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We enable people,
businesses and
society to grow.

Purpose We promote a sound and
sustainable financial situation
for the many households and
businesses.

Values Simple, open and caring.
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SWEDBANK IN BRIEF

Swedbank is a digital bank with
physical meeting points

With over seven million private customers and 600 000 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.

Digital channels Physical meeting points Learn more about
Swedbank
a
il | Onourwebsite

o uls ﬁ ﬁ a0l _I—_ www.swedbank.com

P -——— L —
APP AND INTERNET BANK BRANCHES A Inourinterim reports:
Everyday banking services 186in Sweden www.swedbank.com/ir
Sales 125 in Baltic countries —
Virtual assistants CONTACT CENTER

Telephone, email, chat, social media A Inourriskand capital

FLEXIBLE MEETING PLACES adequacy reports:
Pop-up branches www.swedbank.com/ir

Partners
COMPETENCE HUBS

Complex questions
Specialists

Market shares, per cent

Lending Lending Deposits Deposits

(private)' (corporate)' (private) (corporate) Payments? Funds
Sweden 23 ‘ 18 20 18 35 20 I
Estonia 4; 33 55 ' 49 60 ’ 42
Latvia 35 19‘ 34 25\ 53

Lithuania 3& 19 42 23‘

/ *.'
o

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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SWEDBANK IN BRIEF

Market-leading Sustainability is part Stable

cost efficiency of our DNA earnings
Costsinrelation toincome, C/Iratio Dow Jones Sustainability Index Score Return on equity
o. 38 7 g 1 601 %
Low risk Continuosly innovative
Creditimpairment ratio Digital customer interactions per year
0003 % 107 BILLION
Return on equity of at least 75 per cent of profit for the
15 per cent year is paid as a dividend
% SEK %
20 15 100
15 1e 80
9 60
10
6 40
£ 3 20
0 0 0
14 15 16 17 18 14 15 16 17 18t
IReturnonequity ==Goal [ Dividend pershare == Dividend payout ratio
1)Board of Directors’ proposal.
Financial information, SEKm 2018t 20172 ° ° e
Totalincome 44222 42203 Strong ﬁnaHCIal pOSItlon
Netinterestincome 25228 24595 ° |ncreased |ending VOlumES
Net commissionincome 12836 12206 . .
Net gains and losses on financial items 2112 1934 Supported nEt InterESt iIncome
Otherincome 458 4046 3468 oA A g
e — . * Net commission income benefitted
Profit before impairments 27387 25788 from higher income from asset
g T8 e e Managementand cards
Impairments 521 1285 . . q
Taxes® c3a BT * Costs in line with plan
Profit for the year attributable to the shareholders 21162 19350 . .
Earnings per share, SEK, after dilution 18.89 17.30 ¢ GOOd credlt quallty
Returnon equity, % 16.1 151 ° Strong Capitalisation
Cost/incomeratio, % 0.38 0.39
Common Equity Tier 1 capital ratio, % 16.3 24.6 ° Proposed dividend of
Creditimpairmentratio, % 0.03 0.08

SEK 14.20 per share

1)Results from 2018 and onwards reflect the adoption of IFRS 9 Financial instruments and prior periods
have not been restated. Refer to Note G2 for further information.

2) 2017 results have beenrestated for changed presentation of commission income. Refer to Note G2 for
furtherinformation.

3)Includesincome from sale of UC of SEK677min2018.

4)Includesincome from sale of Hemnet of SEK 680min 2017.

5)Otherincomeincludes theitems Netinsurance, Share of profit or loss of associates, and Other income
from the Groupincome statement. . .

6) 2017 results have beenrestated for changed presentation of tax related to associates. Refer to Note G2 Swedbank Annual and Sustainability Report 2018
for furtherinformation
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THE YEARIN BRIEF

The year
in brief

A sampling of value-
creating activities during
the year.

2 FEBRUARY

75 per cent

of profit to the shareholders for the sixth consecutive year

Due to Swedbank’s stable profitability, the Board of Directors proposes
for the sixth consecutive year todistribute 75 per cent of profit to the
shareholdersin connection with the year-end report for 2017.

7 MARCH

Swedbank Robur named
the year’s most sustainable
asset manager

24 APRIL
Increased lending volumes supports
netinterestincome

Interimreport for the first quarter 2018.

24 APRIL
Sale of shares in UC generates capital gain of

SEK 677m

The publicly listed Finnish creditinformation company Asiakastieto
GroupPlc (“Asiakastieto”) comes toan agreement with all the owners
of UCAB(“UC”) to acquire UC for SEK 3.5bn. For Swedbank, which
owns 20 per cent of the sharesin UC, the sale generates a capital gain
of SEK677m.

Swedbank Annual and Sustainability Report 2018
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THE YEAR IN BRIEF

Swedbank
Robur launches

Global Impact
Fond

17 JuLy
Higher net commission income thanks to increased
income from cards and asset management

Interim report for the second quarter 2018.

23 OCTOBER
Higher capitalisation
Interimreport for the third quarter 2018.

6 DECEMBER
First with Science
Based Targets

2 NOVEMBER

Solid asset quality

Theresults of the European Banking Authority’s (EBA) stress test
confirm Swedbank’s strong asset quality and capital position.

Swedbank Annual and Sustainability Report 2018
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CEO STATEMENT

High activity level for Swedbank

2018 was another active year for Swedbank. We accelerated
investments during the year toensure that we stay competitive
long-term and increase customer value by putting more resources
into digitisation and automation of everyday banking services.
One of our mostimportant initiativesis the digitisation of the loan
process, especially for mortgages. Our customersin Sweden can
now apply foranddirectly receive aloan commitment digitally.
Asaresult, more than half of mortgage commitments are now
fully digital,improving the customer experience through shorter
processing while at the same time increasing internal efficiency
through less manual work. In the Baltic countries we passed a
million Smart-ID customers since the 2017 launch of this digital
authentication method, whichis equivalent to Bank-ID in Sweden.
At the same time we have added instant payments to the Baltic
app, similar to Sweden’s Swish solution. Among the other things
we focused on during the year was the integration of the pay-
ment services provider PayEx, which was acquiredin 2017.
Through PayEx we have strengthened our e-commerce payment
offering and made it easier for customers toreceive payments
online. We have continued to develop our virtual assistant, which
isnow available in the mobile app. We also joined forces with the
fintech firm Asteria to offer more efficient administration and
financial planning for our small and midsize corporate customers.

Strong position in sustainability

We have improved our positionin the area of sustainability. Swed-
bank tops thelist of banks with the most customer mandatesin
the Nordicregion toissue green bonds. In addition, we issued our
own second green bond, this time in SEK. The raised proceeds will
finance sustainable real estate and investmentsin renewable
energy, with the aim of reducing carbon emissions. To help our
customers make sustainable choices, we also introduced a green
mortgage during the year. Customersreceive a 0.1 percentage
point discount on their mortgage rate if their home meets certain
sustainability criteria. Furthermore, we have launched a new sus-
tainability fund, Swedbank Robur Global Impact, whichinvestsin
companies that actively contribute to the UN's 17 global sustaina-
ble development goals. We are convinced that companies that
contribute toasustainable world have great potential to create
long-term value for our customers. Swedbank’s many years of
work on gender equality was rewarded during the year. In the
prestigious global Equileap Top 200 ranking we were named in the
bestinthe Nordic region and ranked ninth out of a total of 3 200
companies around the world.

Stable financial development

Macroeconomic developmentin our markets has remained strong
despite increased trade tensions, especially between the US and
China, as well asuncertainty about the UK's futurerole in the EU.
At the end of the year the Swedish central bank raised its bench-
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mark rate for the first time since 2011. Therateisstillnegative,
however,at-0.25 per cent.

Swedbank has a strong financial position. Our profitability,
measured by return on equity, was 16.1 per cent during the year,
compared with the goal of 15 per cent. Net interest income, our
largest revenue source, continued toincrease during the year
largely thanks to higher mortgage volumesin Sweden as well as
broad-based growthin the Balticregion. In Sweden house prices
stabilised after a slowdown at the end of 2017.

Net commission income also rose during the year, driven by
positive asset valuation development in our asset management
business at the same time that the high level of economic activity
produced increased card revenue.

Our cost efficiency is high and total expenses for 2018 were
according to plan, while credit quality remained solid.

Our capitalisationis strong with a healthy buffer vis-a-vis the
regulators’ requirements. Together with stable profitability, this
allowed the Board of Directors to propose, for the seventh con-
secutive year, that 75 per cent of profit be distributed to share-
holders. This corresponds to a dividend of SEK 14.20 per share for
the financial year 2018.

Working to meet our customers’ needs

Iam proud of what we accomplished during the year. At the same
time thereis nolack of the challenges. The results of the year’s
customer satisfaction survey by the Swedish Quality Index
showed a slightimprovement among private customers, buta
small decline for corporate customers since last year. The results
arenot satisfactory and do not live up to our aspirations. Custom-
erswant better availability and more proactive customer service.
Weintensified our effortsin 2018 to meet their needs, and more
concrete measures will be takenin 2019. For example, we will
shorten wait timesin the customer centre and our branches and
more proactively address customers’ needs by suggesting offers.
This work has the highest priority for everyone at the bank.
Toaccelerate the pace of change with a customer-centric focus,
we implemented a reorganisation of our largest business area,
Swedish Banking, after the end of the year.

Focus on local corporate and private customers

Animportant topic during the year was what banks are doing to
prevent money laundering and other financial crime. For Swed-
bank, thisissue has always been top of mind. With a market-leading
positioninall four of our home markets comes a responsibility to
help strengthen the financial system and infrastructure. In our
case, we maintain a close dialogue with supervisory authorities
and decision-makersin each country. We have also worked sys-
tematically and proactively to monitor payment flows and detect
potentialirregularities. Our corporate culture and business model
are the main preventive measures, however. Swedbank is a value-
based bank. We have zero tolerance for any type of crime in our
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operations and have always acted resolutely when we receive
indications fromin- or outside the organisation of suspicious
transactions. Our focus has always been onlocal corporate and
private customers, in all our home markets. We apply the same
principles throughout the Group with regard to money launder-
ing, know-your-customer (KYC) and risk. Financial crime is
ever-changing, however, so we will continue to adapt our pro-
cessestoensure that we protect customersand furtherincrease
transparency in our home markets.

The transformation continues

Although we achieved a greatdeal in 2018, itisimportant to
maintain the fast pace. Customer expectations in terms of func-
tionality, speed and availability will keep rising, especially in our
digital channels. In essence, thisis a great opportunity for Swed-
bank, since we are the largest bank by number of private and cor-
porate customersin our home markets: Sweden, Estonia, Latvia
and Lithuania. To maintain our strong position, we have to be pro-
active and offer customers what they want based on their unique

situation, and be available to them when and wherever they want.

This does not mean that face-to-face meetings lack value. On the
contrary, for certain types of banking a human relationship will
always beimportant, whichis why we see our physical distribu-
tion network - our own as well as the savings bank branches - as
animportant complement to the digital channel and a differenti-

CEO STATEMENT

“Although we achieved
a greatdeal in 2018, it
is important to maintain
the fast pace. Customer
expectations interms
of functionality, speed

and availability will keep
rising, especially in our
digital channels.”

ating factorinanincreasingly digital banking landscape. We have
started two pilot projectsin Sweden with new concepts for physi-
cal meetings toimprove availability for our customers. A pop-up
branch with service and support for digital banking services was
opened inthe Mall of Scandinavia and we began testing advisory
services at one of Fastighetsbyran's offices, with successful
results. This work will continue in 2019, when we will also con-
tinue to digitise the loan process, launch a digital platform where
customers can get a better overview of their financial situation
and proactively develop personalised solutions for our customers.
These initiatives will be implemented while maintaining market-
leading cost efficiency, with the goal of keeping underlying
expenses below SEK 17bnin2019.

Stockholm, February 2019

Birgitte Bonnesen
Presidentand CEO

Swedbank Annual and Sustainability Report 2018
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GOALS AND RESULTS

Focus onresponsible value creation...

Swedbank’s strong commitment to sustainability is fundamental to our business,
and our goals will help to create long-term value for all our stakeholders. We use the
UN’s Sustainable Development Goals (SDG) as a framework to track how well we

meet these goals.

Responsibility for climate change

Goal Increased customer value Increased employee engagement and society
Why? Customer value, together with customer Engaged and proud employees contribute to Swedbank’s aimis to promote sustainable
satisfaction, trust and a positive brand asuccessful business and satisfied custom- development and to help people and compa-
image, explains why customers choose our ers. Thisrequires that they have an opportu- nies make sustainable choices. Sustainable
products and services. High customer value nity todevelop, feel that they have aninflu- choices can mean how and which companies
isaprecondition to sustainable profitability. ence, contribute to the bank’s purpose and we finance as wellas how we manage savings
We track customer value through our own goals, and are proud of Swedbank as an and pension capital. It can also mean teaching
and public surveys to measure satisfaction, employer. Sustainable staffing is fundamen- studentsto manage their money, promoting
among other things. talif Swedbank is going to continue to offer entrepreneurship or setting high sustain-
products and services of high quality. ability demandsin the services and products
We work continuously to develop and we buy.
monitor these areas.
Result Customer satisfaction, private customers Recommendation index GHG emissions

Impact on the UN’s sustainable development goals

Lithuania
(TRIM)

Latvia
(TRIM)

Estonia
(TRIM)

Swden
(NKI privat)

2016 MW2017 M2018

InSweden customer satisfaction is mainly
measured through the NKI survey. Satis-
faction among private customersincreased
slightly in Swedenin 2018, from 64 to 66, but
decreased slightly among corporate custom-
ers.Inthe Baltic countries customer satisfac-
tionis measured by the TRIM survey. No TRIM
survey wasconductedin 2017. Compared
with 2016 customer satisfactionincreased
among private customersin Estonia and
Lithuania, but decreased slightlyin Latvia.
Among corporates, customer satisfaction
increased in Estoniaand Latvia but decreased
in Lithuania.

QuALTY DEGENT WORK AND 12 RESPONSIBLE
EDUCATION ECONOMIC GROWTH CONSUMPTION

il af fco
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The willingness of recommending Swedbank
asanemployer, the so-called eNPS scare,
furtherimproved during the year.

GOOD HEALTH QuALTY GENDER
ANDWELL-BEING EDUCATION EQUALITY
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== Result e=Target

* Achieved the Group’s climate goal to
reduce direct GHG emissions by 60 per cent
between theyears2010-2018.

*Held over 3300 lecturesinschools to
increase financial awareness and know!-
edge among children and young adults.

*|ssueda SEK 2bn green bond, the second
issue within Swedbank’s green bond
framewaork.

* As part of its advocacy work, Swedbank
Robur’s has contacted 425 companies
about sustainability issues.

QuauTy GENDER
EDUCATION EQUALITY

RESPONSIBLE 13 CLIMATE
CONSUMPTION ACTION
ANDPRODUCTION
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GOALS AND RESULTS

...for customers, employees, owners and society as a whole

Return on equity of at least
15 per cent

Market-leading cost efficiency

Solid capitalisation

Swedbank’s shareholders demand a competi-
tivereturnon the capital they invest. At the
same time the bank has to be profitable to
stay competitiveinthe long termand create
investment opportunities. We also have to
ensure that the bank can withstand periods
of major economic stress, whichis largely
determined by our earning capacity, risk level
and capitalisation.

Digitisationisincreasing competition and
transparency in parts of the market at the
same time that banking products and ser-
vices are becoming more standardised. As
aresult, the price of our servicesis becoming
more important. To remain competitive in the
long termrequires continuous improvements
to cost efficiency and internal processes,
which create opportunities toinvestin
customer value.

Swedbank’s capitalisation should ensure
thatitcan withstand astressed scenario
while still exceeding capital requirements
by asafe margin. Strong capitalisationis also
necessary to guarantee access to competi-
tive capital market funding. The majority of
Sweden’s capital requirements have been
clarified, and Swedbank meets them by
awide margin, at the same time thatinde-
pendent stress tests show that Swedbank
isamong the banks in Europe with the
lowest risks and strongest resilience.

Return on equity, %

2016 2017 2018

B Result == Target

Thereturnonequity was 16.1 percent (15.1)
during the year, compared with the target of
15percent.

DEGENT WORK AND
ECONOMIC GROWTH

o

Swedbank’s cost/income ratio compared
withindustry average

06
05
0.4
03
0.2
0.1
0.0

2016 2017 2018

W Swedbank Mindustry average

Cost control was good during the year and
total costsamounted to SEK 16.8bn (16.4).
Swedbank’s cost/incomeratioin 2018 was
0.38(0.39). The average for the three other
major banksin Sweden - Nordea, SEBand
Handelsbanken - was 0.50. The goal is tokeep
underlying expenses below SEK 17bnin 2019.

DEGENT WORK AND.
ECONOMIC GROWTH

o

Swedbank’s Common Equity Tier 1
capital ratio, %

25
20
15
10

2016 2017 2018

W CET1 capitalratio MRequirement

The Common Equity Tier 1 capital ratio as of
31 December 2018 was 16.3 per cent (24.6).
This compares with a total Common Equity
Tier 1 capital requirement of 14.6 per cent.
The Common Equity Tier 1 capital ratioand
the capital requirement, expressed as a per-
centage, have decreased due to the SFSA’s
decisiontoinclude the risk weight floor for
Swedish mortgages as a basic capital
requirementinPillar 1, instead of as before,
when it was applied within the overall capital
assessmentin Pillar 2.

DEGENT WORK AND.
ECONOMIC GROWTH

Learn more about how Swedbank works with the SDGs on page 18.

Swedbank Annual and Sustainability Report 2018
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VALUE CREATION

Stable earnings create value
for our stakeholders

With over seven million private customers and more than 600 000 corporate
customers, Swedbank is a leader in financial products and services in Sweden,
Estonia, Latvia and Lithuania. We focus on profitable long-term growth and
therefore aim for low risk in our lending, stable earnings and high cost efficiency.
Together with an innovative corporate culture, this creates value for both our

customers and owners.

Swedbank offers products mainly in the areas of lending, pay-
ments and savings. We are a welcoming and inclusive bank for the
many households and businesses with leading positionsin all these
product areas in our four home markets: Sweden, Estonia, Latvia
and Lithuania. In Sweden we are the leader in mortgages, con-
sumer deposits, fund savings and bank giro payments. In Estonia
we are the biggestinevery product category, and we have strong
positionsin Latviaand Lithuania, especially in retail banking.

Low risk

Maintaining low risks is the foundation to building trust and our
long-term survival. It allows us to finance our operations through
deposits from the public and funding from the capital marketsin
order tolend capital to households and businesses at competitive
prices, even during difficult economic times.

We achieve thisinamong other ways by maintaining low riskin
our lending, which largely consists of mortgage loans secured by
residential property and a well-diversified corporate portfolio. As
aresult, our creditimpairments have been below 0.1 per cent of
totallending for more than five yearsinarow.

To prepare for unforeseen events, we have a healthy buffer
beyond theregulators’ capital and liquidity requirements.In 2018
our Common Equity Tier 1 capital ratio was 16.3 per cent, com-
pared with the requirement of 14.6 per cent, while our NSFR and
LCRwere 111 and 144, respectively. Learn more about how we
manage risk innote G3 on page 66 andinour Pillar 3report at
www.swedbank.com/ir.

Creditimpairment ratio, %

Common Equity Tier 1 capital ratio, %

Market-leading cost efficiency

With a cost/incomeratio of 0.38 per cent, Swedbank is the most
cost efficient major bankin the Nordic region. We achieve this by
focusing on simplicity and availability. We are the largest bankin
our home markets measured by number of customers. This gives
us large economies of scale, and by digitising basic banking prod-
ucts we canraise internal efficiency at the same time that cus-
tomers get abetter experience.

Cost efficiency also allows us to continuously investin our
productsand channelsin order to support and offer competitive
prices to our customers, at a time when transparency and
customer choice are increasing due to digitisation. Learn
more about our cost development in our other financial publica-
tions at www.swedbank.com/ir.

Stable earnings

We value consistent profitability over rapid growth, sinceit cre-
atesstability and predictability for our customers and owners as
wellas society asawhole. Thisis why we do not follow short-term
market trends and instead price our products based onrisk and
capital requirements. Together with our market leading cost effi-
ciency, it has helped us toreach our profitability goal of 15 per
centinrecentyearsaswellasourdividend goal to distribute 75
per cent of profit seven yearsinarow, at the same time that we
generated healthy growthin our credit portfolio. Learn more
about our profit development on page 22.

Cost/income ratio

0,5

—~

0.4

N\

03

0.2

01
0.0

0.10 25 ——
0,08 //\\ 20
0.06 / \ 15
0.04 10
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Customer-centric strategy

VALUE CREATION

Swedbank’s overarching strategy is customer centricand rests on four pillars: available full-service bank, offering based on
customer needs, high cost efficiency and low risk. Strategies are alsoin place at the product and channel level to support the
ambition to be the leading bank and financial platform for the many households and business. To achieve this, we have chosen

to prioritise seven strategicinitiativesin the years to come:

1. 0fferings based on customer data

By more deeply analysing customer data and combining it with
artificial intelligence, we will be able to give our customers more
proactive, efficient and individualised service.

2.Excellent digital experience

By expanding functionality in our digital channels, including by
aggregating accountinformation from other financial service
providersandincreased use of virtual assistants, we ensure

a positive customer experience.

3.Channel transformation

Since our customersincreasingly want tointeract digitally, we
continue to adapt the way we distribute our products and services.
Our customers must be able to securely and easily bank through our
digital channels, but canalso get frictionless support atany of our
physical meeting places.

Sustainability is part of our DNA

Ourrootsarein the savings bank movement and by promoting
savings and lending money to businesses and households we have
supported the national economy for nearly 200 years.

Since we are a big part of the financial infrastructurein
Sweden, Estonia, Latvia and Lithuania, itis essential that our IT
systemsare secure and that our customers canrely onus. We also
have aresponsibility but also an opportunity to contribute to the
sound and sustainable development of our customers, employees,
ownersandsociety as a whole. We have committed therefore to
integrating sustainability in our business strategy and strategic
decisions, at the same time that we support global initiatives such
asthe UN's Global Compact (the UN’s principles for sustainable
business)and TCFD. Learn more about our sustainability work on
page 14-19 and www.swedbank.com/sustainability.

Return on equity, %

Dow Jones Sustainabillity Index Score

4. Digital payments and commerce offering

Tomaintain our strong positionin the payments market, we are
making it easier for our private customers to manage their payments
atthe same time that we strengthen our e-commerce offer for corpo-
rate customers.

5.Digital lending process

Tosimplify forour customersand increase internal efficiency, we are
digitising our lending process. Our customers will then be able to apply
and be approved for aloan quickly and conveniently, 24 hours a day.

6.Improved savings and pension offering
Through greater use of robotsin our advisory business, we can help
more customers to achieve their savings goals.

7.Corporate self-service and cash management

Expanded self-service options through our digital channels and
improved cash management services will make it easier for our
corporate customers to control, optimise and administer payments,
currencies and liquidity.

Continuosly innovative

Swedbank has a strong innovation culture. Through the years we
have often beenthe first tolaunch new digital solutions for our
customers, who are becoming more and more digitally active. This
ispartly aresult of the highIT maturity level inthe markets we
serve, butisalsodue toourlarge private customer base, our focus
oneveryday banking services,and the IT competence of the Group
Executive Committee and the Board of Directors.

At Swedbank, IT development isintegrated with business
development. Together with our flexible IT platform, it means we
can quickly launch new solutions for our customers. We realize,
however, that we cannot do everything ourselves and therefore
partner with various fintech firms such as Meniga and Mina
Tjdnster (My Services)inanumber of areas to continuously
improve our offers and availability.

Learn more about our fintech partnershipson
https://www.swedbank.com/openbanking/.

Digital customer interactions, million
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2000
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14
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BUSINESS MODEL

Business model that promotes
a sustainable economy

Swedbank’s business model is essentially based on converting savings to loans.
By offering customers with a financial surplus secure and effective solutions to
manage their capital while at the same time helping customers with a financial
deficit to meet their funding needs, we promote a sound and sustainable financial
situation for the many households and businesses.

Animportant part of society

Swedbank is part of the financial infrastructure, also making us

animportant part of society. By promoting savings and lending

money to consumers and businesses with investment needs, we
support the national economy and help to create jobsin our home
markets. Our businessis affected by anumber of factors, the most
important of which are:

e Customer behaviour - Customers are increasingly banking by
phone, computer and tablet. At the same time many still want
personal assistance with more complex questions. Our aim
therefore is to make day-to-day banking fully digital, but also
offer personal assistance at our physical meeting places.

e Competition - Our competition consists of traditional banks
aswellas new entrants. We therefore have to make banking
simpler for customers, but also analyse customer data to better
customise our services and products.

* Macroeconomic development - As part of small open econo-
mies, we are dependent on what happens globally. To stay rele-
vant, we have to be able to quickly adapt to changing external
conditions.

e Regulation - The banking sector is subject to a number of
regulations, many of which are designed to increase financial
stability and strengthen customers' rights. This affects compe-
titionand how we price our products.

Net interestincomeis our largest income source
Swedbank’s lending is financed through deposits from businesses
and private customers, but also through capital market funding.

Wereceive interest onthe money we lend, while we pay inter-
estondeposits and funding. The difference betweeninterest
income and interest expenses is called net interestincome, our
largest revenue source.

Itisimportant tousthat the money we lend contributes to
sustainable development. During the year we therefore issued our
second green bond after having established anissuance frame-
workin 2017. The money will be used to finance sustainable
investmentsinreal estate and renewable energy sources that
reduce society’s carbon footprint.

To contribute to the stability of the financial system, one of
our mostimportant rolesis to understand and price risk correctly.
Itisalso essential to our survival. The margin we earn on our
lending has to be high enough to cover credit impairments for
borrowers who cannot pay theirinterest or amortise their loans,
but also cover administrative expenses and provide areturnon
shareholders’ equity.

Swedbank Annual and Sustainability Report 2018

While we are aninclusive bank, if the risk is too high we may
decide not tolend to a customer. By keeping our risks low, our
financing costs are positively affected as well.

Netinterestincome and credit impairments are strongly tied
tothereal economy and are affected by factors such as GDP
growth, interest rates and unemployment. To limit the impact of
asevererecession and continue to support our customersregard-
less of economic conditions, we also maintain capital for unfore-
seen losses. The size of this capital, which largely consists of the
capital our shareholders have invested, is determined by various
regulations and depends in part on how risky the assets are con-
sidered to be.

Funds and cards are important to net commissionincome
Net commission income is our second largest revenue source and
iscomprised of arange of services and products that generate
income mainly in the form of various fees. Thisincome, adjusted
for transaction expenses, isreportedin the income statement
under net commissionincome. The large part comes from asset
management and cards. In our asset management business,
Robur, we manage SEK 1 265bn. To manage capital and cover our
costs, we charge a fee based on a percentage of the invested
amount. Consequently, the income generated by the fund busi-
ness largely depends on growthin assets under management,
whichinturnisaffected by the stock market'’s performance, since
the majority of the assetsin the funds consist of equities. Sustain-
ability isimportantin asset management as well, and during the
year we launched a new fund, Swedbank Robur Global Impact,
whichinvestsin companies that meet the UN's 17 global sustain-
able development goals.

Inthe card business, which represents the large share of our
payment operations, we are both a card issuer and payment
acquirer. Ourincome is generated from customers who use our
cards to make purchases and the stores and restaurants that use
our terminals for payments. The income is comprised of annual
fees, butis alsobased on transaction volume.

Personnel and IT are our largest operating expenses
Swedbank’s largest operating expense is salaries. Other major
expenseitemsincludeIT and properties and rents, partly due to
thedistribution network in the form of digital channels and physi-
cal meeting places we provide our customers. Swedbank is also
amajor taxpayer in the markets where we operate.
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Simplified income statement

+Ourincome SEKm

Net interestincome (interestincome - interest

expenses) 25228
Lending generatesinterestincome. Interest expenses areincurred for
deposits (savings) and the bank’s capital market funding.

Net commissionincome 12836
Fees charged for services such as cards and payments, asset management,
loan commissions, equity trading, insurance and corporate finance.

Net gains and losses on financial items at fair value 2112
Result of the market valuation of lending, funding, currencies and securi-
ties held by the bank. Arises through trading in financial instruments by
customersand the bankitselfand asaresult of valuation effectsinthe
accounts, primarily frominterest and exchange rate movements.

Otherincome 4046
Share of result from associated companies, services sold to cooperating
savings banks, netinsurance, capital gains.

Totalincome 44222

SEKm

-Staff costs 10284
Todevelop the best services and give professional advice, we have to be
arelatively personnel-intensive business dependent on attracting and
developing people with the right skills as customer needs change.

- Our expenses

- Other expenses 6551
An effective customer offering generates development, production and
distribution expenses. T expenses are incurred for development, systems
andlicences. Production expenses are to develop new and existing prod-
uctsand maintain product platforms. Distribution expenses through the
retail networkare significantly higher than when transactions are exe-
cuted throughdigital channels.

27 387

=Profit before impairment

- Impairments 835
Creditimpairments are natural for abank as all lending carries arisk. Provi-
sions for expected credit losses are estimated using a 3-stage model and
reflects changes in credit risk or macroeconomic variables like GDP and
unemployment. In the figure above, impairments on tangible and intangible
assetsarealsoincluded.

-Tax 5374
Swedbank is one of the biggest corporate taxpayers in Sweden. Together
withthe country’s other banks, we account for about 10 per cent of total
corporateincome tax collected.

- Non-controlling interests and profit from
discontinued operations 16

= Our profit attributable to shareholders 21162

Earnings distribution

75 per cent of profitisdistributed as a dividend to shareholders, who
demand a competitivereturnon the capital they invest. The remaining
25percentisallocated toanequity bufferin the balance sheet to with-
stand economic slowdowns and to finance future investments toincrease
customer value and create opportunities for growth.

Dividend

BUSINESS MODEL

Simplified balance sheet

Our assets SEKbn

Cash, treasury bills and bonds 316
Swedbank maintains a liquidity bufferin the form of cash and liquid
securitiestomeetits commitmentsevenifaccesstofinancingis closed
foran extended period.

Loans to the public 1627
About half of Swedbank’s lending to the public consists of mortgagesin
Sweden. Swedbank is one of the biggest lenders to private and corporate
customersinits four home markets.

Loans to credit institutions 36
Aspartof the financial system, Swedbank also offers lending and deposits
tootherbanksand creditinstitutions.

Derivatives 40
Toprotect the bankandits customers against unwanted movementsin
interest orexchange rates, forexample, the bank uses and offers various
typesof derivatives, mainly swaps, which are reported on both the asset
and liability sides of the balance sheet.

Other assets 227
Total assets 2246
Our liabilities and equity SEKbn
Deposits and borrowings from the public 921

Customer deposits finance a significant share of lending. Swedbank
hasalarge, stable base of depositsinits home markets.

Debt securitiesinissue 804
Lending not financed with depositsis funded through the capital markets.
Swedbank’s market financing is almost exclusively long-term and mainly
consists of covered bonds.

Derivatives 31
See comment under assets above.

Other liabilities 352

> Equity 138

The rules on how much capital a bank must maintain have been
tightened and ensures that it can operate well even under unfavourable
conditions.

Total liabilities & equity 2246

For more detailed information on Swedbank’s income statement
and balance sheet, see pages 50and 52.

Swedbank Annual and Sustainability Report 2018
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Sustainability - part of Swedbank’s
heritage and purpose

Strong social engagement and clear values distinguish Swedbank in Sweden
and the Baltic countries. Back when the first Swedish savings bank was
founded, in 1820, the objective was to give the public a way to build savings
for the long term. This social commitment has also applied to the Baltic
countries from the beginning, with Hansabank, which was founded in 1991

and later became part of Swedbank.

To this day the heritageis alive with the savings banks and sav-
ings bank foundations as engaged owners. The foundations have
as their main purpose to promote savings in Sweden and to safe-
guard and develop the savings bank movement’s foundational
ideas and values. Part of Swedbank’s profit goes to the founda-
tionsin the form of dividends and is invested in various in civic
endeavours, mainly local and regional but also national. Swedbank
remains active on these issues and promotes social development
inline with the values that have distinguished the bank from the
beginning. Swedbank initiated, and partners with others on,
several constructive programmes and projects, mainly aimed at
childrenand young adults. Financial literacy, entrepreneurship’s
importance to society and encouraging innovation are three areas
the bankis engaged in. This applies to all four home markets.

Swedbank also plays animportantrolein the public debate
and over the years has established good relations with decision-
makers and partnerships throughout the community. Swedbank’s
economists often participate in the public debate provide value-
added to customers through their expertise. They raise aware-
ness about economicissues and review and analyse how political
decisions and changing conditions financially impact individuals
and businesses.

Sustainability is integrated in the business

Social engagement is a part of Swedbank’s sustainability work.
Naturally, sustainability aspects are also integrated in the bank’s
four main processes: save, finance, procure and pay. It'son a daily
basis thatlong-term financial value is built up, and there Swed-
bank has a big responsibility and an opportunity to contribute to
the transition toamore sustainable society.

Swedbank is and will remain a profitable, well-capitalised bank
with alow risk profile. By carefully managing risks and opportuni-
ties related to sustainability, Swedbank is building a better future
together withits customers. Ethical, social and environmental
risks are takeninto account and economic considerations are
factored into Swedbank’s business decisions, operations and
business development. The recommendations of the Task Force
on Climate-Related Financial Disclosure (TCFD)and the EU’s
action plan on financing sustainable growth areimportant steps
inthe development of international rules, where the banks can
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play aroleinfinancing efforts to achieve the goals of the Paris
Agreement and the UN’s global sustainable development goals.

Savings as a foundational idea

As customers become more interested and engaged in contribut-
ing toa sustainable society, demand rises for sustainability-
oriented savings options.

Swedbank’s subsidiary Swedbank Robur is one of the leading
asset managersin the Nordic region, with more than SEK 1 300bn
under management, of which just over SEK 600bn s in portfolios
with sustainability criteria. The fund management company’s
goalistobe aleaderinresponsible investing. During the year the
funds had holdingsin just over 3 000 listed companies bothinand
outside Sweden, whichrepresents a great responsibility and an
opportunity toimpact and drive development.

Swedbank Robur has applied the UN Principles for Responsible
Investments since 2009. Animportant part of our work with sus-
tainable companiesis voting at annual meetings and participating
innomination committees. In 2015 Swedbank Robur signed the
Montreal Carbon Pledge and since then has disclosed the carbon
footprint of its equity funds. Another step was taken during the
year and now Swedbank Robur supports TCFD to determine how
the companiesinits funds are affected financially by climate
change. In collaboration with other investors, through networks
such as Swedish Investors for Sustainable Development (SISD),
Climate Action 100+ and International Investors Group on Climate
Change (IIGCC), companies are encouraged to switch to sustain-
able solutions.

Allcustomers should easily be able to find sustainable invest-
ments. The range of funds with sustainability criteria has there-
fore been broadened and new products with more of a sustain-
ability focus have been added. Swedbank Robur’s Global Impact
equity fund gives investars exposure to companies around the
world that already contribute directly to the UN’sand 17 global
goals. The Ethica and Talenten funds, for example, do notinvestin
fossil fuels such as coal, oil and gas. Five of the funds also meet
Nordic Swan’s stringent eco-label criteria.

Swedbank has for many years also offered equity-linked bonds.
The bonds focus on areas such as sustainability and ethics, the
environment and climate issues, human rights and work condi-
tions.
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Swedbank Forsakring, a wholly owned subsidiary of Swedbank,
offers pension,endowment and personal/risk insurance for indi-
viduals and companies. Of its two million policies, 1.3 million are in
savings, where the assets under management maintain a high
level of sustainability.

Responsible lending

For Swedbank, lending toindividuals and businessesis a long-term
responsibility. In corporate lending, Swedbank’s credit policy
requires the borrower to be sound and sustainable and the loan

to be based on familiarity with the company, its business, future
prospectsandanassessment of its social impact. Itisimportant
that Swedbank’s customers are financially sustainable and pre-
pared for unforeseen events with theright amortisation and

debt levels for the specific customes.

To promote a sound financial future for customers and society,
Swedbank supportsits customersin being sustainable. Green
mortgages, which were launched in 2018, are an example. Swed-
bank has begun working with positive impact finance, where
loans are evaluated based on the contribution to one or more
areas of sustainable development (economic, environmental and
social). Swedbank sees this as the right way to address the oppor-
tunities and risks of sustainable finance. Swedbank will also evalu-
ateitsloan portfolio according to the TCFD recommendations
based onrelated climate risks and opportunities.

Swedbank continues to perform detailed sustainability risk
analysesin connection with business loans of over SEK 5min Swe-
denand EUR 0.8min the Baltic countries based on social and envi-
ronmental aspects. The analysis includes sustainability-related
issues such as humanrights, the environment and climate change,
taxes and corruption. For principles and guidance, Swedbank also
has Group-level policies, sector guidelines and position state-
ments. When sustainability risks and dilemmas arise, Swedbank’s
Business Ethics Committee provides further recommendations.

InMarch Swedbank issued its second green bond, where the
invested capital finances energy-efficient properties and renewa-
ble energy. Throughits green bond business, Swedbank can tar-
getand support sectors that are transitioning to alow-carbon
society, thereby contributing to several of the Global Goals. Swed-
bank Debt Capital Markets during the year carved out aleading
positioninthe Nordic regionin green bonds andis driving the
development of social bonds and related advice. This benefits
organisations looking for sustainable finance and investors
actively interested in sustainable investing.

SUSTAINABILITY

Sustainability is animportant part of procurement

Extensive changes were made in the procurement unit during the
year to be more sustainable. The supplier code of conductis the
basis for the requirements Swedbank sets and for contracts with
suppliers. The code, which has requirements on among other
things human rights, labour rights, business ethics and the envi-
ronment, was updated in 2018. The aim was to clarify the bank’s
vision and position and to better distinguish between mandatory
criteriaand what it considers desirable to facilitate dialogue and
development with suppliers.

Animproved process for sustainable procurement has also
beeninitiated to simplify Swedbank’s dialogue with suppliers
based onacommon digital platform for sustainability-related
data, analysis, follow-up and discussion. Compliance is obviously
important and is monitored through site visits and inspections.
Swedbank promotes strong partnership along the supply chain to
speed up the transition to a sustainable saciety, inline with the
Global Goals and the Paris Agreement.

Zero tolerance for money laundering

Swedbank is the leading bank for many households and busi-
nessesinits four home markets: Sweden, Estonia, Latviaand
Lithuania. To maintain the bank’s strong reputation, measures

are taken continuously to combat corruption, money laundering
and terrorist financing. An established “Know-Your-Customer”
process, system support for monitoring transactions and reconcil-
iations of customer databases against sanctionedlistsareallin
place to minimise theserisks.

Banks are obligated toreport suspicions of market abuse such
asinsider trading, market manipulation and unlawful disclosure of
inside information. According to the Anti-Money Laundering Act,
banks are also obligated, without delay, to report suspicions of
money laundering or terrorist financing to the Financial Intelli-
gence Unit of the Swedish Police. Close cooperation with super-
visory authorities and correspondent banks is necessary for this
type of work. The fight against money laundering is global, as are
the processes and systems. The bank has zero tolerance for
money laundering in the markets whereitis active and has taken
action over the years whenit sees any signsinitsown channels
and from outside partners. As aleading bank, Swedbank also has
aresponsibility to contribute to a continuous dialogue with super-
visory authoritiesin order to strengthen the financial system
andinfrastructure.

Two hundred years of sustainability

1820 1980 1998 2003 2013

Thefirstethical
fundislaunched

Thefirst
savings bank
isestablished
inSweden

Swedbank acquires
holding inHansabank
inthe Balticountries

Swedbankis the first
listed Nordic bank to
receive SO 14001
environmental
certification

The Group'sfirst
sustainability report
accordingto GRIG4is
published

2014 2015 2016 2017 2018
Theheadofficein Exclusion of Thesustainable
Stockholmis classified companies hat equity fund
asan EU GreenBuilding generate over 30 per Swedbank

centof theirrevenue Robur Global
The sustainability fromcoal production Impactis
reportisintegrated launched

with theannual report

The goal toreduce carbon

emissions by 50 procent
from2010is achieved
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Extensive measures tofight corruptionare integratedin the
bank’s business processes and inloan assessments, the supply
chain, payment flows and investments. Allemployees receive
mandatory online training to recognise transaction patterns,
behaviours and situations that could constitute, or be associated
with, money laundering and corruption.

Secure and reliable IT systems

Conversations with the bank’s customers have shown that
secure, reliable and available IT systems are one of the areas they
consider mostimportant. Itisour highest priority to protect our
customers’ money and information from fraud and cyberattacks,
whichis also critical if they are going to trust us to manage their
savings and execute transactions. Swedbank’s goal is to take a
sustainable position that contributes to a sound and secure digital
environmentin all the markets where it operates. This means
sharing intelligence with competitors and authorities.

Swedbank works continuously toimprove security and rigor-
ously monitors new types of threats, fraud and hacking. A wide
range of measures are taken to prevent and limit criminal activity.
The work is done continuously through the bank’s business pro-
cessesand T systems. To prevent the bank’s payment systems
from being exploited for criminal activity, a set of internal rules,
processes and support functions has been putin place to comply
with applicable laws and regulationsin the area.

Measures to prevent climate change

The world's companies have to change their businesses and con-
tribute toa more sustainable society. By integrating sustainabil-
ity inits business, Swedbank is able to have animpact both indi-
rectly through customers and directly throughits own
operations. The goalis to reduce consumption of the Earth’s finite
resources and promote a stable climate and energy transforma-
tion. During the period 2010-2018 Swedbank’s direct green-
house gas emissions were reduced by 60 per cent through meas-
urestoreduce travel and improve energy consumption in offices.
During the year Swedbank began buying carbon offsets, mainly
forair travel, and signed the Science Based Target Initiative,
pledging that the bank’s future climate goals will align with the
Paris Agreement.

The bankreceived ISO 14001 environmental certificationin
2003, thefirst listed bank in the Nordic region to do so. Since then
Swedbank has taken a structured approach to environmental
work, following an environmental management system to reduce
itsimpact. Environmental policies, goals and strategies provide a
framework for this work and steer us toward measures that make
the biggest difference. The environmental work and 1SO 14001
compliance are reviewed through internal and external audits.
Responsibility for the environmental work rests with operating
managers with support from a network of sustainability ambas-
sadors around the bank who coordinate goal-setting and follow-
up work. Swedbank is convinced that successful environmental
work leads toalower environmentalimpact while at the same
time strengthening the brand and reducing financial risk.

Sustainable employees

Swedbank is acompany whose values - simple, openand caring -
serve asaninner compass for everything we do. With theseasa
starting point, we build the trust of customers, respect for each
otherandastrong corporate culture. When faced with ethical
dilemmas, the values serve as a guide and encourage sound long-
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termdecisions. Theright we all have to financial services - regard-
less of background and ethnicity - must be honoured. Swedbank
will contribute toarespectful, inclusive and values-based culture.
Thisisimportant for society, shareholders and customers.

Engaged employees are critical to the bank’s future. Inclusion
and clear goals areimportant to motivate employees and get them
todotheir best. Embracing collaboration between the bank’s vari-
ous businesses and units, where agile working isimplemented on
several levels, has contributed to a better work environment and
higher results. To monitor and evaluate employee satisfaction,
Swedbank regularly conducts asurvey called Engagement Pulse,
where engagement is measured based on seven questions, one of
which measures the bank’s Employee Net Promoter Score (eNPS).
Theresults of the survey shows a positive development, from 21
in2017to24in2018.

Inthe financial industry, like many otherindustries, the rapid
shift toamore digital society and numerous new laws, regula-
tionsand guidelines have made it necessary to change the way we
work and add competence. At Swedbank, employees take respon-
sibility for their own professional development. Internal mobility
isencouraged to capitalise on each employee’sindividual abilities
and encourage those who seek new challenges within the Group.

Afast pace and theintroduction of new technology at the
same time require the bank to keep employees healthy. During the
year changes were made in the way the Group addresses occupa-
tional health and safety issues. The main purpose is to follow the
new workplace safety and health laws in Sweden, as well as to
develop astrategy for sustainable employees and aninspiring,
stimulating and inclusive work environment. In the financial
industry, organisational and social factors have the biggest
impact on working conditions and the work environment. It is
especially important therefore for the bank to take preventative
and proactive measures.

The philosophy of being a bank for the “many” also applies to
Swedbank’s employees. Gender equality and diversity are priori-
ties at Swedbank and important contributors to a healthy work
environment, inclusive corporate culture and more effective skills
training. Thereisastrong conviction that diversity generates
more business through a bigger network and better understand-
ing of the individual's specific needs. Employees generally should
reflect the customersin the bank’s home markets in terms of gen-
der parity, age and ethnicity,among other factors. This has been
along-term aim for many years. The goal of gender equality at the
highest management level according to the 40/60 model was
introduced backin 2014 and has since been implemented for
management and senior specialist roles. The results are regularly
tracked by business area based on five factors: salary and bene-
fits, recruiting, occupational health and safety, parenting and
career development, and competence training.In 2018 a compre-
hensive training programme was implemented in management
teams and forums toraise awareness of gender equality and
diversity and integrate themin practical leadership.
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The work with TCFD

In March 2018 Swedbank announced its support for the TCFD recommendations:
a concrete tool to increase awareness of climate-related risks and opportunities
in a time of uncertainty. TCFD is a question of long-term survival for the bank’s
customers and in the long run for Swedbank’s survival. Integration of the TCFD
recommendations in the bank will continue in 20189.

Swedbank and Swedbank Robur welcome the fundamental princi-
plesthat TCFDrestson-long-term, transparent and forward-
looking - which are also supported by the bank’s purpose to pro-
mote a sound and sustainable financial situation for the many
households and businesses.

The framework is structured around four thematic areas -
governance, strategy, risk management, and targets and metrics
-which together with scenario analysis facilitate better informed
decisions that take long-term climate-related risks into account.

Governance
During the year Swedbank launched areview of its corporate gov-
ernance, policies and operational processes from the standpoint
of climate change. The bank has also begun identifying risks and
opportunities based on various scenarios and how these scenario
analyses feed into the business plans ratified by the Board.
Governance of climate-related issues starts with a Group-wide
framework, where policy documents are adopted by the Board
(such as sustainability or environment), directives by the CEO
(such as position statements on climate change) and instructions
by the Group Executive Committee (such as sector guidelines).
Because Swedbank’s core business consists of managing risks,
its existing framework also provides the fundamentals for climate
change management. As new types of risks and opportunities are
identified, the bank will developits governance, routines and
internal rules to ensure effective implementation of its strategy.

Strategy

Swedbank’s strategy is based on along-term focus and customer
value through aresponsible core business and rests on four pillars:
available full-service bank, personalised offers, high cost effi-
ciency and low risk. The bank believes that climate change could
play amajorrolein the near termand therefore intensified the
effortstoidentify climaterisks backin 2015, after the Paris
Agreement was signed.

The result of the bank’s initial analysis of the credit portfolio
shows that lending to the mostimpacted sectors, such as fossil
fuels andindustries with large industrial processing emissions
(suchas steeland cement), isaround 1 per cent of total lending.
For these industries, the bank’s strategy is to focus on future
investments to help reduce climate impacts. About 75 per cent of
Swedbank’s lending relates to buildings, where energy efficiency
will play animportant role to reach lower emissions. This provides
Swedbank a great opportunity to help customersinvestinenergy
efficiency.

Within the fund management company, Swedbank Robur,
approximately 77 per cent of the portfolio shareholdingsin 2018
wereinvested in sectors with less climate change exposure. The

biggest of the climate-exposed sector investments are in manu-
facturing, energy, auto and real estate companies. Swedbank
works actively to encourage production upgrades by these com-
paniestoincrease energy efficiency and shift torenewable
energy. Swedbank does not finance coal mining.

Risk management
Climate aspectsare anintegral part of credit analysisin corporate
lending and areincluded in the evaluation of the customer’s strat-
egy, business model and sustainability performance. This also
applies to ESG analysis in fund management. The carbon footprint
of equity fundsis reported annually, and the footprint of most of
the fundsis lower than their comparable indexes. This risk man-
agementis part of day-to-day operations and is handled through
the existing governance model. On a strategic level, climate-
relatedrisks and opportunities are identified and serve as the
basis for the bank’s strategic business planning. These business
plansare approved at the board level.
Therisks associated with climate change can be divided into (i)
physical risks, such as extreme weather andrising sea levels, and
(ii) transition risks, which are driven by policy decisions, technol-
ogy and changes in consumption. Identifying and assessing these
risksis complicated by the fact that the timeframe involved
stretchesall the way to 2050 and 2100. Swedbank therefore
draws on scenarios supported by thousands of researchers,
including the work of the Intergovernmental Panel on Climate
Change (IPCC)and the International Energy Assaciation (IEA).
Going forward Swedbank will place more emphasis on:
1.Analysinginmore depth the transitionin various sectors
2.1dentifying and managing physicalrisks, such as extreme
weather, higher temperatures and sealevels

3.ldentifyinginvestment opportunitiesinrenewable energy and
companies that contribute positively to reducing CO, emissions
and adapting to climate change.

