefore involves significant judgement and estimates made by
management.

Refer to the Annual Report note G2 and P1 Accounting policies for criti-
caljudgments and estimates, note G3 and P2 Risks for related market risk
disclosures, note G45 Valuation categories of financial instruments, note
G46 and P40 Fair value of financial instruments.

Inour audit we perform a variety of procedures over valuation of financial
instruments held at fair value.

Controls testing: We performed end to end process walk-throughs to
identify the key systems, applications and controls used in the valuation
processes. We tested the relevant general IT and applications controls
over key systems used in the valuation of financial instruments held at fair
value.

Key aspects of our controls testing included testing the design and
operating effectiveness of key controls supporting the identification,
measurement and oversight of valuation risk of financial instruments,
including:

« testof appropriate segregation of duties;

« examined Swedbank’s model validation and approval processes;
« controls over data feeds and valuationinputs;

« fair value adjustments; and

* Swedbank’s governance and reporting processes.

Test of details: We have performed tests of details for all three levels of
financialinstruments. For valuations dependent on unobservable inputs
or models which involved a higher degree of judgement, we used our
valuation specialists to performindependent valuations of a sample
of positions.

Disclosures: We have assessed whether the disclosuresin the annual
reportare appropriate.

Financial effects from regulatory investigations

of money laundering

Asdisclosed inthe Board of Directors' report, authorities' investigations
into anti money laundering and counter terrorist financing (AML/CTF)
related matters continue. These investigations could potentially lead to
significant consequences in the form of fines, withdrawn licenses, restric-
tionsoncurrency trading and others (“the sanctions”). None of these inves-
tigations have been completed as of today.

Due toongoinginvestigations, Swedbank have considered whether
possible sanction fees should be accounted for as a provision or a contin-
gent liability. The criteria to be evaluated are:

e ifitismore likely than not thatan economic outflow asaresult
of ongoing;

e investigations will occur, and

«if theamount of the sanction can be reliably estimated.

At present, Swedbank considers thatitis not yet possible toreliably esti-
mate the timing of oramount of any potential settlements or fines. Such
amounts can be material.

Refer tothe Annual Report, Board of Directors' report, note G2 and P1
Accounting policies for critical judgments and estimates and G50 and P44
Assets pledged, contingent liabilities and commitments.

Other Information than the annual accounts

and consolidated accounts

This document also contains otherinformation than the annual
accounts and consolidated accounts andis found on pages 1-25,
199-236,and 244-253. The other information alsoincludes the
Remuneration Report which we received before the signing date
of this Auditor’s report. The Board of Directors and the Managing
Director areresponsible for this otherinformation.

Our opinion onthe annual accounts and consolidated accounts
does not cover this otherinformation and we do not express any
form of assurance conclusion regarding this other information.

In connection with our audit of the annual accounts and con-
solidated accounts, our responsibility is toread the information
identified above and consider whether the information is materi-
ally inconsistent with the annual accounts and consolidated
accounts. Inthis procedure we also take into account our knowl-
edge otherwise obtainedin the audit and assess whether the
information otherwise appears to be materially misstated.
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We have considered the extent to which any deficienciesin regulatory
compliance may affect the financial statements of the annual report. This
includes accounting and disclosure regarding provisioning and contingent
liabilities. We have assessed the risk that any of the ongoing investiga-
tions may resultin effects that need to be presentedin the annual report
and, if so, to what amount and in what way this would occur.

We have not conducted a separate study regarding historical deficien-
ciesinregulatory compliance. We have reviewed Swedbank’s assessments
inrelation toaccounting and formed our own independent conclusion.

We have performed this through the following activities

s inspected correspondence between Swedbank and authorities
investigating the bank;

«Inquiry meetings and review of reports and legal opinions from
Swedbank’sinternal and external legal counsel;

* Regularinquiries with responsible parties in order to understand the
subject matter and communication with the applicable authorities.

Responsible parties,include but are not limited to, the Risk committee of
the board, the Audit committee of the board, the managing director, the
Chief Financial Officer, the Group Compliance Officer, the Group Internal
Auditor, the head of the Anti-Financial Crime unit, and the head of Special
investigations task force.

If we, based on the work performed concerning this informa-
tion, conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing
toreportinthisregard.

Responsibilities of the Board of Directors and

the Managing Director

The Board of Directors and the Managing Director are responsible
for the preparation of the annual accounts and consolidated
accountsand that they give afair presentationinaccordance with
the Annual Accounts Act for Credit Institutions and Securities
Companies and, concerning the consolidated accounts, in accord-
ance withIFRS as adopted by the EU and the Annual Accounts Act
for Credit Institutions and Securities Companies. The Board of
Directors and the Managing Director are also responsible for such
internal control as they determine is necessary toenable the
preparation of annual accounts and consolidated accounts that are
free frommaterial misstatement, whether due to fraud or error.
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In preparing the annual accounts and consolidated accounts,
TheBoard of Directors and the Managing Director are responsible
for the assessment of the company’s and the group’s ability to
continue as a going concern. They disclose, as applicable, matters
related to going concern and using the going concern basis of
accounting. The going concern basis of accounting is however not
appliedif the Board of Directors and the Managing Director
intends to liquidate the company, to cease operations, or has no
realistic alternative but todo so.

The Audit Committee shall, without prejudice to the Board of
Director’s responsibilities and tasks in general,among other
things oversee the company’s financial reporting process.

Auditor’s responsibility

Our objectives are to obtain reasonable assurance about whether
the annual accounts and consolidated accounts asawhole are
free from material misstatement, whether due to fraud or error,
and toissue an auditor’'s report that includes our opinions. Rea-
sonable assuranceis a high level of assurance, but is not a guaran-
tee thatan audit conductedin accordance withISAs and generally
accepted auditing standards in Sweden will always detect a mate-
rial misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected toinfluence the
economic decisions of users taken on the basis of these annual
accountsand consolidated accounts.

Afurtherdescription of our responsibility for the audit of the
annual accounts and consolidated accounts is available on Revi-
sorsinspektionen’s website www.revisarsinspektionen.se/revi-
sornsansvar. This descriptionis part of the auditor ‘s report.