Targets and metrics

Swedbank continues to monitor the direct emissions its opera-
tions giveriseandin 2018 the bankreached its goal to reduce
emissions by 60 per cent between 2010 and 2018. The bank’s
partnership with the Science Based Target Initiative means that
the new climate goals will be verified, but also that Swedbank will
play a partindeveloping a method to weighin the impact from
customers. At the same time Swedbank isinvolved ina UN work-
ing group with a focus on accelerating energy efficiency in build-
ings asrelates tofinancial risk and value creation. Swedbank
Robur will develop methods to measure the carbon footprint of
fixed income funds, adapt its analysis to the Paris Agreement and
report CO, metrics for the funds.

Swedbank Annual and Sustainability Report 2018
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Swedbank and the UN’s Sustainable
Development Goals

Asamajor financial player, Swedbank has an opportunity to con- Goal 4 -Quality education

tribute to the UN’s Sustainable Development Goals (SDGs). In Goal 8 -Decentworkandeconomic growth

2017 Swedbank performed an analysis of its contributions to the Goal 12 - Sustainable consumption and production

global goals. The results show that the bankis contributing to all In addition, the bank has two complementary focus areas

the goals, but to varying degrees. Swedbank has chosen to focus comprised of several goals that affect Swedbank’s strategy and
on the following goals from the perspective of where the bank can goal-setting: Sustainable employees (e.g. Goals 3,5and 10)
contribute the most: and a Fossil-free society (e.g.Goals 7,9,11and 13).

Sustainability goal

2018 Goal Result and contribution to the SDGs

Reducedirect green- Swedbank has achieved the goal and reduced its direct greenhouse gas emissions by over 60 per cent between
house gas emissions 2010-2018. In addition, Swedbank has purchased climate offsets for 6 500 tonnes of GHG emissions, which
by 60 per cent by corresponds to the emissions from air travel to the bank’s customers.

2018 compared with
the 2010 level. 13.1:Strengthen resilience and adaptive capacity to climate-related hazards and natural disastersin all
countries

Swedbank’s strategies for the climate and environment have resulted in areduction of greenhouse gas emissions.
This contributes to the international fight against climate change. Swedbank will continue to reduce its emissions
and set new goals and strategies to continue this trend.

Increase financial Swedbank and the savings banks increased financial awareness and literacy in 2018 by arranging over 3300
awareness and teach lecturesand actively coaching young people on business economics.
childrenand young
adults about personal IFTedl 4.4:By 2030, substantially increase the number of youth and adults who have relevant skills, including
finance and entre- !ﬂl technical and vocational skills, for employment, decent jobs and entrepreneurship
preneurghm through Swedbank considers financial literacy and education to be fundamental to creating vocational skills, decent work
!ECTUFES in 5Cy"'00|5 and entrepreneurship. Swedbank has contributed inamong other ways by giving lectures on managing money in
in SVIl’edba"k shome the countries whereitisactive.In 2018, 1 123 lectures were held in the Baltic countries and 2 183 in Sweden.
markets.
§ et 8.3: Promote development-oriented policies that support job creation and entrepreneurship
ﬁ@”‘ Swedbank’s initiatives to encourage young people to become entrepreneurs and better understand their finances
ol promote job creation and economic growthin society.
Issue asecond green Swedbankissued its second green bond during the year and was the issuing institute for 30 green bonds with
bond andserve as avalue of SEK 28.5bn.
issuinginstitute for at
least 14 green bonds. 7.2:By 2030, increase substantially the share of renewable energy in the global energy mix
The greenbond Swedbank issued in 2018 generated SEK 2 915.6m in wind power investments, resultingin 2118
GWhinannual energy production. This contributes to the goal to substantially increase the share of renewable
energy inthe global energy mix before 2030.
13.1: Strengthen resilience and adaptive capacity to climate-related hazards and natural disasters
inall countries
The greenbond issued during the year largely consists of financing for wind power and environmentally certified
and energy-efficient buildings. Renewable energy and green buildings contribute to energy conservation, which
reduces greenhouse gas emissions and aids in the fight against climate change.
Offeratleast 20 Swedbank launched 30 equity-linked bonds with a sustainability profile with an aggregate value of SEK 325bn
equity-linked bonds in2018.
(SPAX) withasus-
tainability profile. FF=4 12:Sustainable consumption and production
. By offering products with a focus on sustainability, such as equity-linked bonds that for example promote the Global
Goals, the environment and climate change, humanrights and decent work, Swedbank gives its customers sustain-
able choices.
Hold workshops on In2018over 50 workshops, spanning 3000 hours, were held for a total of 1 000 leaders.
equality with Swed-
bank’s management § 5.1:End all forms of discrimination against all women and girls everywhere

teamsand educate at @ Workshops focused on raising awareness about gender equality and diversity and integrating them in practical
least 1000 leaders leadership also make Swedbank’s leaders more aware of hidden discrimination.
in 2018 with the pur-

poseofincluding gen- . . e s . . .
der equality, diversity E 10.2: By 2030, empower and promote the social, economic and political inclusion of all, irrespective of age,

and inclusion in Swed- sex, disability, race, ethnicity, origin, religion or economic or other status
bank’s brand and in Thisinitiative isimportant to strengthen leadership in the bank and contribute to an equal and inclusive workplace

their own leadership. foreveryone.
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A sample of Swedbank’s contributions to the SDGs

Partnership to accelerate development

e Swedbank sees partnershipsacrosssectors, Goal17,as
necessary toaccelerate social developmentin line with
the Global Goals,and in 2018 launched severalinterest-

ing initiatives and collaborations.

Anew initiative called “Nordic CEOs for a sustainable future”
was announced in October 2018 to speed up efforts toreach the
UN’s sustainable development goals. Together with other Nordic
CEOs, Swedbank’s CEO, Birgitte Bonnesen, participatesin the
platform, as part of which Swedbank and the other members have
committed to adapting their business strategies to the Global

Swedbank Sustainability Indicators

Goals and to developing new collaborations to accelerate the
transition a more sustainable society.

In addition, Swedbank Robur CEQ LizaJonson has been given
animportant role asamember of the Agenda 2030 delegation,
whose purpose is to support and encourage Sweden’s implemen-
tation of Agenda 2030. The delegation will draft an action plan for
implementation of Agenda 2030, which beganin 2016 and where
afinal report will be submitted by the delegation to the govern-
mentinMarch 2019. This gives Swedbank an opportunity to
strengthenits social engagement, share knowledge and have
animpact.

IR As part of its commitment to Goal 4 and aim to demon-
!ﬂl strate leadershipin working with the Global Goals,
Swedbank publishes Sustainability Indicators. This pub-

lication creates awareness by measuring the progress in Sweden

Swedbank Global Impact

and the Baltic countries toward achieving Agenda 2030. Swed-
bank’s Sustainability Indicators provide insight on the economy,
saciety, Swedbank’s customers and the bank.

QW Swedbank Robur was the firstin the market tolaunch

N a . o )

L sustainable equity-linked bond fully focused oninvest-
4% ingincompanies that contribute tothe UN's 17 global

goals, Global Impact. Global Impact invests in companies around

the world, including emerging markets, whose businesses con-

tribute to meeting global challenges, such as reducing inequalities

andresolving the climate crisis.

Swedbank issues second green bond

Through Global Impact, customers have the opportunity to
add exposure to companies in the world that already have busi-
nesses that can contribute to the Global Goals and thereby create
abetter future world. Global Impact promotes savings that con-
tribute toa more sustainable world with long-term appreciation
invalue.

TY 3@ By issuing greenbonds, Swedbank
promotesand supports the long-term
development of sustainable infra-

structure solutions. The greenloans that serve as a basis for the
bonds offer clear environmental benefits and promote the transition
toalow-carbon, sustainable economy. The two bonds that were
issued mainly finance sustainable investmentsinreal estate and
renewable energy sources that reduce CO, consumptionin society.

Trainee and labour market initiatives

Inaccordance with Agenda 2030 and the Global Goals, Swed-
bank’s green framework for issuing green bonds promotes Goals
7,9,11,13and 15. The framework is re-evaluated as needed to
keep pace with developmentsinsociety and the market. Asa
result, it may be further refined and include more asset categories
going forward - and thus contribute to more Global Goals.

§ oo Swedbank contributes to Goals 8and 10 of
M E more equal, inclusive and sustainable eco-
L nomic growth. Swedbank has many years of
experience working inclusively with various job initiatives, such

as traineeships, so that more people enter the job market, which
also helps the bank to meet its own talent needs.

Gender equality

Acollaborative initiative called “AJob at Last” with the Swed-
ish PublicEmployment Service isone of many currentinitiatives
where Swedbank combines business and social benefits through
increased integration and diversity. Trainee positions provide for-
eign-born academics access to theright employers andin this way
raise employment in groups that often find themselves outside
today’s job market.

7 Gender equality and diversity are important to Swed-
g‘ bank’s working environment, corporate culture, skills
training and customer service in accordance with Goal
5.Swedbank’s long-term goal is that its employees will largely
reflect the bank’s home markets in terms gender distribution,
age and number of employees with a foreign background.

The goal of gender parity at the highest management level
according to the 40/60 model was introduced backin 2014 and
has since beenimplemented among managers and higher-level
specialists. In the prestigious global Equileap Top 200 ranking on
gender equality in the workplace Swedbank was named the best
inthe Nordic region and ranked number nine out of a total of 3200
companies around the world.
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THE SHARE

Stability and predictability create
value for our shareholders

Low risk in combination with a continued focus on cost efficiency contributed
together with higher lending volumes to a strong result in 2018. This allowed

the Board of Directors to propose, for the seventh consecutive year,
that 75 per cent of profit be distributed to shareholders.

Swedbank’s strategy - to be an available full-service bank with
offerings based on customer needs, high cost efficiency and low
risk - creates stability and predictability for our shareholders.

In2018the returnonequity was 16.1 per cent, compared with
the target of 15 per cent. Together with the bank’s strong capital
postion, thisenables a proposed dividend of SEK 14.20 per share
for the full-year 2018. This marked the seventh consecutive year
that Swedbank maintainsits dividend policy to distribute 75 per
cent of profit.

Swedbank’s share price was unchanged during the year, while
the OMX Nordic Banks index and the OMX 30 Large Cap index fell
23.4percentand 10.7 per centrespectively.

The total return was 6.5 per cent. In total, Swedbank’s market
capitalisation amounted to SEK 220.8bn at year-end 2018, com-
pared with SEK 220.4bn at the end of 2017.

Trading on several markets
Swedbank has one class of share, ordinary shares (A shares),
which have beenlisted on NASDAQ OMX Stockholm's Large Cap
list since 1995. The bank also has an American Depositary Receipt
(ADR) programme, which enables US investors toinvest in Swed-
bank’s share onthe US OTC market via depositary receipts with-
out having toregister with Euroclear or buy SEK.

Swedbank’s shares are trading on a number of different
marketplaces, with Nasdag OMX Stockholm generating the

Swedbank’s share performance compared with indices
Price

highest turnover. On average, Swedbank shares with a value of
SEK 597m were traded per day on Nasdag OMX Stockholm.

Today there are a number of mutual funds and stock indices
for companies that meet sustainability criterias. Two thatinclude
Swedbank are STOXX ESG Leaders and FTSE 4Good. The latter
was created to facilitate investments in companies that demon-
strate globally recognised levels of responsibility. Other examples
can be found on the website under Investor Relations/Swedbank
shares.

Ownership and information

Swedbankhad 1132005 722 sharesinissue at year-end 2018,
of which 40.6 per cent was owned by international investars
and 59.4 per cent by Swedish investors, whereof 8.7 per cent are
individual investors.

Holding of own shares

Swedbank held 15 331 361 of its own shares as of 31 December
2018 tosecure the commitmentsinits performance and share-
based remuneration programmes. Remunerationis paidin the
form of deferred shares with the aim of building long-term
engagement among employees through share ownership. In total,
3044470 shares were transferredin 2018, resultinginadilution
effect of about 0.3 per cent based on the number of outstanding
shares and votes as of 31 December 2017.

Shareholder categories, %
asof 31 December 2018, figuresin brackets referto 2017
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The 2018 AGMresolved to adopt new performance and
share-based remuneration programmes for 2018 and to transfer
ordinary shares under these and previously approved programmes.
The programmes for 2018 are expected toresultin the transfer of
approximately 2.3 million ordinary shares, corresponding to a total
dilution effect of about 0.2 per cent based on the number of out-
standing shares and votesas 31 December 2018.

To continuously adapt the bank’s capital structure to prevail-
ing capital requirements, the Board was authorised by the 2018
AGMtoresolve torepurchase upto 10 per cent of the total num-
ber of shares (including shares repurchased by the securities oper-
ations - see below). The Board was also authorised toissue prom-
issory notes that can be converted to shares. Inearly 2015 and
late 2016 the bank utilised the Board’s mandate and issued prom-
issory notes that can be converted to shares in the event that the
bank’s Tier 1 capital falls below a certain level. The issuance was
part of the capital requirements set by the Swedish Financial
Supervisory Authority.

Inits capacity as a securities institution, Swedbank engagesin
securities operations, including trading in financial instruments on
itsownaccount. Assuch, it needs toacquire its own shares.
Accordingly, the 2018 AGMresolved that the bank, until the 2019

THE SHARE

Largest shareholders, 31 December 2018, by owner group

Share of capital and votes, % 2018
Sparbanksgruppen 105
Folksam 7.0
AlectaPensionsfdrsakring 4.9
AMF-insurance and funds 4.8
Swedbank Robur funds 4.8
Sparbanksstiftelser -not Sparbanksgruppen 3.4
BlackRock 2.6
Vanguard 2.6
Norges Bank 2.1
SEBfunds 2.0
10largest shareholders 447
Total number of shareholders 299211

Source:Modular Finance AB/Euroclear Sweden AB

AGM, may acquire its own shares on an ongoing basis such that
the total holding does not exceed 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 2018 2017 2016 2015 2014
Earnings per share before dilution*? 18.96 17.38 17.60 14.23 1493
Earnings per share before dilution, continuing operations®? 14.24 15.17
Earnings per share after dilution*? 18.89 17.30 17.50 14.13 14.81
Earnings per share after dilution, continuing operations*? 14.14 15.05
Equity pershare 123.0 115.8 116.60 114.40 106.35
Cashdividend per ordinary share 14.20° 13.00 13.20 10.70 1135
P/E 10.5 11.4 125 13.15 13.09
Price/equity per share 1.61 1.65 1.89 1.64 1.84
1)Since the terms to convert the preference shares to ordinary shares are mandatory, the preference shares are included in the calculation of key ratios.
2) Without deducting the preference share dividend. When calculating earnings per share according to IA S 33, the non-cumulative preference share dividend is deducted from profit.

The calculations are specified in Note G19.
3)Board of Directors’ proposal.
Share statistics, A share 2018 2017 2016 2015 2014
High price, SEK 221,70 231.40 229.30 223.90 199.80
Low price, SEK 177,15 194.20 150.80 177.20 165.70
Closing price, 31 Dec.,, SEK 197,75 197.90 220.30 187.10 195.50
Average number of trades per listed day 6733 6090 5413 4869 4907
Average turnover per listed day, SEKm, 597 538 526 564 531
Total market capitalisation, 31 Dec., SEKbn 221 220 245 207 215
ISIN code A share: SE0000242455
1) Turnover datainclude turnover on Nasdaq Stockholm.
Sources:NASDAQ OMX, www.nasdagomxnordic.com
Number of shareholders, 31 December 2018
Size of holding No. of shareholders Holding, %
1-500 251027 83.9
501-1000 26239 8.8
1001-5000 18941 6.3
5001-10000 1369 0.5
10001-15000 371 0.1
15001-20000 215 01
20001— 1049 0.4
Total 299211 100

Source: Euroclear Sweden AB
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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 forinternal
governance and performance measurement as well as for com-
parisons betweenreporting periods. Further information on the
alternative performance measures used in the annual report can
be found on page 186.

Strong result

Profitrose 9 percentto SEK21 162m (19 350). The increase was
due to higher netinterestincome and net commission income as
wellasanincreaseinotherincome. Lower creditimpairments also
contributed positively. The table below shows profit excluding
the gainonthe sales of UCin 2018 and Hemnetin 2017. Adjusted
for these items profitrose 10 per cent. Foreign exchange changes
increased profit by SEK 350m.

Thereturnonequity was 16.1 per cent (15.1) and the cost/
income ratio was 0.38(0.39). Income increased 5 per cent to SEK
44222m (42 203). Foreign exchange effects increased income by
SEK605m.

Netinterestincomeincreased 3 percentto SEK 25 228m
(24 595). Theincrease is mainly due to higher lending volumes, the
large part of whichrelates to Swedish mortgages. Anincreasein
theresolution fund fee of SEK 451m had a negative effect on net
interestincome.

Net commissionincome rose 5 per cent to SEK 12836m
(12 206), mainly because of higher asset management income
asaresult of solid asset price rises. The acquisition of PayExin
the second half of 2017 and higher net card commissions also
contributed positively.

Net gains and losses on financial items rose to SEK2 112m
(1934). Theincreaseis mainly due to animproved result within
Group Treasury as aresult of lower covered bond repurchasing

2018 Full-year

activity and because a portion of loans to the public, which nega-
tively affected theresultin 2017, stopped being recognised at fair
value through profitorloss in connection with the transition to
IFRS 9.

Otherincomeincluding the share of profit or loss of associates
rose to SEK4 046m (3 468), mainly due to higher netinsurance
and achangein the value of Swedbank’s indirect holding in Visa Inc.

Expensesroseto SEK 16 835m (16415),largely due to
increased staff costs following the acquisition of PayEx. Foreign
exchange effectsincreased expenses SEK 236m. Impairment of
intangible assets mainly related to the development of anew data
warehouse and arisk management system amounted to SEK 306m
(175).Impairment of tangible assets amounted to SEK8m (21).

Creditimpairments according toIFRS 9amounted to SEK 521m.
See note G58, page 141, for more information on the transition to
IFRS 9.

The tax expense amounted to SEK 5 374m (4 943), corre-
sponding to an effective taxrate of 20.2 per cent (20.3). The 2018
period was affected by the tax-exempt sale of UC, which resulted
inasimilar gain to the tax-exempt sale of Hemnetin 2017. The
2018 period was also affected by the recalculation of deferred tax
assetsand liabilitiesin light of upcoming reductions in the Swed-
ish corporatetaxratein 2019. The Group’s effective tax rateis
estimated at 19-21 per cent in the medium term.

Good volume growth
Swedbank’s main businessis organised in two product areas:
Group Lending & Payments and Group Savings.

Total lending to the public, excluding repos and lending to the
Swedish National Debt Office, rose SEK 76bn during the year, cor-
responding to growth of 5 per cent. Foreign exchange changes
positively affected lending by SEK 12bn. The lending increase was
mainly due to higher mortgage volumes within Swedish Banking.

2017 Full-year

2018 excl.income 2017 excl.income Profit for the period, SEKm

Income statement, SEKm Full-year uC Full-year Hemnet

Netinterestincome 25228 25228 24595 24595

Net commissionincome 12836 12836 12206 12206 25000

Net gains and losses on financial items 2112 2112 1934 1934 20000

Share of profitorloss of associates 1028 1028 736 736

Otherincome? 3018 2341 2732 2052 15000 —— |

of which UC 677 10000 — || || ||

of which Hemnet 680
Totalincome 44222 43545 42203 41523 e B E B
Total expenses 16835 16835 16 415 16415 0 12 15 6 17 18
Impairments 835 835 1481 1481

Operating profit 26552 25875 24307 23627
Taxexpense 5374 5374 4943 4943 Swedbank’s profitamounted to SEK 21 162m,
Profit for the period attributable to compared with SEK19350m in the previous
the shareholders of Swedbank AB 21162 20485 19350 18670 yearlThein[reaseiS main|y dueto higherin[ome
Returnonequity 16.1 156 151 14.6 and lower creditimpairments.
Cost/Incomeratio 0.38 0.39 0.39 0.40

1)Otherincomein the table above includes theitems Netinsurance and Other income from the Group income statement.
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Increased corporate volumes within Large Corporates & Institu-
tions and broad lending growth in the Baltic countries also con-
tributed totheincrease.

The total number of Swedbank cards inissue at the end of the
year was 8.1 million. Compared witht 2017 the number of cardsin
issue hasrisen 1 per cent.In Sweden 4.3 million Swedbank cards
wereinissue at the end of the year. Compared with 2017 corpo-
rate cardissuancerose4 per cent and private card issuance rose
1 percent. Theincreasein private cards s largely driven by young
people whosign up for new cards. The bank’s many small and mid-
size business customers offer further growth potential in corpo-
rate cardissuance. In the Baltic countries 3.8 million Swedbank
cards wereinissue.

Total deposits rose SEK 73bn to SEK 320bn compared the end
of 2017, corresponding to growth of 9 per cent. The increase was
mainly due toincreased deposit volumes within Swedish and
Baltic Banking. Deposits alsoincreased within Large Corporates
&Institutions, while the volumes attributable to Group Treasury
decreased. FX effects positively affected deposits by SEK 10bn
compared with year-end 2017.

Assets under management by Swedbank Robur decreased
during the year to SEK857bn (871), of which SEK810bn (829)
related to the Swedish fund business and SEK 48bn (43) to the
Baltic business. In Sweden the decrease is mainly due to adecline
inasset values.

Solid asset quality

Credit quality in Swedbank’s lending portfolios remained strong.
For the fullyear 2018 credit impairments amounted to SEK 521m,
according toIFRS 9, corresponding to a credit impairment ratio of
0.03 percent. The share of loansin stage 3 (gross) was 0.67 per
cent. The provision ratio forloansin stage 3 was 34 per cent.

Netinterestincome, SEKm

Net commissionincome, SEKm

BOARD OF DIRECTORS' REPORT
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House prices in Sweden remained stable during the year, after
thedownturnintheendof 2017. Thereis stilluncertainty about
new apartment construction, however, mainly of exclusive prop-
ertiesin metropolitanareas. Further, the number of new residen-
tial projectsis declining despite the structural housing shortagein
Sweden. Residential development represents a limited share of
Swedbank’s total credit portfolio and lending is primarily to large,
established companies with which Swedbank has a long-term
relationship. Therisks in household lending are low and customer
solvency is generally good. Swedbank’s internal rules focus on
long-term customer solvency, which ensures high quality and low
risks for both the customer and the bank.

Strong liquidity position

Funding needs were lower during the year because long-term
funding maturities wereslightly lowerin 2018 compared with
2017.Inaddition, increased deposit volumes funded part of the
new lending. During the year Swedbank issued SEK 117bnin long-
term debt, of which SEK 12bnrelated toissuesin the fourth quar-
ter. Covered bondissues accounted for the majority, at SEK 88bn.
Totalissuance volume for 2019 is expected to remain unchanged
compared with 2018. Maturities for the full-year 2019 amount
nominally to SEK 68bn from the beginning of the year. Issuance
plansare based on future long-term funding maturitiesand are
mainly affected by changes in deposit volumes and lending
growth,and are therefore adjusted over the course of the year.
Outstanding short-term funding, commercial paper and Certifi-
catesof Depositincluded indebt securitiesinissue amounted to
SEK 131bnas of 31 December (SEK 150bn as of 31 December
2017). At the same time, cash and balance with central banks and
Swedish National Debt Office amounted to SEK 173bn (208).

Expenses, SEKm
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M Payment processing
M Asset management Other

Netinterestincomeincreased 3 per cent, to
SEK 25 228m, mainly due toincreased lending
volumes.

mentand cards.

Net commissionincome rose 5 per cent, mainly
duetoincreasedincome from asset manage-

Wstaffcosts MITexpenses
Otherexpenses e Cost/incomeratio

Total expensesrose 3 per centdue toamong
other things higher staff costs after the acquisi-
tion of PayExin the second half of 2017.
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Theliquidity reserve amounted to SEK 317bn (349) as of 31
December. The net stable funding ratio (NSFR) was 111 per cent
(110).

The Group’s LCR, which as of 2018 is measured according to
the European Commission’s Delegated Regulation (EU 2015/61),
was 144 percent(173),and for USD and EUR was 228and 282
percentrespectively.

During the year Moody’s upgraded the long-term deposit and
senior unsecured debt ratings of Swedbank to Aa2 from Aa3. The
upgradereflects Moody’s expectations of the issuance of addi-
tionalloss-absorbing debt that fulfils MREL subordination
requirements. During the year Moody's downgraded Swedbank’s
high-trigger Additional Tier 1 (AT1)rating as aresult of the SFSA’s
decision to move the risk-weight floor for mortgages from Pillar 2
toPillar 1.

Strong capitalisation

Swedbank’s Common Equity Tier 1 capital ratio was 16.3 per cent
on 31 December (24.6 per centon 31 December 2017). This com-
pares with the requirement of 14.6 per cent (21.9). The Common
Equity Tier 1 capital ratioand the capital requirement, expressed
asapercentage, have decreased due to the SFSA's decision to
include the risk weight floor for Swedish mortgages as a basic
capital requirementin Pillar 1, instead of as before, when it was
applied within the overall capital assessmentin Pillar 2. The
changeraised therisk exposure amount (REA) by SEK 208.6bn.

Common Equity Tier 1 capital increased SEK 3.3bnduring the
year to SEK 103.8bn. Profit, after deducting the proposed divi-
dend, positively affected Common Equity Tier 1 capital by SEK
5.0bn. Therevaluation of the estimated pension liability according
tolAS 19reduced Tier 1 capital by approximately SEK 1.5bn.
Swedbank’s leverage ratioon 31 December 2018 was 5.1 per cent
(5.2 percenton 31 December 2017).

In 2018 therisk exposure amount (REA)increased SEK
229.5bn,to SEK637.9bn (SEK 408.4bn on 31 December 2017),
thelarge part of whichis due to the above-mentioned decision by
the SFSA. REA for credit risksincreased SEK 9.4bnin 2018, mainly

Creditimpairmentratio, %

14 15 16 17 18
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driven by increased volumes and FX effects. In connection with
the quarterly review of further risk exposure amountsin accord-
ance with article 3 CRR Swedbank has chosentoincrease REA by
SEK 5.8bn until the bank has updated and implemented a new PD
model for large corporates in the Baltic countries. REA for market
riskincreased SEK 4.3bnin 2018. REA for operational risks
increased SEK 1.3bnin 2018, partly due to achange in the calcula-
tionmethod for PayEx. REA by SEK (CVA)increased SEK 0.1bn.

Other events
On 15 February Swedbank announced that the Bank of Lithuania,
afteraroutine inspection, issued a warning to Swedbank related
todeficienciesininternal control systems, processes and docu-
mentationin the area of money laundering prevention. Swedbank
takes the findings very seriously and has already initiated anum-
ber of actions toimprove internal control systems, ensure rele-
vant customer due diligence data, and improve processes and rou-
tines. Consequently, the deficiencies pointed out by the Bank of
Lithuania have already been partly corrected. A warning s the
lowest level of sanction that the Bank of Lithuania canissue.
Resolutions at the Annual General Meeting on 22 March.
Swedbank’s Annual General Meeting re-elected Bodil Eriksson,
Ulrika Francke, Mats Granryd, Lars Idermark, Bo Johansson, Peter
Norman, Annika Poutiainen, Siv Svensson and Magnus Uggla.
AnnaMossberg was elected as a new member. Lars Idermark was
elected as Chair of the Board of Directors. All the members of the
Board who servedin 2017 or any part thereof, including the Chair
of the Board and the CEO, were granted discharge of liability. The
Annual General Meeting also resolved to:
« Distribute a dividend to the shareholders for fiscal year 2017 of
SEK 13.00 pershare
* Adopt new Articles of Assaciation
« Elect Deloitte ABas auditor for the period until the end of the
2019 Annual General Meeting.
¢ Adopt the income statement and balance sheet as well as the
consolidated income statement and consolidated balance sheet
for the financial year 2017.

Changein Common Equity Tier 1 capital, 2018,
Swedbank consolidated situation, SEKbn
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0On 23 April Swedbank announced aninvestment of EUR 3min the
fintech firm Meniga. Swedbank and Meniga have collaborated
since 2017 toimprove Swedbank’s digital customer experience.
One outcome of this partnershipis that Swedbank’s customers
willeventually be able to engage in a more personalised way with
the bank’sdigital channels and have better control over their daily
finances.

0On 11 June Swedbank announced that Lars Ljungalv, who had
beenHead of Client Coverage and a member of the Group Execu-
tive Committee, had decided toleave the bank.

On 6 July Ola Laurin was appointed head of Large Corporates
&Institutions. Ola Laurin had previously shared the role with
Elisabeth Beskow, who decided to leave the bank.

0On 12 September it was announced that the Annual General
Meeting of Swedbank AB will be held in Stockholm, Thursday 28
March 2019. The Nomination Committee consists of the following
members:

e | ennartHaglund, appointed by the ownergroup Foreningen
Sparbanksintressenter, Chair of the Nomination Committee

* Jens Henriksson, appointed by the ownergroup Folksam

* Ramsay Brufer, appointed by Alecta

¢ Johan Sidenmark, appointed by AMF

 Peter Karlstrom, appointed by the owner-group Sparbanks-
stiftelserna

e L arsldermark, Chair of the Board of Directors of Swedbank AB.

0On 14 December Kerstin Winl6f was appointed the new Head of
Group Savings at Swedbank. Formerly Chief Operating Officer
within Wealth Management and Wholesale Banking at Nordea,
Kerstin will assume her new role by 1 May 2019 and will join
Swedbank’s Group Executive Committee. At that point the
current Head of Group Savings, Bjorn Elfstrand, will begin

BOARD OF DIRECTORS' REPORT
Financial analysis

anew assignment related to the bank’s future business models.
He will report to Birgitte Bonnesen but not be part of the Group
Executive Committee.

Events after 31December 2018

On9January it wasannounced that Board member Annika
Poutiainen had requested to step down from Swedbank’s Board
withimmediate effect. The decisionis a consequence of the fact
that Council for Swedish Financial Reporting Supervision, of
which Annika Poutiainen is Chair, will take over full responsibility
foraccounting supervision in Sweden.

On 22 January Swedbank CEO Birgitte Bonnesen decided to
implement an organisational change within Swedish Banking as
part of the transformation the bankis undergoing. As aresult,
Swedish Banking will be organised according to the following
areas: Sales & Service; Segment Management Private & Small
Corporates; Segment Management Corporates; and Business
Development Lending. Until further notice Birgitte Bonnesen will
take ontherole of Head of the business area. Christer Tragardh,
previously Head of Swedish Banking, will take on arole as Deputy
Group Credit Officer with special responsibility for developing
future-oriented credit processes.

Sustainability report

Swedbank’s sustainability report is prepared in accordance with
the requirements of the Annual Accounts Act (chapter 6, para-
graph 12) on sustainability reporting. The scope is defined on
pages 188and 208.

Swedbank Annual and Sustainability Report 2018
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Swedish Banking

Sweden is Swedbank’s largest market, with around 4 million pri-
vate customersand over 250 000 corporate customers. This
makes Swedbank Sweden’s largest bank by number of customers.
Through our digital channels (Internet Bank and Mabile Bank), the
Telephone Bank and branches, and with the cooperation of the
savings banks and franchisees, we are always available. Swed-
bank is part of the local community. Branch managers have a
strong mandate toactin their local communities. The bank’s pres-
ence and engagement are expressed in various ways. A project
called “Young]obs”, which has created several thousand trainee
positions for young people, has played animportant partinrecent
years. Swedbank has 186 branches Sweden.

Result 2018

Profitincreased 2 percentto SEK 12 765m (12 566), mainly due
to higherincome. Netinterestincomeincreased 2 per cent to SEK
15403m (15 103), mainly because of higher netinterestincome
from the mortgage business thanks to higher volumes. Mortgage
margins were stable in 2018, while increased deposit margins
contributed positively. Corporate lending contributed positively,
mainly driven by higher margins. The effect was partly offset by
volumes transferred to Large Corporates & Institutions. A higher
resolution fund fee compared with 2017 negatively affected net
interestincome. Net commissionincomeincreased 2 per cent to
SEK'7595m (7 481). Theincrease was mainly due to higher asset
managementincome driven by higher valuations for most of
2018. The acquisition of PayEx in the second half of 2017 also
contributed positively. Otherincomeincreased due to a higher
profit from the life insurance business and the acquisition of
PayEx. The gain on the sale of UCis comparable with the previous
year's gainon the Hemnet sale. Total expenses increased slightly,
partly due to the consolidation of PayEx. Staff costs decreased
together with expenses for premises, depreciation and consult-
ants. Creditimpairments of SEK 727m were recognised in the
period,according to IFRS 9, largely related to individually assessed
loansinstage 3.
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Condensed income statement, SEKm 2018 2017
Netinterestincome 15403 15103
Net commissionincome 7595 7481
Net gains and losses on financial items 400 398
Otherincome 2177 1965
Totalincome 25575 24947
Staff costs 3187 3240
Other expenses 5833 5688
Total expenses 9020 8928
Profit before impairments 16555 16019
Impairments 727 493
Operating profit 15828 15526
Tax expense and non-controlling interests 3063 2960
Profit for the year attributable to:

Shareholders in Swedbank AB 12765 12566
Business volumes, SEKbn

Lending! 1188 1150
Deposits* 559 525
Key ratios

Returnonallocated equity, % 20.8 22.5
Cost/incomeratio 0.35 0.36
Creditimpairmentratio?, % 0.06 0.04
Full-time employees 3846 3980

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 3.3 million private customers
and around 300 000 corporate customers. According to surveys,
Swedbank s also the most respected company in the financial
sector. Throughits digital channels (Telephone Bank, Internet
Bank and Mobile Bank) and branches, the bank is always available.
Swedbank is part of the local community. Its local social engage-
mentisexpressedin many ways, with initiatives to promote edu-
cation, entrepreneurship and social welfare. Swedbank has 33
branchesin Estonia, 33inLatviaand 59in Lithuania.

Result 2018

Profitincreased to SEK 4 744m (4 004) due to higherincome and
lower creditimpairments. Foreign exchange effects positively
affected profit by SEK 297m. Netinterest income rose 6 per cent
inlocal currency. The increase was mainly due to higher lending
volumes. Foreign exchange effects positively affected netinter-
estincome by SEK301m. Lending grew 9 per centinlocal cur-
rency. Consumer and corporate lending both grew inall three
Baltic countries. Foreign exchange effects positively affected
lending by SEK 7bn. Depositsincreased 14 per centinlocal cur-
rency. Foreign exchange effects positively affected deposits by
SEK 10bn. Net commissionincome decreased 1 per centin local
currency. Lower asset management income was partly offset by
higherincome from cards and payments processing. Net gains and
losses on financial items increased 16 per centinlocal currency,
mainly due to gains realised on bond holdings. Other income
increased 11 per cent due to higher income from the insurance
business. Total expenses rose 3 per centin local currency. The
increase was due to higher staff costs and expenses for premises.
Creditimpairments according to IFRS 9 amounted to a gain of
SEK208m.
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Baltic Banking

Condensed income statement, SEKm 2018 2017
Netinterestincome 4768 4221
Net commissionincome 2503 2364
Net gains and losses on financial items 272 220
Otherincome 737 621
Totalincome 8280 7426
Staff costs 1003 908
Other expenses 1931 1768
Total expenses 2934 2676
Profit beforeimpairments 5346 4750
Impairments -200 -76
Operating profit 5546 4826
Tax expense and non-controllinginterests 802 822
Profit for the year attributable to:

Shareholders in Swedbank AB 4744 4004
Business volumes, SEKbn

Lending! 170 149
Deposits? 221 185
Key ratios

Returnonallocated equity, % 20.6 19.2
Cost/incomeratio 0.35 0.36
Creditimpairmentratio?, % -0.13 -0.07
Full-time employees 3569 3476

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 customers with revenues above SEK 2 billion and
those whose needs are considered complex due to multinational
operations or a need for advanced financing solutions. They are
alsoresponsible for developing corporate and capital market prod-
ucts forother parts of the bank and the Swedish savings banks.
Large Corporates & Institutions works closely with customers,
whoreceive advice on decisions that create long-term profitabil-
ity and sustainable growth. Large Corporates &Institutions is
represented in Sweden, Norway, Estonia, Latvia, Lithuania, Fin-
land, Luxembourg, China, the US and South Africa.

Result 2018

Profit rose to SEK 3634m (2 659) due toincreased income and
lower creditimpairments compared with 2017. Netinterest
income rose to SEK 3963m (3 545) with a positive impact from
increased lending volumes and margins as well as customer vol-
umes transferred from Swedish Banking. Net commission income
increased to SEK 2 620m (2 348), mainly due to income from
PayEx, which was acquiredin 2017. Lending commissions
increased slightly between years. Net gains and losses on finan-
cialitems decreased to SEK 1 791m (1 854). Value adjustments
toderivatives had a negative effect. Earnings from FX and fixed
income trading contributed positively. Total expenses increased
toSEK 3880m (3 517),due tothe acquisition of PayExin 2017.
Increased variable remuneration and higher IT expenses also
contributed to the increase. Credit impairments amounted to
SEK 13m, according toIFRS S.
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Condensed income statement, SEKm 2018 2017
Netinterestincome 3963 3545
Net commissionincome 2620 2348
Net gains and losses on financial items 1791 1854
Otherincome 158 123
Totalincome 8532 7870
Staff costs 1628 1602
Other expenses 2252 1915
Total expenses 3880 3517
Profit beforeimpairments 4652 4353
Impairments 13 969
Operating profit 4639 3384
Tax expense and non-controlling interests 1005 725
Profit for the year attributable to:

Shareholders in Swedbank AB 3634 2659
Business volumes, SEKbn

Lending! 220 203
Deposits? 140 128
Key ratios

Returnon allocated equity, % 14.3 12.0
Cost/incomeratio 0.45 0.45
Creditimpairmentratio?, % 0.01 0.40
Full-time employees 1256 1266

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



29

BOARD OF DIRECTORS' REPORT
Group functions & Other

Group functions & Other

Group Functions & Other consists of central business support
unitsand the product areas Group Lending & Payments and Group
Savings. The central units serve as strategic and administrative
supportand comprise Accounting & Finance, Communication,
Risk, T, Compliance, Public Affairs,HR and Legal. Group Treasury
isresponsible for the bank’s funding, liquidity and capital planning.
Group Treasury sets the prices on allinternal deposit and loan
flowsin the Group throughinternalinterest rates, where the
mostimportant parameters are maturity, interest fixing period,
currency, and need for liquidity reserves.

Result 2018

Profitdecreased to SEK 19m (121). Group Treasury’s profit fell to
SEK 485m (790). Netinterestincome fell to SEK 1 114m (1 735).
Group Treasury’s netinterestincome fell to SEK 1 153m (1 783),
mainly due to lower repurchasing activity in covered bonds in the
period as well as less favourable terms in short-term international
funding. Net gains and losses on financial items increased to
SEK-353m (-538). Net gains and losses on financial items within
Group Treasury increased to SEK -345m (- 479) due to lower cov-
ered bond repurchases and because some loans to the publicare
nolonger recognised at fair value through profit or loss following
the transition to IFRS 9. Expenses decreased to SEK 1 148m
(1525) because Swedbank reversed SEK 200m of the SEK 300m
restructuringreserve allocatedin the fourth quarter 2017.
Impairment of intangible assets amounted to SEK 306m (35) and
related to the development of a new data warehouse and a risk
management system. Creditimpairments according to IFRS 9
amountedtoagain of SEK 11m.

Condensed income statement, SEKm 2018 2017
Netinterestincome 1114 1735
Net commissionincome 53 -44
Net gains and losses on financial items -353 -538
Otherincome 1168 1038
Totalincome 1982 2191
Staff costs 4466 4195
Other expenses -3318 -2670
Total expenses 1148 1525
Profit before impairments 834 666
Impairments 295 95
Operating profit 539 571
Tax expense and non-controllinginterests 520 450
Profit for the year attributable to:

Shareholders in Swedbank AB 19 121
Full-time employees 6194 5866
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Value creation and trust through
sound corporate governance

Our corporate governance aims to create a sound and effective corporate culture
that fosters trust as well as customer and shareholder value. This requires that our
employees are familiar with and work together to achieve common goals.

Foundation for corporate governance at Swedbank
Good corporate governance, risk management and internal con-
trol are key elements of a successful business and a prerequisite to
maintain the trust of customers, owners, employees, authorities
and other stakeholders. Swedbank defines corporate governance
astherelationship between shareholders, executive manage-
ment, other employees, ather Group companies and other stake-
holders. Ina broader sense, it also encompasses:
e how the vision, purpose and strategy are designed and
communicated
¢ how wellthe values are complied with
* how goals are set and followed up
¢ how remuneration systems are designed
¢ how risksare managed
¢ how futureleaders are encouraged and developed
¢ howacorporate culture that promotes the interests
of customers and builds shareholder valueis created
¢ how transparency is promoted
¢ and how we manage operationsin a sustainable way

The principles of Swedbank’s corporate governance are described
ininternal rules at the board and CEQ level. The principles are
based on external rules and recommendations published by
international bodies as well as Swedbank's internal view of
governance and control.

Theinternal and external rules regulate the delegation of
responsibility for governance, control and monitoring of opera-
tions between the shareholders, the Board of Directors and the
CEO.Nodeviations from the Swedish Code of Corporate Govern-
ance (the Code) or the rules of the stock exchange (NASDAQ OMX
Stockholm) were reportedin 2018.

The governance model describes the delegation of responsibil-
ities within the Group, withrole descriptions designed to create
strong and efficient processes. In accordance with the model,
authority and responsibilities are delegated based on Group-wide
principles. Business decisions are made close to customers, which
places high demands onrisk control and monitoring. Employees
must also abide by the bank’s vision, purpose and values to qualify
for the Group-level remuneration programme.

The Group structure provides a framework for roles, functions
and reporting channels. Swedbank is organised in three business
areas, which are supported by Group Functions and the product
areas Group Savings and Group Lending & Payments, as well as
Digital Banking and Customer Value Management (CVM). The
Group Functions serve as strategic and administrative support,
with responsibility for maintaining effective, uniform standards
and routines. The Compliance and Risk functions are included here
aswell. Group Savings and Group Lending & Payments are respon-
sible for offering competitive products and services and for pro-
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viding business support for employees whointeract with custom-
ers. Digital Banking is responsible for developing and managing
the digital channels and the tools used in customer interactions.
CVMisresponsible for coordinating customer strategies, develop-
ing customer offers and principles, generating insight based on
customer data, and developing and managing campaigns.

The diagramon page 31 shows the formal corporate govern-
ance structure. The number in each box refers to the correspond-
ing sectionin the corporate governance report.

Governance of the bank’s subsidiaries is exercised in most
casesoperationally through the business areas. Board members
of major subsidiaries are appointed through a process where nom-
inees are approved by the bank’s Board.

G The shareholders in corporate governance

The shareholders exercise theirinfluence through active
participationin the resolutions of the general meeting. This
includes resolutions that set the direction for the bank’s
operations. The shareholders also appoint the bank’s Board
of Directors and Auditor.

According to the bank’s Articles of Association, the Annual General
Meeting (AGM) must be held before the end of April, or under special
circumstances not later than 30June. The date and location are
published in Swedbank’s year-end report and on the website. The
notice of the AGMis usually published five weeks in advance in Post
ochInrikes Tidningar (official gazette of Sweden)and on the bank’s
website.Inaddition, an announcement of the notice is placedin
severallarge Swedish dailies.

Swedbank is a Euroclear registered company and its shares are
recorded by Euroclear Sweden AB. All shareholders directly
recorded in the register five weekdays prior to the AGM and who
have notified Swedbankin time are entitled to attend the AGM.
Shareholders may attend in person or by proxy and may be accom-
panied. Registration is permitted by telephone, letter or email. We
encourage shareholders to attend the AGM.

Shareholders wishing to have anitem brought before the AGM
must submit a writtenrequest to the Board not later than seven
weeks prior to the AGM for the item to be included in the notice.
Shareholders with atotal of at least one tenth of the votesin the
bank may request anextraordinary general meeting. The Board
orthe bank’s Auditor can, on their owninitiative, call an extra-
ordinary general meeting as well.

Shareholders’ power of decision

The AGM'sresolutionsinclude:

¢ electionof the Board of Directors and remuneration for
Board members, including for committee work
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Swedbank’s corporate governance structure

External auditors
The AGMelects the
external Auditor, who
isnominated by the
Nomination Committee

5
Internal
Audit
Reviews and evaluates
effectiveness, gover-
nance, risk management
and controlin the Group
andisdirectly subordi-
nate tothe Board of
Directors

8 5
Group
Functions
Supportthe CEO and the
Group's business operations,
create uniformroutines, ensure
governance and monitoringin
the Group, and clarify Swed-
bank's vision and strategies.
Included here are the con-
trol functions Compli-
ance and Risk

\

2

% Nomination
Committee
e The shareholders' gover-
ning body that nominates
Board membersand the
Auditor and proposes
their fees

%
e
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Risk and Capital
Committee
Supports the Board
initsriskmanage-
ment work

Audit

Committee
|dentifies any defi-
cienciesinroutines
and the organisation
interms of gover-
nance, risk manage-

mentand control

1
T e T

7 Business areas

The head of each business areais responsible to the CEO for the
business area’s operations and reports continuously to the CEO

Remuneration
Committee
Monitors, evaluates

and prepares remu- 9 Corporate culture

nerationissues

10

Information
to capital
markets

™

customersand companiesin the
Swedish market

Swedish Banking
Responsible for offerings to private

Large Corporates & Institutions
Responsible for offerings tolarge
companies and financial institutions
aswellas to customers with complex
needs e.g. sophisticated financing
solutions

Baltic Banking
Responsible for offerings to private
customers and companies in Estonia,
LatviaandLithuania

— Elects/appoints

— Informs/reports

Swedbank Annual and Sustainability Report 2018



32

CORPORATE GOVERNANCE REPORT

¢ discharge from liability for Board members and the CEO

e amendmentstothe Articles of Assaciation

* election of the Auditor

¢ adoption of theincome statement and balance sheet

« allocation of the bank’s profit or loss

¢ remuneration principles and guidelines for the CEQ and certain
other seniorexecutives

AGMresolutions are normally decided by vote and require a spe-
cial majority. Swedbank has one class of share, ordinary shares,
also called Ashares. The shares carry one vote each.

Allmaterial for the meetings, as well as the minutes, is made
available on the website in Swedish and English. The general
meetings are held in Swedish and interpreted to English.

Information on Swedbank’s shareholders can be found on the
bank’s website under the heading “Investor relations/Swedbank
shares”.

Annual General Meeting 2018

The 2018 AGM was held in Stockholm on Thursday, 22 March.

Atotalof 1 370 shareholders attended personally or by proxy,

representing about 56 per cent of the votesin the bank.
AllBoard members who were nominated for re-election

exceptone attended the AGM, as did the majority of the Group

Executive Committee and the Chief Auditor.

Among the 2018 AGMresolutions were the following:

¢ adoption of the annual report

« dividend for the 2017 financial year of SEK 13.00 per share

¢ the number of Board members shall be ten. Nine Board
members were re-elected and one new member was elected.
LarsIdermark was elected as the Chair

e theArticles of Association were amended so that the Auditor
canbeelected for less than four years

¢ remuneration to the Board members and the Auditor

¢ repurchase of shares by the securities operations and authori-
sation of the Board to resolve to repurchase additional shares

toadjust the bank’s capital structure to prevailing capital needs

* mandate toissue convertibles that can be converted to shares,
so-called cocos

¢ remuneration guidelines for senior executives

¢ Group-level performance- and share-based remuneration
programme for 2018. As aresult of this and previously
approved programmes, it was resolved to transfer ordinary

shares (or other financial instruments in the bank) to employees

covered by the programmes
« principles for appointing the Nomination Committee
¢ theBoard's members were discharged from liability

e Nomination Committee

The starting point for the Nomination Committee’s work is that

the Board should be composed of members with diversity and
breadthin terms of competence, experience and background.

Gender parity is sought as well. The bank’s operations, stage of
development and future direction are taken into account. While

itisimportant that the Board has the support of shareholders,
italso hastobeindependentinrelation to the bank and execu-
tive management as well as the bank’s major shareholders.
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The 2018 AGM decided on the principles for the appointment of
the Nomination Committee prior to the 2019 AGM. They include
that the committee comprise six members: the Chair of the Board
and representatives of the five largest shareholders (based on
known data onthelast business day in August 2018), on the con-
dition that they wish to appoint a member. Theright to appoint
amember otherwise goes to the next largest shareholder.

Under certain circumstances amember may also represent
a group of shareholders. Swedbank’s Nomination Committee rep-
resents the shareholders, and normally only one person fromthe
Board participates on the committee. If a member leaves the Nom-
ination Committee before its work is completed, the committee
may decide toreplace them with another representative of the
same shareholder or with a person representing the next largest
shareholder that has not already appointed a committee member.
Ifa new shareholder becomes one of the bank’s five largest after
the Nomination Committee has been constituted, the committee
has theright to co-opt amember appointed by that sharehalder.
A co-opted member cannot participate in the Nomination Com-
mittee’s decisions. The Nomination Committee appointsa Chair
fromamong its members, though not the Chair of the Board. The
committee’s mandate extends untila new Nomination Committee
has been constituted. Members of the Nomination Committee are
not remunerated for their work or costs incurred. However, the
Nomination Committee has theright, at the bank’s expense, to
engage arecruitment consultant or other external consultants
asdeemed necessary to fulfil its assignment.