REPORT ON OTHER LEGAL AND REGULATORY
REQUIREMENTS

Opinions

In addition to our audit of the annual accounts and consolidated
accounts, we have also audited the administration of the Board of
Directors and the Managing Directors of Swedbank AB (publ) for
the financial year 2020 and the proposed appropriations of the
company’s profitor loss.

We recommend to the general meeting of shareholders that
the profit be appropriatedin accordance with the proposal in the
statutory administration report.

We recommend the general meeting of shareholders that the
members of the Board of Directors and the Managing Directors be
discharged from liability for the financial year.

Basis for Opinions
We conducted the audit in accordance with generally accepted
auditing standards in Sweden. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities
section. We are independent of the parent company and the group
inaccordance with professional ethics for accountants in Sweden
and have otherwise fulfilled our ethical responsibilities in accord-
ance with these requirements.

We believe that the audit evidence we have obtained is suffi-
cientand appropriate to provide a basis for our opinions.

AUDITORS' REPORT

Responsibilities of the Board of Directors

and the Managing Director

The Board of Directorsis responsible for the proposal for appro-
priations of the company’s profit or loss. At the proposal of a divi-
dend, thisincludes an assessment of whether the dividend is justi-
fiable considering the requirements which the company’s and the
group’s type of operations, size and risks place on the size of the
parent company’s and the group’s equity, consolidation require-
ments, liquidity and positionin general.

The Board of Directorsis responsible for the company’s organ-
ization and the administration of the company’s affairs. This
includes among other things continuous assessment of the com-
pany’sand the group’s financial situation and ensuring that the
company’sorganizationis designed so that the accounting, man-
agement of assets and the company’s financial affairs otherwise
are controlled in areassuring manner. The Managing Director shall
manage the ongoing administration according to the Board of
Directors’ guidelines and instructions and among other matters
take measures that are necessary to fulfill the company’s
accountinginaccordance with law and handle the management
of assetsinareassuring manner.

Auditor’s responsibility

Our objective concerning the audit of the administration, and

thereby our opinion about discharge from liability, is to obtain

audit evidence to assess with a reasonable degree of assurance

whether any member of the Board of Directors or the Managing

Directorinany material respect:

 hasundertaken any action or been guilty of any omission which
can giverise toliability to the company, or

* inany other way hasacted in contravention of the Companies
Act, the Banking and Financing Business Act, the Annual
Accounts Act for Credit Institutions and Securities Companies
or the Articles of Association.

Our objective concerning the audit of the proposed appropriations
of the company’s profit or loss, and thereby our opinion about this,
istoassess withreasonable degree of assurance whether the
proposalisinaccordance with the Companies Act.

Reasonable assuranceis a highlevel of assurance, but is not
aguarantee that an audit conducted in accordance with generally
accepted auditing standards in Sweden will always detect actions
oromissions that can give rise to liability to the company, or that
the proposed appropriations of the company’s profit or loss are
notinaccordance with the Companies Act.

Afurtherdescription of our responsibility for the audit of the
administrationis available on Revisorsinspektionen's website:
www.revisorsinspektionen.se/revisornsansvar. This description
is part of the auditor’sreport.

Opinion
Inaddition to our audit of the annual report and consolidated
financial statements, we have also performed areview that the
Board of Directors and the Managing Director have prepared the
annual report and consolidated financial statementsin a format
that enables uniformelectronic reporting (ESEF report) pursuant
to Chapter 16, Section 4(a) of law (2007:538) on the securities
market for Swedbank AB (publ) for the year 2020.

Ourreview and our opinion relate only to the statutory
requirements.

Swedbank Annual and Sustainability Report 2020
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In our opinion, the ESEF report Swedbank-2020-12-31 has
been preparedin aformat that essentially enables uniform elec-
tronicreporting.

Basis for the opinion

We have performed the review in accordance with the FAR's draft
recommendation RevR 18 Review of the uniform electronic
reporting (ESEF) for annual reports and consolidated statements
for companies with securities listed on regulated markets within
the EU. Our responsibility under this recommendation is described
inmore detail inthe Auditor’s responsibility section. We believe
that the evidence we have obtained is sufficient and appropriate
asabasis for our opinion.

Responsibilities of the Board of Directors and

the Managing Director

The Board of Directors and the Managing Director are responsible
forensuring that the ESEF report has been prepared in accordance
with the Chapter 16, Chapter 4(a) of law (2007:538) on the secu-
rities market, and for the existence of internal controls that are
deemed necessary to prepare the ESEF report without material
errors, whether due toirregularities or mistakes.

Auditor’s responsibilities

Ourresponsibility is to form an opinion with reasonable certainty
whetherthe ESEF reportisin all material respects preparedin
aformat that meets the requirements of the Chapter 16, Section
4(a)of law (2007:538) on the securities market, based on our
review.

RevR 18requires us to plan and execute review procedures to
achieve reasonable assurance that the ESEF reportis preparedin
aformat that meets theserequirements.

Reasonable assuranceis a high degree of certainty, butitis
no guarantee thatareview carried out according to RevR 18 and
generally accepted auditing standards in Sweden will always
detect a material error, if one exists. Errors may arise asaresult
of irregularities or mistakes and are considered to be material if
they canindividually or collectively be expected toinfluence the
financial decisions taken by users based on the ESEF report.

The audit firm appliesISQC 1 (International Standard on
Quality Control) and thus has a comprehensive quality control
system whichincludes documented policies and procedures
regarding compliance with professional ethical requirements,
professional standards and applicable requirements of laws,
regulations and administrative provisions.

Thereview involves obtaining evidence, through various pro-
cedures, that the ESEF report has been prepared in a format that
enables uniform electronic reporting of the annual accounts and

consolidated accounts. The auditor determines the procedures to
be performed, including assessing the risk of material misstate-
mentinthereport, whetherdue toirregularities or mistakes. In
carrying out thisrisk assessment, and in order to design audit
procedures thatare appropriatein the circumstances, the auditor
takesintoaccount those elements of internal control that are
relevant to the preparation of the report by the Board of Directors
and the Managing Director, but not with a view to providing an
opinion on the effectiveness of those internal controls. The
review alsoincludes an evaluation of the appropriateness and
reasonableness of the Board of Directors’ and the Managing
Director’s assumptions.