The duties of the Nomination Committee, where applicable, are

to submit proposals for the next AGM on the following:

¢ electionof a Chair of the AGM

¢ number of Board members

e remunerationto Board members elected by the AGM,
including for committee work

¢ remuneration to the Auditor

« electionof the Board members and Chair

¢ electionof the Auditor

 principles for appointing the Nomination Committee

Duringits term the Nomination Committee also:

¢ continuedto create aresource bank of Board candidates

¢ evaluatedthe Board's work (see below) and members’ views of
the bank’s operations (which was done on an individual basis
without the Chair present)

¢ notedthe Chair'sand the CEQ’s views of the bank’s operations
and the challenges it facesin coming years

¢ notedthe Chief Auditor’s view of the bank, the Board and the
executive management

« reviewed competence needs and discussed the Board’s compo-
sitionin view of Swedbank’s strategies, future challenges and
the requirements of the Companies Act

¢ considered the new rules limiting the number of directorships
amember of a bank board may hold

 verified the candidates’ independence

¢ conducted a suitability assessment of the candidates based
on the European Banking Autharity’s guidelines, including an
evaluation of their experience, reputation, conflicts of interest
and suitability in general. The Nomination Committee also
evaluated whether the candidates were able to devote suffi-
cient time to the Board's work

¢ evaluated the collective knowledge and expertise of the Board
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Current composition of the Nomination Committee prior to the
2019AGM (announcedon 12 September 2018).

Member Representing

LennartHaglund, Chair of
Nomination Committee

ownership group Féreningen
Sparbanksintressenter

Jens Henriksson ownership group Folksam

Ramsay Brufer Alecta

Johan Sidenmark AMF

PeterKarlstrom ownership group Sparbanks-

stiftelserna

LarsIdermark, Chair of the Board Swedbank AB

e External Auditor

The external Auditor is anindependent 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 recommenda-
tions. Moreover, the Auditor reviews the administration of the
Board of Directors and the CEQ.

Atthe AGM the Auditor presents the Auditors’ reportand
describes the audit work. The Auditor presented its review and
comments to the Board four timesin 2018.0n one of these occa-
sionsno one from the executive management was present. The
Auditor regularly meets the Chair of the Board, the Chair of the
Audit Committee, the executive management and other operat-
ing managers. The Auditor normally also meets representatives
of the Swedish Financial Supervisory Authority (SFSA) during the
financial year. Swedbank’s interim reports are reviewed by the
Auditor. The sustainability report has been reviewed as well, in
accordance with the definition on page 188. According tothe
Articles of Assaciation, the bank shall have no less than one and
no more thantwo authorised public accountants. Deloitte ABis
the only accounting firm since 2007. The Chief Auditor is Author-
ised Public Accountant Patrick Honeth, who has beenin charge of
auditing duties for Swedbank since 2017. Aside from Swedbank,
he has material auditing assignments with the companies SBAB
and Skandiabanken. Patrick Honeth has no assignments with
other companies that would affect hisindependence as an auditor
of Swedbank. Due to the rules on auditor rotation, the registered
audit firm Deloitte AB could not be re-elected for another four-
year period at the 2018 AGM and instead was re-elected until the
end of the 2019 AGM. Remuneration for the Group’s Auditoris
reportedin note G14. The SFSAis entitled to appoint an auditor of
the bank, but has not done soinseveral years, and did notin 2018.
In addition to the assignment as elected auditor, Deloitte has also
performed audit-related services mainly involving accounting
issues. Assignments closely associated with the audit normally do
not constitute athreat tothe Auditor’sindependence. Other con-
sulting services by the Auditor are, according to the bank’s policy,
performed restrictively. Inaccordance with current rules on audi-
torindependence, all consulting services must be approvedin
advance by the Audit Committee and may not commence until
then. The Audit Committee annually evaluates the Auditor’s
objectivity and independence. The Auditor annually reaffirms his
independencein the audit report.
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o Board of Directors

The Board of Directors has overarching responsibility for
managing Swedbank’s affairsin the interests of the bank and
its shareholders. Thisis done sustainably with a focus on the
customer and sound risk taking to ensure the bank’s long-term
survivalandinstil confidence.

The Board consists of ten members elected by the AGM for one
year.ltalsoincludes two employee representatives and two dep-
utiesinaccordance with special agreements with the Financial
Sector Union of Sweden and Akademikerféreningen. The Board
meets the requirements of the Code with respect to its members’
independence. Allmembers except BoJohansson are considered
independentinrelation to the bank and the executive manage-
ment. Allmembers are considered independent inrelation to the
bank’s major shareholders.

Gender parity onthe Board is encouraged. The current
distributionis 50 per cent women and 50 per cent men.

The 2018 AGM re-elected Ulrika Francke, Lars Idermark,
Siv Svensson, Badil Eriksson, Peter Norman, Mats Granryd, Bo
Johansson, Annika Poutiainen and Magnus Uggla. Anna Mossberg
was elected as a new member. Lars Idermark was elected as Chair.
The CEQ, the CFO and the Company Secretary are not members
of the Board. They attend Board meetings, however, except when
issues are discussed where they could have a vestedinterest or it
isotherwise inappropriate. The deputy employee representatives
normally do not attend Board meetings. The composition of the
Boardis presented on pages 42-45.

The Board’s responsibilities and their delegation

The Board is the highest decision-making body after the AGM, and
the highest executive body. Swedbank’s AGM appoints the bank’s
Board of Directors, which in turn sets the financial goals and strat-
egies; appoints, dismisses and evaluates the CEO; verifies that
effective systemsarein place to monitor and control operations
and thatlaws and regulations are followed; and ensures transpar-
ency and accurate information disclosures.

In addition to appointing the Board, Swedbank’s AGM decides
whether todischarge the Board and CEQ from liability for the
financial period covered in the accounting documents presented
tothe AGM. Thismeans that the 2019 AGM will decide whether
todischarge the Board and CEQ from liability for the financial year
2018. Adischargeis granted if shareholders representing a major-
ity of the votes cast at the AGM support the proposal, provided
that shareholders representing at least one tenth of all sharesin
the bank donot vote against the proposal. If the AGM decides to
discharge from liability, the bank generally may not sue the indi-
vidualsin question for damages. There are certain circumstances,
however, where the bank may still file suit evenif a discharge has
beengrantede.g.if the AGM has not received accurate and mate-
rialinformation, in the annual report orin the auditors’ report or
elsewhere, on the decision or action on which the suitis based or
if the suitis based on a criminal offence. Further, a decision to dis-
charge from liability does not prevent a shareholder fromfiling
suiton their own behalf.

The Board appoints/dismisses the head of Internal Audit and
makes the final decision on the appointment/dismissal of the CFO
and the CRO. Internal Auditis directly subordinate to the Board.
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The Chair of the Board has certain specific responsibilities, which

include the following:

¢ |ead Board meetings and work and encouraging an open and
constructive debate

¢ monitorand evaluate the competence, work and contributions
of individual Board members

¢ oversee the CEO’s work, serve as a sounding board and support,
and monitor that the Board’s decisions and instructions are
implemented

e represent the bank on ownership and otherkey issues

TheBoard’s averarching responsibility cannot be delegated. The
Board has appointed committees, however, to monitor, prepare
and evaluate issues within specific areas for resolution by the
Board. The members of the committees can be changed any time
during the year. The Boardis also able, at the bank’s expense, to
engage outside expertsif necessary to fulfil their assignment or
toobtaininformation on market practices. During the year the
instructions for Board committees were revised in response to
updated guidelines from the European Banking Authority (EBA)
oninternal governance, GL11. Asaconsequence, the delegation
of issues between the Risk and Capital Committee and the Audit
Committee has beenchanged in that all risks are now reported by
the Risk and Capital Committee, except for risks associated with
financial reporting, which are reported by the Audit Committee.
Thedivision of tasks between the Board, the Chair of the
Board and the CEOis determined annually through the Board’s
rules of procedure, the corporate governance policy and the
instruction for the CEQ, among other things. In August 2018an
evaluation of the Board's work was conducted to obtain input on
the Board’s performance. A summary of the results was pre-
sented to the Board and reported to the Nomination Committee.

The Board’s work

In2018 the Board held 16 meetings, 3 of which were by corre-
spondence. Twelve meetings were held in Stockholm/Sundbyberg
and one at Swedbank’s head office in Vilnius. The Board was unan-
imous inits decisions, and no dissenting opinions were noted dur-
ing the year. Each year the Board establishes a work plan where it
decides, based on the processesin the bank as shown in the dia-
gram on the following page, which issues to treat in depth.

Other majorissuesin 2018included:

e thebank’sstrategic plan with underlying strategies

e measurestoimprove customer satisfaction

¢ greater focuson customers and digital channels

¢ cybersecurity

¢ macroeconomic developments and theirimpact on the bank
and its limitsand exposures

e capitalandliquidity issues with an emphasis on the new
capital requirements

¢ implementation of sustainability issues such as anti-corruption
and humanrightsinthe bank’s main processes: fund management,
payments, lending and procurement

e liquidity strategiesand fundingissues

e thecurrentrisk and capital situation, including the Internal
Capital Adequacy Assessment Process (ICAAP) and other
stresstests
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« increased focusoninformation risk, not least due to digitisation
¢ creditdecisions where the total Group credit limit exceeds
SEK 10bnas well as limits for credit risk concentrations
e majorongoing projects within the bank
« competitionand businessintelligence
¢ regulatoryissuessuchas GDPR, PSD2 and Mifid 2

Prior to each Board meeting documents are distributed to the
members through an electronic data room. The Chief Auditor also
has access to the system, which has mail, chat, and voting func-
tions, if needed. In addition, the system shows when the docu-
ments were accessed on anindividual basis. The material from
each meetingis saved electronically, including documents not
attached to the minutes. The minutes from committee meetings
aredistributed to the allBoard members, the CEO, the head of
Internal Audit and the external Auditor.

The following points are usually brought up at every Board
meeting:

¢ minutes from previous meeting

» information onissues dealt with by the Board's committees
¢ reportfromthe Chief Executive Officer

¢ report fromthe Chief Financial Officer

¢ report fromthe Chief Risk Officer

e quarterly reportonInternal Audit's review and any action plans
e strategicissues

» decisionsonspecial cases

¢ training needs

The Board’s competence

The Board held a conference inautumn 2018 focused on the topic
of the financialindustry’s transformation with concrete future
analyses. As a complement, business strategy issues were dis-
cussedin detail. The Board’s training plan for 2018 stressed
cybersecurity and followed up on the implementation of new
rules. Training was provided on insurance distribution as well.
Inaddition, the Chair met shareholders and debt investorsona
number of occasions during the year. This gives the Board deeper
insightinto topical issues being discussed by the bank’s owners
andinvestors at the same time that the Board, through direct
dialogue, gets feedback on the bank’s operations and the direction
itis taking.

New Board members attend the bank’s introductory training,
whichis designed to quickly familiarise them with the organisa-
tion and operations and to help them better understand Swed-
bank’s values and culture. Members are also informed of their legal
responsibility as directors and of their roles on the various com-
mittees. Each year the Board establishes a training plan,and any
further training needs are discussed at every Board meeting.
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@ Risk and Capital Committee @ Remuneration Committee
The Board’s Risk and Capital Committee supports the Board in The Board’'s Remuneration Committee verifies that the bank’s
its work toensure that routines arein place toidentify and define remuneration systems generally conform to effective risk
risksrelating to business activities as well as to measure and management practices and are designed to reduce therisk of
control risk-taking. excessive risk-taking.
Each month the committee receives a special risk report from Remuneration systems must comply with all applicable rules,
Group Risk, whichincludes an assessment of the Group’s risks. such as those of the Code and the SFSA.
Amore detailed description of the Group's risk areas can be found The committee’s chairand members must have the knowledge
innote G3. and experience withrisk analysis necessary toindependently
The CEOis not amember of the committee but normally evaluate the suitability of the bank’s remuneration policy. The
attendsits meetings, as does the CFO. The members of the members must be independentinrelation to the bank and its
committee have special competence and experience working executive management. Since the bank launched its new remu-
withrisks. neration programmein 2011, the Remuneration Committee’s
work has focused on more day-to-day issues. Learn more about
The work of the Risk and Capital Committee alsoincludes: remuneration at Swedbank further downin the corporate gov-
 Internal Capital Adequacy Assessment Process (ICAAP) and ernancereportandinnote G13.
the bank’s capitalisation
¢ thebank’s limitsand exposures, including its largest exposures The work of the Remuneration Committee alsoincludes:
and provisions * salaries, pensions, variable remuneration and other benefits for
¢ stresstestsof various credit portfolios and other analyses of the Group Executive Committee (in accordance with the guide-
the credit portfolios, especially the Swedish mortgage port- lines adopted by the AGM) and the head of Internal Audit
folio’'s composition anditsimportance to the bank’s funding » theBoard's proposal to the AGM regarding remuneration
¢ thesize of the bank’s liquidity portfolio and other liquidity guidelines for senior executives
issues « allocation and evaluation of the bank’s performance- and
¢ funding-relatedissues and strategies, especially with respect share-based remuneration programmes and otherissues
to covered bonds associated with the programmes

¢ Swedbank’s remuneration policy

« decisions pursuant to or deviations from remuneration policies

¢ annualreview and evaluation of the effectiveness of the
remunerationinstructions

¢ preparation and recommendation to the Board on remuneration
toconsultants where total remuneration exceeds SEK 20m

* review toensure that salary differences are not arbitrary

¢ succession planning

Board work 2018

JAN FEB MAR APR MAY JUN JUL AUG SEP oCT NOV DEC
Annual report, Board’s annual Board’s annual
Risk report (Pillar 3) training plan evaluation
Board’s annual

Monthly update - Results

Operational planning, incl principles for annual Internal Capital Adequ-

acy Assessment Process (ICAAP) and variable remuneration process

 Year-endreport, annual Q1 « Operationsrelated *Personnelrelated Q3 « Operationsrelated
reportand Annual *Board'sannual issues issues * Operationsrelated issues
General Meeting training plan « Annual adoption of poli- issues « Performance evalua-
*Board'sannual work plan ciesandinstructions -quarterly report tionand new goals
-quarterly report *Riskreportandrating -reporting from control for CEO
-reporting from control classification functions « Annual planinternal
functions Audit
*Operationsrelated « Internal Capital * Operationsrelated Q2 « Operationsrelated * Study visit
issues Adequacy Assessment issues -quarterly report issues
*QOperatingplan Process (ICAAP) -reporting from *Board'sannual
*Marketand liguidity « Annual liability insur- control functions evaluation
risk limits ance update

Swedbank Annual and Sustainability Report 2018
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@ Audit Committee

The Audit Committee, throughits work and in consultation with
the external Auditor, the head of Internal Audit and the Group
Executive Committee, provides the Board with access toinforma-
tion onthe operations. Its purposeis toidentify any deficiencies
in routines and the organisation in terms of governance, risk
management and contraol.

The Audit Committee’s purpose is to ensure that the bank’s
executive management establishes and maintains effective
routines for internal governance, risk management and contral.
These routines should be designed to provide reasonable assur-
ance with respect toreporting (financial reporting, operational
risk) and compliance (laws, regulations and internal rules) and
ensure the suitability and efficiency of the bank’s administrative
processes and the protection of its assets. The Audit Committee
alsoreviews the work of the internal and external auditors to
ensure that it has been conducted effectively, impartially and
satisfactorily. The committee proposes measures that are decided
on by the Board as needed.

The head of Internal Audit is a co-opted member of the com-
mittee. The majority of the members must be independentin
relationto the bank andits executive management. Atleast one
member must also be independentin relation to the bank’s major
shareholders. At least one member must have special competence
inaccounting or auditing.

The work of the Audit Committee also includes:

* reviewingand evaluating the Group’s financial reporting
process

 responsibility for the quality of the company’s reporting

« responsibility forensuring thatinterim and year-end reports
are audited or reviewed by the external Auditor

¢ meeting the external Auditor on each reporting date

* approving consulting services by the external Auditor that
exceed asetamount

¢ stayinginformed of accounting standards

 evaluating the head of Internal Audit

¢ reviewingandapproving Internal Audit’s budget, instruction
and annual plan

* reviewingInternal Audit’s quarterly reports and suggested
improvements

¢ following up Internal Audit’s annual plan and strategic priorities

¢ following up External Audit’s plan and risks in the financial
reporting
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o Internal control and risk management

The Boardis responsible for ensuring that routines arein place
toidentify and define operational risks and that risk-taking is
measured and monitored. The basis for effective risk manage-
mentis a strong, shared risk culture.

@ Firstline of defence - risk management by business
operations

Swedbank’s business units bear full responsibility for risks that
arise in their operations. Through delegated responsibility, the
organisation can quickly react if problems occur.

Employees of the business units have a good understanding
of their customers and specificinsight into the local market. The
bank’s risk classification tools also serve as support for all business
processes.

@ Second line of defence - independent control functions

The Bank has established central,independent control functions
forrisk and compliance thatactin the business units. The control
functionsidentify, monitor and report onrisk management,
including operational risks and compliance-related risks.

Compliance
Swedbank has anindependent Compliance function led by the
Chief Compliance Officer, who reports directly to the CEO.

Compliance has four main processes:

« plancompliance work based onrisk assessments

¢ monitor operations through one-off and recurring inspections

¢ reporttothe CEO, Boardand other operations onimprovement
areas identified through inspections

» offeradvice and support

The Compliance function’s workiis risk based and thus prioritises
resources toareas with the highest compliance risks. The Compli-
ance Function’s work is governed by the Policy for the Compliance
Function adopted by the Board.

Risk control

Theindependent risk organisation is responsible for identifying,
quantifying, analysing and reporting all risks and for conducting
independent analyses and stress tests of how outside events
impact Swedbank. In addition, the risk organisation provides
expertadvice and serves as an advisor to ensure that decisions
are consistent with the bank’s risk appetite and risk tolerance.
Accordingly, itissuesinternal lending guidelines and lending man-
datesatvariouslevels.

The Board’s Policy on Enterprise Risk Management (ERM)
contains frameworks and describes roles and responsibilities per-
taining torisk management and control. It also contains guidelines
onthesize of the capital buffer maintained as protection against
major economic slowdowns.
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@ Third line of defence - Internal Audit

The purpose of Internal Audit's work is to create improvements
inoperations by evaluating risk management, governance and
internal control.

Internal Auditis directly subordinate to the Board and thus
serves as areview functionindependent of the executive man-
agement.

All of the bank’s activities and Group companies are the pur-
view of Internal Audit, which evaluates whether the executive
management, through theinternal controls and governance
structuresit hasimplemented, has ensured that (1) the controlsin
business operations are effective, (2) risk management processes
are effective, and (3) governance processes and the organisation
are appropriate, functioning and support the purpose of the busi-
ness.Italso works proactively to suggestimprovementsininter-
nal control.

Inits work, Internal Audit follows professional guidelines on
internal audits and the code of ethics of the Institute of Internal
Auditors’ Code of Ethics as established in the International
Professional Practices Framework.

Swedbank’s risk management

CORPORATE GOVERNANCE REPORT

O cco

The President and CEQ is the officer ultimately responsible for
ensuring that the Board'’s strategic direction and other decisions
areimplemented and followed by the business areas and sub-
sidiaries, and that risk management, governance, IT systems,
the organisation and processes are satisfactory. The CEO rep-
resents the bank externally on various matters, leads the work
of the Group Executive Committee and makes decisions after
consulting its members.

The CEOis permitted to delegate duties to subordinates or Group
committees, although ultimate responsibility is retained by the
CEO. The committees do not have any decision-making authority;
instead, decisions are always made by the CEQ. The Board's view
of the CEOQ’s special areas of responsibility is set out in,among
other places, its corporate governance policy and instructions for
the CEQ. The CEQisresponsible for ensuring that the Board's deci-
sions, policies and instructions are followed by the businesses and
that they arereviewed and evaluated annually.

The CEO establishes Group-wide rules oninternal control.
Tosupportinternal control, the CEO has a number of monitoring
units within the Group, primarily Group Finance, Risk and Compli-
ance. Follow-ups are done regularly through written reports and
in-depth reviews 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
page4l.The CEQisalsoresponsible for ensuring that the Group
hasastrategy for competence management.

Swedbank’s risk management is built on a well-established risk process with three lines of defence and clear reporting.

Board of Directors

Risk management (operational)
First line of defence
Own and manage risks

Business and operations (line) Risk
Support function Compliance

Control (operational)
Second line of defence

Establish framewaorks and monitor risks

Evaluation (not operational)
Third line of defence

Evaluate and validate the effect of the
firstand second lines of defence
Internal Audit

Swedbank Annual and Sustainability Report 2018
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Group Executive Committee, other committees and forums
The Group Executive Committee (GEC)is the CEQ’s decision man-
agement forumand consists of 17 members: the Chief Executive
Officer, the Chief Financial Officer, the Chief Risk Officer, the Chief
Credit Officer, the Head of the CEO Office, the Chief Strategy
Officer, the Chief Compliance Officer, the Head of Human
Resources, the Heads of the business areas Swedish Banking,
Baltic Banking and Large Corporates & Institutions, and the Heads
of Group Savings, Group Lending & Payments, Group IT, Digital
Banking, Group Customer Value Management and Strategy Digi-
tal Banking. A large number of the members have direct business
responsibility, and the GEC plays animportant role as a forum for
sharinginformation andideas. The GEC normally meets seven
timesa year.

Inaddition to the GEC, the CEO has established the following
committees: Group Asset Allocation Committee (GAAC), Group
Risk and Compliance Committee (GRCC), Group Executive
Remuneration Committee (GECRemco) and Group Customer and
Investment Committee (GCIC).

GAACand GRCCare led by the CFO and CRO, respectively, who
reportdirectly tothe CEO. One of GAAC's goalsis to consolidate
financial control of capital, liquidity, financing and tax issues as
well as management and governance issues. Similar operational
committees can be foundin each business area. The dialogue
betweenthemand GAAC provides insightinto the bank’s perfor-
mance and contributes to consistent and harmonious governance.
After consulting GRCC's members, the CRO and the CCO submit
their recommendations to the Board and the CEO and support
senior-level managers on central riskand compliance issues. Their
evaluations are based oninformation and reports fromrisk and
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compliance managers as well as operational managers and Inter-
nal Audit. GRCC contributes to the strategic planning of the
Group's risk appetite to ensure harmonisation from a risk perspec-
tive. GECRemco drafts proposals for remuneration systems and
recommends variable remuneration for employees to the Board's
Remuneration Committee. The view is that remuneration should
beindividually based as far as possible to encourage employee per-
formanceinline with Swedbank’s goals, strategy and vision. It also
contributes to sound risk-taking. GCIC ensures that a customer
perspectiveisalways considered in various types of decisions.
GCICplans and prioritises the Group’s IT investments in keeping
with the bank’s strategy.

The CEO has also established a Senior Management Forum
(SMF), composed of senior executivesin the bank, to ensure imple-
mentation and coordination of strategically importantissues.

The CEO evaluates SMF's composition to ensure it has a suitable
combination of competence and experience.

Focus areasin 2018:

¢ Update of Swedbank’s wanted position

¢ Investor meetings

¢ Extended cooperation with the savings banks

¢ Improved customer offer through development of digital
services

¢ Continued|T development and security

¢ Know Your Customer (KYC) and Anti-Money Laundering (AML)

* Adaptationtonew GDPRand PSDZ2 regulations

¢ Partnerships with fintech companies such as Meniga
and Asteria

* Intensified work toincrease customer satisfaction
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o Business areas

An effective operating structureisimportant to the bank’s
governance. The Group structure provides a framework
forvariousroles, functions and reporting channels within
the bank.

The bank’s operations are conducted in three business areas:
Swedish Banking, Baltic Banking and Large Corporates &
Institutions.
The business area managers are directly subordinate to the
CEO. They have overarching responsibility for their operations
and report continuously to the CEQ. The business area managers’
responsibilities are to:
¢ developthebusinessarea’s strategy and business plans and
ensure that they areimplemented and reported to the CEO

e createand maintain reporting and communication channels as
ameans toraise material issues that need to be addressed at
the CEO or Board level. Allthese issues are set outina written
report with recommended actions

¢ ensurethat policiesand instructions are followed within the
businessarea

e customer offering and product development

¢ integrate sustainability in business decisions and procedures

« profitability and financial stability in the business area

¢ monitor, supervise and manage the business area’s assets,
liabilities and profitability

¢ maintainasoundinternal control systemto mitigate, detect
and quickly respond torisks and ensure compliance with laws
andregulations

« effectiveimplementation of the bank’s governance model
within the businessarea

CORPORATE GOVERNANCE REPORT

e Group Functions

The Group Functions’ role is to support the CEO and the Group’s
business operations as well as to create consistent routines,
ensure effective governance and monitoring within the Group,
and clarify Swedbank’s vision and strategy.

The Group Functions are primarily staffs operating across busi-
nessareas and consist of Risk, IT, Compliance, CFO Office (including
Group Treasury and Investor Relations) and CEQ Office (including
Communication, Public Affairs,HR and Legal).

Responsibility for products and product development rests
with the product areas Group Savings and Group Lending &
Payments, while responsibility for developing and managing the
digital channels as well as the tools used in customer interactions
rests with Digital Banking. Respansibility for coordinating
customer strategies. developing customer offers and principles,
generating insight based on customer data, and developing and
managing campaigns rests with CVM.

Among theroles of the Group Functionsis to develop Group-
wide policies and instructions for the Board and CEO to adopt.
Moreover, they propose other Group-wide internal rules, which
are approved by the manager of each Group Function. The Group
Functions are also responsible for monitoring implementation of
internal rules and governance in the Group. The purpose of these
Group-wide rules and processes is to support the CEO and the
Group’s business operations and to clarify Swedbank’s vision,
purpose, values and strategy. Additionally, the Group Functions
create and monitor Group-wide procedures, which serve as sup-
port for the business operations and facilitate a sharing of experi-
ence between the bank’s various markets. They are responsible
for compiling and analysing reports for the CEO and the Board
as well as proposing solutions toissues that require immediate
action within each area and thereby creating an effective solution
tothe problem. The heads of the Group functions have unre-
stricted insight into the business operations in order to fulfil
their obligations.

Swedbank Annual and Sustainability Report 2018
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e Corporate culture based on simplicity,
openness and caring

Employees with clear goals and an understanding of the
bank’s purpose, values and overarching goals are critical
to our success and ensuring satisfied customers.

Swedbank’s operations and values-based corporate culture are
founded on motivated and engaged employees who are attentive
tocustomers’ needs and wants. We work to develop close, long-
term customer relationships built on trust. To create greater value
for customers and meet their expectations, itis critical that the
bank can quickly adapt to prevailing market conditions. Another
prerequisite for creating customer value is competent employees
who meet the demands and reflect the diversity of our customer
base. Diversity and gender equality areimportant to the bank’s
work environment and corporate culture. The workis based ona
central diversity and gender equality plan, and every manager is
graded based on diversity and equality goals as part of their per-
formance. Our managers are responsible for guiding their busi-
nesses toward the bank’s shared goals, supporting employees
intheir development, monitoring performance and fostering a
positive work environment.

The bank’s code of conduct describes how we are expected
toworkand act towards customers, suppliers, competitors and
authorities as well as society at large. On complex issues concern-
ing business ethics and sustainability the Sustainability and Ethics
Council provides guidance for the organisation. Theaimis to
reduce risks and supportimplementation in business decisions
and processes.

Animportant gauge to track performance and ensure that our
employees have the skills they need to achieve the bank’s overarch-
ing goals, purpose and visionis the Performance Development (PD)
process. Toreach ourtargets, itis crucial that employees receive
continuous feedback.
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@ Information to capital markets

Swedbank provides shareholders, analysts, debt investors and
other stakeholders prompt, accurate, consistent and simultane-
ous information on the Group’s operations and financial position.

Transparency fosters an understanding of the financial report-
ing and the decisions that are made, as well as of the industry
asawhole.

Swedbank’s external reports should reflect the progressin
achieving the bank’s goals and priorities as well as otherimportant
changes required to monitor and evaluate the bank’s financial
position. The financial information should also provide insight into
the bank’s track record and current and future development, and
be consistent with the executive management’s and Board's view
of the bank.

The Group’s communication policy, whichisincluded in the
internal control environment, is designed to ensure that Swed-
bank meets the requirements for publicly listed companies. Swed-
bank’sannual reportisdistributed in printed form to those who
requestit. Theannual report, interim reports, year-end reports,
pressreleasesand other relevantinformation on the bank are
available on the website, which is updated continuously.

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
issues, which contains,among other things:
* Swedbank’s Articles of Association
* theNomination Committee’s principles and work
« information on Swedbank’s Annual General Meetings
since 2002
¢ information on remuneration in Swedbank and an evaluation of
the remuneration guidelines for Swedbank’s senior 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 financial reporting
complies with external regulations as well as 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 in the 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). Its purposeis toidentify
risksand key controlsinorder to create a transparent control
environment with clearly defined roles and responsibilities.

Risk analysis: Risk assessment based on essentiality
and complexity
Risk managementisanintegral part of business activities. Every
unit manager has primary responsibility for risk management and
assessmentin their operations andin the financial reporting pro-
cess. Self-assessments of risks and controls are conducted annu-
ally,as are risk and vulnerability analyses in the event of changes.
Risk analysis within the ICFR framework is conducted at the
Group level toidentify and create an understanding of therisksin
financial reporting with regard to both essentiality and complex-
ity. Therisk analysisis then used as a basis for deciding which
areas should be covered by the framewaork.

Control activities: Controls at different levels

Controls are performed at various levels of the bank to ensure reli-
able financial reporting. They are categorised according to the
ICFRframework’s structured controls as follows: Group-level
controls, controls at the process/ transaction level, and general

IT controls.

Toensure the application of control activities, internal rules
arein place with accounting policies, planning and monitoring pro-
cesses, and reporting routines. Swedbank also has a central valua-
tion group to ensure the accurate valuation of assets and liabilities.
Analyses of financial results are presented monthly to Swed-
bank’s executive management.

Information and communication

Group Finance ensures that accounting instructions are updated,
disseminated and available to the reporting units. Policies,
instructions, directives and manuals on financial reporting are
published on Swedbank’sintranet. In addition, national intranets
are updated with national reporting routines to ensure uniform
application of the principles for financial reporting and internal
contraols.

Monitoring

Group Finance regularly monitors financial reporting. Annual
reviews of key controls are also performed for the services that
the bank provides to the savings banks. This resultsinan annual
third party verification, where internal control of these servicesis
evaluated and tested by anindependent party.|CFR controls are
monitored to ensure that the processis reliable. Self-assessments
are performed regularly and the results are reported to Swed-
bank’s CFO and Audit Committee.

2.Risk analysis

ER WG]
activities

1.Control
environment

4.Information and
communication

5.Monitoring
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Board of Directors

Board of Directors

Lars Idermark

Ulrika Francke

Bodil Eriksson

Year of birth

Born 1957
Chairsince 2016, Deputy Chair
2013-2016, Chair2010-2013

Born 1956
Deputy Chair since 2016, Board member
since 2002

Born 1963
Board member since 2016

Shareholdings

Own and closely related parties: 77

Ownand closely related parties: 14 350

Own and closely related parties: 0

in Swedbank*
In Swedbank M Board of Directors, Chair M Board of Directors, Deputy Chair M Board of Directors, member
as M Remuneration Committee, Chair W Remuneration Committee, member W Remuneration Committee, member
M Risk and Capital Committee, member M Risk and Capital Committee, member Attendance:® 14/16m9/9
Attendance: ® 16/16m9/9 m12/13 M Audit Committee, member Total annual fees: 570000 ™ 102 500
Total annual fees: 2540000 Attendance: ™ 16/16 M 8/9m 12/13
W 102500m 230000 m6/6 Bodil Eriksson is the CEO of Volvo Car
Total annual fees: 850000 ™ 102 500 Mobility. She has extensive experience of
In addition to extensive knowledge of the W 230000m 232500 leading positionsin consumer and service
banking world, including from his time at companies. She contributes with broad and
ForeningsSparbanken, Lars Idermark has Ulrika Francke provides expertise inreal solid branding expertise as well as knowl-
experience from a number of other indus- estateand developmentas wellaslong edge and experience of digitised customer
tries, both operational and strategic. As experience from the bank’s board. In her offers.
Chair, he provides continuity and support currentrole as presidentand CEO of one of
toothers participating in the Board's work. Sweden's leading consulting firms, she also
adds knowledge of urban planning.
Board Independentinrelationtothe bank and Independentinrelationtothe bank and Independentinrelationtothe bank and
member’s executivemanagement and independentin executive management and independentin executive management and independentin
independence relation to the bank’s major shareholders. relation to the bank's major shareholders. relation to the bank's major shareholders.
Education Master of Business Administration University studies University studies

Bank specific
experience

Operational: 12 years. Board: 18 years

Board: 24 years

Board: 3years(2016)

Professional

President and CEO, S6dra Skogsdgarna

Full-time working director

Chief Executive, Volvo Cars Mobility

experience Presidentand CEO, PostNord AB  Pres- Presidentand CEO, Tyréns AB « President Executive Vicew President, Volvo Cars
identand CEO, KF/Coop « President, and CEO, SBCSveriges Bostadsrattscen- USA, LLC « Senior Vice President, Volvo Car
APZ2 « Deputy President and CEO, Capio trum AB « Head of Administration, City of Corporation « ExecutiveVice President,
AB ¢ Executive Vice President, Deputy Stockholm ¢ President and CEOQ, Fastighets Apotek Hjdrtat « Senior Vice President,
Presidentand CEO, FéreningsSparbanken ABBrommastaden SCA « Executive Vice President, Axfood
(Swedbank) « CFO and Executive Vice Pres-
ident, Féreningsbanken AB ¢ President and
CEO,LRFHolding AB

Non- Sven Tyréns stiftelse, Board member «

executive Knightec AB, Chair * Vasakronan, Chair *

assignments

1)Holdings as of 31 December 2018
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Hexagon AB, Board member ¢ SIS, Board
member
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Mats Granryd

Bo Johansson

CamillaLinder
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Board of Directors

Born 1962
Board member since 2017

Born 1965
Board member since 2017

Born 1568

Year of birth

Employeerepresentative since 2015 and

deputy since 2013

Own and closely related parties: 0

Own and closely related parties: 3000

Ownand closely related parties: 1 040

Shareholdings

in Swedbank?
M Board of Directors, member M Board of Directors, member M Board of Directors, member, In Swedbank
M Audit Committee, member M Risk and Capital Committee, member employeerepresentative as
Attendance: M 14/16 M 6/6 Attendance: M 15/16 m13/13 Total annual fees: No fees
Total annual fees: 570000 ® 232 500 Total annual fees: 570000 ®m 230000
CamillaLinderisanemployee represent-

Mats Granryd comes from the telecom BoJohansson hasastrong background ative and has long experience in banking,
industry and, through his experience at inthe Swedish savings bank movement and including retail banking.
Ericssonand Tele 2,is used to leading large at Swedbank, where he has worked for a
companiesinaregulated environment. large part of his professional life. Today he

leads asavings bank.
Independentin relationto the bankand BoJohanssonis the CEO of Swedbank Sju- Not applicable. Board
executive management andindependentin hdrad, whichis, according to the Swedish member’s
relation to the bank’s major shareholders. Corporate Governance Code, a company independence

closely related to Swedbank. Thus, Bo

Johanssonisnot considered to beinde-

pendentinrelationto Swedbankand the

bank’s management. BoJohanssonis con-

sidered independentinrelation tothe

bank's major shareholders.
M.Sc.Royal Institute of Technology in M.Sc. Business & Economics Upper secondary school Education

Stockholm

Board: 2 years (2017)

Operational: 28 years
Board: 2 years(2017)

Operational: 24 years

Bank specific
experience

Director General, GSMA

CEO, Swedbank Sjuhdrad AB

Employee, Swedbank AB «

Professional

Presidentand CEQOTele 2 « Senior positions Bank Manager Swedbank ABJdmtland/ Sparbanken Alfa * Féreningssparbanken experience
within Ericsson Harjedalen « Head of Trade Finance, Swed-
bank Markets ¢« Bank Manager Harjedalen ¢
Acting branch manager Sparbanken Sveg
COOR, Chair Finansforbundets koncernklubb Swed- Non-
bank, Chair « SPK, Board member executive

1)Holdings as of 31 December 2018

assignments
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Board of Directors

Roger Ljung

Anna Mossberg

Peter Norman

Year of birth

Born 1967
Employeerepresentative since 2015

Born1972
Board member since 2018

Born 1958
Board membersince 2016

Shareholding*

Own and closely related parties: 0

Ownand closely related parties: 0

Ownand closely related parties: 0

In Swedbank M Board of Directors, member, employee M Board of Directors, member M Board of Directors, member
as representative M Remuneration Committee, member M Risk and Capital Committee, member
Total annual fees: Nofees Attendance: m 10/12M6/6 M Audit Committee, member
Total annual fees: 570000 ™ 102 500 Attendance: ™ 16/16 M 13/13M6/6
RogerLjungisanemployee representative Total annual fees: 570000 m 230000
and has broad experience at Swedbank. AnnaMossberg contributes her experience W 232500
and expertiseindigital change.Shehasa
longbackgroundin the Internet and tele- Peter Normanis aneconomist withan
comindustries, including as Business Area extensive financial background. He has
Manager at Google, and many yearsin vari- previously been Financial Markets Minister
ous seniorroles at Telia and Deutsche Tele- and CEO for the Seventh Public Pension
comAG. Fund and a director at the Riksbank. In addi-
tion, he has twenty years of experiencein
asset managementin leading positions.
Board Not applicable. Independentinrelationtothe bank and Independentinrelation tothe bankand
member’s executive management andindependentin executive management and independentin
independence relation to the bank's major shareholders. relation to the bank's major shareholders.
Education Uppersecondary school Executive MBA, IE University, Spain B.Sc. Economics

Executive MBA, Stanford University, USA
M.Sc., Luled University of Technology

Bank specific
experience

Operational: 32 years

Board: 1year(2018)

Swedbank’s Board: 3 years (2016)
Carnegie Bank's Board: 2 years (2008~
2009)

Professional

Business advisor, Swedbank AB *

Full-time working director

Full-time working director

experience Retail advisor, branch manager, Swedbank Business Area Manager, Google Sverige AB Minister for Financial Markets « CEO, AP7
*MD, Bahnhof AB « SvP, Strategy and Port- < CEO, Alfred Berg Asset Management ¢
folioManagement, Deutsche Telecom AG © Director, Riksbank
Director Internet Services, TeliaAB ¢ Vice
President, Telia International Carrier AB
Non- Finansforbundets férbundsstyrelse, SwissCom AB, Board member Kvartil Asset Management AB, Chair « COIN
executive Board membere Finansforbundets -Investment Consulting Group AB, Chair

assignments

koncernklubb Swedbank, Deputy Chair
* Finans och forsdkringsbranschens
A-kassa, Board member ¢ SPK, Deputy
Chair

1)Holdings as of 31 December 2018
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« Pepins Group AB, Chair « Swedish Trans-
port Agency, Chair « Stockholm Resilience
Center,Board member « Royal Academy of
Music, Stockholm, Board member ¢ Nasdaq
Nordic, Chair
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Annika Poutiainen

Siv Svensson

N A A

CORPORATE GOVERNANCE REPORT
Board of Directors

Magnus Uggla

Born1970
Board member from 30 March 2017 until 9
January 2019

Born 1957
Board membersince 2010

Born 1952
Board member since 2017

Year of birth

Own and closely related parties: 0

Own and closely related parties: 1500

Own and closely related parties: 10 000

Shareholding?®

M Board of Directors, member M Board of Directors, member M Board of Directors, member In Swedbank
M Audit Committee, member M Audit Committee, Chair M Risk and Capital Committee, Chair as
Attendance: M 16/16M6/6 M Risk and Capital Committee, member Attendance: ™ 16/16m13/13
Total annual fees: ® 570000 232500 Attendance: ™ 14/16M6/6 M 12/13 Total annual fees: 570000 ® 410000

Total annual fees: 570 000 W 360000
Annika Poutiainen has worked with com- W 230000 Magnus Ugglahas an extensive back-
pliance monitoring for most of her career, ground from Handelsbanken, including as
including as head of market surveillance at Siv Svensson has a wealth of experience Vice President of Handelsbanken Interna-
NasdaqNordicand the head of aunitat the inbanking and financial services, both tional,Head of Handelsbanken's UK region
Swedish Financial Supervisory Authority. strategicand operational,and contributes and Head of the Stockholm region.

insightinto customer relationship manage-

mentand HRissues as wellasanin-depth

knowledge of Nordic business.
Independentinrelation tothe bank and Independentinrelationtothe bank and Independentinrelationtothe bank and Board
executive managementandindependentin executive management andindependentin executive management andindependentin member’s
relation to the bank’s major shareholders. relation to the bank's major shareholders. relation to the bank's major shareholders. independence
JurKand, Universitet of Helsinkiand B.Sc.International Economics M.Sc. Royal Institue of Technology in Education

LL.M.Banking and Finance,King's College,
London

Stockholm, MBA Stockholm School of
Economics. Stanford Executive Program

Board: 2 years(2017)

Operational: 30 years, Board: 9 years

Operational: 33 years
Board: 2 years(2017)

Bank specific
experience

Self-employed, Alpha Leon AB.

Full-time working director

Full-time working director

Professional

Head of Market Surveillance, Nasdag CEO, Sefina Finance AB « CEQ, Sefina Vice President, Handelsbanken « Axel experience
Nordics ¢ Head of Unit, Swedish Financial Svensk Pantbelaning AB < Executive Vice Johnson AB ¢ Swedish Ministry of Industry
Supervisory Authority « Solicitor at President and Regional Head, Nordea AB « Sveriges Riksbank
Linklaters London Group Controller and Nordic Head of Global

Operation Services, Nordea AB « Group

Controller, Merita Nordbanken AB * Admin-

istrative Head, PK Fondkommission AB
eQ Abp, Board member « Carpe Diem SJAB, Board member « Allba Holding AB, Non-
Foundation, whose missionistorun Board member « Karolinska University executive

Fredrikshovs Slotts Skola AB, Board mem-
ber < NasdaqHelsinki Listing Committee,
Board Member « Ndmnden fér svensk
redovisningstillsyn, Chair

1)Holdings as of 31 December 2018

Hospital, Board member

assignments
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Group Executive Committee

Group Executive Committee

Birgitte Bonnesen

Presidentand CEO

Born 1956. Employed since 1987
Shareholdings in Swedbank:*
13995

Education: MA Economics and
Modern Languages, Executive MBA

Mikael Bjorknert

Chief Strategy Officer

Born 1966. Employedsince 2010
Shareholdings in Swedbank:*
2000

Education: M. Sc. Businessand
Economics

Directorships: NASDAQ Nordic,
Board member ¢ Bankgirot, Chair «
UC,Board member

Bjorn Elfstrand

Head of Group Savings

Born 1964. Employed since 1989
Shareholdings in Swedbank:!
30000

Education: M. Sc. Business and
Economics.

Directorships: Eufiserv Payments
s.c.r.l,Board member
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Head of Group Customer Value

Born 1972.Employed since 1994
Shareholdings in Swedbank:!

Education: BBA Marketing and
Foreign Economy

Lars-Erik Danielsson

Chief Credit Officer
Born 1962. Employed since 1990
Shareholdings in Swedbank:!

Education: Studies in business and

Charlotte Elsnitz

Head of Baltic Banking
Born 1969. Employed since 2007
Shareholdings in Swedbank:*

Education: M.Sc. Business and

=

Girts Bérzins

Head of Strategy Digital Banking
Born1973.Employed 1996-2007
andsince 2011
Shareholdings in Swedbank:*
923

Education: MA Economics

Anders Ekedahl

Head of Group IT

Born 1960.Employed since 1987
Shareholdings in Swedbank:*
19469

Education: M. Sc. Business and
Economics

Ragnar Gustavii

Head of CEO Office

Born 1961.Employedsince 2017
Shareholdings in Swedbank:!
31039

Education: Macroeconomics &
Business Administration, Uppsala
University

1)Holdings as of 31 December 2018
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CeciliaHernqvist

Head of Compliance

Born 1960. Employed since 1990
Shareholdings in Swedbank:!
11525

Education: LL.M.

OlaLaurin

Head of Large Corporates
&lnstitutions

Born 1971.Employed since 2000
Shareholdings in Swedbank:*
4000

Education: M. Sc. Business and
Economics

Carina Strand

Head of HR
Born 1964. Employed since 2017
Shareholdings in Swedbank:'0

1)Holdings as of 31 December 2018
2)Until 22 January 2019

Anders Karlsson

Group Financial Officer (CFO)
Born 1966. Employed since 2010
Shareholdings in Swedbank:*
11389

Education: M. Sc. Businessand
Economics

LottaLovén

Head of Digital Banking

Born 1967.Employed 1986-1999
andsince 2004

Shareholdings in Swedbank:*
2577

Education: Diplomain business
administration

Directorships: Finansiell ID-teknik,
Board member

Christer Tragardh

Head of Swedish Banking?

Born 1963.Employed since 2014
Shareholdings in Swedbank:!
1000

Education: M. Sc. Businessand
Economics, Executive MBA
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Group Executive Committee

Leif Karlsson

Head of Lending & Payments
Born:1966.Employed since 1990
Shareholdings in Swedbank:*
3089
Education: M. Sc. Business and
Economics

Directorships: Bankgirot, Board
member

Helo Meigas

Chief Risk Officer (CRO)

Born 1965. Employed since 2004
Shareholdings in Swedbank:*
20255
Education:M.A.L.D.focusonInter-
national Business Law and Finance
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Disposition of earnings

Proposed disposition of earnings
and statement of the Board of

Directors

In accordance with the balance sheet of Swedbank AB,

SEK 60 180mis at the disposal of the Annual General Meeting:
The Board of Directors recommends that the earnings be
disposed as follows (SEKm):

Acashdividend of SEK 14.20 per ordinary share 15885
Tobe carried forward to next year 44295
Total disposed 60180

The proposed total amounts to be distributed and carried forward
tonext year have been calculatedonall 1 116 674 361 outstand-
ing ordinary shares at 31 December of 2018, plus 1 978610 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 28 March 2019relating 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 955m.

The proposed record day for the dividend is 1 April 2019. The
lastday for trading in Swedbank’s shares with the right to the div-
idendis 28 March 2019. If the Annual General Meeting accepts the
Board's proposal, the dividend is expected to be paid by Euroclear
on4 April 2019. At year-end, the consolidated situation’s total
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capital requirement according to pillar 1 and buffer requirements
by SEK40596m. The surplus in Swedbank AB was SEK 76 595m.
The business conducted in the parent company and the Group
involves norisks beyond what occur and 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 posi-
tion of the parent company and the Group, there can be no assess-
ment other than that the parent company and the Group can con-
tinue their business and that the parent company and the Group
can be expected to meet their liabilities in both the short and long
termand have the ability to make the necessary investments.

Itisthe assessment of the Board of Directors that the size of
the equity, even after the proposed dividend, is reasonable in pro-
portion to the scope of the parent company’s and the Group’s
business and the risks associated with conducting the business.
The assessment of the Board of Directorsis that the proposed
dividend isjustifiable 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 2018t 2017
Interest income 37 045 34494
Negative yield on financial assets -2987 -2 306
Interest income, including negative yield on financial assets 34 058 32188
Interest expense -9600 -8382
Negative yield on financial liabilities 770 789
Interest expense, including negative yield on financial liabilities -8830 -7593
Net interest income G8 25228 24595
Commission income? 18967 17 542
Commission expense -6131 -5336
Net commission income G9 12 836 12 206
Net gains and losses on financial items G10 2112 1934
Net insurance G11 1192 937
Share of profit or loss of associates? G27 1028 736
Other income? G12 1826 1795
Total income 44 222 42 203
Staff costs G13 10284 9945
Other general administrative expenses G14 5865 5870
Depreciation/amortisation of tangible and intangible fixed assets G15 686 600
Total expense 16 835 16 415
Profit before impairment 27 387 25788
Impairment of intangible assets G30 306 175
Impairment of tangible assets G16 8 21
Credit impairment G17 521 1285
Operating profit 26 552 24307
Tax expense? G18 5374 4943
Profit for the year 21178 19 364

Profit for the year attributable to:

Shareholders of Swedbank AB 21162 19 350
Non-controlling interests 16 14
Earnings per share, SEK G19 18.96 17.38
after dilution, SEK G19 18.89 17.30

1) Results from 2018 reflect the adoption of IFRS 9 Financial instruments and 2017 have not been restated. Refer to Note Ge for further information.
2) Presentation of commission income have changed compared to 2017. Refer to Note Ge for further information.
3) Presentation of tax related to associates have changed compared to 2017. Refer to Note G2 for further information.

Interest income on financial assets at amortised cost calculated using the effective interest rate method amounted to SEK 32 023m (28 828).

Profit for the year attributable to shareholders of Swedbank AB increased to covered bond repurchasing activity.