The review procedures mainly include a technical validation of
the ESEF report, i.e. if the file containing the ESEF report meets
the technical specification set out in the Commission’s Delegated
Regulation (EU) 2019/815 and a reconciliation of the ESEF report
withthe audited annual report and consolidated accounts.

Furthermore, the review alsoincludes an assessment of
whether the ESEF report has been marked with iXBRL, which ena-
blesatrue and complete machine-readable version of the Group’s
profitand loss, balance sheet and equity accounts and the cash
flow statement.

The auditor’s examination of the corporate governance
statement

The Board of Directorsis responsible for that the corporate
governance statement on pages 36-55 has been preparedin
accordance with the Annual Accounts Act.

Our examination of the corporate governance statementis
conducted inaccordance with FAR's auditing standard RevU 16
The auditor’s examination of the corporate governance state-
ment. This means that our examination of the corporate govern-
ance statementis different and substantially less in scope than
an audit conducted in accordance with International Standards
on Auditing and generally accepted auditing standards in Sweden.
We believe that the examination has provided us with sufficient
basis for our opinions.

Acorporate governance statement has been prepared. Disclo-
suresinaccordance with chapter 6 section 6 the second para-
graph points 2-6 of the Annual Accounts Act and chapter 7 sec-
tion 31 the second paragraph the same law are consistent with
the other parts of the annual accounts and consolidated accounts
and arein accordance with the Annual Accounts Act for Credit
Institutions and Securities Companies.

PricewaterhouseCoopers AB, was appointed auditor of Swed-
bank AB (publ) by the general meeting of the shareholders on
28March 2019 and has been the company’s auditor since 2019.

Stockholm 25 February 2021

PricewaterhouseCoopers AB

Anneli Grangvist

Authorised Public Accountant
Auditorincharge
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SUSTAINABILITY REPORT - ASSURANCE REPORT

Auditor’s Limited Assurance Report on Swedbank AB’s Sustain-
ability Report, self-assessment of the Principles for Responsible
Banking and statement on the Statutory Sustainability Report

This is a translation of the original report in Swedish
To the annual general meeting of Swedbank AB (publ.),

corporate identity number 502017-7753

Introduction

We have been engaged by the Board of Directors and the Chief
Executive Officer of Swedbank AB to undertake a limited assur-
ance of Swedbank AB’s Sustainability Report and Swedbank AB’s
self-assessments/assertions of its fulfilment of its commitments
asasignatory of the Principles for Responsible Banking for the
year 2020. The company has defined the scope of its sustainabil-
ity report on page 200. The self-assessment/assertions is defined
on page 234. The statutory sustainability report is defined on
page 236.

Responsibilities of the Board and Group Management

The Board of Directors and Group Management are responsible
for the preparation of the Sustainability Report, and the self-as-
sessment of the Principles for Responsible Banking and the statu-
tory sustainability report,in accordance with the applicable crite-
riasand the Annual Accounts Act. The criteria for the
Sustainability Report are described on page 200 of the Sustaina-
bility Report, and consists of the parts of the GRI Sustainability
Reporting Standards which are applicable to the Sustainability
Report, as well as the accounting and calculation principles that
Swedbank has developed. The criteria for Swedbank AB's self-as-
sessment of its fulfilments of its commitments as signatory of the
Principles for Responsible Banking are described on page 234 and
cover the Principle for Responsible Banking assessment areas
including 2.1 Impact Analysis, 2.2 Target Setting, 2.3 Plans for
Target Implementation and Monitoring, 2.4 Progress on Imple-
menting Targets, 5.3 Governance Structure for Implementation of
the Principles and 6.1 Progress on Implementing the Principles for
Responsible Banking. This responsibility also includes the internal
control which is deemed necessary to establish a sustainability
report that does not contain material misstatement, whether due
tofraudorerror.

Responsibilities of the Auditor

Ourresponsibility is to express a conclusion on the Sustainability
Report and self-assessment of the Principles for Responsible Bank-
ing based on the limited assurance procedures we have performed
andtoprovide astatement onthe statutory sustainability report.
Ourassignmentis limited to the historicalinformation thatis pre-
sented and thus does notinclude future-oriented information.

We conducted our limited assurance engagement in accord-
ance with ISAE 3000 Assurance Engagements Other than Audits
or Reviews of Historical Financial Information. A limited assurance
engagement consists of making inquiries, primarily of persons
responsible for the preparation of the Sustainability Report and
applying analytical and other limited assurance procedures. We

have conducted our examination regarding the statutory sustain-
ability reportin accordance with FAR's recommendation RevR 12,
the Auditor’s Opinion on the Statutory Sustainability Report. A
limited assurance engagement and an examination according to
RevR 12 have adifferent focus and a considerably smaller scope
compared to the focus and scope of an audit in accordance with
International Standards on Auditing and generally accepted audit-
ing standards in Sweden.

The audit firm applies ISQC 1 (International Standard on Qual-
ity Control) and accordingly maintains a comprehensive system of
quality controlincluding documented policies and procedures
regarding compliance with ethical requirements, professional
standards and applicable legal and regulatory requirements. We
areindependentin relation to Swedbank according to generally
accepted auditing standards in Sweden and have fulfilled our pro-
fessional ethics responsibility according to these requirements.

The procedures performed in alimited assurance engagement
and an examination according to RevR 12 do not allow us to obtain
such assurance that we become aware of all significant matters
that could have beenidentified if an audit was performed. The con-
clusion based on alimited assurance engagement and an examina-
tioninaccordance withRevR 12, therefore, does not provide the
same level of assurance as a conclusion based on an audit has.

Our procedures are based on the criteria defined by the Board
of Directors and the Group Management as described above. We
consider these criteria as suitable for the preparation of the Sus-
tainability Report and self-assessment of the Principles for
Responsible Banking.

We believe that the evidence we have obtained is sufficient
and appropriate to provide a basis for our conclusion below.