SEK 21 162m (19 350). The increase was due to higher net interest income and net The share of profit or loss of associates increased mainly due to a change in the

commission income as well as an increase in other income. Lower credit impairments value of Swedbank’s indirect holding in Visa Inc C.

also contributed positively. Expenses rose to SEK 16 835m (16 415), largely due to increased staff costs
Net interest income increased 3 per cent to SEK 25 228m (24 595).The increase is following the acquisition of PayEx. Foreign exchange effects increased expenses by

mainly due to higher lending volumes, the large part of which is related to Swedish SEK 236m.

mortgages. An increase in the resolution fund fee of SEK 451m had a negative effect Credit impairments amounted to SEK 521m (1 285).

on net interest income. The tax expense amounted to SEK 5 374m (4 943), corresponding to an effective
Net gains and losses on financial items increased to SEK 2 112m (1 934). The tax rate of 20.2 per cent (20.3).

increase is mainly due to an improved result within Group Treasury as a result of lower-
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Statement of comprehensive income, Group

SEKm Note 2018 2017
Profit for the year reported via income statement 21178 19 364
Items that will not be reclassified to the income statement

Remeasurements of defined benefit pension plans G39 -1806 -1928
Share related to associates, remeasurements of defined benefit pension plans -63 -49
Change in fair value attributable to changes in own credit risk of financial liabilities designated

at fair value through profit or loss G46 22

Income tax G20 361 424
Total -1486 -1553

Items that may be reclassified to the income statement
Exchange rate differences, foreign operations

Gains/losses arising during the year 1870 1077

Reclassification adjustments to income statement, Net gains and losses on financial items 4
Hedging of net investments in foreign operations: Ge9

Gains/losses arising during the year -1474 -732

Reclassification adjustments to income statement, Net gains and losses on financial items 81
Cash flow hedges: G29

Gains/losses arising during the year 421 -76

Reclassification adjustments to income statement, Net gains and losses on financial items -403

Reclassification adjustments to income statement, Net interest income 13
Foreign currency basis risk:

Gains/losses arising during the year -72
Share of other comprehensive income of associates:

Exchange rate differences, foreign operations 36 -80
Income tax: G20

Income tax 297 161

Reclassification adjustments to the income statement, Tax expense -3
Total 675 445
Other comprehensive income for the year net of tax -811 -1108
Total comprehensive income for the year 20367 18 256
Total comprehensive income for the year attributable to:
Shareholders of Swedbank AB 20351 18 242
Non-controlling interests 16 14

1) Results from 2018 reflect the adoption of IFRS 9 Financial instruments and 2017 have not been restated. Refer to Note G2 for further information.
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FINANCIAL STATEMENTS, GROUP

Balance sheet, Group

SEKm Note 2018! 2017 1/1/2017
Assets

Cash and balances with central banks 163161 200371 121 347
Treasury bills and other bills eligible for refinancing with central banks, etc. G21 99579 85903 107571
Loans to credit institutions Ge2e 36 268 30 746 32197
Loans to the public G23 1627 368 1535198 1507 247
Value change of interest hedged item in portfolio hedge 766 789 1482
Bonds and other interest-bearing securities Ge4 53312 59131 74501
Financial assets for which the customers bear the investment risk G25 177 868 180320 160114
Shares and participating interests G26 4921 19850 23897
Investments in associates Ge27 6088 6357 7319
Derivatives Ge28 39665 55680 87811
Intangible assets G30 17118 16329 14279
Tangible assets G31 1966 1955 1864
Current tax assets 2065 1375 1796
Deferred tax assets G18 164 173 160
Other assets G32 13970 14 499 8067
Prepaid expenses and accrued income G33 1813 3960 4551
Total assets 2246092 2212636 2154203

Liabilities and equity

Liabilities

Amounts owed to credit institutions G34 57218 68055 71831
Deposits and borrowings from the public G35 920750 855 609 792 924
Financial liabilities for which the customers bear the investment risk G36 178662 181124 161051
Debt securities in issue G37 804 360 844 204 841673
Short positions securities G38 38333 14 459 11614
Derivatives Ge8 31316 46 200 85589
Current tax liabilities 1788 1980 992
Deferred tax liabilities G18 1576 2182 2438
Pension provisions G39 4979 3200 1406
Insurance provisions G40 1897 1834 1820
Other liabilities and provisions G41 30035 25059 14989
Accrued expenses and prepaid income G42 3385 9650 10917
Subordinated liabilities G43 34184 25508 27 254
Total liabilities 2108483 2079064 2024498
Equity G44

Non-controlling interests 213 200 190
Equity attributable to shareholders of the parent company 137 396 133372 129515
Total equity 137 609 133572 129 705
Total liabilities and equity 2246092 2212636 2154203

1) The balance sheet 2018 reflect the adoption of IFRS 9 Financial instruments and 2017 have not been restated. Refer to Note G for further information.

Total assets have increased by SEK 33bn from 1 January 2018. Assets increased by Treasury bills, bonds and other securities, increased by SEK 8bn. Amounts owed

76bn, mainly due to higher lending to the public, excluding the National Debt Office to credit institutions increased by SEK 11bn. Balance sheet items related to credit

and repos. Swedish mortgages increased by SEK 39bn. The increase was offset by institutions fluctuate over time depending primarily on repos. The market value of
lower cash and balances with central banks, which decreased by SEK 37bn. The de- derivatives decreased on both the asset and liability side, mainly due to movements in
crease is mainly attributable to lower deposits with the US Federal Reserve and central  interest rates and currencies. The decrease of Debt securities in issue was mainly offset
banks in the euro system. Deposits and borrowings from the public, excluding the by repurchased covered bond loans of SEK 54bn.

National Debt Office and repos, rose by a total of SEK 73bn. Interest-bearing securities,
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FINANCIAL STATEMENTS, GROUP

Statement of changes in equity, Group

Non-
controlling Total
Equity attributable to shareholders of Swedbank AB interests equity
Exchange Hedging of
differences, netinvest- Foreign Own
Other con-  subsidiaries mentsin Cash flow currency credit
Share tributed and foreign hedge basis risk Retained
SEKm capital equity® associates operations reserve  reserve reserve earnings Total
Closing balance 31 December 2017 24904 17 275 3602 -2255 28 89818 133372 200 133572
Amendments due to the adoption of IFRS 9 -38 38 -36 -2105 -2141 2 -2139
Opening balance 1 January 2018 24904 17 275 3602 -2255 -10 38 -36 87713 131231 202 131433
Dividends -14517 -14517 -5 -14522
Share based payments to employees 321 321 321
Deferred tax related to share based pay-
ments to employees -9 =9 =)
Current tax related to share based payments
to employees 19 19 19
Total comprehensive income for the year 1906 -1189 14 -57 18 19659 20351 16 20367
of which reported through profit or loss 21162 21162 16 21178
of which reported through other compre-
hensive income, before tax 1906 -1474 18 -72 22 -1869 -1469 -1469
of which income tax reported through
other comprehensive income 285 -4 15 -4 366 658 658
Closing balance 31 December 2018 24904 17 275 5508 -3444 4 -19 -18 93186 137396 213 137609
1) Other contributed equity consists mainly of share premiums.
Non-
controlling Total
Equity attributable to shareholders of Swedbank AB interests equity
Hedging of
Exchange net invest-
Other differences, ments in
Share  contributed subsidiaries and foreign  Cash flow Retained
SEKm capital equity? associates operations hedges earnings Total
Opening balance 1 January 2017 24904 17 275 2601 -1748 77 86406 129515 190 129705
Dividends -14695 -14695 -4 -14699
Share based payments to employees 307 307 307
Deferred tax related to share based payments to
employees -35 -35 -35
Current tax related to share based payments to
employees 38 38 38
Total comprehensive income for the year 1001 -507 -49 17797 18242 14 18256
of which reported through profit or loss 19350 19350 14 19364
of which reported through other comprehensive
income, before tax 1001 -651 -63 -1991 -1704 -1704
of which income tax reported through other
comprehensive income 144 14 438 596 596
Closing balance 31 December 2017 24904 17 275 3602 -2255 28 89818 133372 200 133572

1) Other contributed equity consists mainly of share premiums.
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Statement of cash flow, Group

SEKm Note 2018 2017
Operating activities

Operating profit 26 552 24307
Adjustments for non-cash items in operating activities G48 -2098 -1248
Taxes paid -6531 -3479
Increase/decrease in loans to credit institutions -5257 1819
Increase/decrease in loans to the public -86 339 -26 994
Increase/decrease in holdings of securities for trading 6720 41651
Increase/decrease in deposits and borrowings from the public including retail bonds 56 594 59559
Increase/decrease in amounts owed to credit institutions -12167 -4513
Increase/decrease in other assets 15346 25279
Increase/decrease in other liabilities 33714 -59577
Cash flow from operating activities 27 134 56 804
Investing activities

Business combinations G53 -1268
Business disposals 6
Acquisitions of and contributions to associates -88
Disposal of shares in associates 277 650
Received dividends from associates 354 1544
Acquisition of other fixed assets and strategic financial assets -15321 -504
Disposals of/matured other fixed assets and strategic financial assets 16 361 407
Cash flow from investing activities 1671 747
Financing activities

Issuance of interest-bearing securities G3 116 506 187 220
Redemption of interest-bearing securities G3 -152614 -215173
Issuance of commercial paper G3 1000665 1048804
Redemption of commercial paper G3 -1018910 -985 582
Dividends paid -14522 -14699
Cash flow from financing activities -68875 20570
Cash flow for the year -40070 78121
Cash and cash equivalents at the beginning of the year 200371 121 347
Cash flow for the year -40070 78121
Exchange rate differences on cash and cash equivalents 2860 903
Cash and cash equivalents at end of the year 163 161 200371

Comments on the consolidated 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
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 899m (33 146) and interest
payments of SEK 7 435m (5 376). 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. Strategic financial assets refer to holdings of interest-bearing securities held
to maturity and strategic shareholdings in companies other than subsidiaries and
associates.

OnJune 29, 2018, the associate UC AB was sold. Swedbank received a cash payment
of SEK 206 m. In connection with the divestment, Swedbank also received shares of
7.4 per cent of the Finnish credit information company Asiakastieto Group Plc, which
corresponded to a value of SEK 502m. The recognised capital gain was SEK 677m.
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On January 9, 2017, the shares in the associate Hemnet AB were sold, for SEK 863m.
Swedbank received a cash payment of SEK 650m in 2017 and SEK 71min 2018. The
remaining payment of SEK 142m will be received during the following two years. The
recognised capital gain in 2018 was SEK 11m and SEK 680m in 2017.

On March 23, 2018, the Group acquired 6 per cent of shares in Meniga Ltd for SEK
31m and, on December 19, 14 per cent of shares in Asteria for SEK 6m. In addition, on
December 7, the investment in Minna Technolgies AB (Mina Tjdnster AB) was acquired
for SEK 10m.

During 2018 other tangible assets were acquired for SEK 376m (313) and other
tangible assets were divested for SEK 46m (371). Other acquisitions and divestments/
maturities reported refer to holdings of interest-bearing securities reported in the
business model hold to collect.

On August 15, 2017 the Group acquired all the shares in PayEx Holding AB for SEK

1 268m. During 2017 an additional consideration of SEk 6m was received for the
Norwegian company Swedbank Asset Management AS that was sold in 2016. On

April 4,2017, 15 per cent of shares in Minna Technologies AB (Mina Tjdnster AB) were
acquired for SEK 15m. On June 19, Swedbank initiated the strategic partnership with
Kepler Chevreaux through an acquisition of 6 per cent of the shares for SEK 173m. On
May 3, 2017 a shareholding of 5 per cent was acquired in Nordic Credit Rating AS for
SEK 3m. During 2017, the shares in New Star Financial Inc were divested for SEK 23m
and condominiums were divested for SEK 13m. Capital contributions of SEK 88 m were
paid to BGC Holding AB.

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.
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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 2018 were approved by the Board of Directors and the CEO for
publication on 20 February 2019. 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
adopted by the parent company's Annual General Meeting on 28 March 2019.
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1 BASIS OF ACCOUNTING

The financial reports and the consolidated financial statements are prepared in accord-

ance with the International Financial Reporting Standards (IFRS), as adopted by the EU,

and interpretations of them. The standards are issued by the International Accounting

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 Authority, 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 hedge accounting at fair
value are adjusted for changes in fair value attributable to the hedged risk. Non-mon-
etary items are measured on a historical 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
The following adoption of accounting pronouncements and changes are applied in the
financial reports during 2018.

Financial Instruments (IFRS 9)

On 1 January 2018, the Group adopted IFRS 9 Financial Instruments. IFRS 9 replaces
IAS 39 Financial Instruments: Recognition and Measurement and includes requirements
for recognition, classification and measurement, impairment, derecognition and hedge
accounting. The major changes from IAS 39 relate to classification and measurement,
impairment and hedge accounting. The related accounting policies applied from 1 Janu-
ary 2018 are set out below in the significant accounting policies.

The classification, measurement and impairment requirements were applied retro-
spectively. The hedge accounting requirements were applied prospectively, except for
the retrospective application of the exclusion of the currency basis spread component
from cash flow hedging relationships. As permitted by IFRS 9, the Group did not restate
comparative periods and, accordingly, all comparative period information is presented
in accordance with the accounting policies as set out below in the significant account-
ing policies. Furthermore, new or amended disclosures are presented for the current
period according to IFRS 9, where applicable, while comparative period disclosures
are consistent with those made in the prior year. Adjustments to carrying amounts
of financial assets and liabilities at the date of initial application of 1 January 2018
were recognised in the opening equity in the current period. The adoption impacts are
disclosed in note G58.

Revenue from contracts with customers (IFRS 15)

On 1 January 2018, the Group adopted IFRS 15 Revenue from contracts with custom-
ers. The standard introduces a five-step approach to determine how and when to
recognise revenue, but it does not impact the recognition of income from financial
instruments, insurance contracts or leasing contracts. The standard also establishes
principles for reporting useful information about the nature, amount, timing and un-
certainty of revenue and cash flows arising from contracts with customers. The Group
adopted the requirements using the modified retrospective method, with the effect of
initial application recognised on the date of initial application and without restate-
ment of the comparative periods. The adoption did not have any impact on the Group’s
financial position, results or cash flows.
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Other changes in IFRS and Swedish regulations

Other new or amended IFRSs or interpretations or Swedish regulations which have
been adopted during 2018 have had no or immaterial impact on the Group’s financial
position, results, cash flows or disclosures.

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 that is useful in connection with
financial decisions. The financial statements also indicate the results of executive
management’s administration of the resources entrusted to them. Complete financial
statements consist of the balance sheet, the statement of comprehensive income, the
statement of changes in equity, the cash flow statement and the 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 comprehensive income. The statement of comprehensive income
contains the profit or loss recognised in the income statement as well as the compo-
nents included in other comprehensive income.

Changed presentation of Commission income

From 2018 the Group presents certain revenues from the Savings banks, which

were previously reported as IT services within Other income, in relevant lines within
Commission income in order to better represent the different services provided to the
Savings banks. Restatement of the historical comparative figures has been made to
better illustrate the comparative trends between periods. The change affected the
Commission income and Other income lines, but has not had any impact on the total
profit for the year. The change is presented in note G59.

Changed presentation of accrued interest

From 2018, the Group presents contractually accrued interest on financial assets and
financial liabilities as part of the carrying amount of the related asset or liability in the
balance sheet. Previously, the contractually accrued interest for financial instruments
other than derivatives was presented within Prepaid expenses and accrued income

or Accrued expenses and prepaid income. The balance sheet as of 31 December 2017
adjusted for this changed presentation of accrued interest is presented in note G58.
The balance sheet for comparative periods has not been restated.

Changed presentation of tax relating to associates

From 2018 the Group includes taxes related to associates in the income statement line
Share of profit or loss of associates. Previously the Group presented the associate’s tax
as Tax expense in the income statement and as Income tax in the other comprehensive
income. Comparative figures have been restated to better illustrate the comparative
trends between periods. The change is presented in note G59.

3.2 Consolidated financial statements (IFRS 3, IFRS 10)

The consolidated financial statements comprise the parent company and those enti-
ties (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 power to affect those returns. These entities, subsidiaries, are included in the con-
solidated 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 unit’s identifiable assets, liabilities and contingent
liabilities that satisfy the recognition criteria are recognised and measured at fair value
upon acquisition. The surplus between the cost of the business combination, trans-
ferred 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 compa-
ny’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 holdings in the acquired company should be recognised at fair value or
at the holding’s proportionate share of the acquired subsidiary’s net assets. A subsidi-
ary’s contribution to equity includes only the equity that arises between acquisition
and disposal. All intra-Group transactions and intra-Group gains are eliminated.
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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 inter-
ests, 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
subsequently serves as the cost of the remaining holding in the former subsidiary

for reporting purposes. All amounts related to the divested unit 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 proportionate share
of the amount previously recognised in other comprehensive income is reclassified to
profit or loss.

3.3 Assets and liabilities in foreign currency (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
currency 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
primary economic environment. Transactions in a currency other than the functional
currency (foreign currency) are initially recorded at the exchange rate prevailing at the
transaction day. 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 day. Outstanding forward exchange contracts are translated at closing
day forward rates. All gains and losses on the translation of monetary items, including
the currency component in forward exchange contracts, 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 liabilities in subsidiaries
and associates with a functional currency other than SEK are translated to the presen-
tation currency at the closing day exchange rate. The income statement 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 currency
hedges of investments in foreign operations are also recognised in other comprehen-
sive income, taking into account deferred tax. This is applied when the requirements
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 as-
sociates are divested, cumulative translation differences and exchange rate differences
are recognised in the income statement.

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

3.4A Financial instruments 2018, (IAS 32, IFRS 9)

3.4A.1 General

Financial instruments represent the largest part of the Group’s balance sheet. A
financial 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.

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 clas-
sified on the balance sheet as securities. Financial liabilities where the creditor has a
lower priarity than others are classified on the balance sheet as Subordinated liabilities.

Recognition and derecognition
Financial assets and liabilities are recognised on the balance sheet on the trade day,
which is the date when the Group becomes a party to the instrument’s contractual pro-
visions, with the exception of financial assets measured at amortised cost, which are
recognised on the settlement day.

Financial assets are derecognised when the right to obtain the cash flows from a
financial instrument has expired or has been transferred to another party.
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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
substantially 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 a manner similar to a stand-alone derivative. Derivatives embedded in financial li-
abilities, 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
before the repo expires. 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 received for acquired securities, so-called
reverse repos, are recognised 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 out
are recognised on the trade day as assets pledged, while borrowed securities are not
reported as assets. Securities that are lent out are carried 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 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.

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
recognition (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.
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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&I segment are ex-
cluded from Net interest income and reported as Net gains and losses on financial
items,

The Group holds some financial assets and liabilities at amortised cost with negative
yield, which are presented as separate lines within Net interest income in the income
statement.

3.4A.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 at
fair value through other comprehensive income (managed under the 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 as-
set 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 plus transac-
tion costs that are directly attributable to the issue or 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 financial asset is measured at initial recognition minus repayments of principal, plus
or minus the cumulative amortisation using the effective interest method of any differ-
ence 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 3.4A.3.

Financial assets at fair value through profit or loss

Financial assets classified as measured at fair value through profit or loss are com-
prised of:

« Debt instruments that are mandatorily classified at fair value through profit or loss
« Equity instruments

« Derivative assets that are not designated for hedge accounting

The mandatory classification includes debt instruments in a business model other than
held to collect the contractual cash flows, including those that are held for trading or
that are managed and whose performance is evaluated on a fair value basis. 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 tak-
ing. The mandatory classification also includes debt instruments with contractual cash
flows that are not solely payments of principal and interest.
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Financial assets at fair value through profit or loss are initially recognised and subse-
guently measured at fair value. Transaction costs that are directly attributable to the
issue or 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 observ-
able market data. In all other cases the difference is amortised during the financial
instrument’s remaining maturity.

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 at fair value through profit or loss. Such financial liabilities are recognised on
the trade day at fair value, which is typically the amount borrowed, 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 day 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, with the exception of
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.

3.4A.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, financial guarantee contracts issued and contract assets.

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 support-
able 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.

Swedbank Annual and Sustainability Report 2018

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
lifetime 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 default events that are possible within 12 months after the
reporting date, and consequently 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 mul-
tiplied 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 effectively
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 sce-
narios (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 es-
tablished 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 aninput 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 90 days past due, an exposure is declared in bank-
ruptcy 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 obligations
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 bor-
rower, expected bankruptcy and breaches of financial covenants. The Group has elected
to rebut the presumption that instruments which are S0 days past due are in default
or credit-impaired for instruments in the sovereign and financial institutions exposure
classes only.

An instrument is no longer considered to be in default or credit-impaired when all
overdue amounts are repaid, there is sufficient evidence to demonstrate that there is a
significant reduction in the risk of non-payment of future cash flows and there are no
other indicators of credit-impairment.
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Determining a significant increase in credit risk since initial recognition

The Group assesses changes in credit risk using a combination of individual and collec-
tive 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 prob-
abilities of default for initial recognition dates prior to the adoption of IFRS 9 would not
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
guantitative 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 aloan is modified and derecognised, the date of the modification is the initial
recognition date of the new loan for credit impairment purposes, including the as-
sessment 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 in Stage 3 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
represents only the changes in the lifetime expected credit losses from the initial rec-
ognition 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
recognised as credit impairments.
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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 repre-
sent the amount before the utilisation of any previous provisions. Any subsequent
recoveries of write-offs or impairment provisions are recognised as gains within Credit
impairments.

3.4A.4 Hedge accounting (IFRS 9, IAS 39)

Fair value hedges (IFRS 9)

Hedge accounting at fair value 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
quantity of both the hedged item and the hedging instrument actually used.

Portfolio fair value hedges (IAS 39)

Portfolio hedge accounting at fair value 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 currency swap, the Group
excludes the foreign currency basis spread from the hedging relationship. The changes
in fair value of the currency swap are recognised in other comprehensive income;
however the changes related to the effective portion of the hedge 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 accu-
mulated 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
quantity of both the hedged item and the hedging instrument actually used.
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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-day exchange rate.
The portion of the exchange rate result from hedging instruments that are effective
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.

3.4B Financial instruments, 2017 (IAS 32, IAS 39)

3.4B.1 General

A large part of the Group’s balance sheet items represent financial instruments. A
financial instrument is any contract which 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 obliga-
tion to deliver cash or another financial asset is an example of a financial liability.
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 prior-
ity than others are classified on the balance sheet as Subordinated liabilities. A deriva-
tive is a financial instrument that is distinguished by the fact that its value changes,
for example, due to exchange rates, interest rates or share prices, it requires little or no
initial net investment and it is settled on a future date. Contractually accrued interest
regarding financial instruments other than derivatives is recognised on separate lines
as prepaid or accrued income or expenses in the balance sheet.

Recognition and derecognition
Financial assets and financial liabilities are recognised on the balance sheet on the
trade day, which is the date when the Group becomes a party to the instrument’s
contractual provisions, with the exception of loans and receivables at amortised cost,
which are recognised on the settlement day. Financial assets are derecognised when
the right to obtain the cash flows from a financial instrument has expired or has been
transferred to another party.

Financial liabilities are removed from the balance sheet 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 includes a non-
derivative host contract, with the effect that some of the cash flows varies in a manner
similar to a stand-alone derivative. An embedded derivative is separated from the host
contract and recognised separately within derivatives on the balance sheet when its
financial features are not closely related to the host contract, provided that the com-
bined financial instrument is not recognised at fair value in the income statement.

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
before the repo expires. 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 a pledged asset. The proceeds received for acquired securities, so-called
reverse repos, are recognised 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 day as assets pledged, while borrowed securities are not
reported as assets. Securities that are lent are carried in the same way as other secu-
rity holdings of the same type. In cases where borrowed securities are sold, so-called
short-selling, an amount corresponding to the fair value of the securities is recognised
within Other liabilities on the balance sheet.
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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
simultaneously realise the asset and settle the liability.

Presentation of negative yield
The Group holds some financial assets and liabilities with negative yields, which are
presented as separate lines within Net interest income in the income statement.

3.4B.2 Classification and measurement

The Group’s financial instruments are divided into the following valuation categories:
« financial instruments at fair value through profit or loss,

« loans and receivables,

« held-to-maturity investments, and

« other financial liabilities.

Certain individual holdings of insignificant value have been classified in the valuation
category available-for-sale. All financial instruments are initially recognised at fair
value. The best evidence of fair value at initial recognition is the transaction price.

For financial instruments that are not subsequently measured at fair value through
profit or loss, supplementary entries are also made for additions or deductions of
direct transaction expenses to acquire or issue the financial instrument. Subsequent
measurement of financial instruments depends on the valuation category to which the
financial instrument is attributed. Notes to items in the balance sheet with financial in-
struments indicate how the carrying amount is divided between valuation categories.

Valuation category, fair value through profit or loss

Financial instruments at fair value through profit or loss comprise instruments held for
trading and all derivatives, excluding those designated for hedge accounting. Financial
instruments held for trading are acquired for the purpose of selling or repurchasing

in the near term or are part of a portfolio for which there is evidence of a pattern of
short-term profit-taking. In the notes to the balance sheet, these financial instruments
are classified at fair value through profit or loss, trading. This category also includes
other financial instruments that upon initial recognition have irrevocably been desig-
nated as at fair value, the so-called fair value option. The option to irrevocably measure
financial instruments at fair value is used in the Group for individual portfolios of loans,
securities in issue and deposits, when the instruments, together with derivatives, es-
sentially eliminate the portfolio’s aggregate interest rate risk. Typically these financial
instruments have a fixed contractual interest rate. The fair value option is used to
eliminate the accounting volatility that would otherwise arise because of the different
measurement principles that are normally used for derivatives compared with other
financial instruments. Financial liabilities in insurance operations, where the customer
bears the investment risk, are categorised in the same way when corresponding assets
are also measured at fair value. The Group has chosen to categorise holdings of shares
and participating interests that are not associates or intended for trading at fair value
through profit or loss, since they are managed and evaluated based on fair value. In
the notes to the balance sheet, these financial instruments are classified at fair value
through profit or loss, other.

The fair value of financial instruments is determined based on quoted prices on ac-
tive 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 on active markets for similar instru-
ments or quoted prices for identical instruments on 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 state-
ment only when the valuation model entirely has been based on observable market
data. In all other cases the difference is amortised during the financial instrument’s
remaining maturity. For loans measured at fair value where observable market data on
the credit margin are not available at the time of measurement, the credit margin for
the most recent transaction with the same counterparty is used. Changes in fair value
and share dividends are recognised through profit or loss in Net gains and losses on
financial items. Changes in value owing to changes in exchange rates are recognised
as changes in exchange rates in the same profit or loss item. Changes in the value of fi-
nancial liabilities owing to changes in the Group’s credit worthiness are also recognised
separately when they arise. Decreases in value attributable to debtor insolvency are
attributed to credit impairments.
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Valuation category, loans and receivables

Loans to credit institutions and the public, categorised as loans and receivables, are
recognised on the balance sheet on the settlement day. Loans are initially recognised
at fair value and subsequently measured at amortised cost. Fair value is normally the
loan amount paid out less fees received and any costs that constitute an integral part
of the return. The interest rate that produces the loan'vxs fair value at initial recogni-
tion as a result of the calculation of the present value of future payments is considered
the effective interest rate. The loan’s amortised cost is calculated by discounting the
remaining future payments by the effective interest rate. Interest income includes
interest payments received and changes in a loan’s amortised cost during the period,
which produces a consistent return over the life of a loan, the effective interest rate.
On the closing day, it is determined whether there is objective evidence to indicate an
impairment need for a loan or group of loans. If, after the loan is initially recognised,
one or more events have occurred that negatively impact the estimated future cash
flows, and the impact can be estimated reliably, impairment is made. The impairment is
calculated as the difference between the loan’s carrying amount and the present value
of estimated future cash flows, discounted by the loan’s original effective interest
rate. The Group determines first whether there is objective evidence for impairment of
each individual loan. Loans for which such evidence is lacking are included in portfolios
with similar credit risk characteristics. These portfolios are subsequently measured

for impairment on a collective basis, in the event that objective evidence of impair-
ment exists. Any impairment is calculated for the portfolio as a whole. Homogenous
groups of loans with limited value and similar credit risk that have been individually
identified as having objective evidence of impairment are measured individually based
on the loss risk in the portfolio as a whole. If the impairment decreases in subsequent
periods, previously recognised impairment losses are reversed. However, loans are
never recognised at a value higher than what the amortised cost would have been if
the write-down had not occurred. Loan impairments are recognised in profit or loss

as credit impairments. Credit impairments include provisions for individually impaired
loans, portfolio provisions and write-offs of impaired loans. Write-offs are recognised
as credit impairments when the amount of loss is ultimately determined and represent
the amount before the utilisation of any previous provisions. Provisions utilised in
connection with write-offs are recognised on a separate line within credit impair-
ments. Repayments of write-offs and recovery of provisions are recognised within
credit impairments. The carrying amount of loans is the amortised cost less write-offs
and provisions. Individual provisions and portfolio provisions are recognised in a
separate provision account in the balance sheet, while write-offs reduce the amount of
outstanding loans. Provisions for assumed losses on guarantees and other contingent
liabilities are recognised on the liability side. Impaired loans are those for which it is
likely that payment will not be received in accordance with the contract terms. A loan is
not impaired if there is collateral that covers the principal, unpaid interest and any late
fees by a satisfactory margin.

Valuation category, held-to-maturity

Certain financial assets are categorised as held-to-maturity investments where
Swedbank has an intention to hold them until the maturity date. Such instruments
have fixed maturities, are not derivatives and are quoted on an active market. These
investments are initially recognised on their trade day at fair value, which is normally
the amount paid less fees received, with the addition for costs that are directly attrib-
utable to the acqusition of the asset. Subsequently the financial assets are valued at
amortised cost less any impairment, in the same way as for loans and receivables.

Reclassification of financial assets

Financial assets, excluding derivatives, which no longer meet the criteria for trading,
may be reclassified from the valuation category financial instruments at fair value,
provided that rare circumstances exist. A reclassification to the valuation category
Held-to-maturity investments also requires an intention and ability to hold the invest-
ment until maturity. The fair value of the assets at the time of reclassification is consid-
ered to be their acquisition cost.

Valuation category, other financial liabilities

Financial liabilities that are not recognised as financial instruments at fair value
through profit or loss are initially recognised on the trade day at fair value, which is
normally the amount borrowed less fees paid, with the addition for costs that are di-
rectly attributable to the acqusition of the liability. Subsequently the financial liabilities
are valued at amortised cost. Amortised cost is calculated in the same way as for loans
and receivables.
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3.4B.3 Hedge accounting (IAS 39)

Hedge accounting at fair value

Hedge accounting at fair value is applied in certain cases when the interest rate
exposure in a recognised financial asset or financial liability or loan portfolios is hedged
with derivatives. Where hedge accounting is applied, the hedged risk in the hedged
instrument or the hedged portfolio is also measured at fair value. The value of the
hedsged 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. The value of the hedged risk in an individual fi-
nancial 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 hedging instrument, the
derivative, 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 has been formally designated 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 value of the hedged risk.

Cash flow hedges

Derivative transactions are sometimes entered into to hedge the exposure to variations in
future cash flows resulting from changes in interest - and exchange rates. These hedges
can be recognised as cash flow hedges, whereby the effective portion of the change in the
value of the derivative, the hedging instrument, is recognised directly in other comprehen-
sive income. Any ineffective portion is recognised through profit or loss in Net gains and
losses on financial items. When future cash flows lead to the recognition of a financial
asset or a financial liability, any gains or losses on the hedging instrument are eliminated
from other comprehensive income and recognised in profit or loss in the same periods that
the hedged item affects profit or loss. In order to apply hedge accounting, the hedge has
been formally designated and documented. The hedge’s effectiveness must be measur-
ablein a reliable way and must be proven to remain very effective, both prospectively and
retrospectively, in offsetting changes in value of the hedged risk.

Hedging of net investments in foreign operations

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-day exchange rate.
The portion of the exchange rate result from hedging instruments that are effective

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 has been formally designated 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 value of the hedged risk.

3.5 Leases (IAS 17)

The Group’s leasing operations consist of finance leases and are therefore recognised
as loans and receivables. The carrying amount corresponds to the present 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 in-
come. Consequently, lease payments received are recognised in part in profit 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. In a finance lease, the
economic risks and benefits associated with ownership of an asset are essentially
transferred from the lessor to the lessee. The Group acts both as the lessor and the les-
see for operating leases, which are those leases where the lessor bears the economic
risks and benefits. Lease payments where the Group acts as lessee are expensed
linearly over the lease term.

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 associate’s net assets. Goodwill attributable to
the associate or the joint venture is included in the carrying amount of the participat-
ing interests and is not amortised.

Swedbank Annual and Sustainability Report 2018




62

NOTES, GROUP

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 de-
termine 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 state-
ment, together with any impairment, is recognised on a separate line. The associates’
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 ac-
cumulated 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
impairment indications exist. Useful lives and amortisation methods are reassessed
and adapted when needed in connection with each closing day. 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.

3.8 Tangible assets (IAS 2, IAS 16)

For protection of claims

Tangible assets acquired or recovered to protect claims are recognised as inventory,
provided they do not relate to investment properties. Inventories are measured at the
lower of cost and net realisable value. The cost includes all expenses for purchasing,
manufacturing and to otherwise bring the goods to their current location and condi-
tion. The net realisable value represents the amount that is expected to be realised
froma 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 Borrowing costs (IAS 23)

Borrowing costs are capitalised when they are directly attributable to the purchase,
construction or production of a qualified asset. Borrowing costs refer to interest and
other costs that arise in obtaining a loan. A qualified asset is one that takes consider-
able time to finish and is intended for use or sale, such as intangible assets or property,
plant and equipment. Other borrowing costs are expensed in the period in which they
arise.

3.10 Provisions (IAS 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 likely 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 organi-
sational changes which may require the payment of employee severance for early
termination or branches to be shut down. For a provision to be recognised, a restruc-
turing 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.
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3.11 Pensions (IAS 19)

The Group’s post-employment benefits, which consist of pension obligations, are
classified as either defined contribution plans or defined benefit plans. In defined
contribution 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 classified as defined benefit plans. Premiums for defined contribution plans are ex-
pensed 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 taken
into account. The calculation is made according to the Projected Unit Credit Method
and also comprises payroll 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 provision. 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.

3.12 Insurance contracts (IFRS 4)

In the financial statements, insurance policies refer to policies where significant
insurance 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
recognised as financial instruments in the balance sheet line Financial liabilities where
the customers bear the investment risk. For insurance policies with significant insur-
ance risk, actuarial provisions are allocated corresponding to pledged obligations. In the
income statement, premiums received and provisions are reported as Net insurance.

3.13 Net commission and other income (IFRS 15, IAS 18)
3.13A Net commission and other income 2018 (IFRS 15)
Revenues from contracts with customers consist primarily of service related fees and
are reported as Commission income, including Asset Management, Cards and Payment
processing, or as Other income, including IT services. Such revenues are recognised
when a performance obligation is satisfied, which is when control of the products or
services are transferred to the customer. The revenues typically reflect the considera-
tion which is expected to be received in exchange for those products or services. Where
the consideration includes a variable component, for example due to discounts, refunds
or performance-based elements, revenue is only recognised when it is highly probable
that a significant reversal in the amount will not occur. The total consideration is
allocated to each performance obligation and is dependent on whether the perfor-
mance obligations are satisfied at a point in time or accrued over a period of time. The
Group recognises unbilled receivables for performance obligations which have been
satisfied but not invoiced and contract liabilities for short-term advances received but
where the performance obligation has not yet been satisfied.

Commission expenses are transaction dependent and are directly related to the
transactions for which income is recognised in Commission income.

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 ser-
vice line or a significant business conducted within a geographical area. Other income
also includes capital gains and losses on the sale of tangible assets.

3.13B Revenues, 2017 (IAS 18)

The principles of revenue recognition for financial instruments are described in section
3.4B.2 Classification and measurement. Interest income and interest expense on finan-
cial instruments calculated according to the effective interest method are recognised
as Net interest income, with the exception of interest income and interest expense on
financial instruments and related interests that are classified as held for trading within
the Large Corporates & Institutions (“LC&I") segment which are reported as Net gains
and losses on financial items. Changes in fair value and dividends on shares in the
valuation category financial instruments at fair value through profit or loss, as well as
changes in the exchange rates between functional and other currencies are recognised
in Net gains and losses on financial items.
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Service fees are recognised as income when the services are rendered as Commis-

sion income or Other income. Commission income includes payment processing, asset
management and brokerage commissions. Commission expenses are transaction-
dependent and are directly related to the transactions for which income is recognised
in Commission income. 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 vesting 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 judgments of how many shares it expects
to be vested based on the non market based vesting terms. Any deviation from the
original judgment 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 correspond-
ing 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 at-
tributable 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 attributable 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 day and recognised to the extent it is likely on each
closing day 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.
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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 comprehensive income
or equity.

3.17 Non-current assets held for sale and discontinued operations (IFRS 5)

A non-current asset (or a disposal group) is classified as held for sale if its carrying
amount will be recovered primarily through a sale. The asset (or disposal group) must
be available for immediate sale in its current condition. It must be highly probable
that a sale will take place and a finalised sale should be expected within one year.
Subsidiaries acquired exclusively for resale are recognised as discontinued operations.
Non-current assets held for sale are reported on a separate line in the balance sheet
and measured at the lower of the carrying amount and fair value less costs to sell. Li-
abilities related to non-current assets are also recognised on a separate line in the bal-
ance sheet. The profit or loss from discontinued operations is recognised on a separate
line in the income statement after the result for continuing operations.

3.18 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.

3.19 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.
Operating 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 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 account-
ing 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 operating segment
based on the capital adequacy rules and estimated utilised capital.

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

4 CRITICAL ACCOUNTING JUDGMENTS AND ESTIMATES

The presentation of consolidated financial statements in conformity with IFRS requires
the executive management to make judgments, assumptions and estimates that affect
the recognised amounts for assets, liabilities and disclosures of contingent assets and
liabilities as of the closing day as well as recognised income and expenses during the
report period. The executive management continuously evaluates these judgments
and estimates, 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 judgments
and assumptions on previous experience and several other factors that are considered
reasonable under the circumstances. Actual results may deviate from judgments 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 accord-
ance 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
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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
entities 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 1239bn (130) are recognised as Financial assets for which
the customer bears the investment risk and the corresponding liabilities of SEK 129bn
(130) 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
liabilities corresponding to SEK 44bn (56) 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
financial 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
offsetting risk positions. For any open net pasitions, bid or sell prices are applied as ap-
propriate, 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
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
management 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 quoted 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
valuation models that are generally accepted and are subject to independent

risk control.

When financial instruments are measured at fair value according to valuation mod-
els, 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 similar
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
assumptions amounted to SEK 1 266m (475), of which SEK 1 264m 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
volatility 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 trig-
gered 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 14 011m. The unrecognised deferred tax liability amounted to
SEK 2 802m (2 636).
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Provisions for credit impairments

The implementation of IFRS 9 resulted in a change in the estimates and assumptions
related to credit impairment provisions. Conseguently, the estimates and assumptions
used for 2018 and 2017 are presented separately.

2018

Credit impairment provisions that 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 forward-
looking information requires significant judgment, both in terms of the scenarios to be
applied and ensuring that only relevant forward-looking information is considered in
the calculation of expected credit losses. An analysis of the sensitivity of credit impair-
ment provisions in relation to significant increase in credit risk assumptions is found on
page 67 and in relation to the forward-looking macroeconomic scenarios is found on
page 68.

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
possible 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 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
provisions. The change in credit impairment provisions recognised in the income state-
ment in relation to individually assessed loans is SEK 832m.

The Group has not made changes in the estimation technigues or significant
assumptions made during the reporting period. The modelled inputs (probability
of default, loss given default, exposure at default) are reviewed regularly in light of
differences between loss estimates and actual loss experience, but given that IFRS 9
requirements have only just been applied, there has been little time available to make
these comparisons. Therefore, the underlying models and their calibration, including
how they react to forward-looking economic conditions, remain subject to review and
refinement.

2017

Loans and receivables measured at amortised cost are tested if loss events have
occurred. Individual loans are tested initially, followed by groups of loans with similar
credit terms and which are not identified individually. A loss event refers to an event
that occurred after the loan was paid out and which has a negative effect on projected
future cash flows. Determining loss events for a group of loans carries greater
uncertainty, since a number of different events, such as macroeconomic factors, may
have had an impact. Loss events include late or non-payments, concessions granted
due to the borrower’s financial difficulties, bankruptcy or other financial restructures,
and local economic developments linked to non-payments, such as an increase in
unemployment or decreases in real estate or commodity prices. Where a loss event has
occurred, individual loans are classified as impaired loans. The executive manage-
ment considers that loans whose terms have been significantly changed due to the
borrower’s economic difficulties and loans that have been non-performing for more
than 90 days should automatically be treated as impaired. Such a loan is not considered
impaired if there is collateral which covers the capital, accrued and future interest

and fees by a satisfactory margin. When a loss event has occurred, a determination is
made when in the future the loan’s cash flows will be received and the estimated size.
For impaired loans, interest is not considered to be received, only capital or portions
thereof. For groups of loans, estimates are based on historical values and experience-
based adjustments to the current situation. Provisions for impaired loans are made on
the difference between estimated value, i.e. estimated future cash flows discounted
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by the loan’s original effective interest rate, and amortised cost. Amortised cost refers
to contractual cash flows discounted by the loan’s original effective interest rate. As-
sumptions about when in time a cash flow will be received as well as its size determine
the size of the provisions. Decisions on provisions are therefore based on various cal-
culations and the executive management’s assumptions of current market conditions.
The executive management is of the opinion that provision estimates are important
because of their significant size as well as the complexity of making these estimates.
The Group'’s total provisions for credit impairments amounted to SEK 3 886m at year-
end 2017. An overall decrease in borrowers’ payment ability of an additional 10 per
cent would have increased provisions by SEK 388m.

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
calculation 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 gener-
ating 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
assumptions, or portions of the assumptions, are based on external sources. Neverthe-
less, a large part of the calculation is dependent on the executive management’s own
assumptions. The executive management considers the assumptions to be significant
to the Group’s results and financial position. The Group'’s goodwill amounted to

SEK 13 549m (13 100) at year-end, of which SEK 10 413m (9 964) relates to the
investment in the Baltic banking operations. The executive management’s assumptions
in the calculation of value in use as of year-end 2018 did not lead to any impairment
losses. Until 2001, 60 per cent of the Baltic banking operations had been acquired. In
2005 the remaining 40 per cent was acquired. The majority, or SEK 11 2016m (10 723)
of the goodwill before impairments arose through the acquisition of the remaining
non-controlling interest and at the time corresponded to 40 per cent of the operation’s
total value. If the discount rate had been increased by one percentage point or the
growth assumption had been reduced by one percentage point, it would not have cre-
ated any impairment losses for the investments in the Baltic 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 G38. 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 2018
an expense of SEK 1 806m (1 928) 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 2.42 per cent as per
year end 2018 compared to 2.56 per cent last year end. The inflation assumption was
1.92 per cent compared with 1.95 per cent last year end. The changed assumptions
represent SEK 579m of the expense in other comprehensive income. In addition, SEK
526m was added as a result of actual outcome and a higher assumption for future
salary increases. The fair value of plan assets decreased during 2018 by SEK 701m. In
total, the obligation for defined benefit pension plans exceeded the fair value of plan
assets by SEK 4 979m compared with SEK 3 200m at the last year end.
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5 NEW STANDARDS AND INTERPRETATIONS

5.1 Standards issued but not yet adopted

The International Accounting Standards Board (IASB) and IFRS Interpretations Com-
mittee (IFRIC) have issued the following standards, amendments to standards and
interpretations that apply in or after 2019. 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 2018 annual report.

Leases (IFRS 16)

IFRS 16 replaces IAS 17 Leases and sets out the principles for the recognition, measu-
rement, presentation and disclosure of leases. The standard was approved by the EU in
November 2017, for application to the financial year beginning on 1 January 2019. The
new standard significantly changes the way lessee entities should account for leases.
For lessees, the standard eliminates the distinction between finance and operating
leases and requires entities to recognise right-of-use assets and lease liabilities arising
from most leases on the balance sheet. In the income statement general administra-
tive expenses will be replaced by depreciation of the right-of-use asset and interest
expenses on the lease liability. For lessors, the requirements remain largely unchanged
and maintain the distinction between finance and operating leases.

The Group will account for the transition to IFRS 16 requirements according to the
modified retrospective approach, which means adoption from 1 January 2019 with no
restatement of the comparative periods. For all leases classified as operating leases
under IAS 17 and where the Group acts as lessee, a lease liability and a right-
of-use asset will be recognised in the balance sheet. The lease liabilities will at transi-
tion be initially measured at the present value of the remaining lease payments,
discounted using the incremental borrowing rate at the date of initial application, 1
January 2019. The right-of-use assets will be initially recognised at the value of the
corresponding lease liability, adjusted for any prepaid or accrued lease payments. The
Group plans to apply certain exemptions afforded by the standard, namely that leases
with a term ending within 12 months of the initial application date and leases for
which the underlying asset is of low value will be recognised as expenses. The Group
does not expect any significant changes where the Group acts as lessor.

The impacts of adopting IFRS 16 is that Tangible assets, corresponding to the right-
of-use assets, will increase by SEK 4.2bn and Other financial liabilities, corresponding
to the lease liabilities, will increase by SEK 4.1bn. The adoption will not have an impact
on equity. The increase in the balance sheet for the right-of-use assets will result in an
increase in risk exposure amount of SEK 4.2bn and a decrease in the Common Equity
Tier 1 ratio by 0.11 percentage paints.

Insurance (IFRS 17)

IFRS 17 was issued in May 2017 and is applicable from 1 January 2021, with an
expected deferral to 1 January 2022. The standard has not yet been approved by the
EU. The new standard establishes principles for recognition, presentation, measure-
ment 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 premiums and pay out for claims, benefits and expenses plus expected
profit for providing insurance coverage. The impacts on the Group’s financial reports
are still being assessed by the Group.

Other changes in IFRS and Swedish regulations

Other new or amended IFRSs or interpretations or Swedish regulations issued and not
yet adopted are not expected to have a significant impact on the Group’s financial posi-
tion, results, cash flows or disclosures.
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Swedbank defines risk as a potentially negative impact on the Group’s value that

can arise due to current internal processes or future internal or external events. The
concept of risk includes the probability that an event will occur and the impact that this
event would have on the Group's earnings, equity or value. The Board of Directors has
adopted an Enterprise Risk Management (ERM) policy depicting the risk framework, risk
management process, and roles and responsibilities for risk management. Swedbank
continuously identifies the risks generated in its operations and has designed a process
to manage them.

The risk management process includes eight steps: prevent risks, identify risks,
guantify risks, analyse risks, suggest measures, control and monitor, report risks, and,
lastly, follow-up on risk management. The process encompasses all types of risk and
also results in a description of Swedbank’s risk profile, which in turn serves as the basis
of the internal capital adequacy assessment process.

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

The capital adeguacy assessment process evaluates capital needs based on Swed-
bank’s aggregate risk level and business strategy as decided upon. 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.

Risk Description

Credit risk The risk that a counterparty, the borrower, fails to meet
contractual obligations to Swedbank and the risk that pledged
collateral will not cover the claim. Credit risk also includes
counterparty risk, concentration risk and foreign exchange (FX)
settlement risk.

Market risk The risk that the Group’s results, equity or value will decrease
due to changes in risk factors in financial markets. Market risk
includes interest rate risk, currency risk, share price risk, com-
modity risk and risks from changes in volatilities or

correlations.

Liquidity risk The risk that Swedbank cannot fulfil its payment commitments

at maturity or when they fall due.

Operational risk The risk of losses resulting from inadequate or failed internal
processes or procedures, human errors, erroneous systems
or external events. The definition includes legal risk and

information risk.

Insurance risk The risk of a change in value due to a deviation between actual

insurance costs and anticipated insurance costs.

Other risks Include business risk, pension risk, strategic risk, reputational

risk, and environmental and sustainability risk.

Credit risks

DEFINITION

Credit risk refers to the risk that a counterparty or a borrower will fail to meet its
contractual obligations towards Swedbank and the risk that pledged collateral will not
cover the claim.

Credit risk also includes counterparty risk, concentration risk and foreign exchange
(FX) settlement risk. Counterparty risk is the risk that a counterparty in a trading
transaction will not meet its financial obligations towards Swedbank and that the
collateral received will not be enough to cover the claim against the counterparty. In
this context, trading transactions refer to repos, derivatives and security financing
transactions. Concentration risk comprises, among other things, large exposures or
concentrations in the credit portfolio to specific counterparties, sectors or geographies.

Foreign exchange (FX) settlement risk is the risk that a counterparty fails to meet
its obligations as Swedbank has already fulfilled its agreement at the time of the
executed transaction (delivery/payment).

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-
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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 the help from system support or by a credit committee. The business unit has

full liability regardless of who makes the ultimate decision, including responsibility for
internal credit control. The duality principle serves as guidance for credit and credit risk
management throughout the Group. The principle is reflected in the independent credit
organisation, 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 risk classification system is a central part of the credit process and comprises
operating and decision-making processes for lending, credit monitoring, and quanti-
fication 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. 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 comprehensive 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..

Risk measurement

Swedbank’s internal risk classification system is the basis for:

* Risk assessment and credit decisions

« Calculating risk-adjusted returns (including RAROC)

« Credit impairment provisions

« Monitoring and managing credit risks (including migrations)

 Reporting credit risks to the Board, CEO and Group Executive Management
« Developing credit strategies and associated risk management activities

« Calculating capital requirements and capital allocation

Risk class is assessed and assigned as part of each credit decision. The risk class also af-
fects 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. The risk classification is also a key part of the monitoring of individual credit
exposures.

Swedbank has received approval from the Swedish Financial Supervisory Authority
to apply the IRB approach to calculate the major part of the capital requirement for
credit risks. The bank applies the IRB approach to the majority of its lending to the pub-
lic, with the exception of lending to sovereigns. For exposures where the IRB approach
is not applied, the standardised approach is adopted instead.

The goal of the risk classification is to predict defaults within one year. It is ex-
pressed on a scale of 23 classes, where O represents the highest risk and 21 represents
the lowest risk of default, with one class for defaulted loans. The table below describes
the Group's risk classification and how it relates to the theoretical probability of default
(PD) within 12 months as well as an indicative rating from Standard & Poor’s. Of the
total IRB-assessed exposures, 82 per cent (82) fall in the risk classes 13-21, invest-
ment grade, where the risk of default is considered low. Of the exposures, 53 per cent
(53) have been assigned a risk grade of 18 or higher, which corresponds to a rating of A
from the major rating agencies. The exposures relate to the consolidated situation.

Risk grade according to IRB methodology
Indicative rating

Internal rating PD (%) Standard & Poor’s
Low risk 13-21 <05 BBB- to AAA
Normal risk 9-12 0.5-2.0 BB- to BB+
Augmented risk 6-8 2.0-5.7 B+
High risk 0-5 >5.7 CtoB
Default Default 100 D

To ensure the most accurate internal rating possible, various risk classification models
have been developed. There are primarily two types of models; one is based on statisti-
cal methods, requiring access to a large amount of information on counterparties and
sufficient information regarding counterparties that have entered into default. In cases
where statistical methods are not applied, models are created where the evaluation
criteria are based on expert opinions.

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
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are evaluated to ensure that they work well in daily credit operations. The models
normally produce a likelihood of default over a one-year horizon.

Measurement of expected credit losses

From 1 January 2018, the Group adopted IFRS 9 and measures credit impairment
provisions using an expected credit loss approach. 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 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.

The portfolios for estimating expected credit losses are segmented according to the
same segmatation that is applied for regulatory purposes, with shared risk characteris-
tics. This is based on homogeneous sub-segments of the total credit portfolio, such as
country, business area, or product group.

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 respectively,

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 mod-
els and historic default rates are used to generate the PD term structure covering the
lifetime of financial assets. The developed PD models are segmented based on shared
risk characteristics such as obligor type, country, product group and industry segment,
and are used to derive both the 12-month and lifetime PDs. Segment and country
specific credit cycle indexes are forecasted given different macroeconomic 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 estimates.
Consequently a worsening of an economic outlook or an increase in the probability 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 migrat-
ing 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 col-
lateral, 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.

Significant increase in credit risk - loans with initial recognition before 1 January 2018
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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 payments,
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 consist-
ent 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). For credit cards, the expected behavioural life, is determined using prod-
uct-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 on page 58. The table below shows

the guantitative thresholds, namely changes in 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
downgrade 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 5 to 7 grades from initial recognition is considered significant.
These limits 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. Internal risk grades are
assigned according to the risk management framework and the significance of changes
was determined by expert credit judgement, based on historical rating migrations.

The Group has performed a sensitivity analysis on how credit impairment provisions
would change if the 12-month PD thresholds applied were increased or decreased by
1 rating grade. A threshold lower by 1 grade would increase the number of loans that
have migrated from Stage 1 to Stage 2 and also increase the estimated credit impair-
ment provisions. A threshold higher by 1 grade would have the opposite effect. The
table below discloses the impacts of this sensitivity analysis on the 31 December 2018
credit impairment provisions.

Financial instruments originated on or after 1 January 2018 are excluded from the
sensitivity analysis due to that the impact of changing lifetime PD thresholds in the
assessment of significant increase in credit risk on those loans is insignificant due to a
short period since origination.

Impairment provision impact of

Recognised  Share of total portfolio

Increase Decrease credit impairment (%) in terms of gross

Internal risk rating grade PD band at initial Threshold, rating in threshold in threshold provisions carrying amount
at initial recognition recognition downgrade® 23 by 1 grade by 1 grade 31 December 2018 31 December 2018
13-21 <0.5% 3-8 grades -8% 12% 904 52%

9-12 0.5-2.0% 1-5 grades -10% 13% 793 11%

6-8 2.0-5.7% 1-3 grades -8% 6% 212 4%

0-5 >5.7% and <100% 1-2 grades -2% 0% 193 1%

-8% 11% 2102 69%

Financial instruments subject to the low credit risk exemption 5 10%

Stage 3 financial instruments 3902 1%

Financial instruments with initial recognition after 1 January 2018 424 21%

Total provisions* 6433 100%

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) Of which provisions for off-balance exposures are SEK 407m.
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Incorporation of forward-looking macroeconomic scenarios
Forward-looking information is incorporated into both the assessment of significant
increase in credit risk and calculation of expected credit losses.

From analyses of historical data, the Group’s risk management function has identi-
fied and reflected in the models relevant macroeconomic variables that contribute to
credit risk and losses for different portfolios based on geography, borrower, and prod-
uct type. The most highly correlated variables are GDP growth, housing and property
prices, unemployment, oil prices and interest rates. Swedbank continuously monitors
the global macroeconomic environment, 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 macroeconomic forecasts consider internal and external 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 correspond-
ing to the bank’s budget scenario and alternative scenarios reflecting more positive as
well as more negative outlook are developed accordingly. The Group considers at least
three scenarios when estimating expected credit losses, which are incorporated into
the PD and LGD inputs for model-based expected credit losses.

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 oc-
curring 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 probability of occurring.

The following table presents the credit impairment provisions as at 31 December
2018 that would result from only the downside and only upside scenarios, which are
considered reasonably possible.

Credit Difference from the
impairment recognised prob-
provisions ability- weighted

resulting from credit impairment

Business area Scenario the scenario provisions, %
Swedish Banking  Downside scenario 2076 13%
Upside scenario 1424 -22%
Baltic Banking Downside scenario 884 35%
Upside scenario 563 -14%
LC&I Downside scenario 5657 43%
Upside scenario 2512 -36%
Group? Downside scenario 8617 34%
Upside scenario 4499 -30%

1) including Group Functions & Other

Credit-impaired assets

Credit-impaired assets are those where it is unlikely that payments will be received in
accordance with the contractual terms and there is a risk that the bank will not receive
full payment. The criteria for defining credit-impaired are disclosed on page 58.

The Group estimates expected credit losses on significant credit-impaired exposures
individually and without the use of modelled inputs. Significant exposures are those
where the borrower’s or limit group’s total credit limit of the borrower is SEK 50m or
higher. The credit impairment provisions for these exposures are established 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. 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 guality 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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IFRS 9 vs 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 9. The main differences are summarised in the table below:

Regulatory capital IFRS 9

PD * Fixed 1-year default horizon e 12-month PD for Stage 1 and
« Through-the-cycle, based on a lifetime PD for Stages 2 and 3
long-run average « Point-in-time, based on the
« Conservative calibration based current position in the econo-
on backward-looking informa- mic cycle
tion including data from « Incorporation of forward-loo-
downturns king information

* No conservative add-ons

LGD « Downturn adjusted collateral *Point-in-time, based on the cur-
values and through-the -cycle rent position in the cycle
calibration « Adjusted to incorporate for-

« All workout costs included ward-looking information

« Internal workout costs excluded

* Recoveries discounted using the
instrument specific effective
interest rate

EAD  1-year outcome period « EAD over the expected lifetime

« Credit conversion factor, of instruments
with downturn adjustment, * Point-in-time credit conversion
applied to off-balance sheet factor applied to off-balance
instruments sheet instruments

* Prepayments taken into
account

Expected « Not applicable « Early repayment behaviour

lifetime in portfolios with longer
maturities but predominant
prepayments, e.g. mortgages.

« Estimating maturities for cer-
tain revolving credit facilities,
such as credit cards.

Discounting  * No discounting, except in LGD  Expected credit losses dis-
models counted to the reporting date,

using the instrument specific
effective interest rate

Significant < Not applicable * Relative measure of increase in

increase in credit risk since initial recognition
credit risk « |dentification of significance

thresholds
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Maximum credit risk exposure

NOTES, GROUP

The following table presents the Group’s maximum credit risk exposure, before taking account of any collateral held, by geography and type of counterparty (for loans to the public
- type of collateral). For financial assets recognised on the balance sheet, the maximum exposure to credit risk equals their carrying amount; for financial guarantees and similar
contracts granted, it is the maximum amount that would have to be paid if the guarantees were called upon. For loan commitments and other credit-related commitments, it is

generally the full amount of the committed facilities.

Geographical distribution 2018

Note Sweden Estonia Latvia Lithuania Norway Denmark Finland USA Other Total
Assets
Cash and balances with central banks 4595 23197 21885 37108 795 61 49222 26228 70 163161
Treasury bills and other bills eligible for
refinancing with central banks G2l 93637 776 1746 1797 572 1051 99579
Swedish central bank
Governments 88830 776 1746 1797 572 1051 94772
Municipalities 4806 4806
Other 1 1
Loans to credit institutions Ge2 31696 2601 1038 1619 55 11 146 -896 36 268
Banks 14 489 2601 1038 1619 54 11 146 -2310 17 646
Other credit institutions 17116 1415 18530
Repurchase agreements, banks* -1 1
Repurchase agreements, other credit
institutions* 92 92
Loans to the public Ge3 1384167 79819 34827 54501 53010 3137 13268 1992 2647 1627368
Swedish National Debt Office 10152 10152
Repurchase agreements, Swedish
National Debt Office? 2436 2436
Repurchase agreements, other publict 34265 3013 37278
Real Estate Residential 942278 34668 14772 29264 1402 1022384
Real Estate Commercial 160146 18091 7940 9265 3362 1339 200143
Guarantees 29282 2614 541 1331 371 207 538 858 35742
Received cash 8015 223 437 519 33 9227
Other collateral 118337 14777 7099 8840 8106 369 211 157739
Unsecured? 79255 9446 4038 5282 38125 27 13061 1243 1789 152 266
Bonds and other interest-bearing
securities Ge4 36048 43 30 65 5186 1088 4102 2212 4538 53312
Mortgage institutions 26 545 26 545
Banks 1760 10 4143 283 1228 2175 1853 11452
Other financial companies 3833 8 11 130 3982
Non-financial companies 3910 25 30 65 1043 805 2874 26 2555 11333
Derivatives Ge8 13530 166 35 81 3110 1160 1445 211 19926 39665
Other financial assets G32,G33 9030 659 738 384 2417 2 378 24 257 13889
Contingent liabilities and commitments
Guarantees 32796 2595 980 1725 5067 147 476 5490 79 49355
Commitments 209712 9229 7479 9857 24 264 16191 1269 338 278339
Total 1815211 118309 67787 107086 95701 6167 85093 37571 28010 2360935
% of total 77 5 3 5 4 0 4 2 1 100
1) Fair value of received securities in repurchase agreements covers the carrying amount of the repurchase agreements.
2) "Unsecured” Includes both unsecured lending and the unsecured share of the loans where collateral does not cover the exposure in full.
Loans to the public! in Stage 3 by collateral type
Real Estate Residential 832 166 229 473 1700
Real Estate Commercial 324 93 10 132 112 671
Guarantees 268 22 3 1 294
Received cash 9 3 6 12 30
Other collateral 444 160 18 56 3351 119 72 4220
Unsecured? 203 22 35 37 230 527

1) Loans to the public excluding the Swedish National Debt Office and repurchase agreements.
2) “Unsecured” Includes both unsecured lending and the unsecured share of the loans where collateral does not cover the exposure in full.
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Derivatives, netting gains and collateral held 2018

Sweden Estonia Latvia  Lithuania Norway Denmark Finland USA Other Total
Positive fair value of contracts, balance sheet 13530 166 85 81 3110 1160 1445 211 19926 39665
Netting agreements, related amount not offset in
the balance sheet 3748 851 747 1038 150 10141 16676
Credit exposure, after offset of netting
agreements 9782 166 35 81 2259 414 407 60 9785 22989
Collateral held! 296 396 11 4 1 955 1664
Net credit exposures after collateral held 9485 166 35 81 1863 403 403 60 8829 21325

1) Collateral consists of 91.9 per cent of cash and 8.1 per cent of AAA rated bonds by Standard & Poor’s.

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 Om (982).

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 414m
(482). None of this collateral had been sold or repledged as of year-end.

GIIPS exposure, carrying amount 2018

Greece Ireland Italy Portugal Spain Total
Bonds 476 476
Loans (money market and certificates) 6 6
Derivatives net! 6 3 105 114
Other? 17 23 231 14 285
Total 22 32 231 594 880

1) Derivatives at market value taking into account netting and collateral agreements. Considering Swedbank’s internal risk add-ons for counterparty risk at potential future
change in prices, the derivative exposures amount to: Ireland SEK 86m, Italy SEK 361m, Portugal Om, and Spain SEK 478m. Total SEK 925m.

2) Includes trade finance and mortgage loans.
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Gross carrying amount by credit risk rating

NOTES, GROUP

The tables below present the credit quality, gross carrying or nominal amount of financial instruments and stage, where the financial instruments are subject to the IFRS 9

impairment requirements. The associated credit impairment provisions are also presented.

Financial assets at amortised cost 2018

Not credit-impaired

Credit-impaired Total

Purchased or

Stage 1 Stage 2 Stage 3 Originated

Cash and balances with central banks

Low risk 163161 163161
Total 163161 163161
Treasury bills and other bills eligible for refinancing with central banks

Low risk 80 304 80 304
Total 80 304 80 304
Loans to credit institutions

Low risk 34981 18 34999

Normal risk 1103 42 1145

Augmented risk 5 1 6

Non-rated exposures 29 29
Credit impairment provision -2 -1 -3
Total 36 087 89 36176
Loans to the public

Low risk 1256659 10034 48 2 1266743

Normal risk 179847 42036 58 8 221949

Augmented risk 31125 32942 128 16 64211

High risk 4635 22258 898 49 27 840

Defaults 9878 100 9978

Non-rated exposures 2432 304 54 2790
Credit impairment provision -490 -1736 -3788 -9 -6023
Total 1474208 105838 7276 166 1587 488
Bonds and other interest-bearing securities

Low risk 2210 2210
Total 2210 2210
Other financial assets

Low risk 82 1 83

Normal risk 15 1 16

Augmented risk 11 1 12

High risk 4 15 19

Defaults 5 5

Non-rated exposures 14520 1 1 14522
Credit impairment provision -1 -2 -3
Total 14632 18 4 14 654
Total Financial assets at amortised cost 1771094 107 683 11070 175 1890022
Total credit impairment provisions -492 -1738 -3790 -9 -6 029
Total 1770602 105 945 7280 166 1883993
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Commitments and financial guarantees 2018

Not Credit-

creditimpaired impaired Total

Stage 1 Stage 2 Stage 3
Low risk 285378 810 286 188
Normal risk 24212 3255 56 27523
Augmented risk 5473 4075 1 9549
High risk 1858 1369 6 3233
Defaults 739 739
Non-rated exposures 460 2 462
Credit impairment provision -94 -208 -105 -407
Total 316 827 9761 699 327 287

Swedbank Annual and Sustainability Report 2018



73

Loans to the public and credit institutions, carrying amount
The following tables present loans to the public and credit institutions at amortised cost by geographical distribution and industry sectors, also representing the concentration of

loans on which credit risk is managed.

NOTES, GROUP

2018
Non credit-impaired Credit-impaired Total
Stage 1 Stage 2 Stage 3
12 month ECL Lifetime ECL Lifetime ECL
Gross carry- Impairment Gross carry- Impairment Gross carry- Impairment
ing amount provision Net ingamount provision Net ing amount provision Net
Geographical distribution
Sweden 1258703 302 1258401 77616 950 76666 3229 1149 2080 1337147
Estonia 71768 11 71757 7634 38 7596 602 136 466 79819
Latvia 28797 13 28784 5823 81 5742 430 129 301 34827
Lithuania 46 845 13 46832 7024 66 6958 873 162 711 54501
Norway 37901 93 37808 9087 591 8496 5754 2061 3693 49997
Denmark 3018 3018 251 132 119 3137
Finland 12972 15 12957 318 7 311 13268
USA 1920 1920 100 28 72 1992
Other 2621 43 2578 72 3 69 2647
Loans to the public excluding the
Swedish National Debt Office and
repurchase agreements 1464545 490 1464055 107574 1736 105838 11239 3797 7442 1577335
Sector/industry
Private customers 976 455 76 976379 51735 335 51400 2317 485 1832 1029611
Mortgage loans, private 831441 31 831410 44054 232 43822 1869 316 1553 876 785
Tenant owner association 104 321 8 104313 2537 15 2522 64 4 60 106 895
Other, private 40693 37 40656 5144 88 5056 384 165 219 45931
Corporate customers 488090 414 487 676 55839 1401 54438 8922 3312 5610 547 724
Agriculture, forestry, fishing 58495 17 58478 8617 109 8508 173 31 142 67128
Manufacturing 38391 70 38321 4919 191 4728 359 145 214 43263
Public sector and utilities 18663 14 18649 947 11 936 62 14 48 19633
Construction 16211 15 16 196 3883 66 3817 110 22 88 20101
Retail 25448 30 25418 5107 117 4990 792 510 282 30690
Transportation 14885 12 14873 1468 15 1453 38 8 30 16 356
Shipping and offshore 12270 40 12230 6444 445 5999 5587 2021 3566 21795
Hotels och restaurants 7512 6 7 506 1065 18 1047 84 8 76 8629
Information and communications 11 407 16 11391 2117 95 2022 154 124 30 13443
Finance and insurance 14239 8 14231 537 3 534 16 8 8 14773
Property management 227851 142 227709 15765 262 15503 830 214 616 243828
Residential properties 67383 31 67352 6035 68 5967 273 81 192 73511
Commercial 90392 66 90326 4477 46 4431 409 103 306 95063
Industrial and warehouse 45630 31 45599 1702 20 1682 105 16 89 47370
Other property management 24 446 14 24432 3551 128 3423 43 14 29 27 884
Professional services 26 098 25 26073 3427 44 3383 442 137 305 29761
Other corporate lending 16620 19 16601 1543 25 1518 275 70 205 18324
Loans to the public excluding the
Swedish National Debt Office and
repurchase agreements 1464545 490 1464055 107 574 1736 105838 11239 3797 7442 1577335
Loans to the public, Swedish National
Debt Office 10153 10153 10153
Loans to credit institutions excluding
repurchase agreements 36179 3 36176 36176
Loans to the public and credit
institutions 1510877 493 1510384 107574 1736 105838 11239 3797 7442 1623664
of which accrued interest 1724 1724 186 186 93 93 2003

Concentration risk, customer exposure

At end of 2018, the Group did not have any exposures against individual counterparties that exceeded 10 per cent of the capital base.
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Reconciliations of gross carrying amount and credit impairment provisions

Loans to credit institutions
The table below provides a reconciliation of the gross carrying amount and credit impairment provisions for loans to credit institutions at amortised cost.

Non Credit-impaired

Stage 1 Stage 2 Total
Gross carrying amount
Opening balance 29079 1452 30531
Closing balance 36089 90 36179
Credit impairment provisions
Opening balance 9 14 23
Movements affecting Credit impairments line
New and derecognised financial assets, net -1 -9 -10
Changes in risk factors (EAD, PD, LGD) -3 -3 -6
Changes in macroeconomic scenarios -3 -1 -4
Total movements affecting Credit impairments line -7 -13 -20
Closing balance 2 1 3
Carrying amount
Opening balance 29070 1438 30508
Closing balance 36087 89 36176
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Loans to the public

The table below provides a reconciliation of the gross carrying amount and credit impairment provisions for loans to the public at amortised cost.

Non Credit-impaired

Credit-impaired

NOTES, GROUP

Stage 3, incl.
purchased or
Stage 1 Stage 2 originated Total
Gross carrying amount
Opening balance 1386 090 118774 10194 1515057
Closing balance 1474698 107 574 11239 1593511
Credit impairment provisions
Opening balance 390 2126 2861 5378
Movements affecting Credit impairments line
New and derecognised financial assets, net 102 -148 -190 -236
Changes in risk factors (EAD, PD, LGD) 175 -73 -159 -57
Changes in macroeconomic scenarios -2 -45 13 -34
Changes due to expert credit judgement (manual adjustments and individual assessments) 503 503
Stage transfers -184 -223 623 216
from stage 1 to stage 2 -150 470 320
from stage 1 to stage 3 -65 78 13
from stage 2 to stage 1 29 -131 -102
from stage 2 to stage 3 -573 665 92
from stage 3 to stage 2 11 -78 -67
from stage 3 to stage 1 2 -42 -40
Other -4 -110 -114
Total movements affecting Credit impairments line 87 -489 680 278
Movements recognised outside Credit impairments line
Interest 114 114
Change in exchange rates 13 g 141 253
Closing balance 490 1736 3797 6023
Carrying amount
Opening balance 1385699 116 647 7332 1509679
Closing balance 1474208 105838 7442 1587488
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Commitments and financial guarantees

The table below provides a reconciliation of the nominal amount and credit impairment provisions for commitments and financial guarantees.

Non Credit-impaired Credit-impaired

Stage 3, incl.
purchased or
Stage 1 Stage 2 originated Total
Nominal amount
Opening balance 292 854 13390 733 306977
Closing balance 316921 93969 804 327 694
Credit impairment provisions
Opening balance 117 261 267 645
Movements affecting Credit impairments line
New and derecognised exposures, net 7 -78 -1 -72
Changes in risk factors (EAD, PD, LGD) -11 34 -39 -16
Changes in macroeconomic scenarios -12 -11 -23
Changes due to expert credit judgement (manual adjustments and individual assessments) -167 -167
Stage transfers -11 -16 26 -1
from stage 1 to stage 2 -16 46 30
from stage 1 to stage 3 -1 1
from stage 2 to stage 1 6 -35 -29
from stage 2 to stage 3 =27 27
from stage 3 to stage 2 -1 -1
from stage 3 to stage 1 -1 -1
Other 1 1
Total movements affecting Credit impairments line -27 -70 -181 -278
Movements recognised outside Credit impairments line
Change in exchange rates 4 17 19 40
Closing balance 94 208 105 407

Forborne loans

Forborne loans refer to loans where the contractual terms have been adjusted due

to the customer’s financial difficulties. The purpose of the forbearance measure is to
enable the borrower to make full payments again and avoid foreclosure, or when this is
not considered possible, to maximise the repayment of outstanding loans. Revisions to
contractual terms include various forms of concessions such as amortisation suspen-
sions, 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 or avoid default. Revisions
to contractual terms which are to be treated as non-performing forbearance measures
result in that the loan is also considered credit-impaired. Before a forborne loan ceases
to be reported as forborne, all the criteria set by the European Banking Authority must
be met. The following table shows the gross carrying amounts of forborne loans by
credit impairment stage.

Gross carrying amount of forborne loans 2018

Loan write-offs

Loans are written off when the loss amount is ultimately established or after the
disposal of credit-impaired loans. The remaining loan amount for those that are
partially written off is still included in credit-impaired (stage 3) loans or forborne loans.
Previous provisions are reversed in connection with the write-off. The loss amount is
ultimately 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 borrower has no distrainable assets. A write-off normally does not mean 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 contractual
amount outstanding on loans that were written off during 2018 and are still subject to
enforcement activity is SEK 389m.

Sweden Estonia Latvia Lithuania Norway Other Total
Performing 1409 404 373 186 4908 114 7394
Non-Performing 534 502 433 440 5747 100 7756
Total 1943 906 806 626 10 655 214 15150
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The tables presented hereafter were included in the Annual and Sustainability Report 2017 and are presented according to IAS 39. As a result of the implementation of IFRS 9 on

1 January 2018, these tables are not directly comparable to the 2018 tables and are therefore presented separately.

Risk grade according to the IRB methodology

Maximum credit risk exposure distributed by rating Low risk PD  Normal risk PD Augmentedrisk PD  Highrisk PD  DefaultPD  Non-rated Standardised
2017 <0.5 0.5-2.0 2.0-5.7 >5.7 100.0 exposures methodology EAD
Total exposure 1696 574 205 258 60847 29071 9955 8211 60271 2070187
Large corporates
Swedish Banking % & Institutions % Baltic Banking % Other % Total %
EAD
Low risk 1028671 49.7 271259 131 80616 3.9 316028 153 1696574 820
Normal risk 135205 6.5 24326 1.2 45616 2.2 111 0.0 205258 99
Augmented risk 36919 1.8 7336 0.4 16 441 0.8 151 0.0 60847 2.9
High risk 12401 0.6 7 306 0.4 9353 0.5 11 0.0 29071 14
Defaults 2681 01 5323 03 1951 0.1 9955 0.5
Non-rated exposures 461 0.0 2612 01 5053 0.2 85 0.0 8211 04
Standardised method 23716 11 15592 0.8 10549 0.5 10414 0.5 60271 2.9
Total 1240054 59.9 333754 16.1 169579 8.2 326 800 158 2070187 100.0
Public % Corporates % Institutions % States % Other % Total %
EAD
Low risk 954 225 46.1 356311 17.2 63842 3.1 322196 156 1696574 82.0
Normal risk 103438 5.0 101630 49 190 0.0 205258 9.9
Augmented risk 34076 1.6 26 654 1.3 39 0.0 78 0.0 60 847 2.9
High risk 13646 0.7 15425 0.7 29071 1.4
Defaults 2247 01 7706 0.4 2 0.0 9955 05
Non-rated exposures 1169 01 7042 0.3 8211 04
Standardised method 60271 2.9
Total 1107 632 53.5 508 895 24.6 64071 3.1 322276 15.6 7 042 0.3 2070187 100.0
The above table refers to Swedbank Consolidated Situation.
GIIPS exposure, carrying amount 2017
Greece Ireland Italy Portugal Spain Total
Bonds 95 95
Loans (money market and certificates) 23 23
Derivatives net! 6 3 2 83 94
Other? 18 1 20
Total 7 44 2 179 232

1) Derivatives at market value taking into account netting and collateral agreements. Considering Swedbank’s internal risk add-ons for counterparty risk at potential future
change in prices, the derivative exposures amount to: Ireland SEK 24m, Italy SEK 374m, Portugal 10m, and Spain SEK 395m. Total SEK 802m.

2) Includes trade finance and mortgage loans.
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Maximum credit risk exposure, geographical distribution 2017

Note Sweden Estonia Latvia Lithuania Norway Denmark Finland USA Other Total
Assets
Cash and balances with central banks 89 464 21957 16475 25818 4284 67 2076 40123 107 200371
Treasury bills and other bills eligible for
refinancing with central banks G2l 80 086 1168 714 609 267 1840 1219 85903
Swedish central bank 65003 65003
Governments 10081 1168 714 609 267 1840 1219 15898
Municipalities 4449 4449
Other 553 553
Loans to credit institutions Ge2 24704 1625 1280 1137 -30 41 9 132 1848 30746
Banks 10209 1625 1280 1137 -30 41 9 132 1096 15499
Other credit institutions 13984 752 14736
Repurchase agreements, banks?* 45 45
Repurchase agreements, other credit
institutions® 466 466
Loans to the public G23 1321100 71366 31849 45945 49469 2771 9691 753 2254 1535198
Swedish National Debt Office 8500 8500
Repurchase agreements, Swedish National
Debt Office? 2862 2862
Repurchase agreements, other publict 22155 31 22185
Real Estate Residential 914294 31387 13593 24282 1234 984 790
Real Estate Commercial 155528 16561 6886 8668 2080 1128 120 190971
Guarantees 29102 2436 318 587 435 153 205 704 33940
Received cash 4380 351 500 442 33 5706
Other collateral 107 300 13388 6680 7223 9271 386 313 144561
Unsecured 76980 7243 3872 4712 37 649 22 9539 115 1550 141682
Bonds and other interest-bearing securities  G24 41359 35 1 4283 930 2301 3321 6901 59131
Mortgage institutions 30141 30141
Banks 3879 3191 165 1164 3300 3560 15259
Other financial companies 5050 6 287 5343
Non-financial companies 2289 35 1 1092 765 1137 15 3054 8388
Derivatives G28 25468 121 48 106 3276 1102 1716 442 23400 55680
Other financial assets G32,G33 13428 598 325 513 1531 63 67 247 16772
Contingent liabilities and commitments
Guarantees 30360 2410 970 1340 4934 160 400 3350 133 44057
Commitments 198353 7708 5317 10331 22012 17 598 1269 333 2628921
Total 1824321 105820 57432 85905 90368 5338 35694 49457 36443 2290779
Per cent of total 79 5 2 3 4 0 3 1 2 100

1) Fair value of received securities in repurchase agreements covers the carrying amount of the repurchase agreements.

Derivatives, netting gains and collateral held 2017

Sweden Estonia Latvia Lithuania Norway Denmark Finland USA Other Total
Positive fair value of contracts, balance sheet 25468 121 48 106 3276 1102 1716 442 23400 55680
Netting agreements, related amount not
offset in the balance sheet 8340 1 1009 743 1148 333 13152 24726
Credit exposure, after offset of netting
agreements 17 128 121 47 106 2267 359 568 109 10249 30954
Collateral held* 1464 9 460 107 5 7 465 9510
Net credit exposures after collateral held 15 664 121 39 106 1808 252 563 109 2784 21445

1) Collateral consist of cash 94.9 per cent and AAA rated bonds by Standard & Poor's 5.1 per cent
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Loans to the public and credit institutions, carrying amount 2017

Loans individually assessed as not impaired Loans individually assessed as impaired Total
Portfolio After portfolio Before After
Before portfolio provisions provisions provisions provisions Provisions provisions
Performing Past due
Geographical distribution
Sweden 1285842 1234 460 1286616 1900 932 968 1287 584
Estonia 70221 660 163 70718 984 336 648 71366
Latvia 31125 524 123 31526 527 204 323 31849
Lithuania 44 586 897 64 45419 672 177 495 45914
Norway 46339 10 148 46 201 4492 1225 3267 49 468
Denmark 2768 2768 4 2 2 2770
Finland 9696 4 9692 9692
USA 764 11 753 753
Other 2291 37 2254 2254
Loans to the public excluding the Swedish
National Debt Office
and repurchase agreements 1493632 3325 1010 1495947 8579 2876 5703 1501 650
Sector/industry
Private customers 977 790 2219 279 979730 1415 496 919 980 649
Mortgage loans, private 826457 1872 156 828173 1056 305 751 828924
Tenant owner association 109 166 23 47 109 142 32 32 109174
Other, private 42167 324 76 42 415 327 191 136 42551
Corporate customers 515842 1106 731 516217 7164 2380 4784 521001
Agriculture, forestry, fishing 67481 103 41 67 543 226 64 162 67 705
Manufacturing 47 846 133 102 47877 354 160 194 48071
Public sector and utilities 21178 12 18 21172 62 3 59 21231
Construction 19967 48 38 19977 121 65 56 20033
Retail 28502 242 52 28692 322 145 177 28869
Transportation 16 956 71 16 17011 38 9 29 17 040
Shipping and offshore 20103 122 19981 4509 1236 3273 23254
Hotels and restaurants 7369 60 15 7414 43 16 27 7441
Information and communications 10875 39 11 10903 167 106 61 10964
Finance and insurance 12321 11 13 12319 7 7 12319
Property management 218328 183 139 218372 478 122 356 218728
Residential properties 66391 69 33 66 427 122 21 101 66528
Commercial 83356 81 65 83372 66 29 37 83409
Industrial and warehouse 43486 4 24 43 467 87 12 75 43542
Other property management 25095 28 17 25106 203 60 143 25249
Professional services 25923 164 135 25952 661 364 297 26 249
Other corporate lending 18993 40 29 19004 176 83 93 19097

Loans to the public excluding the

Swedish National Debt Office and

repurchase agreements 1493632 3325 1010 1495947 8579 2876 5703 1501 650
Loans to credit institutions including

the Swedish National Debt Office and

repurchase agreements 64 294 64 294 64 294

Loans to the public and credit institutions 1557926 3325 1010 1560241 8579 2876 5703 1565944
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Impaired loans

Impaired loans are loans where it is unlikely that the payments will be received in when the borrower is facing a financial reconstruction, a breach of contract such
accordance with the contractual terms and that there is a risk that the bank will not as late or non-payment of interest or principal, or various concessions due to the
receive full payment. A loan is considered as an impaired loan when there is objective borrower's financial difficulties. Exposures that are overdue by more than 90 days or
proof that a loss event has occurred on an individual level following the first reporting exposures where the terms have changed in a significant manner due to the borrower's
date of the loan, and that a risk of loss arises when the loan’s anticipated future cash financial difficulties are automatically considered as an impaired loan and as being in
flows differ from the contractual cash flows (both discounted by the loan’s original ef- default.
fective interest rate). A loan in default is also always considered as an impaired loan. Impaired loans correspond to loans in stage 3 according to the accounting framework
Loss events on an individual level arise when a borrower incurs significant financial IFRSS. The provisioning level can either be assessed automatically by systems imple-
difficulties, when it is likely that the borrower will go into bankruptcy or liquidation, mented by the bank or through individual assessment and decisions from authorised

credit committee.

Impaired, past due and forborne loans 2017

Sweden Estonia Latvia Lithuania Norway Denmark USA Total

Impaired loans
Carrying amount before provisions 1900 984 527 672 4492 4 8579
Provisions 932 336 204 177 1225 2 2876
Carrying amount after provisions 968 648 323 495 3267 2 5703
Share of impaired loans, net, % 0.07 091 1.01 1.08 6.61 0.07 0.36
Share of impaired loans, gross, % 0.14 137 164 1.46 8.84 0.14 0.55
Past due loans that are not impaired
Valuation category, loans and receivables
Loans with past due amount, 657 660 524 897 10 2748
5-30days 175 528 440 483 1626
31-60 days 118 107 50 189 10 474
61-90 days 340 24 18 69 451
more than 90 days 24 1 16 156 197
Valuation category, fair value through profit or loss
Loans with past due amount, 577 577
5-30days 99 99
31-60 days 254 254
61-90 days 102 102
more than 90 days 122 122
Total 1234 660 524 897 10 0 0 3325
Forborne loans
Performing 2732 870 589 136 7768 129 12224
Non-performing 300 878 506 490 4499 6673
Loans provisions 2017

Sweden Estonia Latvia Lithuania Norway Denmark USA Other Total
Opening balance 1176 628 432 287 1180 4 5 43 3755
New provisions 400 36 19 1 535 991
Utilisation of previous provisions -103 -138 -111 -19 -60 -431
Reversal of previous provisions -69 -18 -2 -36 -140 -2 -267
Portfolio provisions for loans that are not impaired -16 -13 -20 2 3 6 -2 -40
Change in exchange rates and other adjustments 4 4 9 6 -145 -122
Closing balance 1392 499 327 241 1373 2 11 41 3886
Provision ratio for impaired loans, % 73 51 62 36 31 50 45
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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
assumptions 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.

2018

2017

Carrying amount,

Carrying amount,

overtaken during Carrying overtaken during Carrying
Number 2018 amount Fair value Number 2017 amount Fair value
Total
Buildings and land 110 70 126 164 125 35 141 180
Shares and other participating interests 1
Other 65 2 81 115 64 2 80 104
Total 175 72 207 279 190 37 221 284

Capital requirement for credit risks

The capital requirement for credit risks in Swedbank (consolidated situation) on 31 December 2018 amounted to SEK 25 072m (24 318).

For more information, see note G4 Capital.

Liquidity risk

DEFINITION
Liquidity risk refers to the risk that the Group will not be able to meet its payment
obligations at maturity.

The Board of Directors determines the Group's overall risk appetite for liquidity
and has therefore established limits for the Survival Horizon as well as a limit on the
minimum of unutilised capacity in the cover pool for issuance of covered bonds (Over
Collateralisation, OC). The CEQ is responsible for ensuring that the operations stay
within the risk appetite and, due to that, more granular CEO limits have been defined
and established. To ensure that the operations can be monitored on a daily basis in
terms of the risk appetite and CEQ limits, these limits have been complemented by
limits set by the Chief Risk Officer.

Responsibility for managing and controlling the Group’s liquidity rests within Group
Treasury. Group Risk works independently to identify all relevant aspects of liquidity
risk and is responsible for independent control, measurement and monitoring of risks.

Financing and liquidity strategy

Swedbank’s funding strategy is based on the composition of the assets. More than half
of the lending consists of Swedish mortgages, which are primarily funded with covered
bonds. Swedbank is the savings leader in its home markets. Deposit volumes, together
with covered bonds and shareholders’ equity, cover nearly all its funding requirements.
As a result, Swedbank has a limited structural need for senior unsecured 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 corresponding
amounts and maturities.

Liquidity reserve!

According to the template defined by the Swedish Bankers association

The share of unsecured funding is determined by Swedbank’s aim to maintain a stable
funding profile by a diversified set of funding sources as well as for complying with the
MREL requirements.

Swedbank uses a number of different funding programmes to meet its short- and
long-term needs e.g. commercial paper, certificates of deposit, covered bonds and
unsecured funding.

For information regarding Swedbank's distribution of liabilities and encumbered
assets, see the Group’s Pillar 3 report.

Liquidity reserve

The reason why Swedbank has established and maintains a liquidity reserve is to
reduce the Group’s liquidity risk. When future refinancing needs are high, the liquidity
reserve must be adjusted to meet maturities in various types of stressed scenarios
where, for instance, markets are fully or partly closed for new issues over an extended
period of time.

Cash and balances with central banks and Swedish National debt Office 173160
Deposits in other banks, available over night 0
Securities issued or guaranteed by sovereigns, central banks or multinational development banks 94 336
Securities issued or guaranteed by municipalities or Public sector entities 5337
Covered bonds 43374

Issued by other institutions 42 257

Own issued 1117
Securities issued by non-financial corporates 341
Securities issued by financial corporates excl. Covered bonds 182
Total 316 730

D97 per cent of the securities in the liquidity reserve as of December 31 2018 are rated AAA.
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Summary of maturities

In the summary of maturities, undiscounted contractual cash flows are distributed on earliest date on which repayment can be demanded. The difference between the

the basis of remaining maturities until the agreed time of maturity. For lending to the nominal amount and carrying amount, the discount effect, is presented in the column
public, amortising loans are distributed based on amortisation schedules. Liabilities “No maturity date/discount effect”. This column also includes items without an agreed
whose contracts contain a prepayment option have been distributed based on the maturity date and where the anticipated repayment date has not been determined.

Undiscounted contractual cash flows

No maturity/

Payable on discount
Remaining maturity 2018 demand <3 mths. 3 mths.-1yr 1-5yrs 5-10yrs >10yrs effect Total
Assets
Cash and balances with central banks 163161 163161
Treasury bills and other bills eligible for refinancing
with central banks 80762 2503 10756 1757 942 2859 93579
Loans to credit institutions 12508 2975 6839 12 240 772 934 36 268
Loans to the public 79387 140867 350571 138531 900238 17774 1627368
Bonds and other interest-bearing securities 7198 10780 30320 3860 138 1016 53312
Financial assets for which the customers bear the investment risk 33938 2303 16317 22263 72171 30876 177 868
Shares and participating interests 11009 11009
Derivatives 9477 9477 18726 1709 276 39665
Intangible fixed assets 17118 17118
Tangible assets 1966 1966
Other assets 15725 2230 56 767 18778
Total 175669 229462 174999 438986 168892 974423 83661 2246092
Liabilities
Amounts owed to credit institutions 35987 20639 294 298 57218
Deposits and borrowings from the public 874723 23491 20907 1496 114 19 920750
Debt securities in issue 100930 96873 557 060 39957 24223 -14683 804 360
Financial liabilities where customers bear the investment risk 58966 2441 17178 23608 74127 2342 178662
Derivatives 5529 4577 10098 931 304 9877 31316
Other liabilities 71332 1940 2791 1930 4000 81993
Subordinated liabilities 7700 111 25760 406 207 34184
Equity 137609 137 609
Total 910710 288587 127143 614681 66946 102673 135352 2246092

The large part of deposits from the public is contractually payable on demand. Despite the contractual terms, the deposits are essentially a stable and a
long-term source of funding.

Undiscounted contractual cash flows

No maturity/

Payable on discount
Remaining maturity 2017 demand <3 mths. 3 mths.-1yr 1-5yrs 5-10yrs >10yrs effect Total
Assets
Cash and balances with central banks 200371 200371
Treasury bills and other bills eligible for refinancing
with central banks 68321 2984 9201 185 2329 2883 85903
Loans to credit institutions 2817 12272 4794 9867 850 146 30746
Loans to the public 62 796 132879 327523 126471 868 305 17224 1535198
Bonds and other interest-bearing securities 6995 25593 23371 1918 66 1188 59131
Financial assets for which the customers bear the investment risk 37375 2217 15376 20810 72334 32208 180320
Shares and participating interests 26207 26 207
Derivatives 14183 14148 24435 2225 137 552 55680
Intangible fixed assets 16 329 16 329
Tangible assets 1955 1955
Other assets 17932 2019 57 788 20796
Total 203188 219874 184634 409830 152459 943317 99334 2212636
Liabilities
Amounts owed to credit institutions 25106 40024 2533 385 7 68055
Deposits and borrowings from the public 787 980 40664 24981 1822 133 29 855 609
Debt securities in issue 134576 113316 513121 49155 13796 20240 844 204
Financial liabilities where customers bear the investment risk 63916 2387 16091 21777 74756 2197 181124
Derivatives 9793 8317 14192 1594 433 11871 46 200
Other liabilities 43708 7208 3136 1575 2737 58364
Subordinated liabilities 14 308 11094 106 25508
Equity 133572 133572
Total 813086 332681 158742 548747 88542 102845 167993 2212636

A large part of deposits from the public is contractually payable on demand. Despite the contractual terms, the deposits are essentially a stable and a
long-term source of funding.
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Risk measurement

Group Risk is responsible for defining independent methods to measure the Group’s li-
quidity risk as well as for reviewing and approving methods defined by Group Treasury.
All'liquidity risk is identified and measured. Swedbank uses a range of risk measures

to capture different perspectives of the liquidity risk profile. A number of liquidity risk
measures allows to assess short-term liquidity risks, including intraday, as well as the
long-term structural liquidity risks, both under a normal and stressed assumptions.
The liquidity metrics are either defined internally or developed based on the external
regulatory requirements.

As part of the Group’s ERM policy, a Survival Horizon limit is established. The limit
represents the number of days with a positive cumulative net cash flow, taking
into account future cash flows. Cash flows from liquid assets are modelled based on
conservative estimates of when, at the earliest, they could occur. The risk measure is
conservative in the sense that it assumes that there is no access to the credit markets
and that there are large outflows of deposits from the bank's customers within a short
period of time.

Moreover, Swedbank calculates and monitors the Group's liquidity risk with a number
of different risk measures such as Liquidity Coverage Ratio (LCR) and Net Stable Fund-
ing Ratio (NSFR). The purpose of LCR is to ensure that Swedbank has unpledged assets
of high quality (a liquidity reserve) to meet its liquidity needs in stressed situations
during the next 30 days. As of 1 January 2018, LCR is reported in accordance with the
EU Commission’s Delegated Regulation (EU) 2015/61 (LCR DA).

The NSFR indicates a bank’s ability to manage stressed situations over a one-year
horizon. The NSFR ensures that a bank’s illiquid long-term assets are financed with a
minimum level of stable long-term funding. A NSFR of over 100 per cent means that
long-term illiquid assets are, to a satisfactory degree, financed by stable long-term
funding. As a complement to regulatory measures, Swedbank publishes the ratio of
the size of its liquid assets to maturing funding, given various maturities. A ratio larger
than 100% indicates that the liquid assets exceed the amount of future maturities
during a given time period.

To identify and act on increased liguidity risks as early as possible, Swedbank uses
a number of forward-looking risk indicators, such as volatilities in selected market

Cover pool sensitivity analysis, house price decline
31 December 2018
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prices and price discrepancies between various financial instruments. These indicators
provide signals regarding increased stress in the financial markets and hence increased
liquidity risks. Swedbank has developed special continuity plans to manage the effects
that would arise in the event of serious market disruptions. These plans are in place
both on a Group level and at a local level in the countries where Swedbank operates.

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 mar-
ket-related disruptions. These analyses also take into account the combined effects
that would occur if all these disruptions would occur at the same time.

In the scenarios, a number of the risk drivers underlying the Survival Horizon 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, the scenario assumes 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 Swed-
bank’s ability to issue covered bonds, which are of strategic importance to its funding.
Finally, it is assumed that access to capital markets dries up, but that Swedbank’s liquid
assets can still generate liquidity.

The table below provides a snapshot of the cover pool as of 31 December 2018
(“Current”) and illustrates the effects on Swedbank Mortgage’s OC given various price
declines of the mortgages in the pool which could occur over a period of time. The
more prices fall, the more difficult it becomes to issue bonds. Swedbank’s ERM Policy
stipulates that the cover pool must have an OC level that ensures that the highest
rating from at least one rating agency and the compliance with the legal requirements
is maintained in a scenario where house prices fall by 20 per cent. The purpose of the
level is to ensure that there is sufficient cover to protect investors even if house prices
should fall substantially.

House price decline Current -5% -10% -15% -20% -25% -30% -35% -40%

Total assets in the cover pool, SEKbn 968 960 951 938 921 901 876 845 809

Total outstanding covered bonds, SEKbn 478 478 478 478 478 478 478 478 478

Over collateralisation level, % 102% 101% 99% 96% 93% 88% 83% 77% 69%
31 Dec 31 Dec 31 Dec 31 Dec

Liquidity coverage ratio* 2018 2017 Liquidity and NSFR components 2018 2017

High Quality Liquid Assets (HQLA), SEKbn NSFR, % 111 110

High quality liquid assets, Level 1 301 335 Available stable funding (ASF), SEKbn 1537 1457

High quality liquid assets, Level 2 9 1 Required stable funding (RSF), SEKbn 1378 1323

Total HQLA 310 336

Cash Outflows, SEKbn

Retail deposits and deposits from small business customers 42 37

Unsecured wholesale funding 142 132

Secured wholesale funding 7 4

Additional requirements 49 44

Other cash outflows 15 16

Total cash outflows 256 233

Cash Inflows, SEKbn

Secured lending 5 3

Inflows from fully performing exposures 16 14

Other cash inflows 19 19

Total Cash inflows 40 36

Liquidity coverage ratio, Total, % 144 171

Liquidity coverage ratio, EUR,% 282 318

Liquidity coverage ratio, USD, % 228 221

Liquidity coverage ratio, SEK?, % 68 83

1) LCR - calculated in accordance with Commission Delegated Regulation (EU)
2015/61 of October 2014

2) For LCR in SEK there is no explicit regulation to fulfill 100%, which is the case for
total LCR and in USD and EUR
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Debt securities issuance

In 2018, Swedbank issued a total of SEK 119bn (181) in long-term debt instruments. Swedbank has remained active in several capital markets to diversify its funding.
The majority of the issues were covered bonds, though also in the form of uncovered bonds, where a new funding programme was introduced primarily for US investors

(under rule 144a of the US Securities Act).

Debt securities in issue

Subordinated liabilities

Turnover during the year 2018 2017 Turnover during the year 2018 2017
Commercial papers Subordinated liabilities

Opening balance 149 974 102 225 Closing balance 2017 25508

Issued 992449 1048802 Changed presentation of accrued interest 356

Repaid -1018310 -985583  Opening balance 25864 27 254
Change in exchange rates 7921 -15470 Issued 8306 6386
Closing balance 131434 149974 Repaid -1559 -7183
Covered bonds Accruedlinterest . . ‘ 32

Closing balance 2017 510 845 grgmifn\a/;rlmur;edged item in hedge accounting . o
Changed presentation of accrued interest 5193 Change in exchange rates 1591 889
Opening balance 525038 558 295 Closing balance 34 184 25508
Issued 87907 132 465

Repurchased S 30789 Total subordinated liabilities 34184 25508
Repaid -62 486 -70038

Accrued interest -1737

Change in market values or hedged item in hedge

accounting at fair value -4709 -10523

Change in exchange rates 8001 435

Closing balance 497 936 519 845

Turnover during the year 2018 2017

Other interest-bearing bonds

Closing balance 2017 159536

Changed presentation of accrued interest 812

Opening balance 160 348 166 161

Issued 26434 45538

Repurchased -145 -275

Repaid -30866 -44385

Accrued interest 90

Change in market values -612 -1420

Change in exchange rates 8994 -6083

Closing balance 164 243 159536

Structured retail bonds

Opening balance 14 849 14992

Issued 2166 2833

Repurchased -3

Repaid -5040 -2 504

Change in market values -1227 -469

Change in exchange rates -1

Closing balance 10747 14 849

Total debt securities in issue 804 360 844 204

Capital requirement for liquidity risk

Currently banks and financial institutions are not subject to capital requirements for liquidity risk. However, disruptions to liquidity may arise due to imbalances between risk and
capital. The purpose of the internal capital adequacy assessment process is to prevent these types of imbalances.
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Market risk

Definition

Market risk refers to the risk that the Group’s results, equity or value will decrease
due to changes in risk factors in financial markets. Market risk includes interest rate
risk, currency risk, share price risk and commodity risk, as well as risks stemming from
changes in volatilities and correlations.

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 financial risk-taking. Only so-called
risk-taking units, i.e. units that have been assigned a risk mandate by the CEQO, are
permitted to take market risks. To monitor the limits allocated by the CEO, the Group’s
CRO has established limits, as well as other indicators that, at certain levels, indicate
elevated risk. In addition to the CRO’s limits and selected indicators, local business area
limits have been implemented serving as important tools in the risk-taking units’ daily
activities. The Group's market risk analysis department is responsible, on a daily basis,
for measuring, monitoring and reporting market risks within Swedbank.