Conclusion
Based on thelimited assurance procedures we have performed,
nothing has come to our attention that causes us to believe that
the Sustainability Report and the self-assessment of the Principles
for Responsible Banking is not prepared, in all material respects, in
accordance with the criteria defined by the Board of Directors and
Group Management.

AStatutory Sustainability Report has been prepared.

Stockholm, 25 February 2021
PricewaterhouseCoopers AB

Anneli Grangvist
Authorised Public Accountant

Karin]uslin
Specialist Member of FAR
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MARKET SHARES

Market shares

Market shares, per cent

Volumes, SEKbn

Sweden 2020 2019 2018 2017 2016 2020 2019 2018 2017 2016

Private Market

Deposits? 19 19 20 20 20 420 384 381 357 337

Lending 21 22 23 23 23 950 921 904 867 825
of which mortgage lending 23 24 24 24 25 851 820 800 761 720

Bank Cards (thousands) na. n.a. n.a. na. n.a. 4384 4345 4291 4226 4152

Corporate Market

Deposits? 16 16 18 17 18 241 190 186 173 163

Lending* 16 17 18 18 20 403 418 415 399 403

Market shares, per cent Volumes, SEKbn

Baltic countries 2020 2019 2018 2017 2016 2020 2019 2018 2017 2016

Private Market

Estonia (as of 2020-11)

Deposits 51 50 55 55 55 50 47 43 39 35

Lending 43 44 47 46 47 44 45 40 36 33
of which mortgage lending 45 45 46 46 46 38 37 36 33 30

Bank Cards (thousands)

(as of 2020-09) 61 61 62 60 60 928 957 966 1118 1108

Latvia (as of 2019-09)

Deposits 33 32 34 32 31 33 31 29 26 24

Lending 35 34 33 31 31 19 19 18 17 16
of which mortgage lending 40 38 37 34 34 17 17 15 14 14
Bank Cards (thousands) 48 48 46 45 43 1005 1017 1007 1000 988

Lithuania (as of 2019-09)

Deposits 44 43 42 40 40 71 67 54 47 43

Lending 39 39 35 34 34 41 40 33 29 26
of which mortgage lending 38 38 35 33 33 37 36 30 26 23

Bank Cards (thousands) 53 52 51 51 50 1679 1668 1664 1673 1705

Market shares, per cent Volumes, SEKbn

Baltic countries 2020 2019 2018 2017 2016 2020 2019 2018 2017 2016

Corporate Market

Estonia (as of 2020-11)

Deposits 44 45 47 43 43 48 43 40 35 35

Lending 37 38 37 37 34 41 41 42 37 34

Latvia (as of 2020-09)

Deposits 28 24 25 15 15 22 20 19 17 19

Lending 22 21 20 17 16 17 18 16 15 15

Lithuania (as of 2020-09)

Deposits 27 30 29 25 25 23 25 21 18 17

Lending 22 23 20 18 20 22 21 20 18 19

1)Swedbank has updated the definitions of corporate lending and deposits in Sweden from Q2 2018. Corporate lending includes lending to non-financial corporations. Corporate deposits includes deposits

from non-financial corporations. Previous periods have been restated.
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Five-year summary

FIVE-YEAR SUMMARY - GROUP

Key ratios 2020 2019 2018 2017 2016
Profit

Return on equity, % 89 14.7 16.1 151 158
Return on total assets, % 048 0.79 0.84 0.79 0.82
Cost/income ratio 0,54 043 0.38 0.39 0.38
Net interest margin before trading interest is deducted, % 1,01 1.06 1.02 1.03 1.01
Capital adequacy

Common Equity Tier 1 ratio, % 17,5 17.0 16.3 246 25.0
Tier 1 capital ratio, % 18,7 194 18.0 273 287
Total capital ratio, % 21,0 21.8 215 30.7 318
Common Equity Tier 1 capital 120496 110073 103812 100510 98679
Tier 1 capital 128848 126226 114761 111560 112960
Total own Funds 144737 141554 136993 125256 125189
Risk exposure amount 689 594 649 237 637882 408 351 394135
Credit quality

Credit impairment ratio, % 0,26 0.09 0.03 0.08 0.09
Total credit impairment provision ratio, % 0,48 0.40 0.37 n/a n/a
Share of Stage 3 loans, gross, % 0,62 0.82 0.69 n/a n/a
Share of impaired loans, gross, % n/a n/a n/a 0.55 0.52
Provision ratio for impaired loans, % n/a n/a n/a 34 33

Total provision ratio for impaired loans, % n/a n/a n/a 45 46

Other data 2020 2019 2018 2017 2016
Private customers, million* 7 7 7.3 7.4 7.3
Corporate customers, thousands? 616 618 620 625 651
Full-time employees 16213 15218 14865 14588 14061
Branches! 431 464 521 561 603
ATMs? 1148 1162 1166 1199 1238

1) Including savings banks and partly owned banks.
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FIVE-YEAR SUMMARY - GROUP

Comments to five-year summary

2020 - Profit for the year decreased to SEK 12 328m, compared with SEK
19697m 20189, due to higher expenses including the Swedish FSA's admin-
istrative fine, higher creditimpairments and lower net gains and losses on
financial items. Income decrease to SEK 45 676m (45 960). Expenses
increased to SEK 24 560m (19 984), mainly due to the Swedish FSA’s
administrative fineand higher staff costsand IT expenses. Credit impair-
mentsincreased to SEK4 334m (1 469), mainly due toincreased provisions
forafew oil-related counterparties, negativerisk class changesin pan-
demic affected industries, and experienced credit adjustments due to the
uncertainty surrounded future economicimpacts of Covid-19.

2019 - Profit for the year decreased 7 per cent to SEK 19697m, com-
pared with SEK 21 162m 2018. Higher income was offset by higher
expensesand creditimpairmentsin 2019. Income rose 4 per cent to SEK
45960m (44 222).Expensesrose to SEK 19984m (16 835), mainly related
tohigher staff costsand investigative costs connected with money laun-
dering. Creditimpairmentsincreased to SEK 1 469m (521) and mainly
related to additional provisions for a few oil-related problem loans.

2018 - Profit for the year rose 9 per cent to SEK 21 162m, compared
withSEK'19350m 2017. Theincrease was due to higher net interest
income and net commission income as well asanincrease in otherincome.
Lower creditimpairments also contributed positively. Income increased
5percenttoSEK44222m (42 203).Expensesrose to SEK 16 835m
(16415), largely due toincreased staff costs following the acquisition of
PayEx. Creditimpairmentsaccording toIFRS Samounted to SEK 521m.

2017 - Profit for the year decreased to SEK 19 350m, compared with SEK
19539mintheequivalent periodin 2016, mainly because the 2016 result
was positively affected by a gain of SEK 2 115monthe sale of Visa Europe.
Incomeincreased 4 per cent to SEK42 438m (40821). Expensesrose to
SEK16415m(15627)mainly due toincreased staff costs. Arestructuring
reserve of SEK 300m was established during the year due to changesinthe
IT organisation. PayEx added SEK 194m to expenses. FX effects raised
expenses by SEK64m. Creditimpairments fell to SEK 1 285m (1 367) due
tolower provisions for oil related commitments within Large Corporates &
Institutions. Creditimpairmentsincreased in Swedish Banking due to pro-
visions for anumber of individual commitments while Baltic Banking-
reported net recoveries.

2016 - Profitfor the yearincreased by 24 per cent to SEK 19539m
(15727).Increased income, mainly due to the sale of Visa Europe, improved
net gains and losses on financial items within Group Treasury and higher
netinterestincome contributed positively to the result. Expenses
decreased to SEK15627m(15816). The main reason was higher compen-
sationtothe savings banks due to higher lending margins during the year.
Staff costsamounted to SEKS376m (9 395). Creditimpairmentsincreased
toSEK'1367m (594) due toincreased provisions within Large Corporates
&Institutions for oil related commitments, while Swedish Banking and Bal-
ticBanking reported net recoveries during the period.

Income statement, SEKm 2020 2019 2018 2017 2016
Net interest income 26853 25989 25228 24 595 22850
Net commissions 12770 12984 12836 12206 11502
Net gains and losses on financial items 2655 3629 2112 1934 2231
Net insurance 1518 1465 1192 937 754
Share of profit or loss of associates and joint ventures 582 822 1028 736 2263
Other income 1298 1071 1826 1795 1017
Total income 45676 45 960 44222 42 203 40617
Staff costs 11873 11119 10284 9945 9376
Other expenses 7107 7314 5865 5870 5622
Depreciation/amortisation of tangible and intangible fixed assets 1580 1551 686 600 616
Administrative fine 4000 13
Total expenses 24 560 19984 16 835 16 415 15627
Profit before impairments 21116 25976 27 387 25788 24990
Impairments of intangible fixed assets 79 306 175 35
Impairments of tangible fixed assets 2 8 8 21 31
Credit impairments 4334 1469 521 1285 1367
Profit before tax 16 780 24 420 26552 24 307 23557
Tax expense 3851 4711 5374 4943 4005
Profit for the year 12929 19709 21178 19 364 19552
Profit for the year attributable to:

Shareholders in Swedbank AB 12929 19697 21162 19350 19539
Non-controlling interests 0 12 16 14 13

Swedbank Annual and Sustainability Report 2020



247

FIVE-YEAR SUMMARY - GROUP

Balance sheet, SEKm 2020 2019 2018 2017 2016
Loans to credit institutions 47 954 45452 36 268 30746 32197
Loans to the public 1680987 1652296 1627368 1535198 1507247
Interest-bearing securities

Treasury bills and other bills eligible for refinancing with central banks 137191 137094 99579 85903 107571

Bonds and other interest-bearing securities 59975 57 367 5331¢ 59131 74501
Shares and participating interests

Financial assets for which customers bear the investment risk 252411 224893 177 868 180320 160114

Shares and participating interests 17215 6 568 4921 19850 23897

Shares and participating interests in associates 7287 6679 6088 6357 7319
Derivatives 52177 44 424 39665 55680 87811
Others 339445 233455 201 023 239451 153546
Total assets 2594642 2408228 2246092 2212636 2154203
Amounts owed to credit institutions 150313 69 686 57218 68 055 71831
Deposits and borrowings from the public 1148240 954013 920750 855 609 792 924
Debt securities in issue 732814 855 754 804 360 844 204 841673
Financial liabilities for which customers bear the investment risk 253229 225792 178662 181124 161051
Derivatives 54380 40977 31316 46 200 85589
Other 66 680 80634 81993 58 364 44176
Senior non-preferred liabilities 10359 10805
Subordinated liabilities 23434 31934 34184 25508 27 254
Equity 155193 138633 137609 133572 129705
Total liabilities and equity 2594642 2408228 2246092 2212636 2154203
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THREE-YEAR SUMMARY - BUSINESS SEGMENTS

Three-year summary
s [ J (]

wedish Banking
SEKm 2020 2019 2018
Income statement
Net interest income 16276 16 254 15386
Net commissions 7922 7854 7588
Net gains and losses on financial items 351 433 404
Share of profit or loss of associates and joint ventures 642 839 693
Other income 954 977 1480
Total income 26 145 26 357 25551
Staff costs 3079 2950 3106
Variable staff costs 48 48 69
Other expenses 6855 6001 5765
Depreciation/amortization 53 237 57
Total expenses 10035 9236 8997
Profit before impairments 16110 17121 16 554
Impairment of intangible assets 0
Impairment of tangible assets
Credit impairments 664 154 598
Operating profit 15 446 16 967 15956
Tax expense 3007 3270 3072
Profit for the year attributable to:
Shareholders of Swedbank AB 12439 13685 12 868
Non-controlling interests 0 12 16
Balance sheet, SEKbn
Cash and balances with central banks 1 1 1
Loans to credit institutions 7 6 6
Loans to the public 1211 1196 1187
Bonds and other interest-bearing securities
Financial assets for which customers bear inv. risk 246 219 174
Derivatives
Other assets 11 11 8
Total assets 1476 1433 1376
Amounts owed to credit institutions 27 26 28
Deposits and borrowings from the public 646 571 566
Debt securities in issue
Financial liabilities for which customers bear inv. risk 247 220 174
Derivatives
Other liabilities 489 551 545
Subordinated liabilities
Total liabilities 1409 1368 1313
Allocated equity 67 65 63
Total liabilities and equity 1476 1433 1376
Income items
Income from external customers 26090 26294 25496
Income from transactions with other business areas 55 63 55
Key ratios
Return on allocated equity, % 18,5 21,2 20,9
Loans/deposits 187 209 212
Loans, excluding repurchase agreements and Swedish National Debt Office, SEKbn 1211 1196 1187
Deposits, excluding repurchase agreements andSwedish National Debt Office, SEKbn 646 571 560
Credit impairment ratio, % 0,06 0,01 0,05
Cost/income ratio 0,38 0,35 0,35
Risk exposure amount 391 391 382
Full-time employees 3991 3644 3854
Allocated equity, average, SEKbn 67 64 62
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Three-year summary