The majority of the Group’s market risks is of structural or strategic nature and is
managed primarily by Group Treasury. Structural interest rate risks are a natural part in
a bank that manages deposits and loans. Interest rate risk arises primarily when there
is a difference in maturity between the Group’s assets and liabilities. Group Treasury
manages the risk within given mandates, 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 trading operations. The Group'’s currency risk is comprised of
structural currency risk in the banking operations, currency risk as a result of the trad-
ing operations, and strategic currency risk arising through the Baltic operations. Share
price risks arise only in the trading operations. All market risks are managed within
given mandates, for example by using forward contracts.

Risk measurement

Swedbank uses a number of different risk measures, both statistical and non-statis-
tical, to guide the Group’s risk-taking units and ensure strict compliance. Statisti-

cal 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 last year's movements
in various market risk factors such as interest rates and equity prices. The estimation is
based on the hypothetical assumption that the portfolios will remain unchanged over a
specific time harizon. The Group uses a VaR model with a confidence interval of 99 per
cent and a time horizon of one trading day. Statistically, this means that the potential
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loss of a portfolio will exceed the VaR amount one day out of 100. VaR is a useful tool,
not only to determine the risk level for an individual security or asset class, but also to
compare risk levels for example between asset classes.

Since VaR is a model based on a number of assumptions, Swedbank evaluates the
VaR model’s accuracy on a daily basis using backtesting.

Regular VaR and Stressed VaR (SVaR) differ slightly in that the stressed model ap-
plies market data from a one-year period of considerable stress. The period selected by
Swedbank covers spring of 2008 and one year forward.

Non-statistical measures such as sensitivity analyses are important complements to
VaR and SVaR, since they, in some cases, provide a deeper understanding of the market
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: historical, 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.

Risk exposure

Swedbank’s market risks primarily arise within the Group’s banking operations man-
aged by Group Treasury, and in the trading operations as a result of customer transac-
tions executed within the business area Large Corporates & Institutions (LC&I).

Value-at-Risk (VaR)

During the year, the Group maintained its market risks, measured in terms of VaR,
at alow and stable level. The Group’s total VaR does not include strategic currency
positions, 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.

Jan-dec 2018 (2017) 2018 2017
SEKm Max Min  Average 31 dec 31 dec
Interest rate risk 78 (80) 38(41) 53(57) 44 45
Currency risk 22 (15) 3(2) 10(7) 5 7
Share price risk 10(7) 1(2) 4(4) 8
-15

Diversification (-12) -6 -11
Total 78(83) 37(41) 52(56) 46 45
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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 risks is structural and arises within the
banking 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 large part of this risk and is hedged through
fixed-rate funding or by entering into various types of swap agreements. Interest rate
risk also arises within the trading operations through customer-related activities.

An increase in all market interest rates of one percentage point would have reduced
the value of the Group’s assets and liabilities, including derivatives, by SEK -137 m
(-156) as of 31 December 2018. The effect on positions in SEK would have been a
reduction of SEK -1 368 m (-1 423), while positions in foreign currency would have
increased by SEK 1 232 m (1 266).

Change in value if the market interest rate rises by one percentage point

The Group’s Net gains and losses on financial items would have been affected by SEK
1486 m (969) as of 31 December 2018. The Group uses derivatives for so-called cash
flow hedges. A change in market interest rates, as indicated above, would affect the
Group'’s other comprehensive income by SEK 21 m (22).

Credit spread risk
Credit spread risk refers to the risk that the value of the Group’s assets and liabilities,
including derivatives, will be negatively affected by changes in the issuer-specific
interest mark-up (the credit spread). The Group'’s credit spread risks are concentrated in
customer-related businesses and other types of mandates, which are managed by the
trading operations, as well as in the liquidity portfolio consisting of interest-bearing
assets.

An increase in all issuer-specific spreads of 1basis point as of 31 December 2018
would have reduced the value of the Group’s interest-bearing assets, including deriva-
tives, by SEK 10 m (8).

The impact on the net value of assets and liabilities, including derivatives, (SEKm) when market interest rates rise by one percentage point.

2018 <3 mths. 3-6mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total
SEK -58 -1 -119 -366 -294 -293 -106 -26 -105 -1368
Foreign currency -301 -290 -27 199 211 173 280 487 500 1232
Total -360 -291 -145 -167 -82 -120 174 460 395 -137
of which financial instruments measured at fair value through profit or loss.

2018 <3 mths. 3-6mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total
SEK 66 89 -110 -131 49 13 324 -245 -157 -102
Foreign currency 525 843 234 8 -11 -33 -40 -35 96 1588
Total 591 932 125 -123 38 -20 284 -280 -61 1486
The impact on the net value of assets and liabilities, including derivatives, (SEKm) when market interest rates rise by one percentage point.

2017 <3 mths. 3-6mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total
SEK -884 -146 189 -145 -192 230 -577 71 31 -1423
Foreign currency 582 867 -80 14 6 -4 -110 -90 80 1266
Total -302 721 109 -131 -186 226 -687 -19 111 -156
of which financial instruments measured at fair value through profit or loss.

2017 <3 mths. 3-6mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total
SEK 129 -44 -257 -106 -93 130 -133 -3 5 -371
Foreign currency 377 923 -115 44 13 0 51 -38 85 1340
Total 506 880 -372 -62 -80 130 -82 -41 90 969
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Currency risk
Currency risk refers to the risk that the value of the Group’s assets and liabilities,
including derivatives, will be negatively affected by changes in exchange rates or other
relevant risk factors.

The Group has a strategic currency position in EUR through goodwill in the Baltic
operations. This position is financed in SEK and is not hedged since it does not affect
either profit or the capital base. In addition, the Group has structural currency risks

NOTES, GROUP

The Group's exposure to currency risks with the probability to affect earnings, i.e.
excluding exposures related to investments 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 39m (-10). 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 70m (39).

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 +/- 842m after tax
(+/- 809).

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
comprehensive income of SEK 10m (6) after tax as of 31 December 2018.

that arise in the banking operations due to deposits and lending in different currencies.
Currency risks also arise in the trading operations, e.g. due to customer transactions.
Currency risks that arise in the banking operations or that are strategic in nature

are managed by Group Treasury by limiting the total value of assets and liabilities
(including derivatives) in one currency to a desired level using derivatives, such as cross
currency swaps and forward exchange agreements. The currency risks arising in the
trading operations are also managed by using currency derivatives.

Currency distribution

2018 SEK EUR usb GBP DKK NOK Other Total
Assets

Cash and balances with central banks 4616 131240 26317 23 71 809 85 163161
Loans to credit institutions 14203 2762 11652 340 1801 1647 3862 36 268
Loans to the public 1346957 201914 35252 3771 5661 31940 1872 1627 368
Interest-bearing securities 131970 7766 5681 55 572 6746 152891
Other assets, not distributed 266 404 266 404
Total 1764150 343683 78901 4289 8105 41143 5819 2246092
Liabilities

Amounts owed to credit institutions 20137 10940 18206 1279 2003 1784 2869 57218
Deposits and borrowings from the public 667818 222423 19745 1645 1546 5102 2470 920750
Debt securities in issue, etc. 351258 244 201 187 844 33385 5450 16 406 838544
Other liabilities, not distributed 291971 291971
Equity 137609 137609
Total 1468793 477 565 225795 36 309 3550 12336 21745 2246092
Other assets and liabilities,

including positions in derivatives 145368 146 783 32016 -4532 -28550 15939

Net position in currency 11486 =1Ll -3 24 258 14 11668

Net funding in foreign currency with a corresponding recognised amount of SEK 35 622 m (33 184) is used as a hedging instrument to hedge the net investment in foreign
operations. 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
recognised in other comprehensive income (OCl) as translation difference.

Currency distribution

2017 SEK EUR usD GBP DKK NOK Other Total
Assets

Cash and balances with central banks 1658 153931 40230 32 76 4297 147 200371
Loans to credit institutions 11451 8611 3689 167 1728 2931 2171 30746
Loans to the public 1285453 174527 36 388 3421 4856 28989 1564 1535198
Interest-bearing securities 121929 8363 9105 649 267 4722 145034
Other assets, not distributed 301287 301 287
Total 1721777 345431 89411 4268 6927 40939 3882 2212636
Liabilities

Amounts owed to credit institutions 24386 13380 26083 1015 2043 1012 135 68055
Deposits and borrowings from the public 630405 185073 29813 1324 1781 4897 2317 855 609
Debt securities in issue, etc. 389851 196 864 219915 41 249 6870 14963 869712
Other liabilities, not distributed 285688 285688
Equity 133572 133572
Total 1463 902 395317 275811 43589 3825 12779 17415 2212636
Other assets and liabilities,

including positions in derivatives 59397 186329 39372 -3065 -27 996 13515

Net position in currency 9512 -71 51 37 165 -18 9676
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Market risks in the trading operations

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, and
the risk level (measured as VaR) in this operation is low.

Jan-Dec 2018 (2017) 2018 2017
SEKm Max Min  Average 31 dec 31 dec
Value-at-Risk 23(18) 9(7) 13(11) 14 12
Stressed Value-at-Risk 91 (59) 38(27) 58(38) 67 43

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 using 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 backtest-
ing that the Group conducted in 2018 showed that the model serves its purpose well,
since only four of the hypothetical losses exceeded the actual VaR level.

In addition to the VaR model applied in the calculation of Swedbank’s capital require-
ment, the Group uses a VaR model in its internal risk management. This model also
captures credit spread risk.

The trading operations’ total VaR had an average value of SEK 18 min 2018, which
can be compared with the average value of 16 m for 2017.

Jan-Dec 2018 (2017) 2018 2017
SEKm Max Min  Average 31 dec 31 dec
Credit spread risk 27 (18) 4(8) 12(13) ) 9
Share price risk 11(7) 1(2) 4(4) B 4
Currency risk 16(17) 2(2) 7 (6) 6 5
Interest rate risk 20(15) 6 (6) 11(9) 13 9

-15

Diversification (-16) -10 -13
Total 31(22) 12(11) 18(16) 17 14

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.

Capital requirement for market risks

The capital requirement for market risks in Swedbank amounted to SEK 1 042m
(695) as of 31 December 2018, and is presented by risk type in note G4 under Capital
adeguacy.
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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 risks arise in the trading operations 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
where share prices and implied volatility are changed. 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, and 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 -18 m (-29).

Commodity risk

Commodity risk refers to the risk that the value of the Group’s holdings of commodity-re-
lated derivatives will be negatively affected by a change in asset prices. The exposure
to commodity risks arises in the Group only in exceptional cases as part of customer-
related products. Swedbank hedges all positions with a commodity exposure with
another party, so that no open exposure remains.
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Operational risks

DEFINITION

Operational risk refers to the risk of losses, business process disruption or negative rep-
utational impact resulting from inadequate or failed internal processes systems, human
error or from external events. The definition includes legal risk and information risk.

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.

Risk assessments

All business areas apply the same methods (e.g. risk assessments) to self-assess
operational 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
monitoring to manage any risk that may arise.

Incident management and 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 reported in
a central database for further analysis.

New Product Approval Processes (NPAP)

Swedbank has a Group-wide process for New Product Approval (NPA) covering all new
and/or revised products, services, activities, processes and/or systems as well as major
operational and/or organisational changes. The purpose is to ensure that the Group
does not enter into activities that entail unintended risks or risks that are not imme-
diately managed and controlled as part of the process. In addition, the Group is able to
assure guality when launching new and/or revised products and services.

Continuity, crisis management and security

Swedbank works proactively to prevent and/or strengthen its ability to manage seri-
ous 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 security, continuity, incident and crisis management are defined
in a Group-common framework. A Group-level crisis management team is responsible
for management, coordination and communication in collaboration with local crisis
management teams. Continuity plans are in place for business-critical operations and
services that are critical to the nation and society. 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 the international standard ISO/LEC 22301:2012
- Societal security - Business continuity management systems. Swedbank also has
insurance protection, with an emphasis on catastrophe protection, for significant parts
of its operations.

Process and control management

Swedbank has established a common framewaork for processes and internal control.
Specific frameworks for Internal Control over Financial Reporting (ICFR) and Credit
Process Control (CPC) are applied to affected processes within the Group.

A Process Universe 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.

Information 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.

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 2018 amounted to SEK 5 182m (5 079).

NOTES, GROUP

Insurance risks

DEFINITION
Insurance risk refers to the risk of a change in value due to a deviation between actual
and anticipated insurance costs. In other words, the risk that an actual outcome
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.
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.

Risk management

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
insurance based on his or her health. The required insurance must also meet the policy-
holder’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,
property 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, mortal-
ity, morbidity and claim frequency as well as the estimated cost of insurance events.
Experience in the form of statistical material and expectations about future develop-
ments are critical factors in the choice of assumptions.

Risk exposure and risk measurement

Actual outcomes compared with the above-mentioned assumptions give rise to a risk
result in the life insurance operations. Insurance risks in the insurance operations are
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 represents a small part of Swedbank’s total insur-
ance 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.

Capital requirement for insurance risk

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 also incur market risk, however their
capital buffer is designed to cover all types of risks.

As of 1 January 2016, the solvency requirements in the insurance companies are cal-
culated 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 various scenarios.
The solvency ratio is defined as OF divided by SCR.

The capital base in Swedbank’s Swedish insurance operations amounted to SEK
8314m on 30 September 2018 (7 672). This compares with the Solvency Capital
Requirement of SEK 5 543m (5 129). The solvency ratio was 1.50 (1.50).

The capital base in the Baltic life insurance operations amounted to SEK 1 621m as
of 30 September 2018 (1 607). The solvency ratio was 1.68 (2.05). The capital base in
the Baltic property and casualty insurance operations amounted to SEK 441m as of 30
September 2018 (484). The solvency ratio was 1.53 (2.18).
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Internal capital assessment

Purpose

The Internal Capital Adequacy Assessment Pracess (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.

Measurement

Swedbank prepares and documents its own methods and processes to evaluate its
capital requirement. The internal capital adequacy assessment takes into account all
relevant risks that arise within the Group. In addition to Pillar 1 risks, risks for which
no capital is allocated are monitored as well, such as business risk, liquidity risk and
strategic risk. Significant risks that have been identified within the Group include:

Risk types according to the ICAAP process

Description of the 2018 adverse scenario

The 2018 ICAAP examined the impact on Swedbank’s capitalisation in case of a major
recession, both in its home markets and globally. The pivotal point in the scenario

is a massive increase in the price of crude oil as well as a fall in both consumer and
corporate sentiment in Sweden. The oil price shock is motivated by global geopolitical
events. Central banks react accordingly and only to their mandate, i.e. rates are hiked
to contain an inflation spike. This, in combination with the fall in sentiment, is assumed
to affect both house prices and household consumption while firms hold back on
investments. There will be an immediate impact on Swedish banks’ wholesale funding
costs which in turn forces banks to hold back on new credit and tighten their lending
standards. Both supply and demand for credit go down. A sharp drop in consumption
coupled with reduction in investments and sluggish export growth quickly results in
negative GDP development. The Baltic States are contaminated through reduced credit
growth which is accompanied by a fall in house prices and consumption. The economies
start to recover from the global downturn as the asset price shock retreats.

Risk type Pillar 1 Pillar 2
gﬁgit:tlei;? gggittre::):'et::i:: ;aelrﬁltj;ated Stress test ICAAP-scenario - parameters!
Credit risk Yes Yes Sweden 2017 2018 2019 2020
_ 0 — -
Concentration risk No Yes GDP-growth, % 18 4.2 25 4.2
Market risk Yes Yes Unemployment, % 6.2 9.0 10.7 9.1
1 0y
Market risk: Interest risk in banking book No Yes Inflation, % 30 54 22 08
Operational risk Yes Yes Residential real estate price index 100.0 819 60.7 62.1
Insurance risk Yes! Yes? .
Risk in post-employment benefits No Yes Es[:;ma 5 2017 2018 2019 202:
Strategic risk: Business plans No Yes _EFIOWt P . 33 66 36 3
Strategic risk: Projects and acquisitions No Yes Unemployment, % 46 110 1e7 98
Inflation, % 29 6.4 3.8 2.6
No specific capital is allocated |dentified and mitigated? Residential real estate price index 100.0 855 73.5 78.0
Reputational risk No Yes
Liquidity risk No LAAP? Latvia 2017 2018 2019 2020
o P DP- h, % . -7. -54 2.
Strategic risk: Decision risk No Yes GDP-growth, % 39 6 > 6
Unemployment, % 8.9 104 134 110
1) Holdings in insurance companies are risk weighted at 250%. Inflation, % 31 58 33 21
2) The insurance companies in Swedbank Group perform an Own Risk and Solvency Residential real estate price index 100.0 88.2 77.1 818
Assessment (ORSA). The aim of this process is to assess risks (both qualitatively and
guantitatively) and the solvency position over a business planning period of three . .
) o ) ; Lith 2017 201 201 202
years. The calculations are performed by projecting the risk metrics under the base thuania 0 018 019 020
and adverse scenarios. GDP-growth, % 30 -83 -4.0 L5
3) Liquidity needs are assessed annually in the internal liquidity adequacy assessment Unemployment, % 7.0 8.4 115 11.7
process (ILAAP). Inflation, % 3.6 7.0 3.1 2.2
Residential real estate price index 100.0 87.6 763 80.8
To ensure efficient use of capital and predict the Group’s capital adequacy even under P
exceptionally adverse market conditions, stress tests are conducted at least once a
year. The analyses provide an overview of the most important risks that the Group is Interest Rates 2017 2018 2019 2020
exposed to by quantifying the impact on the income statement and balance sheet as 3M government rates SEK, % -0.65 1.53 2.22 182
well as the capital base and risk weighted assets. The method serves as a foundation 3M government rates EUR, % _0.42 0.79 1.54 1.45
for proactive risk- and capital management.
ICAAP 2018 FX 2017 2018 2019 2020
As in previous years, Swedbank’s ICAAP for 2018 shows that the bank is exposed to USD/SEK 8.80 9.47 837 9.79
limited risks and is expected to remain well capitalised even in the event of unfavour- EUR/SEK 9.69 10.37 9.46 10.80

able macroeconomic development. Swedbank’s strong credit quality and capital situa-
tion is reaffirmed by external stress tests.

Stress test ICAAP scenario

1) Figures for 2017 are based on preliminary estimates due to final figures being
published first after the submission of the ICAAP report.

Triggers Outcome in Swedbank ‘s home markets

Upwards shock to oil and production prices as a result of geopolitical turmoil.
Mounting inflationary pressure with central banks responding with rate hikes.
Damage to consumer sentiment.

Property prices fall.

Reduction in business investment activity.

Tightened lending standards.

In Sweden, GDP falls by a maximum of 6.6 per cent, unemployment increases to a maximum of 10.7 per cent and
house prices fall by a maximum of 39.3 per cent.

In Estonia, GDP falls by a maximum of 10.1 per cent, unemployment increases to a maximum of 12.7 per cent and
house prices fall by a maximum of 26.5 per cent.

In Latvia, GDP falls by a maximum of 12.6 per cent, unemployment increases to a maximum of 13.4 per cent and
house prices fall by a maximum of 22.9 per cent.

In Lithuania, GDP falls by a maximum of 12.0 per cent, unemployment increases to a maximum of 11.7 per cent and

house prices fall by a maximum of 23.7 per cent.
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Income statement under ICAAP-Scenario*

SEKbn 2017 2018 2019 2020
Net interest income 25.9 28.7 30.6 29.7
Total income 42.8 44.4 45.2 45.1
Total expenses 17.0 17.7 18.3 18.5
Profit before impairments 25.8 26.8 26.9 26.6
Credit impairments 15 7.0 131 7.4
Operating profit 24.3 19.8 13.8 19.3
Tax expense 51 43 3.0 4.2
Profit for the period 19.2 15.4 10.8 15.0
Profit for the period attributable

to: Shareholders of Swedbank AB 19.2 15.4 10.7 15.0
Non-controlling interests 0.0 0.0 0.0 01

1) The ICAAP calculations are based on the consolidated situation, which in some
cases differs from Swedbank Group. For example, the insurance operations are not
included in the consolidated situation.

Swedbank in the scenario

In the simulated scenario that is calibrated to have an approximate likelihood of “1 in
25" years, annual NIl increases by almost SEK 5bn. The most important driver of this
result is the increase in interest rates in combination with the balance sheet structure
of Swedbank. Interest bearing assets are partly funded by non-interest bearing equity
and transaction accounts with limited sensitivity to rate shifts, which resultsin an
increase in interest income that far exceeds negative effects from margin pressure and
rising funding spreads. Cumulative provisions for credit losses amount to SEK 27.6bn
and are to a large extent attributable to stage 3 as per IFRS9 designation. At the same
time, approximately 20% of the Swedish corporate portfolio and of the Baltic portfolio
migrate into stage 2 and thereby become subject to recognition of life time expected
credit losses (ECL). The Swedish Banking credit portfolio accounts for 57% of accumu-
lated losses, the Large Corporates and Institutions (LC&l) for 30% and business area
Baltic Banking for 13%. Sectors that are most heavily affected by the crisis as gauged
by cumulative loss ratios are shipping, offshore, retail and construction.

Credit Impairments and EAD*per Business area? Credit Impairments

SEKbn EAD

2017 2018 2019 2020
Swedish Banking 1240.1 4.0 7.3 43
Large Corporates & Institutions 3338 2.0 40 2.3
Estonia 779 0.2 0.7 04
Latvia 36.6 03 0.6 0.2
Lithuania 54.5 05 0.6 0.2
Other 327.3 0.0 0.0 0.0
Total 2070.2 7.1 13.1 7.4

1) Exposure at Default.

2) The ICAAP calculations are based on the consolidated situation, which in some cases
differs from the Swedbank Group. For example, the insurance operations are not
included in the consolidated situation.

NOTES, GROUP

Internal capital requirement

In its ICAAP, Swedbank factors in known changes which will take effect during the
simulation period. In order to distinguish between the scenario impacts and the known
changes, which are independent from scenario assumptions, Swedbank adjusts the ini-
tial values. The adjustment includes, amongst other things, SFSA’s proposed change in
bank’s calculation of through-the-cycle probability of default (TTC PD) for corporates,
effects from sale of Visa Sweden and effects associated with IFRS 9.

REA and Capital 2017 2018 2019 2020
REA, SEKbn 426.9 480.7 5121 434.2
Common Equity Tier 1, SEKbn 100.1 107.1 109.8 1136
Common Equity Tier 1 ratio, % 234 22.3 214 26.2

Common Equity Tier 1 (CET1) capital grows throughout the adverse scenario when
compared to the estimated starting value due to the profit generation and a positive
contribution of SEK 3.2bn to other comprehensive income associated with post-em-
ployment benefit plan liabilities (IAS19). However, significantly increasing REA driven
by credit portfolio migrations, currency effects and other factors negatively impacts
the CET1 ratio, which drops by 200 basis points by the end of 2019. Nevertheless,
Swedbank is not expected to breach forecasted regulatory capital requirements at any
point of the scenario.

The scenario-based simulations and stress tests are complemented by a calculation
of the capital requirement using internal methods. The models that serve as the basis
for the internal capital assessment, measure the need for economic capital over a one
year horizon with a 99.9 per cent confidence interval for each risk type. Diversifica-
tion effects between risk types are not taken into consideration in the calculation of
economic capital.

As of 31 December 2018, the internally measured internal capital requirement for
Swedbank’s consolidated situation amounted to SEK 33.0bn. The capital that meets
the internal capital requirement, i.e. the capital base, amounted to SEK 137.0bn

External stress tests

In 2018, as in previous years, Swedbank reaffirmed its strong position through external
stress tests. The principal external stress tests of 2018 were: a stress test initiated

by the Swedish Financial Supervisory Authority (SFSA) to determine the size of the
capital planning buffer; and an EU-wide stress test conducted by the European Banking
Authority to explore the resilience of financial institutions and gauge the systemic

risk. The stress tests reaffirmed the relatively low risk profile of Swedbank. No capital
planning buffer was prescribed by SFSA, while in the EBA exercise Swedbank looked
strong in peer rankings.
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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. The consolidated situation on 31 December 2018 included the
Swedbank Group with the exception of insurance companies. In addition, Entercard
Group was included through the proportional consolidation method. The table below
contains the information that must be published according to the SFSA's regulations

Consolidated situation

(FFFS 2014:12), chapter 8. Additional periodic information according to the European
Parliament’s and the Council's regulation (EU) No 575/2013 on prudential require-
ments 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/
investor-relations/risk-and-capital-adequacy/risk-report/index.htm

Since the 30th of January 2017, Swedbank must also comply with a capital require-
ment 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.

Capital adequacy 2018 2017 Risk exposure amount credit risks, standardised approach 41 606 38074
Common Equity Tier 1 capital 103812 100510 Risk exposure amount credit risks, IRB 271437 265563
Additional Tier 1 capital 10949 11050 Risk exposure amount default fund contribution 357 343
Tier 1 capital 114761 111560 Risk exposure amount settlement risks 0 0
Tier 2 capital 22232 13696 Risk exposure amount market risks 13024 8684
Total own funds 136 993 125256 Risk exposure amount credit value adjustment 3826 3745
Risk exposure amount 637 882 408 351 Risk exposure amount operational risks 64779 63482
Common Equity Tier 1, capital ratio, % 16,3 24,6 Additional risk exposure amount, Article 3 CRR? 34286 28460
Tier 1 capital ratio, % 18,0 27,3 Additional risk exposure amount, Article 458 CRR” 208 567
Total capital ratio, % 21,5 30,7 Risk exposure amount 637882 408351
Consolidated situation Common Equity Tier 1 capital ratio, % 16.3 24.6
Capital adequacy 2018 2017 Tier 1 capital ratio, % 18.0 27.3
Shareholders’ equity according to the Group’s balance sheet 137396 133372 Total capital ratio, % 21.5 30.7
Non-controlling interests 72 67 _ o
Anticipated dividend 15885 -14515 Consolidated situation
— - - Capital buffer requirement?, % 2018 2017
Deconsolidation of insurance companies -438 -109 - - - - -
- - — - CET1 capital requirement including buffer requirements 116 113
Value changes in own financial liabilities including - — -
derivatives _107 39 of which minimum CET1 requirement 4.5 4.5
Cash flow hedges ) 28 of which capital conservation buffer 2.5 25
Additional value adjustments® _454 596 of which countercyclical capital buffer 16 13
Goodwill 12929 -12479 of which systemic risk buffer 3.0 3.0
Goodwill in significant investments ~709 ~709 CET 1 capital available to meet buffer requirement* 118 20.1
Deferred tax assets -113 -142 Consolidated situation
Intangible assets after deferred tax liabilities -2974 -2697 Leverage ratio 2018 2017
Net provisions for reported IRB credit exposures -1648 Tier 1 Capital 114761 111 560
Shares deducted from CET1 capital -45 45 Leverage ratio exposure 2241604 2126851
Common Equity Tier 1 capital 103812 100510 Leverage ratio, % 51 52
Additional Tier 1 capital 10949 11050
Total Tier 1 capital 114761 111560 Financial conglomerate
Tier 2 capital 22232 13696 Capital adequacy for the financial conglomerate® 2018 2017
Total own funds 136993 125 256 Own funds after adjustments and deductions 143661 131998
Minimum capital requirement for credit risks, standardised Capital requirement 110014 82617
approach 3328 3046 Surplus 33647 49381
Minimum capital requirement for credit risks, IRB 21715 21245 Financial conglomerate solvency ratio, %° 1306 1598
Mini ital i f it risk, default fi ) ) ' , .
col:'lcrrriltl;;nti;iplta requirement for credit risk, default fund 59 57 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
Minimum capital requirement for settlement risks 0 0 value positions.
Minimum capital requirement for market risks 1042 695 2) To rectify for underestimation of default frequency in the model for corporate expo-
Trading book felele) 669 sures, Swedbank has dlecided to hold more capitgl until the updatgd model has.been
of which VaR and SVaR 719 486 appryoved‘ byAthe Swedish FSA. The lanjtl)unt alsp includes planned |mglementat|on of
— - EBA's Guideline on new default definition and increased safety margins.
of which risks outside VaR and SVaR 280 183 3) Buffer requirement according to Swedish implementation of CRD IV.
FX risk other operations 43 26 4) CET1 capital ratio as reported less minimum requirement of 4.5 per cent (excluding
Minimum capital requirement for credit value adjustment 307 299 buffer requirements) and less any CET1 items used to meet the Tier 1 and total
Minimum capital requirement for operational risks 5182 5079 capital requirements. . . § .
Additional mini ital - © Artide 3 CRR? 743 > 277 5) The own funds and capital requirement for the financial conglomerate are calculated
itional minimurm capital requirement, Article according to the accounting consolidation method in the Special Supervision of
Additional minimum capital requirement, Article 458 CRR” 16 685 Financial Conglomerates Act (2006:531).
Minimum capital requirement 51031 32 668 6) Calculated as the financial conglomerate’s own funds after adjustment and deduc-
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2018

Exposure Average risk weight, Minimum capital

Credit risks, IRB amount % requirement
Central government or central banks exposures 296418 2 375
Institutional exposures 49183 19 766
Corporate exposures 532 566 83 13963
Retail exposures 1165008 7 6226
of which mortgage lending 1047939 5 3929
of which other lending 117069 25 2297
Non credit obligation 8508 57 385
Total credit risks, IRB 2051683 13 21715

2017

Exposure  Average risk weight, Minimum capital

Credit risks, IRB amount % requirement
Central government or central banks exposures 322276 2 394
Institutional exposures 64071 18 899
Corporate exposures 508 895 33 13584
Retail exposures 1107632 7 6065
of which mortgage lending 1002551 5 3812
of which other lending 105081 27 2253
Non credit obligation 7042 54 303
Total credit risks, IRB 2009916 13 21245

Consolidated situation

Consolidated situation

Minimum capital requirements for market risks 2018 2017 Minimum capital requirement for operational risks 2018 2017
Interest rate risk 992 640 Standardised approach 5182 4988
of which for specific risk 279 182 of which trading and sales 232 210
of which for general risk 713 458 of which retail banking 3006 2993
Equity risk 53 127 of which commercial banking 1094 1038
of which for specific risk 0 1 of which payment and settlement 366 258
of which for general risk 53 126 of which retail brokerage 1 2
Currency risk in trading book 202 218 of which agency services 44 42
Total minimum capital requirement for risks in trading of which asset management 410 405
book? 999 669 of which corporate finance 29 40
of which stressed VaR 586 374 Basic indicator approach 0 91
Currency risk outside trading book 43 26 Total 5182 5079
Total 1042 695

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 Estonia AS',
Swedbank Latvia AS’ and Swedbank Lithuania AB'’s capital requirements for general
interest rate risk and currency risk in the trading book are calculated according to

the VaR model.
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Consolidated situation 2018 Consolidated situation 2017
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 64110 41 606 3328 60271 38074 3046
Central government or central banks exposures 213 149
Regional governments or local authorities exposures 2193 269 21 1884 221 18
Public sector entities exposures 1708 68 5 3882 111 9
Multilateral development banks exposures 2 566 3835 1 0
International organisation exposures 372 428
Institutional exposures 15156 345 27 13429 357 28
Corporate exposures 4700 4475 358 5174 4752 380
Retail exposures 17 960 12899 1032 14039 10262 821
Exposures secured by mortgages on immovable property 6175 2163 173 6000 2102 168
Exposures in default 556 562 45 511 521 42
Exposures in the form of covered bonds 220 23 2 122 12 1
Exposures in the form of collective investment undertakings (ClUs) 8 8 1 10 10 1
Equity exposures 8100 17535 1403 7127 16974 1358
Other items 4183 3259 261 3681 2751 220
Credit risks, IRB 2051683 271437 21715 2009916 265563 21245
Central government or central banks exposures 296 418 4689 375 322276 4921 394
Institutional exposures 49183 9581 766 64071 11241 899
Corporate exposures 532 566 174531 13963 508895 169802 13584
of which specialized lending in category 1 3 2 0 19 13 1
of which specialized lending in category 2 316 271 22 326 273 22
of which specialized lending in category 3 182 209 17 317 365 29
of which specialized lending in category 4 150 376 30 194 486 39
of which specialized lending in category 5 88 312
Retail exposures 1165008 77 826 6226 1107632 75811 6065
of which mortgage lending 1047939 49110 3929 1002551 47 646 3812
of which other lending 117 069 28716 2297 105081 28165 2253
Non-credit obligation 8508 4810 385 7042 3788 303
Credit risks, Default fund contribution 357 29 343 27
Settlement risks 177 0 0 0 0 0
Market risks 13024 1042 8684 695
Trading book 12 486 999 8364 669
of which VaR and SVaR 8984 719 6074 486
of which risks outside VaR and SVaR 3502 280 2290 183
FX risk other operations 538 43 320 26
Credit value adjustment 16 024 3826 307 16 291 3745 299
Operational risks 64779 5182 63 482 5079
of which Standardised approach 64779 5182 62 345 4988
of which Basic indicator method 1137 91
Additional risk exposure amount, Article 3 CRR 34 286 2743 28 460 2277
Additional risk exposure amount, Article 458 CRR 208 567 16 685
Total 2131994 637 882 51031 2086478 408 351 32668
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Swedish Baltic Large corporates & Group Functions &

2018 Banking Banking Institutions Other Eliminations Total
Income statement
Net interest income 15403 4768 3963 1114 -20 25228
Net commission income 7595 2503 2620 53 65 12836
Net gains and losses on financial items 400 272 1791 -353 2 2112
Share of the profit or loss of associates 693 335 1028
Other income 1484 737 158 833 -194 3018
Total income 25575 8280 8532 1982 -147 44222

of which internal income 56 127 478 -661
Staff costs 3116 946 1420 4274 9756
Variable staff costs 71 57 208 192 528
Other expenses 5776 1840 2168 -3772 -147 5865
Depreciation/amortisation 57 91 84 454 686
Total expenses 9020 2934 3880 1148 -147 16 835
Profit before impairment 16 555 5346 4652 834 27 387
Impairment of intangible assets 306 306
Impairment of tangible assets 8 8
Credit impairment 727 -208 13 -11 521
Operating profit 15828 5546 4639 539 26 552
Tax expense 3047 802 1005 520 5374
Profit for the year 12781 4744 3634 19 21178
Profit for the year attributable to the
shareholders of Swedbank AB 12 765 4744 3634 19 21162
Non-controlling interests 16 16
Net commission income
Commission income
Payment processing 729 703 390 274 -33 2063
Cards 2321 1562 2145 -2 -385 5641
Service concepts 820 99 320 -54 1185
Asset Management and custody 5073 408 1251 -8 -38 6 686
Corporate Finance and securities 210 381 -2 589
Lending and guarantee 287 235 704 B 21 1250
Deposits 26 139 5 B 173
Real estate brokerage 181 181
Life and non-life Insurance 612 57 -5 664
Other commission income 216 26 276 18 535
Total commission income 10475 3229 5472 229 -438 18967
Commission expense 2880 726 2852 176 -503 6131
Net Commission Income 7 595 2503 2620 53 65 12836

The operating segment report is based on Swedbank’s accounting policies, organisa-
tion and management accounts. Market-based transfer prices are applied between
operating segments, while all expenses for Group functions and Group staffs are
transfer priced at cost to the operating segments. Cross-border transfer pricing is
applied according to OECD transfer pricing guidelines.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 As-
sessment Process (ICAAP). The return on allocated equity for the operating segments
is calculated based on profit for the year for the operating segment (operating profit
less estimated tax and non-controlling interests), in relation to average monthly al-
located equity for the operating segment.

Swedish Banking, Swedbank’s dominant operating segment, is responsible for all
Swedish customers except for large corporates and financial institutions. The operating
segment’s services are sold through Swedbank’s own branch network, the Telephone
Bank, the Internet Bank and the distribution network of the independent savings
banks. The operating segment also includes a number of subsidiaries. Baltic Banking
operates in Estonia, Latvia and Lithuania. Its services are sold through its own branch
network, the Telephone Bank and the Internet Bank. The effects of Swedbank's owner-

ship interests in the Baltic companies Swedbank AS (Estonia), Swedbank AS (Latvia)
and Swedbank AB (Lithuania) are also reported in Baltic Banking in the form of financ-
ing costs, Group goodwill and Group amortisation on surplus values in the lending

and deposit portfolios identified at the time of acquisition in 2005. Large Corporates

& Institutions is responsible for large corporates, financial institutions and banks as
well as for trading and capital market products. Operations are carried out in Sweden,
Norway, Finland, US and China, and through the trading and capital market operation
in Estonia, Latvia and Lithuania. The Group Functions operate across the business
areas and serve as strategic and administrative support for them. The Group Functions
are Group Lending & Payments, Group Savings, Digital Banking, Group IT, Account-

ing & Finance (including Group Treasury), CEQ Office (including Corporate Affairs, HR
and Legal.), Risk, Compliance, The Group Executive Committee and Internal Audit are
also included in Group Functions. During 2018 Swedbank’s operating segments were
changed slightly to coincide with the organisational changes made in Swedbank’s busi-
ness area organisation. Comparative figures have been restated.
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Swedish Baltic Large corporates & Group Functions &
2018 Banking Banking Institutions Other Eliminations Total
Balance sheet
Cash and balances with central banks 3032 3305 156 824 163161
Loans to credit institutions 5582 116233 166 327 -251874 36 268
Loans to the public 1187783 169147 260081 10357 1627 368
Interest-bearing securities 1475 46 400 109979 -4 963 152891
Financial assets for which customers bear inv. risk 173478 4390 177 868
Investments in associates 3955 2133 6088
Derivatives 46351 23422 -30108 39665
Tangible and intangible assets 2157 11598 698 4631 19084
Other assets 3781 60328 15178 461 666 -517 254 23699
Total assets 1376736 249970 488 246 935 339 -804 199 2246 092
Amounts owed to credit institutions 27632 209 046 60371 -239831 57218
Deposits and borrowings from the public 564 060 220606 143090 1347 -8353 920750
Debt securities in issue 1255 12602 797 334 -6831 804 360
Financial liabilities for which customers bear inv. risk 173957 4705 178662
Derivatives 45380 16023 -30087 31316
Other liabilities 547972 53093 238 -519097 82 206
Subordinated liabilities 34184 34184
Total liabilities 1313621 226 566 463 211 909 497 -804 199 2108696
Allocated equity 63115 23404 25035 25842 137396
Total liabilities and equity 1376736 249970 488 246 935 339 -804 199 2246 092
Key figures
Return on allocated equity, total operations, % 20,8 20,6 143 01 16,1
Cost/income ratio 0,35 0,35 0,45 0,58 0,38
Credit impairment ratio, % 0,06 -0,13 0,01 -0,05 0,03
Loans/deposits, % 213 77 157 95 172
Loans, excl. repurchase agreements and Swedish
National Debt Office 1188 170 220 1578
Deposits, excl. repurchase agreements and Swedish
National Debt Office 559 221 140 920
Risk exposure amount 382 89 146 21 638
Full-time employees 3846 3569 1256 6194 14865
Allocated equity, average 61497 23071 25449 21428 131 445

Swedish Baltic Large corporates & Group Functions &
1/1/2018 Banking Banking Institutions Other Eliminations Total
Balance sheet
Cash and balances with central banks 2910 7615 189839 200 364
Loans to credit institutions 5175 4 54534 191743 -220436 31020
Loans to the public 1150174 149530 227173 8268 -252 1534893
Bonds and other interest-bearing securities 254 1546 27 541 118312 -2244 145409
Financial assets for which customers bear inv. risk 176170 4150 180320
Investments in associates 3662 2499 6161
Derivatives 15 62792 23528 -30655 55680
Total tangible and intangible assests 2177 11164 651 4293 -1 18284
Other assets 6807 41988 39003 457 446 -506 923 38321
Total assets 1344419 211307 419 309 995 928 -760511 2210452
Amounts owed to credit institutions 25847 179467 74281 -211351 68244
Deposits and borrowings from the public 530106 185011 138503 11099 -9006 855713
Debt securities in issue 666 17 802 836 988 -5247 850209
Financial liabilities for which customers bear inv. risk 176656 4468 181124
Derivatives 59958 18358 -32116 46 200
Other liabilities 554658 -502 791 51867
Subordinated liabilities 25864 25864
Total liabilities 1287 267 190 145 395730 966 590 -760511 2079221
Allocated equity 57152 21162 23579 29338 131231
Total liabilities and equity 1344419 211 307 419 309 995 928 -760511 2210452
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Swedish Baltic Large corporates & Group Functions &

2017 Banking Banking Institutions Other Eliminations Total
Income statement
Net interest income 15103 4221 3545 1735 -9 24 595
Net commission income 7481 2364 2348 -44 57 12 206
Net gains and losses on financial items 398 220 1854 -538 1934
Share of the profit or loss of associates 654 82 736
Other income 1311 621 123 956 -279 2732
Total income 24947 7 426 7870 2191 -231 42 203

of which internal income 102 47 349 -498
Staff costs 3137 858 1454 4036 9485
Variable staff costs 103 50 148 159 460
Other expenses 5621 1666 1837 -3023 -231 5870
Depreciation/amortisation 67 102 78 353 600
Total expenses 8928 2676 3517 1525 -231 16 415
Profit before impairment 16 019 4750 4353 666 25788
Impairment of intangible assets 80 95 175
Impairment of tangible assets 21 21
Credit impairment 413 -97 969 1285
Operating profit 15526 4826 3384 571 24 307
Tax expense 2946 822 725 450 4943
Profit for the year 12580 4004 2659 121 19 364
Profit for the year attributable to the
shareholders of Swedbank AB 12 566 4004 2659 121 19350
Non-controlling interests 14 14
Net commission income
Commission income
Payment processing 733 649 318 228 -12 1916
Cards 2247 1350 1867 -366 5098
Service concepts 705 54 48 807
Asset Management and custody 4649 478 1169 -19 -37 6240
Corporate Finance and securities 324 1 372 8 -11 694
Lending and guarantee 306 200 659 4 1169
Deposits 37 158 4 1 200
Real estate brokerage 198 198
Life and non-life Insurance 674 66 740
Other commission income 222 25 218 15 480
Total commission income 10095 2981 4 655 237 -426 17 542
Commission expenses 2614 617 2307 281 -483 5336
Net Commission Income 7 481 2 364 2348 -44 57 12 206
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Swedish Baltic Large corporates & Group Functions &
2017 Banking Banking Institutions Other Eliminations Total
Balance sheet
Cash and balances with central banks 2910 7615 189 846 200371
Loans to credit institutions 5437 7 54144 190338 -219180 30746
Loans to the public 1149814 149130 228206 8048 1535198
Interest-bearing securities 251 1534 27418 118075 -2244 145034
Financial assets for which customers bear inv. risk 176170 4150 180320
Investments in associates 3858 2499 6357
Derivatives 15 62792 23573 -30700 55680
Tangible and intangible assets 2184 11164 654 4282 18284
Other assets 8178 42380 38333 453 559 -501 804 40 646
Total assets 1345892 211290 419162 990 220 -753928 2212636
Amounts owed to credit institutions 25847 179429 74530 -211751 68055
Deposits and borrowings from the public 530280 184 994 138472 9753 -7890 855 609
Debt securities in issue 667 17724 830589 -4776 844204
Financial liabilities for which customers bear inv. risk 176657 4467 181124
Derivatives 59958 18361 -32119 46 200
Other liabilities 555956 -497 392 58564
Subordinated liabilities 25508 25508
Total liabilities 1288740 190128 395583 958 741 -753928 2079 264
Allocated equity 57152 21162 23579 31479 133372
Total liabilities and equity 1345892 211290 419162 990 220 -753928 2212636
Key figures
Return on allocated equity, total operations, % 22,5 19,2 12,0 04 151
Cost/income ratio 0,36 0,36 0,45 0,70 0,39
Credit impairment ratio, % 0,04 -0,07 0,40 0,00 0,08
Loans/deposits, % 219 81 158 177
Loans, excl. repurchase agreements and Swedish
National Debt Office 1149814 149130 202 659 47 1501650
Deposits, excl. repurchase agreements and Swedish
National Debt Office 524706 184 926 128033 8962 846 627
Risk exposure amount 171258 81902 137 164 18027 408 351
Full-time employees 3980 3476 1266 5866 14588
Allocated equity, average 55941 20836 22090 28889 127 756
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Savings & Payments & Trading & Capital
2018 Financing Investments Cards markets Other Total
Net interest income 23074 189 1384 -170 752 25228
Net commission income 1255 5300 5035 506 740 12836
Net gains and losses on financial items 19 27 3 1961 103 2112
Share of the profit or loss of associates 489 539 1028
Other income 49 1256 249 33 1430 3018
Total income 24397 6773 7160 2329 3563 44 222

Savings & Payments & Trading & Capital
2017 Financing Investments Cards markets Other Total
Net interest income 21567 86 1471 59 1412 24595
Net commissions 1042 5236 4545 815 568 12 206
Net gains and losses on financial items 2 147 13 2043 -271 1934
Share of the profit or loss of associates 444 292 736
Other income 48 1063 224 21 1376 2732
Total income 22659 6532 6 697 2938 3377 42 203

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. During 2018 Swedbank’s products structure was changed slightly and comparative figures have been restated.

(1) Financing

private residential lending
consumer financing

corporate lending

leasing

other financing products

trade finance

factoring

(2) Savings & Investments
savings accounts

mutual funds and insurance savings
pension savings

institutional asset management
other savings and investment products
(3) 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

(4) Trading & Capital Market Products
equity trading

structured products
corporate finance

custody services

fixed income trading
currency trading

other capital market products
(5) Other

administrative services
treasury operations

Ektornet

real estate brokerage

real estate management
legal services

safe deposit boxes

other

(5) Other also includes income from all countries apart from
Sweden, Baltics and Norway
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The geographical distribution is primarily based on where the business is carried out and is not comparable to the operating segment reporting. In the geographical distribution,
intangible assets, mainly goodwill related to acquisitions, has been allocated to the country where the operations were acquired. The column Other includes operations in Finland,
Denmark, Luxembourg and China. A more detailed country distribution is provided on Swedbank’s website.