Baltic Banking

THREE-YEAR SUMMARY - BUSINESS SEGMENTS

SEKm 2020 2019 2018
Income statement

Net interest income 5354 5232 4761
Net commissions 2430 2627 2513
Net gains and losses on financial items 357 396 374
Share of profit or loss of associates and joint ventures

Otherincome 876 899 744
Total income 8997 9154 8392
Staff costs 1194 1104 959
Variable staff costs 45 57 58
Other expenses 2153 2075 1917
Depreciation/amortization 171 175 91
Total expenses 3563 3411 3025
Profit before impairments 5434 5743 5367
Impairment of intangible assets

Impairment of tangible assets 2 8 8
Credit impairments 237 3 -208
Operating profit 5195 5732 5567
Tax expense 869 816 806
Profit for the year attributable to:

Shareholders of Swedbank AB 4326 4916 4761
Non-controlling interests

Balance sheet, SEKbn

Cash and balances with central banks 3 3 3
Loans to credit institutions 0 0 0
Loans to the public 182 186 169
Bonds and other interest-bearing securities 1 1

Financial assets for which customers bear inv. risk 6 6

Derivatives 0 0 0
Other assets 122 77 73
Total assets 314 273 250
Amounts owed to credit institutions 0 0 0
Deposits and borrowings from the public 284 241 221
Debt securities in issue 0 1 1
Financial liabilities for which customers bear inv. risk 6 6 5
Derivatives 0 0 0
Other liabilities 0 0 0
Subordinated liabilities 0 0 0
Total liabilities 290 248 227
Allocated equity 24 25 23
Total liabilities and equity 314 273 250
Income items

Income from external customers 8994 9154 8392
Income from transactions with other business areas

Key ratios

Return on allocated equity, % 17,5 196 20,8
Loans/deposits 64 77 77
Loans, excluding repurchase agreements and Swedish National Debt Office, SEKbn 182 186 169
Deposits, excluding repurchase agreements andSwedish National Debt Office, SEKbn 284 241 221
Credit impairment ratio, % 0,12 0,00 -0,13
Cost/income ratio 0,40 0,37 0,36
Risk exposure amount 92 94 89
Full-time employees 3769 3689 3599
Allocated equity, average, SEKbn 25 25 23
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THREE-YEAR SUMMARY - BUSINESS SEGMENTS

Three-year summary

Large Corporates & Institutions

SEKm 2020 2019 2018
Income statement

Net interest income 3834 3769 3973
Net commissions 2436 2411 2683
Net gains and losses on financial items 1897 2085 1671
Share of profit or loss of associates and joint ventures

Other income 116 111 122
Total income 8283 8376 8449
Staff costs 2332 2196 2 065
Variable staff costs 94 176 223
Other expenses 1429 1447 1318
Depreciation/amortization 248 233 177
Total expenses 4103 4052 3783
Profit before impairments 4180 4324 4666
Impairment of intangible assets 79 24
Impairment of tangible assets 0
Credit impairments 3425 1312 139
Operating profit 755 2933 4503
Tax expense -271 682 951
Profit for the year attributable to:

Shareholders of Swedbank AB 1026 2251 3552
Non-controlling interests

Balance sheet, SEKbn

Cash and balances with central banks 131 42 3
Loans to credit institutions 109 81 116
Loans to the public 263 270 261
Bonds and other interest-bearing securities 52 45 46
Financial assets for which customers bear inv. risk

Derivatives 65 53 46
Other assets 27 12 13
Total assets 647 503 485
Amounts owed to credit institutions 263 177 201
Deposits and borrowings from the public 226 149 142
Debt securities in issue 7 10 13
Financial liabilities for which customers bear inv. risk

Derivatives 67 55 45
Other liabilities 51 59
Subordinated liabilities

Total liabilities 614 391 460
Allocated equity 35 28 25
Total liabilities and equity 647 503 485
Income items

Income from external customers 8266 8361 8439
Income from transactions with other business areas 17 15 10
Key ratios

Return on allocated equity, % 3.2 8,3 139
Loans/deposits, % 111 159 160
Loans, excluding repurchase agreements and Swedish National Debt Office, SEKbn 223 223 222
Deposits, excluding repurchase agreements andSwedish National Debt Office, SEKbn 200 142 139
Credit impairment ratio, % 1,16 0,47 0,06
Cost/income ratio 0,50 0,48 0,45
Risk exposure amount 168 144 147
Full-time employees 2385 2273 2159
Allocated equity, average, SEKbn 32 27 25
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Definitions

DEFINITIONS

CAPITAL REQUIREMENT REGULATIONS, CRR, STATED IN EU REGULATION NO 575/2013

Additional Tier 1 capital
Capitalinstruments and related share premium accounts that fulfill certain
regulatory conditions after considering regulatory adjustments.

Average risk weight
Totalrisk exposure amount divided by the total exposure value for
anumber of exposures.

Common Equity Tier 1capital

Capital consisting of capitalinstruments, related share premium accounts,
retained earnings and other comprehensive income after considering
regulatory adjustments.

Common Equity Tier 1capital ratio
Common Equity Tier 1 capitalinrelation to the total risk exposure amount.

Default

Creditexposuresareregarded to beindefaultif there has been anassess-
mentindicating that the counterpartis unlikely to pay its credit obligations
asagreedorif the counterpartis past due more than S0 days.