2018 Sweden Estonia Latvia Lithuania Norway USA Other Eliminations Total
Income statement
Net interest income 19100 2175 1082 1291 1102 87 387 4 25228
Net commission income 9422 882 787 973 438 51 264 19 12836
Net gains and losses on financial items 1557 103 115 84 188 66 2112
Share of the profit or loss of associates 756 3 152 117 1028
Other income 2652 928 103 256 66 1 22 -1010 3018
Total income 33487 4091 2087 2604 1946 138 856 -987 44222
Staff costs 7215 830 466 629 350 45 161 9756
Variable staff costs 358 47 27 30 60 1 5 528
Other expenses 5125 479 387 390 F5 -14 150 -987 5865
Depreciation/amortisation 526 60 44 41 12 3 686
Total expenses 13224 1476 924 1090 757 32 319 -987 16 835
Profit before impairment 20263 2615 1163 1514 1189 106 537 27 387
Impairment of intangible fixed assets 306 306
Impairment of tangible fixed assets 8 8
Credit impairment 835 -153 -26 -36 -288 129 521
Operating profit 19062 2768 1189 1542 1477 106 408 26 552
Tax expense 3981 500 233 244 327 25 64 5374
of which current tax 4021 682 3 229 341 25 64 5365
of which paid tax 4296 589 95 36 81 5 63 5165
Profit for the period 15 081 2268 956 1298 1150 81 344 21178
Profit for the year attributable to the
shareholders of Swedbank AB 15065 2268 956 1298 1150 81 344 21162
Non-controlling interests 16 16

Net commission income

Commission income

Payment processing 1363 233 227 243 1 8 -12 2063
Cards 3477 569 485 508 196 406 5641
Service concepts 942 99 115 54 -25 1185
Asset Management and custody 6218 236 120 126 21 -35 6686
Corporate Finance and securities 395 27 12 12 81 7 55 589
Lending and guarantee 700 83 67 86 178 53 87 -4 1250
Deposits 31 9 46 87 173
Real estate brokerage 170 11 181
Life and non-life Insurance 606 57 24 27 -50 664
Other commission income 370 i3 i3 13 98 9 22 -3 535
Total commission income 14 272 1227 994 1201 669 69 664 -129 18967
Commission expense 4850 345 207 228 231 18 400 -148 6131
Net Commission Income 9422 882 787 973 438 51 264 19 12836
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2018 Sweden Estonia Latvia Lithuania Norway USA Other  Eliminations Total
Balance sheet

Cash and balances with central banks 4595 23197 21885 37108 795 26228 49353 163161
Loans to credit institutions 30965 3013 1013 1680 4503 74056 546 -79508 36 268
Loans to the public 1383951 79926 34931 54638 53010 2020 19888 -996 1627368
Interest-bearing securities 136027 3117 767 1299 7279 2152 2250 152891
Financial assets for which customers bear inv. risk 173478 4390 177 868
Investments in associates 4806 14 1005 263 6088
Derivatives 31883 182 46 83 10947 737 -4213 39665
Tangible and intangible fixed assets 7039 4611 2671 4513 238 12 19084
Other assets 35598 1061 958 542 3407 168 1813 -19848 23699
Total assets 1808342 119511 62271 99 863 81184 104624 74862 -104 565 2246092
Amounts owed to credit institutions 55331 516 32 45 60118 27053 69348 -155225 57218
Deposits and borrowings from the public 688031 88714 50451 86 299 4249 747 3061 -802 920750
Debt securities in issue 728158 11 76191 804 360
Financial liabilities for which customers bear inv. risk 173957 4705 178662
Derivatives 23926 193 54 79 10236 723 -3895 31316
Other liabilities 15405 5773 5671 55357 82 206
Subordinated liabilities 34184 34184
Total liabilities 1703587 109544 56310 92 094 74603 103991 73132 -104 565 2108696
Allocated equity 104 755 9967 5961 7769 6581 633 1730 137396
Total liabilities and equity 1808342 119511 62271 99 863 81184 104624 74 862 -104 565 2246092
1/1/2018 Sweden Estonia Latvia Lithuania Norway USA Other  Eliminations Total
Balance sheet

Cash and balances with central banks 89 463 21954 16470 25815 4284 40123 2251 4 200364
Loans to credit institutions 27273 1957 1365 2687 3070 35711 2395 -43438 31020
Loans to the public 1321 346 71612 31959 45999 48474 764 15460 -721 1534893
Bonds and other interest-bearing securities 130795 3207 1601 888 4763 3277 878 145409
Financial assets for which customers bear inv. risk 176170 4150 180320
Investments in associates 4849 10 1003 299 6161
Derivatives 45854 135 54 122 14012 560 -5057 55680
Tangible and intangible fixed assets 6714 4421 2606 4307 233 1 2 18284
Other assets 40 240 892 413 645 1564 81 392 -5306 38321
Total assets 1842704 108338 54 468 80463 77403 79957 22237 -55118 2210452
Amounts owed to credit institutions 61598 1820 231 28 49589 8124 17171 -70317 68 244
Deposits and borrowings from the public 650978 77 592 43215 68 007 4855 8706 3203 -843 855713
Debt securities in issue 787631 11 62 567 850 209
Financial liabilities for which customers bear inv. risk 176657 4467 181 124
Derivatives 38146 147 65 104 12240 597 -5099 46 200
Other liabilities 15243 5570 5340 4565 6 21141 51865
Subordinated liabilities 25864 25864
Total liabilities 1740874 99 280 49 081 73479 71249 79403 20971 -55118 2079219
Allocated equity 101830 9058 5387 6984 6154 554 1266 131233
Total liabilities and equity 1842704 108338 54 468 80463 77 403 79957 22237 -55118 2210452
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2017 Sweden Estonia Latvia Lithuania Norway USA Other  Eliminations Total
Income statement
Net interest income 18941 1994 1064 1161 941 166 324 4 24 595
Net commission income 9094 821 822 837 391 37 189 15 12 206
Net gains and losses on financial items 1174 132 97 103 421 7 1934
Share of the profit or loss of associates 451 2 224 59 736
Other income 2491 789 102 234 22 2 2 -910 2732
Total income 32151 3738 2085 2335 1999 205 581 -891 42 203
Staff costs 7303 769 404 540 300 45 124 9485
Variable staff costs 350 44 22 29 11 4 460
Other expenses 4976 520 377 464 306 -12 129 -890 5870
Depreciation/amortisation 439 61 48 43 7 2 600
Total expenses 13 068 1394 851 1076 624 33 259 -890 16 415
Profit before impairment 19083 2344 1234 1259 1375 172 322 -1 25788
Impairment of intangible fixed assets 175 175
Impairment of tangible fixed assets 19 2 21
Credit impairment 522 -32 -21 -45 856 6 1285
Operating profit 18 386 2376 1236 1302 519 166 323 -1 24307
Tax expense 3954 426 177 190 127 11 58 4943
of which current tax 4009 252 180 205 83 42 59 4830
of which paid tax 2629 257 210 150 203 3 64 3516
Profit for the period 14432 1950 1059 1112 392 155 265 -1 19 364
Profit for the year attributable to the
shareholders of Swedbank AB 14 418 1950 1059 1112 392 155 265 -1 19350
Non-controlling interests 14 14

Net commission income
Commission income

Payment processing 1263 211 201 237 3 9 -8 1916
Cards 3295 502 413 435 160 293 5098
Service concepts 699 54 42 20 -8 807
Asset Management and custody 5697 222 231 106 24 -40 6240
Corporate Finance and securities 540 19 7 10 110 7 3 -2 694
Lending and guarantee 660 83 59 58 173 45 95 -4 1169
Deposits 42 21 46 91 200
Real estate brokerage 183 15 198
Life and non-life Insurance 674 65 20 19 -38 740
Other commission income 363 8 12 13 55 9 20 480
Total commission income 13416 1131 989 1023 543 61 479 -100 17 542
Commission expense 4322 310 167 186 152 24 290 -115 5336
Net Commission Income 9094 821 822 837 391 37 189 15 12 206
2017 Sweden Estonia Latvia Lithuania Norway USA Other  Eliminations Total
Balance sheet

Cash and balances with central banks 89 463 21957 16475 25818 4284 40123 2251 200371
Loans to credit institutions 27357 1957 1368 2687 2850 35595 2366 -43434 30 746
Loans to the public 1321063 71375 31849 45946 49 468 753 15465 -721 1535198
Interest-bearing securities 130447 3195 1601 888 4748 3277 878 145034
Financial assets for which customers bear inv. risk 176170 4150 180320
Investments in associates 5045 10 1003 299 6357
Derivatives 45854 135 54 122 14012 560 -5057 55680
Tangible and intangible fixed assets 6714 4421 2606 4307 233 1 2 18284
Other assets 36298 1001 459 676 1759 135 390 -72 40 646
Total assets 1838411 108 201 54412 80 444 78357 79884 22211 -49284 2212636
Amounts owed to credit institutions 61537 1819 231 28 49589 8034 17134 -70317 68 055
Deposits and borrowings from the public 650892 77583 43209 68 004 4855 8706 3203 -843 855609
Debt securities in issue 781626 11 62 567 844 204
Financial liabilities for which customers bear inv. risk 176657 4467 181 124
Derivatives 38146 147 65 104 12240 597 -5099 46 200
Other liabilities 76 15116 5520 5324 5519 23 11 26975 58 564
Subordinated liabilities 25508 25508
Total liabilities 1734442 99143 49025 73 460 72203 79330 20945 -49 284 2079264
Allocated equity 103969 9058 5387 6984 6154 554 1266 133372
Total liabilities and equity 1838411 108 201 54 412 80 444 78357 79884 22211 -49284 2212636

Swedbank Annual and Sustainability Report 2018




103

NOTES, GROUP

2018 2017
Interest income/  Average annual Interest income/  Average annual
Average balance expense interest rate, % Average balance expense interest rate, %
Loans to credit institutions 39373 147 0.37 38206 60 0.16
Loans to the public 1602128 31069 1.94 1532472 30022 1.96
Interest-bearing securities 195495 216 011 192 806 182 0.09
Total interest-bearing assets 1836 996 31432 1.71 1763484 30264 1.72
Derivatives 66 752 2157 75474 1026
Other assets 603 020 809 603728 1241
Total assets 2506 768 34398 1.37 2442 686 32531 133
deduction of trading interests reported in net gains and
losses on financial items 340 343
Interest income, including negative yield on financial
assets, according to income statement 34058 32188
Amounts owed to credit institutions 112165 971 0.87 138757 821 0.59
Deposits and borrowings from the public 951 561 1234 0.13 907 184 1281 0.14
of which deposit guarantee fees 414 442
Debt securities in issue 941181 12726 135 910780 10984 121
Subordinated liabilities 30114 1016 337 29026 1193 411
Total Interest-bearing liabilities 2035021 15947 0.78 1985747 14279 0.72
Derivatives 52001 -8945 66 422 -8223
Other liabilities 288301 1702 262 760 1225
of which government resolution fund fee 1656 1205
Total liabilities 2375323 8704 0.37 2314929 7281 0.31
Equity 131 445 127 757
Total liabilities and equity 2506 768 8704 0.35 2442 686 7 281 0.30
deduction of trading interests reported in net gains and
losses on financial items -126 -312
Interest expense, including negative yield on
financial liabilities, according to income statement 8830 7593
Net interest income 25228 24 595
Net interest margin before trading interest are deducted 1.02 1.03
Interest income on Stage 3 loans (impaired loans in 2017) 279 110
Interest income on financial assets at amortised cost 32023 28828
Interest expense on financial liabilities at amortised cost 17075 15276

Net interest income increased 3 per cent to SEK 25 228m (24 595). The increase is
mainly due to higher lending volumes, the large part of which relates to Swedish
mortgages. An increase in the resolution fund fee of SEK 451m had a negative effect

on net interest income.
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2018 2017 2018 2017
Commission income Point in Point in
Payment pracessing 2063 1916 Over time time  Over time time
Cards 5641 5098 Commission income
Service concepts 1185 807 Payment processing 581 1482 638 1278
Asset management and custody 6 686 6240 Cards 788 4852 556 4502
Life insurance 577 660 Service concepts 1185 807
Securities 466 557 Asset management and custody 6686 6235 5
Corporate finance 123 137 Life insurance 562 14 645 15
Lending 1015 938 Securities 34 432 67 490
Guarantee 235 231 Corporate finance 123 137
Deposits 173 200 Lending 740 275 636 302
Real estate brokerage 181 198 Guarantee 200 36 183 48
Non-life insurance 87 80 Deposits 142 31 143 57
Other commission income 535 480 Real estate brokerage 181 198
Total 18967 17 542 Non-life insurance 87 80

Other commission income 474 60 450 30

2018 2017 Total 11 605 7 362 10617 6925
Commission expense
Payment processing -1166 -1078
Cards -2 465 -2115
Service concepts -177 -70
Asset management and custody -1573 -1368
Life insurance -191 -189
Securities -296 -279
Lending and guarantees -67 -60
Non-life insurance -33 -23
Other commission expense -163 -154
Total -6131 -5336

2018 2017
Net commission income
Payment processing 897 838
Cards 3176 2983
Service concepts 1008 737
Asset management and custody 5113 4872
Life insurance 386 471
Securities 170 278
Corporate finance 123 137
Lending 948 878
Guarantee 235 231
Deposits 173 200
Real estate brokerage 181 198
Non-life insurance 54 57
Other commission 372 326
Total 12 836 12 206

Net commission income rose 5 per cent to SEK 12 836m (12 206), mainly because of
higher asset management income as a result of solid asset price rises. The acquisition
of PayEx in the second half of 2017 and higher net card commissions also contributed
positively.
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2018 2017 2018 2017

Fair value through profit or loss Insurance premiums
Trading and derivatives Life insurance 1897 1834
Shares and share related derivatives 984 534 of which loan protection 243 223

of which dividend 170 282 of which other 1654 1611
Interest-bearing instruments and interest related Non-life insurance 972 766
derivatives -258 436 Total 2869 2 600
Other financial instruments -15 -2
Total 711 968 2018 2017
Non-trading Insurance provisions
Shares -26 Life insurance -1077 -1137

of which dividend 11 of which loan protection o -98
Interest-bearing instruments -265 of which other -983 -1039
Total -291 Non-life insurance -600 -526
Designated at fair value through profit or loss Total -1677 -1663
Shares 36

of which dividend 1 2018 2017
Loans to the public -1029 Net insurance
Financial liabilities 238 264 Life insurance 820 697
Total 238 -729 of which loan protection 149 125
Hedge accounting at fair value of which other 671 572
Ineffective part in hedge accounting at fair value Non-life insurance 372 240
Hedging instruments -373 -5188 Total 1192 937
Hedged item 339 5280
Total -34 92
Ineffective part in portfolio hedge accounting at _
fair value
Hedging instruments -16 660
Hedged item -22 -694 2018 2017
Total -38 -34 Profit from sale of subsidiaries and associates 688 686
Ineffective part in cash flow hedges Income from real estate operations 17 17
Derecognition gain or loss for financial Profit from sale of condominiums 8
liabilities at amortised cost -249 =385 Soidinventories 15 69
Derecognition gain or loss for financial assets at of which revenues 248 383
amortised cost 133 112 - -

- - of which carrying amount -233 -314
Trading r'elated interest T services 535 718
Interest income 340 343 Other operating income 571 298
Interest expense 126 312 Total 1826 1795
Total trading related interest 466 655
Change in exchange rates 1176 1255 During 2018 the shares in the associated company UC AB were sold giving a capital
Total 2112 1934 gain of SEKl6l77rn. During 2917 the shares in the associated company Hemnet AB

were sold giving a capital gain of SEK 680m.
Distribution by business purpose
Financial instruments for trading related business 2359 2710
Financial instruments intended to be held until
contractual maturity -247 -776
Total 2112 1934

Net gains and losses on financial items rose to SEK 2 112m (1 934). The increase is
mainly due to an improved result within Group Treasury as a result of lower covered

bond repurchasing activity.
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1 COMPENSATION WITHIN SWEDBANK

The majority of employees at Swedbank have fixed and variable compensation
components, which, together with pension and other benefits, represent their total
compensation. Total compensation is market based and designed to achieve a sound
balance between the fixed and variable components.

Total staff costs 2018 2017
Salaries and Board fees 6455 5951
Compensation through shares in Swedbank AB 322 314
Social insurance charges 2049 2028
Pension costs! 1128 947
Training costs 123 121
Other staff costs 207 584
Total 10284 9945

of which variable staff costs 528 460

of which personnel redundancy costs -179 255

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 2015, Programme 2016, Programme 2017 and Programme 2018. In 2018
shares associated with Programme 2014 were transferred.

2.1 Programme 2018

Programme 2018 consists of three parts: a general programme (Eken), an individual
programme and an individual programme (IP) 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 570 participants and consists of equal parts share-based and
cash compensation. At least 40 per cent of the variable compensation is deferred for

4 years. Cash compensation is applicable for the individual programs (IP). IPAM covers
around 55 employees 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 2018 as well as Programmes 2015-2017 can be
found in Swedbank’s Factbook, which is published on the bank's website in connection
with its quarterly reports as well as in the detailed agenda items that serve as a basis
for resolutions by the AGM.

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.
Delivery of shares is conditional on continued employment.

Each programme comprises i) the initial performance year, followed by ii) allotments
and a deferral period before iii) final transfer of the shares to participants in the year
after the conclusion of the deferral period and publication of the year-end report.
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
estimated price of shares in Swedbank 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 compensation for any dividends distributed that the performance rights 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 forfeited. The reported cost excluding social
insurance charges does not change when the market value of the performance rights
changes. Social insurance charges are calculated and recognised continuously based on
market value and ultimately determined at the time of delivery.
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Information on compensation according to the SFSA's regulations and general guide-
lines on compensation policies (FFFS 2011:1) is published on Swedbank’s website.

Variable Compensation Programme 2013-2018 2018 2017
Programme 2013

Recognised expense for compensation that is settled with

shares in Swedbank AB 11
Recognised expense for social insurance charges related to

the share settled compensation 7
Programme 2014

Recognised expense for compensation that is settled with

shares in Swedbank AB 20 78
Recognised expense for social insurance charges related to

the share settled compensation 6 20
Programme 2015

Recognised expense for compensation that is settled with

shares in Swedbank AB 48 50
Recognised expense for social insurance charges related to

the share settled compensation 19 14
Programme 2016

Recognised expense for compensation that is settled with

shares in Swedbank AB 62 69
Recognised expense for social insurance charges related to

the share settled compensation 17 15
Recognised expense for cash settled compensation -8

Recognised expense for payroll overhead costs related to
the cash settled compensation 18

Programme 2017
Recognised expense for compensation that is settled with

shares in Swedbank AB 52 99
Recognised expense for social insurance charges related to

the share settled compensation 12 20
Recognised expense for cash settled compensation 1 44
Recognised expense for fund compensation 4 8
Recognised expense for payroll overhead costs related to

the cash settled compensation and fund shares 1 15

Programme 2018
Recognised expense for compensation that is settled with

shares in Swedbank AB 139

Recognised expense for social insurance charges related to

the share settled compensation 29

Recognised expense for cash settled compensation 104

Recognised expense for fund compensation 11

Recognised expense for payroll overhead costs related to

the cash settled compensation and fund shares B

Total recognised expense 528 460
Number of performance rights that establish the recognised

share based expense, millions 2018 2017
Outstanding at the beginning of the period 7 9
Allotted 2 1
Forfeited

Exercised 3
Outstanding at the end of the period

Exercisable at the end of the period

Weighted average fair value per performance right at

measurement date, SEK 199 184
Weighted average remaining contractual life, months 20 11
Weighted average exercise price per performance right, SEK 0 0
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3 CEO COMPENSATION

Birgitte Bonnesen was appointed as CEO on 9 February 2016. Birgitte Bonnesen's
employment terms do not contain any variable compensation. The fixed salary is SEK
14 333 thousand.

The ordinary retirement age is 65 and Birgitte Bonnesen has a pension insurance
premium equivalent to 35 per cent of salary. The pensionable salary is capped at SEK
13 million.

If the employment is terminated by Swedbank, Birgitte Bonnesen receives 75 per
cent of salary during a 12 month term of notice and in addition the severance pay,
equivalent to 75 per cent of salary during 12 months. A deduction against salary and
severance pay is made for income earned from new employment.

If Birgitte Bonnesen resigns, the term of notice is six months and no severance pay
is paid.

SEK Thousands 2018 2017
Birgitte Bonnessen

Fixed compensation, salary 14333 13433
Other compensation/benefits 788 673
Total 15121 14 106
Pension cost, excluding payroll tax 4550 4550

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 during which these individuals were
active as senior executives.

All senior executives are eligible for Eken except for the Chief Executive Officer and
four other senior executives.

A total of 16 individuals were members of the Group Executive Committee at the
end of the year: Aet Altroff, Girts Bérzins, Mikael Bjorknert, Lars-Erik Danielsson,
Anders Ekedahl, Bjorn Elfstrand, Charlotte Elsnitz, Ragnar Gustavii, Cecilia Herngvist,
Anders Karlsson, Leif Karlsson, Ola Laurin, Lotta Lovén, Helo Meigas, Carina Strand and
Christer Tragardh. All sixteen have been active as other senior executives throughout
the entire year. Two were active as senior executives during part of the year: Elisabeth
Beskow och Lars Ljungalv.

2018 2017
Fixed compensation, salary 75 65
Variable compensation, cash 0 0
Variable compensation, share based 4 5
Other compensation/benefitst 10 9
Compensation at terminated contract? 0 0
Total 89 79
Pension cost, excluding payroll tax 24 20
Number of performance rights share based compensation
used for the annual cost 17901 24391
Total number of allotted performance rights share based
compensation 91 368 94788
No. of persons as of 31 December 16 18

1) Includes holiday pay, employee loan interest benefit, share benefit, lunch subsidy,
health care insurance benefit, telephone and fund discount.
2) Includes salary during term of notice, severance pay, pension costs and benefits, if any.
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4.2 Pension and other contractual terms to other senior executives

4.2.1 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. The pensionable salary is capped
at 30 income base amounts (the income base amount for 2018 was SEK 62 500).

In a defined benefit pension plan the employer guarantees a future pension, often
expressed as a percentage of salary. In a defined contribution pension plan the em-
ployer pays a pension premium equivalent to a percentage of the employee’s salary.

Ten senior executives are eligible for BTP2 and two senior executives are eligible for
BTP1. In addition, an individual defined contribution pension is paid on fixed salaries
exceeding 30 income base amounts for 14 senior executives. Two senior executives
receive a wholly premium-based pension solution (individual contracts).

The maximum pensionable salary for the defined contribution portion for all senior
executives is determined by the Board of Directors.

4.2.2 Other contractual terms to other senior executives

Term of notice Severance pay Resignation
8 persons 12 months 12 months 6 months
6 persons 12 months 6 months 6 months
1 person 3 months 12 months 1 month
1 person 1 month 6 months 1 month

Conditions within the framewaork 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 is paid

« If new work is found, a deduction is made for salary income during the term of notice
and during the period when severance is paid for those employed in Sweden.

Swedbank Annual and Sustainability Report 2018




108

NOTES, GROUP

5 COMPENSATION TO THE BOARD OF DIRECTORS

5.1 General information on remuneration to the entire Board of Directors
Compensation to the members of the Board of Directors, as indicated in the table
below, is determined by the AGM and refers to annual fees from the AGM 2018 to
the AGM 2019. Board compensation consists of fixed compensation for board work
as well as fixed compensation for any committee work. The three committees are the
Audit Committee, the Risk and Capital Committee and the Remuneration Committee.
During the year no costs were recognised for previous Board members beyond what

is indicated below. The Group does not have any pension entitlements for Board mem-
bers. Annika Poutiainen left the Board of Directors on the 10th of January 2019 as a
result of the Board for Swedish accountancy supervision, of which Annika Poutianen is
Chairperson, taking complete responsibility for Swedish accountancy supervision. The
compensation payment has been adjusted to reflect the reduced time working in the
Board as shown in the table below.

2018 2017
Compensation to the Board of Directors, corresponds to the annual
fees up to the AGM 2018.
SEK thousands Board fees Committee work Total Board fees Committee work Total
Lars Idermark, Chair 2540 333 2873 2460 325 2785
Ulrika Francke, Deputy Chair 850 565 1415 825 550 1375
Bodil Eriksson, Director 570 103 673 550 100 650
Mats Granryd, Director 570 233 803 550 225 775
Bo Johansson, Director 570 230 800 550 225 775
Peter Norman, Director 570 463 1033 550 450 1000
Annika Poutiainen, Director 456 186 642 550 225 775
Siv Svensson, Director 570 590 1160 550 350 900
Magnus Uggla, Director 570 410 980 550 400 950
Anna Mossberg, Director 570 103 673
Total 7 836 3216 11 052 7135 2850 9985

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.

The following table discloses the costs for 2018 and 2017.

SEK thousands 2018 2017
Within framework of Board fees set by the Board

Lars Idermark 2851 2775
Total 2851 2775

6 SUMMARY - COMPENSATION TO THE BOARD OF DIRECTORS, CEO AND
OTHERS IN THE GROUP EXECUTIVE COMMITTEE (KEY MANAGEMENT)

The table below shows the costs recognised for 2018 and 2017 for the Board of
Directors, CEO and others in the Group Executive Committee. The costs exclude social
insurance charges and payroll taxes.

7 SUMMARY - PENSIONS AND LOANS TO BOARDS OF DIRECTORS AND
EQUIVALENT SENIOR EXECUTIVES IN THE ENTIRE GROUP

Pension costs reported in the table below refer to current Directors, CEOs, Vice Presi-
dents and equivalent senior executives in the Group. The costs exclude social insurance
charges and payroll taxes.

2018 2017
Cost for the year related to pensions and similar benefits 55 45
No. of persons 68 65
Granted loans 346 416
No. of persons 116 150

Pension obligations for former CEOs and Vice Presidents have been funded through
insurance and pension foundations. The latter’s obligations amounted to SEK 295m
(341). The Group has not pledged any assets or other collateral or committed to contin-
gent liabilities on behalf of any of the above-mentioned group of senior executives.

2018 2017
Short-term employee belneﬁts : il 98 g SUMMARY - COMPENSATION TO BOARDS OF DIRECTORS AND EQUIVALENT
Post employment benefits, pension costs 28 25  SENIOR EXECUTIVES IN THE ENTIRE GROUP
Termination benefits, severance pay 0 0  Shown here are the salaries and other compensation for Boards of Directors, CEOs, Vice
Share-based payments 4 5 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
Total 143 128 . . . . .
deducted against their salaries, unless otherwise agreed. The costs exclude social
Granted loans 87 84 insurance charges and payroll taxes.
2018 2017
Boards of Directors, CEOs, Vice Presidents and Other All  Boards of Directors, CEOs, Vice Presidents and Other All
equivalent senior executives employees employees equivalent senior executives employees employees
Salaries and Salaries and

Number of Salaries and Variable  variable com- Number of Salaries and Variable  variable com-
Country persons Board fees  compensation pensation Total persons Board fees compensation pensation Total
Sweden 68 141 10 4614 4765 75 121 4458 4579
Estonia 29 23 2 658 683 35 23 3 565 591
Latvia 17 i3 2 367 382 15 11 2 313 326
Lithuania 19 14 2 471 487 20 18 5 398 421
Norway 1 3 293 296 1 2 213 215
USA 1 5 32 37 1 5 30 35
Other countries 3 123 127 3 4 95 99
Total 138 203 16 6558 6777 150 184 10 6071 6 265
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9 KEY RATIOS
Average number of employees based on 1 585 hours per
employee 2018 2017 Parental leave women/men, % 2018 2017
Sweden 8618 7407 Sweden 71/29 73/27
Estonia 2662 2626 Estonia 99/1 99/1
Latvia 1788 1749 Latvia 99/1 99/1
Lithuania 2541 2430 Lithuania 99/1 99/1
Norway 324 178
USA 19 21 2018 2017
Other countries 152 126 Gender distribution by country, % Female Male Female Male
Total 16102 14536 Sweden 56 44 56 44
Number of hours worked (thousands) 25521 23040 Estonia 75 25 75 25
Number of Group employees at year-end excluding long- Latvia 77 23 77 23
term absentees in relation to hours worked expressed as Lithuania 71 29 72 28
full-time positions 14865 14588
Norway 26 74 32 68
USA 18 82 21 79
Employee turnover excluding retired staff, % 2018 2017 Other countries 53 47 54 46
Swedish Banking 8.2 7.0
Large Corporates & Institutions 7.6 8.2
Baltic Banking 122 126 2018 2017
- Gender distribution for all employees,
Group Functions 9.5 7.7 Group Executive Committee and Boards
Total 9.6 8.8 of Directors, % Female Male Female Male
All employees 63 37 64 36
. . i Swedbank's Board of Directors 50 50 45 55
Employee turnover including retired staff, % 2018 2017 - - -
- - Group Executive Committee incl. CEO 41 59 42 58
Swedish Banking 96 9.8 - - -
L c tes & Institut 79 109 Group Executive Committee and their
arge orp(ljra es aInstitutions : : respective management teams 37 63 41 59
Battic Bankn?g lzz 126 Boards of Directors in the entire Group
Group Functions 104 90 incl. subsidiaries 45 55 46 54
Total 104 103 Senior executives in the entire Group
Employee turnover is calculated as the number of employees who terminated their incl. subsidiaries 5 £l 4 59
employment during the year divided by the number of employees as of 31December of
the previous year. — 2017
. Gender distribution, management
Other key ratios 2018 2017  positions by country, % Female Male Female Male
Average number of employees 16102 14536 Management positions, total 54 46 53 47
Number of employees at year-end 15879 15108  Management positions, Sweden 48 52 46 54
Number of full-time positions 14865 14588 Management positions, Estonia 66 34 67 33
Management positions, Latvia 72 28 71 29
Sick leave, % 2018 2017 Management positions, Lithuania 53 47 52 48
Sick leave Sweden 37 36 1) Applicable for Swedbank’s home markets: Sweden, Estonia, Latvia and Lithuania.
Sick leave Estonia 1.5 15
Sick leave Latvia 2.5 2.3
Sick leave Lithuania 18 1.6
Long-term healthy employees, %* 68.9 70.6

1) Refers to the Swedish operations. Long-term healthy refer to employees with a maximum
of five working days of sick leave during a rolling 12 month period.
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2018 2017 Credit impairment 2018
Expenses for premises 24 16 Loans at amortised Cost
Rents, etc. 1168 1136 Impairment provisions - Stage 1 80
IT expenses 1955 1963 Impairment provisions - Stage 2 -502
Telecommunications, postage 137 133 Impairment provisions - Stage 3 671
Consulting 333 326 Impairment provisions - Credit impaired, purchased or originated? 6
Compensation to savings banks 224 223 Total 255
Other purchased services 793 777 Write-offs 867
Travel 223 238 Recoveries -364
Entertainment 52 53 Total 503
Office supplies 104 95 Total - Amortised Cost 758
Advertising, public relations, marketing 297 306
Security transports, alarm systems 60 71 Commitments and financial guarantees
Maintenance 90 115 Impairment provisions - Stage 1 -27
Other administrative expenses 344 332 Impairment provisions - Stage 2 =70
Other operating expenses 61 86 Impairment provisions - Stage 3 -181
Total 5865 5870 Total -278
Write-offs 41
Remuneration to auditors 2018 2017 Total 41
[R)ePEJtr:eration to auditors elected by Annual General Meeting, Total - Commitments and financial guarantees -237
eloitte
Statutory audit 38 35 — -
- Total Credit impairment 521
Other audit 3 7
Other
Remuneration to other auditors elected by Annual General Credit impairment by borrower category
Meeting Credit institutions -20
Statutory audit 1 General public 541
Total 41 43 Total 521
Expenses for own internal Audit 76 69
1) of which SEK 3mis a change in the gross carrying amount of purchased or originated
credit-impaired assets due to remeasurement of expected credit losses recognized as part
of the gross carrying amount on initial recognition.
Credit impairment 2017
Provisions for loans that individually are assessed as impaired
Depreciation/amortisation 2018 2017 Provisions 987
Equipment 317 287 Reversal of previous provisions -267
Owner-occupied properties 40 37 Provision for homogenous groups of impaired loans, net 4
Intangible fixed assets 329 276 Total 724
Total 686 600 Portfolio provisions for loans that individually are not assessed
as impaired -40
Write-offs
Established losses 801
Utilisation of previous provisions -431
Recoveries -271
Total 99
Impairment 2018 2017 Credit impairment for contingent liabilities and other credit risk
Properties measured as inventory 7 20  exposures 502
Repossessed leasing assets 1 1 Credit impairment 1285
Total 8 21
Credit impairment by valuation category
Loans and receivables 801
Fair value through profit or loss 484
Total 1285
Credit impairment by borrower category
Credit institutions -2
General public 1287
Total 1285
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Tax expense 2018 2017
Tax related to previous years 60 -7
Current tax 5365 4809
Deferred tax -51 141
Total 5374 4943

The difference between the Group’s tax expense and the tax expense based on current tax rates is explained below:

2018 2017

SEKm per cent SEKm per cent
Tax expense in the income statement 5374 20,2 4943 20,3
22.0% of pre-tax profit 5842 22,0 5348 22,0
Difference 468 1,8 405 1,7
The difference consists of the following items:
Tax of previous years -60 -0,2 7 0,0
Tax-exempt income/non-deductible expenses -248 -09 -147 -06
Tax-exempt capital gains and appreciation in value of shares and participating interest 139 0,5 1 0,0
Other tax basis in insurance operations 147 06 142 06
Tax in associates 225 08 161 0,7
Deviating tax rates in other countries 200 08 243 1,0
Revaluation of deferred taxes due to changed tax rate in Sweden 65 0,2
Other, net 0 -2
Total 468 1,8 405 1,7
The 2018 tax expense corresponds to an effective tax rate of 20.2 per cent (20.3).
2018

Amendments
due to adop- Income Other compre- Exchange rate

Deferred tax assets Opening balance tions of IFRS9 statement  hensive income Equity differences  Closing balance
Deductible temporary differences
Other 49 -2 3 50
Share-based payment 1 1
Unused tax losses 128 -11 5 122
Unrecognised deferred tax assets -5 -4 -9
Total 173 -17 8 164
Deferred tax liabilities
Taxable temporary differences
Untaxed reserves 2443 -157 2286
Hedge of net investment in foreign operations -368 -212 -580
Provision for pensions -784 55 -366 -1085
Cash flow hedges -60 61 8 4 13
Intangible fixed assets 585 48 633
Provisions for credit impairments 44 44
Foreign currency basis risk -61 -54 -16 -131
Share-based payment -23 8 -15
Owner-occupied properties 17 16
Other 372 33 405
Total 2182 44 -68 -590 8 1576
Deferred tax related to the hedging of net investments in foreign operations and cash income. The unrecognised portion of deferred tax assets amounted to SEK 9m (5). The

flow hedging is recognised directly in other comprehensive income, since the changein  assets are not recognised due to uncertainty when and if sufficient taxable earnings
the value of the hedging instrument is also recognised directly in other comprehensive will be generated.
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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 Latvia Lithuania Denmark Norway
2018 17 17
Without maturity 739 631 13 52 44
Total 756 17 631 13 52 44

When the Group determines the deferred tax assets it will recognise, it forecasts future
taxable profits that can be utilised against tax loss carryforwards or other future tax
credits. Deferred tax assets are recognised only to the extent such profits are probable.
The Group expects that about 54 per cent (46) of the taxable losses that serve as the

basis for recognised deferred tax assets will be utilised before the end of 2021 i.e.
within the framework of the Group’s three-year financial plan. The losses for which
deferred tax assets are recognised derive from the Group’s home markets.

2017
Income  Other compre- Business combi- Exchange rate
Deferred tax assets Opening balance statement hensive income nation Equity differences  Closing balance
Deductible temporary differences
Other 41 6 2 49
Share-based payment 5 -4 1
Unused tax losses 125 -14 13 4 128
Unrecognised deferred tax assets -11 8 -2 -5
Total 160 0 13 -4 4 173
Deferred tax liabilities
Taxable temporary differences
Untaxed reserves 2480 -54 17 2443
Hedge of net investment in foreign operations -212 -9 -147 -368
Provision for pensions -388 46 -424 -18 -784
Cash flow hedges 65 -111 -14 -60
Intangible fixed assets 315 141 129 585
Share-based payment -54 31 -23
Owner-occupied properties 17 17
Other 232 129 8 372
Total 2438 142 -585 153 31 3 2182
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 Latvia Lithuania Denmark Norway
2018 32 32
2019 26 26
2020 13 13
Without maturity 745 670 6 40 29
Total 816 71 670 40 29
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Earnings per share are calculated by dividing profit for the year, after adjustments, at- and Programme 2018, give rise to potential ordinary shares from the grant date of
tributable to holders of ordinary shares in the parent company by a weighted average these shares from an accounting perspective. The grant date refers here to the date
number of ordinary shares outstanding. Earnings per share after dilution is calculated when the parties agreed to the terms and conditions of the programmes. From an
by dividing profit for the year, after adjustments, attributable to holders of ordinary accounting perspective, the grant dates for Programme 2015 was 26 March 2015,
shares in the parent company by the average of the number of ordinary shares out- for Programme 2016 - 5 April 2016, for Programme 2017 - 30 March 2017 and for
standing, adjusted for the dilution effect of potential shares. Swedbank's share-related Programme 2018 - 26 March 2018. The rights are treated as options in the calculation
compensation programmes, Programme 2015, Programme 2016, Programme 2017 of earnings per share after dilution.

2018 2017
Average number of shares
Weighted average number of shares before adjustments for shares acquired by associates, before dilution 1116238102 1113223329
Weighted average number of shares, before dilution 1116238102 1113223329
Weighted average number of shares for dilutive potential ordinary shares resulting from share-based compensation programme 4267 682 5547 365
Weighted average number of shares, after dilution 1120505784 1118770693

Earnings per share

Profit for the year attributable to the shareholders of Swedbank AB 21162 19350
Profit for the year used for calculating earnings per share 21162 19350
Earnings per share before dilution, SEK 18.96 17.38
Earnings per share after dilution, SEK 18.89 17.30

2018 2017

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 -1806 366 366 -1928 424 424
Share of other comprehensive income of associates,
Remeasurements of defined benefit pension plans -63 -49
Change in fair value attributable to changes in own credit risk of
financial liabilities designated at fair value through profit or loss 22 -5 -5
Total -1847 366 -5 361 -1977 424 0 424
Items that may be reclassified to the income statement
Exchange differences, foreign operations 1870 1081
Hedging of net investments in foreign operations -1474 212 73 285 -651 147 -3 144
Cash flow hedges 18 -4 -4 -63 14 14
Foreign currency basis risk -72 16 16
Share of other comprehensive income of associates 36 -80
Total 378 224 73 297 287 161 -3 158
Other comprehensive income -1469 590 68 658 -1690 585 -3 582

Carrying amount Nominal amount
2018 2017 1/1/2017 2018 2017 1/1/2017
Governments 94772 80901 102138 90 706 79106 99895
Municipalities 4806 4449 4585 7118 4392 4514
Other 1 553 848 1 550 844
Total 99579 85903 107 571 97 825 84 048 105 253

Accrued interest of SEK -76m is included in the Carrying amount for 2018.
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2018 2017 1/1/2017
Loans and advances 32342 26934 23565
Repurchase agreements 92 511 852
Cash collaterals posted 3834 3301 7780
Total 36 268 30746 32197

2018 2017 1/1/2017
Subordinated loans
Associates 620 620 620
Other companies 51 50 53
Total 671 670 673

Accrued interest of SEK 73m is included for 2018.
Repurchase agreements are held for trading purposes.

2018 2017 1/1/2017
Loans and advances 1556032 1481292 1430894
Repurchase agreements 39714 25047 48860
Leasing 30938 27601 24852
Cash collaterals posted 684 1258 2641
Total 1627 368 1535198 1507 247
Accrued interest of SEK 1 330m is included for 2018. Repurchase agreements are held for trading purposes
Finance lease agreements distributed by maturity
2018 <1lyr. 1-5yrs. > 5yrs. Total
Gross investment 9334 19633 3395 32362
Unearned finance income 553 732 139 1424
Net investment 8780 18901 3257 30938
Provisions for impaired claims related to minimum lease payments 15

The residual value of the leases in all cases is guaranteed by the lessee or a third party. The lease income did not include any contingent rents. Finance leases are included in
Loans to the public and relates to vehicles, machinery, boats etc.

Finance lease agreements distributed by maturity

2017 <1lyr. 1-5yrs. > 5yrs. Total
Gross investment 8506 16429 3890 28825
Unearned finance income 353 700 171 1224
Net investment 8153 15729 3719 27601
Provisions for impaired claims related to minimum lease payments 16
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G24
Issued by other than public agencies Carrying amount Nominal amount

2018 2017 1/1/2017 2018 2017 1/1/2017
Mortgage institutions 26 545 30141 34839 25343 29288 33623
Banks 11452 15259 22132 11287 15092 21840
Other financial companies 3983 5343 8081 3872 5192 7836
Non-financial companies 11332 8388 9449 11152 8284 9284
Total 53312 59131 74501 51654 57 856 72583

Accrued interest of SEK 582m is included for 2018.

2018 2017 1/1/2017
Fund units 162834 164 555 144 566
Interest-bearing securities 3801 3336 3104
Shares 11233 12429 12 444
Total 177 868 180 320 160114

Carrying amount Cost

2018 2017 1/1/2017 2018 2017 1/1/2017
Trading equities 1224 18206 12093 1478 17 608 11426
Trading fund shares 2058 1256 11547 1919 1196 10973
For protection of claims 3
Condominiums 11 2 9 11 2 7
Other 1628 387 245 1657 357 233
Total 4921 19850 23897 5066 19164 22639

G27
2018 2017 1/1/2017

Fixed assets
Credit institutions - Associates 2821 2736 2612
Credit institutions - Joint Venture 2873 2822 2622
Other associates 394 799 2085
Total 6088 6357 7319
Opening balance 6357 7 319
Amendments due to the adoption of IFRS 9 -196
Additions during the year 88
Change in accumulated profit shares, total comprehensive income 1001 605
Dividends received -1045 -1544
Disposals during the year -29 -111
Closing balance 6088 6357
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2018 Share of
Associates Corporate identity Carrying Share of associate’s
Corporate identity, domicile number Number amount Cost capital, % profit

Credit institutions

Sparbanken Skane, Lund 516401-0091 3670342 1209 1070 22.00 39
Sparbanken Rekarne AB, Eskilstuna 516401-9928 865 000 392 125 50.00 58
Swedbank Sjuhdrad AB, Boras 516401-9852 950 000 1134 288 47.50 106
Vimmerby Sparbank AB, Vimmerby 516401-0174 340000 86 41 40.00 5
Total credit institutions 2821 1524 208
Other associates

Babs Paylink AB, Stockholm 556567-2200 4900 92 20 49.00 8
BGC Holding AB, Stockholm 556607-0933 29177 168 98 29.17 -3
Finansiell ID-Teknik BID AB, Stockholm 556630-4928 12735 18 24 28.30 -4
Getswish AB 556913-7382 10000 15 21 20.00 3
Rosengard Invest AB, Malmd 556756-0528 5625 1 10 25.00 1
UC AB, Stockholm 556137-5113 1
USE Intressenter AB 559161-9464 20.00

VISA Sweden, ek for, Stockholm 769619-6828 17 38.90 328
Owned by subsidiaries

Bankomat AB, Stockholm 556817-9716 150 69 66 20.00 3
AS Sertifitseerimiskeskus, Tallin 10747013 16 14 9 25.00 3
Total other associates 394 248 340
Total associates 3215 1772 548

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 691 m (1 348) from VISA Sweden. As of 31 December 2018 Swedbank’s share of associates’ contingent liabilities and commit-
ments amounted to SEK 379m (430) and SEK 2 444m (2 427), respectively.

2018 Share of joint
Joint venture Corporate identity Carrying Share of venture’s
Corporate identity, domicile number Number amount Cost capital, % profit

Credit institutions

EnterCard Group AB, Stockholm 556673-0585 3000 2873 420 50,00 480
Total joint ventures 2873 420 480
Total associates and joint ventures 6088 2192 1028

EnterCard Holdings AB's subsidiaries EnterCard Sverige AB and EnterCard Norge AS have merged with the parent company during 2017. The operations of the Norwegian com-
pany are subsequently conducted as a branch. EnterCard Holding AB has in connection with the merger changed name to EnterCard Group AB. Swedbank AB received dividends of
SEK 275m (133) during the year. Condensed financial information for the EnterCard Group AB is shown below:

2018 2017
Loans to the public 28902 24187
Total assets 35582 29308
Amounts owed to credit institutions 29176 22967
Total liabilities 29834 23675
Net interest income 2929 2591
Total income 3356 3031
Total expenses 1471 1394
Credit impairments -649 -513
Operating profit 1235 1124
Tax expense -274 -280
Profit for the year 961 844
Total comprehensive income 1017 667

All shares are unlisted.
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The Group trades in derivatives in the normal course of business and for the purpose of at fair value with changes in value through profit or loss in the same manner as for other
hedging certain positions that are exposed to share price, interest rate, credit and currency derivatives. The carrying amounts of all derivatives refer to fair value including accrued
risks. Interest rate swaps that hedge the interest rate risk component in loan portfolios interest. The amounts offset for derivative assets and derivative liabilities include cash
or in certain debt securities in issue and subordinated liabilities are sometimes recognised collateral offsets of SEK 4 177m (3 531) and SEK 1 532m (261), respectively.

as hedging instruments in hedge accounting at fair value. The derivatives are recognised

Nominal amount 2018
Remaining contractual maturity Nominal amount Positive fair value Negative fair value

Note <1lyr 1-5yrs. >5yrs. 2018 2017 2018 2017 1/1/2017 2018 2017 1/1/2017

Derivatives in hedge
accounting

Fair value hedges,

interest rate swaps Ge9 47 283 442338 54536 544157 504072 10255 10514 16676 972 977 587
Portfolio fair value

hedges, interest rate

swaps G29 77 050 246 405 12350 335805 240905 207 278 223 1401 1392 2063
Cash flow hedges, for-
eign currency swaps G29 243 1536 7626 9405 9307 89 12 65 334 494
Total 124576 690279 74512 889 367 754284 10551 10804 16899 2438 2703 3144
Non-hedging
derivatives 7088730 4922017 922258 12933005 10663497 59379 54489 82749 61788 56381 96 150
Gross amount 7 213 306 5612296 996770 13822372 11417781 69930 65293 99648 64226 59084 99294
Offset amount G47 -3 540856 -2830906 -508603 -6880365 -3738336 -30265 -9613 -11837 -32910 -12884 -13705
Total 3672450 2781390 488 167 6942 007 7679445 39665 55680 87811 31316 46200 85589
Non-hedging
derivatives
Interest-related
contracts
Options 646 766 558865 145195 1350826 712663 894 616 1228 1823 1550 2288
Forward contracts 4175863 2184997 6 360 860 3482 668 643 376 580 579 360 547
Swaps 1146090 1878259 703 155 3727504 4665614 26410 28843 40537 28243 30418 42 469
Other 178 178 54 1
Currency-related
contracts
Options 49504 1967 51471 60273 258 316 632 242 338 749
Forward contracts 807 901 22601 736 831238 1090975 5880 7927 12501 5831 10126 15369
Swaps 174614 270778 65391 510783 552351 7391 7288 9794 7927 6651 9275
Other 3 1 1
Equity-related contracts
Options 71680 3801 7781 83 262 69389 17 292 8 684 17266 16633 6528 25018
Forward contracts 10719 10719 10448 447 190 68 236 96 64
Swaps 2058 259 2317 14030 22 124 16 138 198 246
Other 62 62 41
Credit-related contracts
Swaps 982 30 14 25 15
Commodity-related
contracts
Options 328 328 13 13
Forward contracts 2967 490 3457 4006 129 95 112 122 91 109
Total 7 088 730 4922017 922258 12933005 10663497 59379 54489 82749 61788 56381 96 150
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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 and subordinated liabilities are identified
and hedged on an issuance by issuance basis. Interest rate swaps designated as the hedg-
ing 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 3.4A.4, including the effective-
ness 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 following:

« 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.

One-to-one hedges - effectiveness assessment under IFRS 9

The economic relationship between the debt securities 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

Hedging instruments and hedge ineffectiveness

currencies and tenars. 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 or subordinated liabilities. The Group assesses hedge effectiveness
by comparing the changes in fair value of the debt securities 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 compared 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.

Carrying amount

Change in fair value used

for measuring Ineffectiveness

Nominal hedge ineffectiveness recognised in
amount Assets Liabilities (for the period) Profit or loss
Interest rate risk
Interest rate swap, Portfolio hedge 335805 207 1401 -16 -38
Interest rate swap, Debt securities in issue 510180 9968 836 -308 -30
Interest rate swap, Subordinated liabilities 33976 287 136 -65 -5
Total 879 962 10462 2373 -389 -73
Accumulated adjustment on
Hedged items Carrying amount the hedged item
Change in
value used for
measuring
hedge inef-
fectiveness
Assets Liabilities Assets Liabilities  (for the period)
Loans to the public, Portfolio hedge 336 565 760 -23
Debt securities in issue 525610 7755 279
Subordinated liabilities 34244 59 60
Total 336565 559854 760 7813 316
Maturity profile and average price, hedging instruments Remaining contractual maturity
<lyr 1-5yrs. >5yrs.
Portfolio hedge
Nominal amount 77050 246 405 12 350
Average fixed interest rate, % -0.11 0.21 093
Fair value hedges
Nominal amount 47 283 442 338 54535
Average fixed interest rate, % 163 0.56 1.99
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Cash flow hedges

The Group's approach to managing market risk, including currency risk, and its exposure

to those risks are presented in note G3. In accordance with the Group’s risk management
strategy, currency swaps are entered into to mitigate the foreign currency 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 securities in issue and interest
rate swaps in the same foreign currency. The hedging instruments are currency swaps,
which convert the foreign currency cash flows into SEK. The foreign currency basis spread
in the currency swaps is excluded from the hedge accounting relationship and is accounted
for as described in note G2 section 3.4A.4. Currency swaps designated as hedging instru-
ments 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
relationships meet the criteria outlined in note G2 section 3.4A.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
currency 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 opposite direc-
tions 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.

Hedging instruments and hedge ineffectiveness Carrying amount

NOTES, GROUP

The hedge ratio is one-to-one as the issued amount of the currency 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 currency 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. Potential sources of hedge ineffec-
tiveness 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 currency swaps with high
credit quality counterparties.

« Different discount curves are applied for the valuation of the respective hedged item and
the currency swaps.

The tables below provide information relating to the hedged items and hedging instru-
ments in qualifying cash flow hedge relationships.

Amount reclas-
sified from
the Cash flow

Change in fair value used

for measuring Change in value of the

Nominal hedge ineffectiveness hedging instrument  hedge reserve Cash flow
amount Assets Liabilities (for the period) recognised in OCl to Profit or loss hedge reserve
Foreign currency risk
Cross currency swaps, EUR/SEK 9405 89 65 421 18 403 4
Hedged items
Change in fair
value used
for measuring Ineffective-
hedge ineffec- ness recog-
tiveness (for  nised in Profit
the period) or loss
Foreign currency risk
EUR debt securities in issue and interest rate swaps 391 0
Maturity distribution regarding future hedged cash flows in cash flow hedge accounting
<lyr 1-3yrs 3-5yrs 5-10yrs >10yrs
Negative cash flows (liabilities) 253 1082 665 7781 230

Future cash flows above, expressed in SEKm, are exposed to variability attributable to changed interest rates and/or changed currency rates.
These future cash flows are hedged with derivatives, recognised as cash flow hedges, with opposite cash flows that eliminate the variability.

Maturity profile and average price, hedging instruments

Remaining contractual maturity

Foreign currency risk
Nominal amount

Average FX rate

<1lyr 1-5yrs. >5yrs.
243 1536 7626
10.57 9.87 10.28
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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
versus SEK, which causes the carrying amount of the net investments 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 liabilities, and thus the foreign ex-
change effect is 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.

The Group ensures that designated hedge relationships fulfil the effectiveness
requirements.The economic relationship between the net investment in the foreign
operation and the debt securities or subordinated liabilities is assessed using a qualitative

Hedging instruments and hedge ineffectiveness

analysis of the critical terms, which are matched. The carrying amounts are expected to
move in opposite directions as a result of a change in the foreign currency rate. The hedge
ratio is one-to-one as the carrying amount of the debt securities or subordinated liabilities
match the portion of the net investment in the foreign operation that is designated as the
hedged item. The Group assesses hedge effectiveness by comparing the changes in value
of the designated net investment, with the changes in the carrying amont of the debt
securities or subordinated liabilities, due to movements in the foreign currency rate . Hedge
ineffectiveness is reported in the income statement as Net gains and losses on financial
items and could arise if there are differences in the quantity of the hedged item and
the hedging instrument. 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.