Expected loss (EL)

Expectedlossshall provide anindication of the mean value of the credit
losses that Swedbank may reasonably be expected toincur. The expected
loss (EL)is the product of the parameters PD, LGD and exposure value.

Exposure at default (EAD)

Exposure atdefault (EAD) measures the utilised exposure at default. For
off-balance sheet exposures, EAD is calculated by using a credit conversion
factor (CCF) estimating the future utilisation level of unutilised amounts.

Exposure value IRB

The exposure after taking into account credit risk mitigation with substi-
tution effects and credit conversion factors, the exposure valueis the
value to which therisk weight is applied when calculating the risk exposure
amount.

Leverage ratio
Tier 1 capitalin relation to the total exposure measure, where the
exposure measure includes both on- and off-balance sheet items.

Liquidity Coverage Ratio (LCR)

The LCRwasintroduced by the EU through LCR according to the Commis-
sion Delegated REgulation (EU)2015/61 in October 2015. The LCRis used
todefine a quantitative regulatory requirement on European banks' liquid-
ity risk. ALCRratioabove 100 per centimplies that the bank has enough of

liquid assetsto coveritsliquidity over 30 calendar day time horizon under a
significantly severe liquidity stress scenario.

Loss given default (LGD)
Loss given default (LGD) measures how large a proportion of the exposure
amount thatis expected tobelostinthe event of default.

Minimum capital requirement

The minimum capital abank must hold for its credit, market, credit value
adjustment, settlement and operational risks according to Pillar |,
i.e.8per cent of total risk exposure amount.

Net stable funding ratio (NSFR)

The Net Stable Funding Ratio measures aninstitutions’'samount of availa-
ble stable funding toits amount of required stable funding over a one-year
horizon. The objectiveis torequireinstitutions to hold a sufficiently large
proportion of long-term stable fundinginrelation tolong-term stable
assets. The measureis defined by the amended Capital Requirements
Regulation (EU)2019/876 (“CRR2").

Own funds
The sum of Tier 1 and Tier 2 capital.

Probability of default (PD)
The probability of default (PD) indicates the risk that a counterparty
or contract willdefault withina 12-month period.

Risk exposure amount
Risk weighted exposure valuei.e. the exposure value after considering
theriskinherentinthe asset.

Tier 1capital
The sum of Common Equity Tier 1 capitaland Additional Tier 1 capital
accordingtoarticle25inCRR.

Tier 1capital ratio
Tier 1 capitalinrelation to the total risk exposure amount.

Tier 2 capital

Capitalinstruments and subordinatedloans and related share premium
accounts that fulfill certain regulatory conditions after considering
regulatory adjustments.

Total capital ratio
Ownfundsinrelation tothe total risk exposure amount.
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DEFINITIONS

Definitions

OTHERS

Allocated equity

Allocated equity is the operating segment’s equity measure and is not a
measure thatisdirectly required by IFRS. The Group’s equity attributable
toshareholdersis allocated to each operating segment based on capital
adequacy rules and estimated capital requirements based on the bank’s
internal Capital Adequacy Assessment Process (ICAAP).

Cost/income ratio
Total expensesin relation to total income.

Credit impairment

Established losses and provisions for the financial year less recoveries
related to loans as well as the financial year’s net expenses for guarantees
and other contingent liabilities.

Credit impairment provision ratio Stage 1loans
Creditimpairment provisions Stage 1 in relation to the gross carrying
amount Stage 1 loans.

Credit impairment provision ratio Stage 2 loans
Creditimpairment provisions Stage 2 in relation to the gross carrying
amount Stage 2 loans.

Credit impairment provision ratio Stage 3 loans
Creditimpairment provisions Stage 3 in relation to the gross carrying
amount Stage 3 loans.

Credit impairment ratio

Creditimpairment onloans and other credit risk provisions, net, inrelation
tothe openingbalance of loans to credit institutions and loans to public
after provisions. More information see page 43 in Facts.

Earnings per share after dilution

Profit for the financial year allocated to shareholdersin relation to the
weighted average number of shares outstanding during the financial year,
rightsissue adjustment factor included, adjusted for the dilution effect of
potential shares.

Earnings per share before dilution

Profit for the financial year allocated to shareholdersin relation to the
weighted average number of shares outstanding during the financial year,
rightsissue adjustment factor included.

Equity per share
Shareholders’ equity inrelation to the number of shares outstanding.

Forborne loan
Aloan where the terms have been modified to more favorable for the
borrower, due tothe borrower’s financial difficulties.

Loan/deposit ratio

Lending to the publicexcluding Swedish National Debt Office and
repurchase agreements inrelation to deposits from the publicexcluding
Swedish National Debt Office and repurchase agreements.

Interest fixing period
Contracted period during whichinterest onanasset or liability is fixed.
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Investment margin

Calculated as Net interest margin, inrelation to average total assets.
The average s calculated using month-end figures, including the prior
year end.

Maturity
The time remaining until an asset or liability’s terms change or its maturity
date.

Net investment margin before trading interest is deducted
Calculated as Net interest margin before trading interest is deducted,
inrelation to average total assets. The average s calculated using month-
end figures, including the prior year end.

Number of employees

The number of employees at year-end, excluding long-term absences,
inrelation to the number of hours worked expressed in terms of full-time
positions.

P/E ratio
Market capitalisation at year-end in relation to Profit for the financial year
allocated toshareholders.

Price/equity
Theshare price at year-end inrelation to the equity per share at year-end.

Return on allocated equity

Calculated based on profit for the financial year for the operating seg-
ments (operating profit less estimated tax and non-controlling interests),
inrelation toaverageallocated equity for the operating segment. The
averageis calculated using month-end figures, including the prior year end.

Return on equity

Profit for the financial year allocated to shareholdersinrelation to average
equity attributable toshareholders’ of the parent company. The averageis
calculated using month-end figures, including the prior year end.

Return on total assets
Profit for the financial yearinrelation to average total assets. The average
is calculated using month-end figures, including the prior year end.

Share of Stage 2 loans, gross
Carrying amount of Stage 2 loans, gross, in relation to the carrying amount
of loanstocreditinstitutions and the publicexcluding provisions.

Share of Stage 3 loans, gross
Carrying amount of Stage 3 loans, gross, in relation to the carrying amount
of loanstocreditinstitutionsand the public excluding provisions.

Total credit impairment provision ratio
Creditimpairment provisionsinrelation to the gross carrying amount
loans.

Total return
Share price development during the financial year including the actual
dividend, inrelation to the share price at the beginning of the year.

VaR

Value atRisk (VaR)is a statistical measure used to quantify market risk.
VaRis defined as the expected maximum loss in value of a portfolio with
agiven probability over a certain time horizon.



Annual General Meeting

The Annual General Meeting will be held on Thursday 25 March
2021.

Due tothe current pandemic, the Board of Directors have
decided that the Annual General Meeting shall be conducted with-
out the physical presence of shareholders, proxies and third par-
ties, and that voting can only be made by post before the meeting.

Information on the decisions of the Annual General Meeting
will be published as soon as the outcome of the postal voting is
finally compiled on 25 March 2021.

Notification

Shareholders who wish to attend the Annual General Meeting

must:

¢ berecordedinthe share register maintained by Euroclear Swe-
den AB(“Euroclear”, the Swedish Central Securities Depository)
on 17 March 2021 (the "Record Date"),

¢ givenotice of their attendance by casting their postal vote,
inaccordance withinstructions under the heading “Postal
Voting” below, so that the postal voteis available to Euroclear
no later than 24 March 2021.

Please note that notification of attendance to the AGM can only
be made through postal voting.

Nominee-registered shares

Shareholders whose shares are nominee-registered through
abankor through another authorised depositary, e.g. shares are
inacustody account, must - in addition to giving notice of their
attendance by postal voting - request that the shares be tempo-
rarily re-registered in their own name so that the shareholderis
registeredin Euroclear’s share register as of the Record Date on
17 March 2021. Suchregistration may be temporary (so-called
votingrightsregistration)andis requested at the nomineein
accordance with the nominee’s routinesin such time in advance
asthe nominee determines. Registration of voting rights that has
beenrequested by the shareholderin such time that the registra-
tion has been made by the nominee nolater than 19 March 2021,
will be takeninto accountin the preparation of the share register.

Contacts

Head office Contact

Postal voting

As stated above, the Board of Directors has decided that share-
holders shall only be able to exercise their voting rights by postal
votinginaccordance with section 22 of the Act (2020:198) on
temporary exemptions to facilitate the conduct of general meet-
ings. For postal voting, a special form must be used. The postal
voting formis available on Swedbank AB'’s website www.swed-
bank.com/AGM.

Completed and signed postal voting forms can be sent by post
to Swedbank AB, "AGM”", c/o Euroclear Sweden AB,Box 191,101
23 Stockholm or by e-mail to GeneralMeetingService@euroclear.
com. The completed form must be available to Euroclear nolater
than 24 March 2021. Shareholders who are physical persons may
also,onor before 24 March 2021, cast a postal vote electronically
via verification with BankID on Euroclear’s website https:/
anmalan.vpc.se/EuroclearProxy.

The shareholder may not give otherinstructions thanto mark
one of the answer alternatives specified in the form. If the share-
holder has included special instructions or conditionsin the form,
or changed or made amendments to the pre-printed text, the
postal vote will be considered invalid. Further instructions and
conditions can be found in the postal voting formand at https://
anmalan.vpc.se/EuroclearProxy.

Notice and agenda

Alist of theitems on the agenda for the Annual General Meeting is
included in the notice of the meeting. The notice will be published
18February 2021 at http://www.swedbank.com/ir under the
heading Annual General Meeting and in Post och Inrikes Tidningar
(The Official Swedish Gazette) on 19 February. An announcement
of notice publication will also be published in Dagens Nyheter and
elsewhere.

Dividend

The Board of Directors recommends that shareholders receive
adividend of SEK 2.90 per ordinary share. The proposed record
day for thedividendis 29 March 2021. The last day for tradingin
Swedbank’s sharesincluding the right to the dividendis 25 March
2021.1f the Annual General Meeting adopts the Board of Direc-
tors' recommendation, the dividend is expected to be paid by
Euroclearon 1 April 2021.

Corp.No.502017-7753

Visiting address: Landsvdgen 40,
17263 Sundbyberg

Mailing address: 105 34 Stockholm,
Sweden

Telephone: +46 8 585900 00
E-mail:info@swedbank.se
www.swedbank.com

Erik Ljungberg

Head of Group Communications
Telephone: +46 739883557
E-mail: erik.ljungberg@
swedbank.com

Annie Ho

Head of Investor Relations
Telephone: +46 703437815
E-mail: annie.ho@swedbank.com
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Printing: BrandFactory, Stockholm

Fredrik Nilzén

Head of Sustainability

Telephone: +46 767731926
E-mail: fredrik.nilzen@swedbank.se






	Contents
	Swedbank in brief
	The year in brief
	CEO statement
	Value creation
	Business model
	Goals and results
	Sustainability
	The share and owners
	Board of directors’ report
	Financial analysis
	Swedish Banking
	Baltic Banking
	Large Corporates & Institutions
	Group functions & Other
	Corporate Governance Report
	Board of Directors
	Group Executive Committee
	Disposition of earnings
	Financial statements and notes, Group
	Income statement, Group
	Statement of comprehensive income, Group
	Balance sheet, Group
	Statement of changes in equity, Group
	Statement of cash flow, Group
	Notes, Group
	Financial statements and notes, Parent company
	Income statement, Parent company
	Statement of comprehensive income, Parent company
	Balance sheet, Parent company
	Statement of changes in equity, Parent company
	Statement of cash flow, Parent company
	Notes, Parent company
	Alternative performance measures
	Reports and notes, Sustainability
	Sustainability report
	Materiality analysis
	UN Principles for Responsible Banking
	TCFD recommendations
	Notes, Sustainability
	GRI Content Index
	Signatures of the Board of Directorsand the CEO
	Auditors’ report
	Sustainability report,  Assurance report
	Market shares
	Five-year summary, Group
	Three-year summary, Business segments
	Definitions
	Annual General Meeting
	Contacts