Carrying amount

Hedging of net
investments in
foreign operations

Change in fair value used
for measuring
hedge ineffectiveness (for

Change in value of
the hedging instru-
ment recognised in

Liabilities the period) 0Cl before tax after tax
Foreign currency risk
EUR denominated, Debt securities in issue 34187 -1410 -1410 -3 557
USD denominated, Debt securities in issue 65 -5 -5 -12
NOK denominated, Debt securities in issue 1370 -59 -59 125
Total 35622 -1474 -1474 -3444

Hedged items

Change in value used
for measuring

hedge ineffective-
ness (for the period)

EUR net investment 1410
USD net investment 5
NOK net investment 59
Total 1474
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Indefinite useful life Definite useful life
Internally developed
2018 Goodwill Brand Customer base software Other Total
Cost, opening balance 15211 161 1858 3418 1649 22297
Additions through internal development 888 888
Additions through separate acquisitions 116 116
Sales and disposals -144 -144
Exchange rate differences 544 38 17 5399
Cost, closing balance 15755 161 1896 4306 1638 23756
Amortisation, opening balance -1174 -771 -1242 -3187
Amortisation for the year -64 -164 -101 -329
Sales and disposals -5 0 115 110
Exchange rate differences -34 0 -16 -50
Amortisation, closing balance -1277 -935 -1244 -3456
Impairment, opening balance -2111 -213 -417 -40 -2781
Impairment for the year -24 -282 -306
Exchange rate differences -95 -95
Impairment, closing balance -2 206 0 -237 -699 -40 -3182
Carrying amount 13549 161 382 2672 354 17118

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.

Indefinite useful life Definite useful life
Internally developed
2017 Goodwill Brand Customer base software Other Total
Cost, opening balance 14 463 1793 1999 1520 19775
Additions through business combinations 429 161 39 415 1044
Additions through internal development 1004 1004
Additions through separate acquisitions 164 164
Sales and disposals -67 -67
Exchange rate differences 319 26 32 377
Cost, closing balance 15211 161 1858 3418 1649 22297
Amortisation, opening balance -1078 -689 -1157 -2924
Amortisation for the year -76 -82 -118 -276
Sales and disposals 50 50
Exchange rate differences -20 -17 -37
Amortisation, closing balance -1174 -771 -1242 -3187
Impairment, opening balance -2 055 -156 -321 -40 -2572
Impairment for the year -57 -96 -22 -175
Sales and disposals 22 22
Exchange rate differences -56 -56
Impairment, closing balance -2111 0 -213 -417 -40 -2781
Carrying amount 13100 161 471 2230 367 16 329
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Carrying amount

Specification of intangible assets with indefinite useful life Acquisition year 2018 2017 1/1/2017
Goodwill
Swedbank Robur AB 1995 328 328 328
Foéreningsbanken AB 1997 1342 1342 1342
Swedbank Forsdkring AB 1998 651 651 651
Kontoret i Bergsjo 1998 13 13 13
Olands Bank AB 1998 9 9 9
FSB Bolandirekt Bank AB 2002 159 159 159
Soderhamns Sparbank AB 2007 24 24 24
PayEx 2017 429 429
Sweden 2955 2955 2526
of which banking operations 1547 1547 1547
of which other 1408 1408 979
Swedbank AS 1999 1243 1189 1158
Swedbank AS 2000 12 12 12
Swedbank AS 2001 146 140 136
Swedbank AS 2005 9012 8623 8395
Baltic countries 10413 9964 9701
of which allocated to:
Banking operations in Estonia 4358 4170 4060
Banking operations in Latvia 2244 2147 2090
Banking operations in Lithuania 3811 3647 3551
First Securities ASA 2005 181 181 181
Norway 181 181 181
Total 13549 13100 12 408
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 es-
tablished three-year financial plans. The most important assumptions in the three-year
plan are the executive management'’s estimate of net profit, including credit impair-
ments; growth in each economy, both GDP and industry growth; and the trend in risk
weighted 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 ap-
propriate 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 invest-
ments, 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 adequacy or solvency rules. The Group currently believes that a Common
Equity Tier 1 capital ratio of 14 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
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level are 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 bank-
ing 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 experience 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 generat-
ing 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 REA growth
%

Annual average REA growth
%
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Annual REA growth
%

Cash-generating unit 2018 2017 2018 2017 2018 2017 2018 2017
2019-2021 2018-2020 2022-2048 2021-2048 2022-2048 2021-2048 2049- 2049-

Banking operations

Estonia 3.3 0.2 3.6-3.0 3.7-3.0 3.2 3.0 3.0 3.0

Latvia 0.2 1.7 4.2-3.0 3.6-3.0 3.2 3.2 3.0 3.0

Lithuania 53 2.0 2.6-3.1 4.5-2.3 3.3 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

Average discount rate

Annual average discount rate

Average discount rate

% % % %

Cash-generating unit 2018 2017 2018 2017 2018 2017 2018 2017

2019-2021 2018-2020 2022-2048 2021-2048 2022-2048 2021-2048 2049- 2049-
Banking operations
Estonia 109 99 10.9-9.0 9.9-9.0 95 9.3 9.0 9.0
Latvia 116 105 116-9.0 10.5-9.0 98 9.6 9.0 9.0
Lithuania 116 105 116-9.0 10.4-9.0 9.8 9.6 9.0 9.0
Sweden 57 5.0 5.7 5.0 5.7 5.0 5.7 5.0

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 2018 2017 2018 2017 2018 2017 2018 2017
Banking operations
Estonia 22421 21143 35403 31334 -1694 -1513 -2837 -2354
Latvia 10368 9625 11 408 11317 -240 -193 -612 -674
Lithuania 12157 11137 15205 14886 -758 -770 -1349 -1293
Sweden! 63 044 57488 75175 74 596 -1012 -2120 -7 662 -10498

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 confident
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 10 413 m (9 964). Goodwill is tested for impairment
separately for each country. Essentially the same assumptions were used in the
impairment testing for 2018 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 bank-
ing 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 2019 and 2048 from 5 per cent down to 3 per cent, which is consid-
ered 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 2019-2021 was
approximately 13 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 6 per cent (6), or 7 per
cent (7) before tax.
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Current assets

Fixed assets

Owner-occupied

2018 Properties Equipment properties Total
Cost, opening balance 549 3 095 1440 5084
Additions 80 367 9 456
Sales and disposals -455 -292 -68 -815
Exchange rate differences 7 33 58 98
Cost, closing balance 181 3203 1439 4823
Amortisation, opening balance -2235 -486 -2721
Amortisation for the year -317 -40 -357
Sales and disposals 256 65 321
Exchange rate differences -23 -22 -45
Amortisation, closing balance -2319 -483 -2 802
Impairment, opening balance -408 -408
Impairment for the year -8 -8
Sales and disposals 362 362
Exchange rate differences
Impairment, closing balance -55 0 0 -55
Carrying amount 126 884 956 1966
The useful life of equipment is deemed to be between three and ten years and its residual useful lives of between 12 and 25 years. The residual value is deemed to be zero. The
value is deemed to be zero as in previous years. The depreciable amount is recognised depreciable amount is recognised linearly in profit or loss over the useful life. Land has
linearly in profit or loss over the useful life. There was no change in useful lives in 2018, an indefinite useful life and is not depreciated.
No indications of impairment were identified on the balance sheet date for equipment
and owner-occupied properties. Individual structural components are deemed to have

Current assets Fixed assets

Owner-occupied

2017 Properties Equipment properties Total
Cost, opening balance 655 3018 1306 4979
Additions 50 402 201 653
Sales and disposals -160 -347 -102 -609
Exchange rate differences 4 22 35 61
Cost, closing balance 549 3095 1440 5084
Amortisation, opening balance -2 246 -471 -2717
Amortisation for the year -286 -38 -324
Sales and disposals 309 33 342
Exchange rate differences -12 -10 -22
Amortisation, closing balance -2235 -486 -2721
Impairment, opening balance -398 -398
Impairment for the year -21 -21
Sales and disposals 13 13
Exchange rate differences -2 -2
Impairment, closing balance -408 0 0 -408
Carrying amount 141 860 954 1955
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2018 2017 1/1/2017
Security settlement claims 8466 9863 4659 2018 2017 1/1/2017
Other financial assets? 5504 4635 3408 |nvestment contracts, unit-link 161300 162938 142 921
Total 13970 14499 8067  |nvestment contracts, life 17 362 18186 18130

1) Property taken over to protect claims amounted to SEK 81m (80) in the Group. Total 178662 181124 161051

2018 2017 1/1/2017 2018 2017 1/1/2017

Prepaid expenses 1414 1044 1081 Commercial papers 131434 149974 102 225
Unbilled receivables 399 563 540 Covered bonds 497 936 519845 558295
Accrued interest income 2353 2930 Other interest-bearing bonds 164 243 159536 166161
Total 1813 3960 4551 Structured retail bonds 10747 14849 14992
Total 804 360 844204 841673

From 1 January 2018, the Group presents contractually accrued interest on financial
assets and financial liabilities as part of the carrying amount of the related asset or
liability the balance sheet. Previously, the contractually accrued interest was presented
within Prepaid expenses and accrued income or Accrued expenses and prepaid income.

Accrued interest of SEK 4 747 m is included for 2018.

_ 2018 2017 1/1/2017
Shares 358 234 96
2018 2017 1/1/2017
- Interest-bearing securities 37975 14225 11518
Swedish central bank 7
- Total 38333 14 459 11614
Swedish banks 20944 20379 23788 otich - P - 199 =
Swedish credit institutions 4256 2623 1216 of which own I5sued shares
Foreign central banks 13884 23199 22079
Foreign banks 17 460 21229 23978
Foreign credit institutions 401 625 757
Foreign banks, repurchase agreements 266 13
Total 57218 68 055 71831

Repurchase agreements are held for trading purposes.
Accrued interest of SEK 225 m is included in the Carrying amount for 2018.

2018 2017 1/1/2017
Deposits from Swedish public 685383 640328 593 784
Deposits from foreign public 234726 206574 188248
Deposits from Swedish public, repurchase
agreements 641 8707 10892
Total 920750 855609 792 924

Accrued interest of SEK 98 mis included for 2018.
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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 retire-

Amount reported in balance sheet for defined

benefit pension plans 2018 2017 1/1/2017
Funded pension obligations and payroll tax 24272 22918 20900
Unfunded pension obligations and payroll tax 214 189
Fair value of plan assets -19507 -19907 -19494
Total 4979 3200 1406

of which reported as a pension liability 4979 3200 1406
Changes in defined benefit pension plans, includ-
ing payroll tax 2018 2017
Opening obligations 23107 20900
Business combinations 152
Current service cost and payroll tax 646 581
Interest expense on pension obligations 580 571
Pension payments -805 -776
Payroll tax payments -146 -175
Remeasurement 1105 1854
Closing obligations 24 486 23107

2018 2017 2018

Pension obligations, including payroll tax Number of
Active members 9920 8942 5441
Deferred members 4750 5433 10284
Pensioners 9816 8732 12941
Total 24 486 23107 28 666
Vested benefits 21097 20665
Non-vested benefits 33390 2442
Total 24 486 23107

of which attributable to future salary

increases 3228 2530
Changes in plan assets 2018 2017
Opening fair value 19907 19494
Interest income on plan assets 510 542
Contributions by the employer 597 721
Pension payments -804 -776
Remeasurement -701 -74
Closing fair value 19508 19907
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ment pension, disability pension and survivor's pension. Remuneration levels differ

for salaries with different income base amounts. For salaries over 30 income base
amounts, there is no pension according to BTP2. Consequently, the Group’s provision
and pension cost are affected by each employee’s anticipated longevity, final salary
and income base amounts. The pension plan also contains a complementary retirement
pension which has been defined contribution since 2001 rather than defined benefit. In
2012 BTP was renegotiated 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 (Sparinstitutens PensionsKassa Forsdkringsforening). 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 79
per cent. This is done using the metric SPKis likely to have used on the closing day to
distribute assets if the plan were immediately dissolved or if a situation arose that re-
quired 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 abligations. There is no such deficit.
SPK’s asset management is mainly based on the regulations it faces. The Group’s provi-
sion and other comprehensive income are therefore affected by SPK’s return on assets.

For individuals who have been in executive positions, there are complementary
individual defined benefit pension obligations. They are funded through provisions to
pension funds which comply with the Act on Safeguarding Pension Benefits.

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 214 m (189) at the end of the year. The pension commitments are secured in
own balance sheet in accordance with the Guarantee Act “Tryggandelagen”.

of which of which

quoted quoted

market market

price in price in

an active an active

Fair value of plan assets 2018 market 2017 market
Bank balances 251 251 359 359
Derivatives, currency-related 45 45 36 36
Investment funds, interest 10707 10707 12352 12352
Investment funds, shares 3859 3859 3801 3801
Investment funds, other 4646 4475 3359 1694
Total 19508 19336 19907 18 242
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Undiscounted cash flows

No maturity/

Remaining maturity 2018 <1lyr 1-5yrs 5-10yrs >10yrs discounteffect Total
Pension obligations, including payroll tax 865 3360 4385 31845 -15969 24 486
Plan assets 251 19256 19508
Expected contributions by the employer 818
Undiscounted cash flows
No maturity/
Remaining maturity 2017 <lyr 1-5yrs 5-10yrs >10yrs discounteffect Total
Pension obligations, including payroll tax 879 3306 4241 30658 -15976 23107
Plan assets 359 19548 19907
Expected contributions by the employer 733
Pension costs reported in income statement 2018 2017 Sensitivity analysis, pension obligations 2018 2017
Current service cost and payroll tax 646 581 Financial
Interest expense on pension obligations 580 571 Change in discount rate - 25 bps 1164 1059
Interest income on plan assets -510 -542 Change in salary assumption +25 bps 521 483
Pension cost defined benefit pension plans 716 610 Change in pension indexation/inflation assumption +25 bps 1127 1044
Premiums paid for defined contribution pension plans and Change in income base amount assumption -25 bps 225 213
payroll tax 412 337 Demographic
Total 1128 947 All entitled employees choose early retirement option at
maximum 901 762
Remeasurements of defined benefit pension plans reported in Change in employee turnover assumption -25 bps 58 38
other comprehensive income 2018 2017 o -
Expected remaining life for a 65 years old man and woman
Actuarial gains and losses based on experience 54 -262 +2 year 1747 1623
Actuarial gains and losses arising from changes in financial
assumptions -1159 -159¢2 . . . . ) . .
- - When the cost of defined benefit pension plans is calculated, financial and demographic
Rejcurn on plan assets, excluding amounts included assumptions have to be made for factors that affect the size of future pension pay-
Ininterest income 701 74 ments. The discount rate is the interest rate used to discount the value of future pay-
Total -1806 -1928 ments. The interest rate is based on a market rate of interest for first-class corporate
bonds traded on a functioning market with remaining maturities and currencies match-
Actuarial assumptions, per cent 2018 2017 ing those of the pension obligations. The Group considers Swedish covered mortgage
Financial bonds 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 for remaining
Discount rate, 1 January 2.56 278 maturities with the help of prices for interest rate swaps. The weighted average matu-
Discount rate, 31 December 2.42 2.56 rity of the defined benefit obligation is nearly 21 years. A reduction in the discount rate
Future annual salary increases, 1 January 3.39 3.00 of 0.25 bp would increase the pension provision by approximately SEK 1 164m (1 059)
] and the pension cost by SEK 24 m (54). Future annual salary increases reflect projected
Future annual salary increases, 31 December 355 339 future salary increases as an aggregate effect of both contractual wage increases and
Future annual pension indexations/inflation, 1 January 1.95 1.84 wage drift. Because the defined benefit pension plan no longer covers new employees,
Future annual pension indexations/inflation, 31 December 1.92 1.95 only those employed before 2013, the salary increase assumption has been adapted to
Future annual changes in income base amount, 1 January 373 374 assume thatthg planis chsed.As of 2014 aq age-basedAsalarymcrease a;sumpnon is
— therefore used instead. This means that a unique salary increase assumption is set for
Future annual changes in income base amount, 31 December 3.73 373 each age group of employees. As of 2014 the inflation assumption is based on quoted
Demographic prices for nominal and index-linked government bonds. For longer maturities that lack
Entitled employees who choose early retirement option 50.00 50.00 quoted prices, the inflation assumption is gradually adapted to the Riksbank's target
Future annual emplayee turnover 3.50 3.50 of 2200 percentage points. The final benefits under BlTP arg determined on the basis of
£ o inina life for 2 65 d 22 > the income base amount. Therefore, future changes in the income base amount have to
Xpected remaining ite Tor a bo years old man be estimated. The assumption is based on historical outcomes. Annual pension indexa-
Expected remaining life for a 65 years old woman 24 24

tion has to be determined as well, since indexation historically has always been neces-
sary. The indexation is assumed to correspond 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 employees, 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 remain-
ing lifetime of beneficiaries is updated annually.
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Life insurance Non-life insurance Total
2018 2017 1/1/2017 2018 2017 1/1/2017 2018 2017 1/1/2017
Opening balance 1491 1592 1537 343 228 191 1834 1820 1728
Provisions 1077 1137 978 600 526 405 1676 1663 1383
Payments -1135 -1264 -966 -530 -418 -375 -1665 -1682 -1341
Exchange rate differences 37 26 43 15 7 7 52 33 50
Closing balance 1470 1491 1592 428 343 228 1897 1834 1820

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

2018 2017 1/1/2017
Security settlement liabilities 5889 6564 4894
Other liabilities 23687 18001 9860
Provisions for commitments and financial
guarantees 407 132 128
Restructuring provision 315 62
Other provisions 53 47 44
Total 30035 25059 14989

In 2017 a restructuring provision of SEK 300m was established due to changes in the
IT organisation. Of the allocated reserves, so have SEK 106m (47) utilised and SEK
209m (0) were reversed due to lower staff costs.

2018 2017 1/1/2017
Accrued expenses 2649 2385 2551
Contract liabilities 736 611 597
Accrued interest expenses 6654 7769
Total 3385 9650 10917

From 1 January 2018, the Group presents contractually accrued interest on financial
liabilities as part of the carrying amount of the related asset or liability the balance
sheet. Previously, the contractually accrued interest was presented with Accrued
expenses/prepaid income.

G43

2018 2017 1/1/2017

Subordinated loans 23015 14422 12925
Undated subordinated loans 11169 11086 14329
of which Tier 1 capital contribution 11169 11086 14329
Total 34184 25508 27 254

The Group has a total of USD 1 250m Additional Tier 1 capital (AT1) outstanding,
which is perpetual. A total of USD 750m was issued on February 12, 2015 with a call
option on March 17, 2020. A total of USD 500m was issued on December 9, 2016 with
a call option on March 17. 2022. The liabilities will be converted to ordinary shares in
Swedbank AB if the core tier one ratio of Swedbank AB or consolidation situation falls
below 8.0 per cent or 5.125 per cent respectively. The liabilities will be converted to
current share price, but not lower than USD 15,70 translated to SEK with the prevail-
ing exchange rate.
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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
anticipated claims based on previous years’ experience with each type of insurance
contract is used as a basis for the provision. Assumptions are made with regard to
interest rates, morbidity, mortality and expenses.

2018 2017 1/1/2017
Restricted equity
Share capital, ordinary shares 24904 24904 24904
Statutory reserve 9563 9458 9389
Other reserve! 23867 23997 20728
Total 58334 58359 55021
Non-restricted equity
Currency translation from
foreign operations 2 064 1347 853
Cash flow hedge reserve 4 28 77
Foreign currency basis reserve -19
Own credit risk reserve -18
Share premium reserve 13206 13206 13206
Retained earnings 63825 60432 60 358
Total 79062 75013 74494
Non-controlling interest 213 200 190
Total equity 137 609 133572 129705

The quote value per share is SEK 22.
1) Of which development fund for internally developed software SEK 2 122 m (1 739).

Ordinary shares

Number of shares 2018 2017 1/1/2017

Number of shares autharized,

issued and fully paid 1132005722 1132005722 1132005722

Own shares -15331361 -18376101 -21273902

Number of outstanding

shares 1116674361 1113629621 1110731820

Opening balance 1113629621 1110731820 1105403750

Share delivery due to
Equity-settled share based

programmes 3044 740 2897801 5328070

Closing balance 1116674361 1113629621 1110731820

The quote value per share is SEK 22.

Changes in equity for the year and the distribution according to IFRS are indicated in
the statement of changes in equity. Ordinary shares each carry one vote and a share in
profits. Treasury shares are not eligible for dividends.
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Financial assets 2018
Fair value through Hedging Amortised
profit or loss Instruments cost
Mandatorily
Other busi-
Carrying Amount Trading ness models Total Total
Cash and balances with central banks 163161 163161
Treasury bills and other bills eligible for refinancing with central banks 11796 7479 19275 80304 99579
Loans to credit institutions 92 92 36176 36 268
Loans to the publict 39714 166 39880 1587488 1627368
Value change of interest hedged items in portfolio hedge 766 766
Bonds and other interest-bearing securities 31237 19864 51101 2210 53312
Financial assets for which customers bear the investment risk 177868 177 868 177 868
Shares and participating interests 3127 1794 4921 4921
Derivatives 29113 29113 10551 39665
Other financial assets 13889 13889
Total 115080 207 172 322251 10551 1883993 2216797
Financial liabilities 2018
Fair value through Hedging Amortised

profit or loss instruments cost
Carrying Amount Trading Designated Total Total
Amounts owed to credit institutions 266 266 56952 57218
Deposits and borrowings from the public ? 641 641 920109 920750
Financial liabilities for which customers bear the investment risk 178662 178662 178662
Debt securites in issue? 10746 4004 14750 789611 804 360
Short position securities 38333 38333 38333
Derivatives 28878 28878 2438 31316
Subordinated liabilities 34184 34184
Other financial liabilities 29576 29576
Total 78 864 182 666 261530 2438 1830432 2094399

1) Leasing assets are classified according to IAS 17 Leases but are included in the valuation category Amortised Cost as impairment provisions are calculated in the same way as

other Loans to the public.

2) Nominal amount of deposits and borrowings from the public and debt securities designated at fair value through profit or loss was SEK 3 680m.
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Financial assets 1/1/2018
Fair value through profit or Hedging  Amortised
loss Instruments cost
Mandatorily
Other busi-
Carrying Amount Trading ness models Total Total
Cash and balances with central banks 200 364 200364
Treasury bills and other bills eligible for refinancing
with central banks 9786 10765 20551 65411 85962
Loans to credit institutions 511 511 30509 31020
Loans to the public 25016 198 25214 1509679 1534893
Value change of interest hedged items in portfolio hedge 789 789
Bonds and other interest-bearing securities 16863 39253 56116 3331 59447
Financial assets for which customers bear the investment risk 180 320 180320 180320
Shares and participating interests 19382 468 19850 19850
Derivatives 44876 44876 10804 55680
Other financial assets 13658 13658
Total 116 434 231 004 347 438 10804 1823741 2181983
Financial liabilities 1/1/2018
Fair value through profit or Hedging Amortised
loss instruments cost
Carrying Amount Trading  Designated Total Total
Amounts owed to credit institutions 68 244 68244
Deposits and borrowings from the public 8707 8707 847 006 855713
Financial liabilities for which customers bear the investment risk 181124 181124 181124
Debt securites in issue* 14836 7677 22513 827 696 850209
Short position securities 14459 14 459 14459
Derivatives 43497 43497 2703 46 200
Subordinated liabilities 25864 25864
Other financial liabilities 24643 24643
Total 81 499 188 801 270300 2703 1793453 2066456
1) Nominal amount of Debt securities, identified as Fair value through profit or loss, Designated, amounted to SEK 6 987m.
Financial assets 2017
Hedging Available Loans and Held to
Valuation categories Fair value through profit or loss  instruments for sale receivables maturity Total
SEKm Trading Designated
Cash and balances with central banks 200371 200371
Treasury bills and other bills eligible for refinancing
with central banks 20492 65411 85903
Loans to credit institutions 511 30235 30 746
Loans to the public 25016 92803 1417379 1535198
Bonds and other interest-bearing securities 55006 802 3323 59131
Financial assets for which customers bear the investment risk 180320 180320
Shares and participating interests 19382 459 9 19850
Derivatives 44876 10804 55680
Other financial assets 16772 16772
Total 165283 274384 10804 9 1664757 68734 2183971
Financial liabilities 2017
Hedging  Amortised
Valuation categories Fair value through profit or loss  instruments cost Total
SEKm Trading Designated
Amounts owed to credit institutions 68055 68055
Deposits and borrowings from the public 8707 846 902 855 609
Financial liabilities for which customers bear the investment risk 181124 181124
Debt securities in issuet 14836 7677 821691 844 204
Short position securities 14459 14459
Derivatives 43497 2703 46 200
Subordinated liabilities 25508 25508
Other financial liabilities 31219 31219
Total 81 499 188 801 2703 1793375 2066 378

1) Nominal amount of Debt securities, identified as Fair value through profit or loss, Designated, amounted to SEK 6 837m.
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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
quoted prices are easily accessible and which demonstrates regularity. Activity is con-
tinuously 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 a 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. For any open net positions, bid and ask rates are applied based on what is

applicable i.e. bid rates for long positions and ask rates for short positions. Where the
fair value is derived from a modelling technique, the valuation is performed using mid

prices. When relevant, 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
established 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 goal, however, is
to always maximise the use of data from an active market. All valuation methods and
models and internal assumptions 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 param-
eters 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 Group 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 as-
sumptions 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.

For floating rate lending and deposits, the carrying amount equals the fair value.

2018 2017 1/1/2017
Carrying Carrying Carrying
Fair value amount  Difference Fair value amount  Difference Fair value amount Difference
Assets
Financial assets
Cash and balances with central banks 163161 163161 200371 200371 121347 121347
Treasury bills etc. 99743 99579 164 85961 85903 58 107647 107571 76
of which measured at amortised cost 80 468 80 304 164 65469 65411 58 85478 85402 76
of which measured at fair value through profit or loss 19275 19275 20492 20492 22169 22169
Loans to credit institutions 36 268 36 268 30746 30746 32197 32197
of which measured at amortised cost 36176 36176 30235 30235 31345 31345
of which measured at fair value through profit or loss 92 92 511 511 852 852
Loans to the public 1629641 1627368 2273 1532977 1535198 -2221 1512686 1507247 5439
of which measured at amortised cost 1589761 1587488 2273 1415158 1417379 -2221 1322174 1322174
of which measured at fair value through profit or loss 39880 39880 117819 117819 190512 190512
Value change of interest hedged items in portfolio hedge 766 766 789 789 1482 1482
Bonds and interest-bearing securities 53316 53312 4 59136 59131 5 74508 74501 7
of which measured at amortised cost 2215 2211 4 3327 3322 5 3675 3668 7
of which measured at fair value through profit or loss 51101 51101 55809 55809 70833 70833
Financial assets for which the customers bear the invest-
ment risk 177868 177 868 180320 180320 160114 160114
Shares and participating interest 4921 4921 19850 19850 23897 23897
of which measured at fair value through profit or loss 4921 4921 19850 19850 23897 23897
Derivatives 39665 39665 55680 55680 87811 87811
Other financial assets 13889 13889 16772 16772 10851 10851
Total 2219238 2216797 2441 2182602 2184760 -2158 2132540 2127018 5522
Investment in associates 6088 6357 7 319
Non-financial assets 23207 21519 19 866
Total 2246 092 2212636 2154203
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2018 2017 1/1/2017
Carrying Carrying Carrying
Fair value amount Difference  Fair value amount Difference Fair value amount Difference
Liabilities
Financial liabilities
Amounts owed to credit institutions 58595 57218 1377 68055 68 055 71615 71831 -216
of which measured at amortised cost 58329 56952 1377 68 055 68 055 71602 71818 -216
of which measured at fair value through profit or loss 266 266 13 13
Deposits and borrowings from the public 920 745 920750 -5 855597 855 609 -12 792 905 792 924 -19
of which measured at amortised cost 920107 920112 -5 846890 846 902 -12 782013 782032 -19
of which measured at fair value through profit or loss 638 638 8707 8707 10892 10892
Debt securities in issue 810617 804360 6257 851908 844204 7704 849 097 841673 7424
of which measured at amortised cost 795 867 789610 6257 829395 821691 7704 825997 818573 7 424
of which measured at fair value through profit or loss 14750 14750 22513 22513 23100 23100
Financial liabilities for which the customers bear the
investment risk 178662 178662 181124 181124 161051 161051
Subordinated liabilities 34366 34184 182 25525 25508 17 27 254 27 254
of which measured at amortised cost 34366 34184 182 25525 25508 17 27 254 27 254
Derivatives 31316 31316 46 200 46 200 85589 85589
Short positions securities 38333 38333 14459 14459 11614 11614
of which measured at fair value through profit or loss 38333 38333 14459 14459 11614 11614
Other financial liabilities 29576 29576 31219 31219 22524 22524
Total 2102209 2094 399 7810 2074087 2066 378 7709 2021649 2014460 7189
Non-financial liabilities 14 084 12686 10038
Total 2108483 2079 064 2024498

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
derivatives and all instruments with optionality are valued using option pricing models
calibrated 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 contains other financial instruments where internal assumptions have a
significant effect on the calculation of fair value. Level 3 primarily contains unlisted
equity instruments and illiquid options. The unlisted equity instruments include strate-
gic investments. During 2018 Swedbank received more convertible preference shares
in VISA Inc as dividend from its associate VISA Sweden. VISA Inc. shares are subject to
selling restrictions for a period of up to 10 years and under certain conditions may have
to be returned. The carrying amount was SEK 800m at end of 2018. Because liquid
guotes are not available for the instrument, its fair value is established with significant
elements of own internal assumptions and reported in level 3 as equity instruments.
The illiquid options hedge changes in the market values of combined debt instruments,
so-called structured products. Structured products consist of a corresponding option
element and a host contract, which in principle is an ordinary interest-bearing bond.
When the Group evaluates the level on which the financial instruments are reported,
the entire instrument is assessed on an individual basis. Since the bond portion of
structured products represents the majority of the financial instrument’s fair value, the
internal assumptions used to value the illiquid option element normally do not have a
significant effect on the valuation and the financial instrument is typically reported in
level 2. However, the Group typically hedges the market risks that arise in structured
products by holding individual options. The internal assumptions in the individual
options are of greater significance to the individual instrument and these are reported
as derivatives in level 3. Based on the historical volatility of the underlying prices of
options in level 3, it is unlikely that future price movements will affect the fair value by
more than +/- SEK 0.3m.
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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. 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
transaction 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. During the years ended 2018 and 2017, there were no transfers
of financial instruments between valuation levels 1 and 2. Financial instruments are
transferred to or from level 3 depending on whether the internal assumptions have
changed in significance for the valuation.

Swedbank Group designated a portfolio of loans at fair value through profit or loss
under IAS 39, primarily to avoid an accounting mismatch. Upon the application of IFRS
9on 1 January 2018, the Group mandatorily revoked previous designations made
under IAS 39 for loans to the public of SEK 92 803m, due to that there was no longer
an elimination or significant reduction of an accounting mismatch. These loans were
reclassified to amortised cost under IFRS 9.

The cumulative value change after tax, attributable to changes in Swedbank’s own
credit risk, of debt securities in issue which are measured according to the fair value
option in level 2, amounted to SEK -18 m (-36). The change in value amounted to SEK
22 m (3) during the period. From 2018, the value change attributable to changes in
own credit risk is recognised in other comprehensive income in accordance with IFRS
9. Until 2017 the value change was recognised in the income statement. The change
due to Swedbank’s own credit risk has been determined by calculating the difference in
value based on current prices from external dealers for Swedbank’s own credit risk in
its own unquoted issues and the value based on prices of its own credit risk for its own
unquoted issues 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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2018
At fair value Level 1 Level 2 Level 3 Total
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc 13083 6192 19275
Loans to credit institutions 92 92
Loans to the public 39880 39880
Bonds and interest-bearing securities 22319 28782 51101
Financial assets for which the customers bear the investment risk 177 868 177 868
Shares and participating interests 3657 1264 4921
Derivatives 466 39197 2 39665
Total 217 393 114143 1266 332 802
Liabilities
Amounts owed to credit institutions 266 266
Deposits and borrowings from the public 638 638
Debt securities in issue 58 14692 14750
Financial liabilities for which the customers bear the investment risk 178662 178662
Derivatives 406 30910 31316
Short positions securities 38333 38333
Total 38797 225168 263 965
2017
Level 1 Level 2 Level 3 Total
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc 15731 4761 20492
Loans to credit institutions 511 511
Loans to the public 117819 117819
Bonds and interest-bearing securities 31651 24158 55809
Financial assets for which the customers bear the investment risk 180320 180320
Shares and participating interests 19401 449 19850
Derivatives 162 55492 26 55680
Total 247 265 202 741 475 450 481
Liabilities
Deposits and borrowings from the public 8707 8707
Debt securities in issue 3082 19431 22513
Financial liabilities for which the customers bear the investment risk 181124 181124
Derivatives 204 45996 46 200
Short positions securities 14 459 14 459
Total 17 745 255258 273003
Changes in Level 3 2018
Assets
Equity
instruments Derivatives Total
Opening balance 449 26 475
Purchases 65 65
VISA Inc. C shares received 692 692
Sales of assets -3 -3
Maturities -15 -15
Transferred from Level 2 to Level 3 3 2 5
Transferred from Level 3 to Level 2 -13 -13
Gains and losses recognised as Net gains and losses on financial instruments 58 2 60
of which changes in unrealised gains or losses for items held at closing day 63 63
Closing balance 1264 2 1266
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Changes in Level 3 2017
Assets
Equity
instruments Derivatives Total
Opening balance 158 65 223
Purchases 204
Sales of assets -9
Maturities -37 -37
Transferred from Level 2 to Level 3 68
Transferred from Level 3 to Level 2 -14 -14
Gains and losses recognised as Net gains and losses on financial instruments 28 12 40
of which changes in unrealised gains or losses
for items held at closing day 3 3
Closing balance 449 26 475

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 technigues 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 2018

Carrying

amount Fair value

Level 1 Level 2 Level 3 Total
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc. 80304 80468 80468
Loans to credit institutions 36176 35972 204 36176
Loans to the public 1587 488 1509859 79902 1589761
Bonds and other interest-bearing securities 2211 40 2175 2215
Total 1706179 80 508 1548 006 80 106 1708620
Liabilities
Amounts owed to credit institutions 56 952 56 667 1662 58329
Deposits and borrowing from the public 920112 831 385 88722 920107
Debts securities in issue 789610 322572 473295 795867
Subordinated liabilities 34184 34366 34 366
Total 1800858 322572 1395713 90 384 1808669
2017
Carrying
amount Fair value
Level 1 Level 2 Level 3 Total

Assets
Treasury bills and other bills eligible for refinancing with central banks, etc. 65411 65469 65469
Loans to credit institutions 30235 30235 30235
Loans to the public 1417379 1415158 1415158
Bonds and other interest-bearing securities 3322 51 3276 3327
Total 1516 347 65520 1448669 1514189
Liabilities
Amounts owed to credit institutions 68055 68055 68055
Deposits and borrowing from the public 846 902 846 890 846 890
Debts securities in issue 821691 307 388 522 007 829395
Subordinated liabilities 25508 25525 25525
Total 1762156 307 388 1462477 1769865
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G47

The tables below present recognised financial instruments that have been offset in the of obligations against the counterparty in the event of a default. Collateral amounts

balance sheet under IAS 32 and those that are subject to legally enforceable master are limited to the amount of the related instruments presented in the balance sheet;
netting or similar agreements but do not qualify for offset. Such financial instruments therefore any over-collateralisation is not included. Amounts that are not offset in the
relate to derivatives, repurchase and reverse repurchase agreements, securities bor- balance sheet are presented as a reduction to the financial assets or liabilities in order
rowing and lending transactions. Collateral amounts represent financial instruments to derive net asset and net liability exposures. The amounts offset for derivative assets
or cash collateral received or pledged for transactions that are subject to a legally and derivative liabilities include cash collateral offsets of SEK4 177 m (3 531) and SEK
enforceable master netting or similar agreements and which allow for the netting 1532 m (261), respectively.
Assets 2018 2017
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 1605 1605 1771 1771
Financial assets, which have been offset or are subject
to netting agreements 38060 39807 137 78 004 53909 25558 40 79507
Net carrying amount on the balance sheet 39665 39807 137 79609 55680 25558 40 81278

Financial assets, which have been offset or are subject to
netting agreements

Gross amount 68325 93600 137 162 062 63522 34 966 40 98528
Offset amount -30265 -53793 -84 058 -9613 -9408 -19021
Net carrying amount on the balance sheet 38 060 39 807 137 78 004 53909 25558 40 79507
Related amount not offset on the balance sheet
Financial instruments, netting agreements 16676 644 17 320 24726 7797 32523
Financial instruments, collateral 135 34940 137 35212 482 17633 40 18155
Cash, collateral 1529 6 1535 9028 9125
Total amount not offset on the balance sheet 18 340 35590 137 54067 34236 25527 40 59803
Net amount 19720 4217 23937 19673 31 19704
Liabilities 2018 2017
Repurchase Securities Repurchase Securities

Derivatives  agreements lending Total Derivatives  agreements lending Total
Financial liabilities, which have not been offset or are
not subject to netting agreements 1841 1841 1677 1677
Financial liabilities, which have been offset or are subject
to netting agreements 29475 907 22 30404 44523 8707 74 53304
Net carrying amount on the balance sheet 31316 907 22 32 245 46 200 8707 74 54981

Financial liabilities, which have been offset or are subject
to netting agreements

Gross amount 62 385 54700 22 117107 57 407 18115 74 75596
Offset amount -32910 -53793 -86 703 -12884 -9408 -22292
Net carrying amount on the balance sheet 29475 907 22 30 404 44523 8707 74 53 304
Related amount not offset on the balance sheet

Financial instruments, netting agreements 16676 644 17 320 24726 7797 32523
Financial instruments, collateral 2309 263 22 2594 2912 905 74 3891
Cash, collateral 4890 4890 9340 9340
Total amount not offset on the balance sheet 23875 907 22 24804 36978 8702 74 45 754
Net amount 5600 5600 7 545 5 7 550
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2018 2017 Assets pledged

Amortised origination fees -698 -684 Assets pledged for own liabilities 2018 2017 1/1/2017
Unrealised changes in value/currency changes -97 -1692 Government securities and bonds pledged with
Capital gains/losses on sale of subsidiaries and associates -688 -686 the Riksbank 9776 8047 8121
Capital gains/losses on sale of condominiums -8 Government securities and bonds pledged with
Undistributed share of equity in associates -1028 -776 foreign central banks il 6229 6434
Depreciation and impairment of tangible fixed assets G.ov‘e'rrjment secgr‘ities' anq bonds pledged for
including repossessed leased assets 358 325 liabilities to credit institutions, repurchase

agreements 6920 3621 2728
Amortisation and impairment of goodwill and "
other intangible fixed assets 635 451 Governmgnt securities am?l bonds pledged

for deposits from the public, repurchase
Credit impairment 886 1556 agreements 13506 7260 5687
Prepaid expenses and accrued income 2156 682 Loans used as collateral for covered bonds? 497691 518805 542278
Accrued expenses and prepaid income -4 497 -736 Financial assets pledged for investment
Share-based payment 321 307 contracts 174668 177317 157804
Other 554 13 Cash 4470 4484 10320
Total -2098 -1248 Total 713722 725763 733372

1) The pledge is defined as the borrower’s nominal debt including accrued interest.

Refers to the loans of the total available collateral that are used as the pledge at each
The carrying amount of liabilities for which assets are pledged amounted to
2018 2017 SEK 702 637m (707 677) for the Group.

Ordinary shares SEK per share Total SEK per share Total
Dividend paid 13.00 14517 13.20 14695 Other assets pledged 2018 2017 1/1/2017
Proposed dividend 1420 15885 1300 14515  Equityinstruments 186 16 10

The Board of Directors recommends that shareholders receive a dividend of SEK 14.20
per ordinary share (13.00) in 2019 for the financial year 2018, corresponding to
SEK 15885m (14 515).

For more information see parent company note P43,
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Government securities and bonds pledged for

other commitments 1858 2857 3776
Cash 445 506 470
Total 2489 3379 4256

Companies in the Group regularly pledge financial assets as collateral for their obligations
to central banks, stock exchanges, central securities depositories, clearing organisations and
other institutions with similar or closely related functions, as well as to insurance policyhold-
ers. The transactions can be made by one or more companies in the Group depending on
the operations of each company. These financial assets are recognised as assets pledged.
Companies in the Group also participate in arrangements that are not pledges but where
financial assets are used for similar purposes. 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 counterparties to offset their credit risk vis-a-vis the Group.
Another example involves certain 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 for covered bonds and thereby give preferential rights to the assets to
investors who 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 as the pledge or arrangement remains in effect. The transactions are made on com-
mercial terms.

Contingent liabilities

Nominal amount 2018 2017 1/1/2017
Loan guarantees 7 646 6268 5405
Other guarantees 36827 34171 33886
Accepted and endorsed notes 1988 439 159
Letters of credit granted but not utilised 2528 2830 3015
Other contingent liabilities 366 349 285
Total 49355 44057 42 750
Commitments

Nominal amount 2018 2017 1/1/2017
Loans granted but not paid 215662 196333 191783
Overdraft facilities granted but not utilised 62677 66 588 70918
Total 278339 262921 262 701
Credit impairment provisions for contingent

liabilities and commitments -407 -132 -128
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The Group transfers ownership of financial assets in connection with repos and Liabilities related to securities lending refer to collateral received in the form of cash.
security loans. Although ownership has been transferred in these transactions, the These liabilities are reported in the valuation category amortised cost. In addition to
asset remains on the balance sheet since the Group is still exposed to the asset's risk of ~ what is indicated in the table for securities lending, collateral is received in the form of
fluctuating in value. This is because the agreement stipulates at the time of transfer other securities to cover the difference between the fair value of the transferred as-
that the asset will be restored. The sales proceeds received in connection with repos sets and the recognised liability’s fair value. As of year-end the Group had no transfers
are recognised as liabilities. Related liabilities are reported in the note before any off- of financial assets that had been derecognised and where the Group has continuing

setting in the balance sheet. All assets and related liabilities are recognised at fair value  involvement.
and included in the valuation category fair value through profit and loss, trading.

Transferred assets Associated liabilities
Of which Of which Of which Of which
Carrying repurchase securities Carrying repurchase securities
2018 amount agreements lending amount agreements lending
Equity instruments 186 186 67 67
Debt securities 20426 20426 20451 20451
Total 20612 20426 186 20518 20451 67
Transferred assets Associated liabilities
Of which Of which Of which Of which
Carrying repurchase securities Carrying repurchase securities
2017 amount agreements lending amount agreements lending
Equity instruments 1398 1398 36 36
Debt securities 11138 11138 11143 11143
Total 12536 11138 1398 11179 11143 36

The agreements mainly relate to premises in which the Group 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.

Income Income
2018 Expenses subleasing Total 2017 Expenses  subleasing Total
2019 859 11 849 2018 862 13 849
2020 730 7 723 2019 738 12 726
2021 589 1 588 2020 632 8 624
2022 535 1 534 2021 493 1 492
2023 479 1 478 2022 434 1 433
2024 410 1 409 2023 419 1 418
2025 370 1 369 2024 381 1 380
2026 325 1 324 2025 360 1 359
2027 310 1 309 2026 321 1 320
2028 or later 1685 2 1683 2027 or later 2034 8 2026
Total 6292 27 6265 Total 6674 47 6627
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G353

Recognised in the
group at aquisition
date 15 August 2017

Cash and balances with central banks 0
Loans to credit institutions 330
Loans to the public 271
Interest-bearing securities 28
Intangible fixed assets 653
of which goodwill 17
Tangible assets 146
Current tax assets 21
Deferred tax assets 13
Other assets 88
Prepaid expenses and accrued income 79
Total assets 1629
Deposits and borrowings from the public 224
Current tax liabilities 2
Deferred tax liabilities 153
Other liabilities 158
Accrued expenses and prepaid income 84
Pension provisions 152
Total liabilities 773
Total identifiable net assets 856
Acquistion cost, cash 1268
Goodwill 412
Cash flow

Cash and cash equivalents in the acquired company 0
Acquistion cost, cash -1268
Net -1268
Acquired loans, fair value 271
Acquired loans, gross contracutal amounts 398
Acquired loans, best estimate of the contractual cash flows

not expected to be collected 127

Business combinations refer to acquisitions of businesses in which the parent company
directly or indirectly obtains control of the acquired business.

Business combinations in 2017

On August 15,2017 the Group acquired all the shares in PayEx Holdings AB for

SEK 1 268 m. PayEx Holding AB owns the subsidiaries: PayEx Norge AS and their
subsidiaries PayEx Danmark A/S, PayEx Collection AB, PayEx Sverige AB and the sub-
sidiaries PayEx Solution OY, PayEx Suomi OY and PayEx Invest AB and the subsidiaries
Faktab B1 AB, Faktab S1 AB and Faktab V1 AB.

The business combination is mainly due to the payment solutions for internet, mobile
and physical commerce PayEx offers. The recognized goodwill represents expected
synergies. As from the acquisition date the acquired company contributed SEK 163 m
toincome and SEK -27 m to profit after tax. If the company had been acquired at the
beginning of the 2017 financial year, the company would have been contributed with
about SEK 485 m in income 2017 and contributed with about SEK -37 m profit after
tax.

Associates Other related parties
Assets 2018 2017 2018 2017
Loans to credit institutions 14588 11483
Loans to the public 4 23
Other assets 5
Total assets 14592 11511
Liabilities
Amount owed to credit institutions 3078 2928
Deposits and borrowing from the public 248 476
Debt securities in issue, etc. 520 470
Other liabilities 19
Accrued expenses and prepaid income 1 1
Total liabilities 3599 3418 248 476
Contingent liabilities
Derivatives, nominal amount 867 2221
Income and expenses
Interest income 270 76
Dividends received 1544
Commission income 6 294
Commission expenses 11
Other income 6 11
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Associates and Joint ventures
Investments in associates are specified in note G27.

During the year the Group provided capital injections of SEK 0 m (88). As of 31
December associates have issued guarantees and pledged assets of SEK 673 m (700)
on behalf of Swedbank.

The Group has sold services to associates that are not credit institutions primarily in
the form of product and systems development as well as marketing. The Group’s
expenses to, and purchases of services from, associates that are not credit institutions
mainly consist of payment services and cash management.

The 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 described 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 Swedbank’s customers. Swedbank AB finances Enter-
Card's corresponding holding.

Key persons
Disclosures regarding Board members and the Group Executive Committee can be
found in note G13 Staff costs.

Other related parties
Swedbank’s pension funds and Sparinstitutens Pensionskassa secure employees’
postemployment benefits. They rely on Swedbank for traditional banking services.

Other significant relationships
Swedbank has close cooperation with 59 of the in all 60 Savings banks in Sweden. A
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comprehensive cooperation agreement has been signed with 58 of the Savings banks
and a minor clearing agreement with one small Savings Bank. The current cooperation
agreement dates from September 2018 and extends for a period up to and including
30 June 2024.

Through the cooperation, the Savings banks are able to offer the products and
services of Swedbank and its subsidiaries to their customers. Together, the Savings
banks account for about 30 percent of the Group’s product sales in the Swedish market.
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
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development costs over a larger business volume.

The Savings banks and Savings bank foundations together represent one of the larg-
est shareholder groups in Swedbank, with a total of 13.9 per cent (13.7) of the voting
rights.

Swedbank has 1.4 per cent (1.4) of the voting rights in a non-profit association, the
Swedish Savings Banks Academy. The Group does not have loans, guarantees or assets
pledged to this association.

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. In 2018 Swedbank owned interests in structured
entities that were not consolidated since Swedbank did not control the entities. Infor-
mation on the Group’s interests in unconsolidated structured entities is provided 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 primary 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 857 321 m (870 707).

2018
Group Sponsored Non Sponsored
Investment Funds Investment Funds Total
Financial assets of which the customers bear the investment risk 16913 16913
Shares and participating interests 147 147
Total assets recognised in the balance sheet 17 060 17 060
Loan commitment 1905 1905
The Group’s maximum exposure to loss 18 965 18 965
Total income from interests? 4884 4884
2017
Group Sponsored Non Sponsored
Investment Funds Investment Funds Total
Financial assets of which the customers bear the investment risk 17 588 17588
Shares and participating interests 140 43 183
Total assets recognised in the balance sheet 17 728 43 17771
Loan commitment 2160 0 2160
The Group’s maximum exposure to loss 19888 43 19931
Total income from interests! 7023 4 7027

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 2018 2017
Net interest income, 12 months!
Increased interest rates +1 % point 7063 5484
Decreased interest rates - 1% point -4850 -3941
Change in value?
Market interest rate + 1 % point 1486 969
-1 % point -1570 -835
Stock prices +10% 15 10
-10% 9 31
Exchange rates +5% -39 -10
-5% 70 39
Other
Stock market performance? +/-10% +/-347 +/-388
Staff changes +/- 100 persons +/-71 +/-69
Payroll changes +/-1 % point +/-94 +/-86
Credit impairment ratio* +/- 0.1 % point +/-1 664 +/-1 566

1) The NIl sensitivity calculation covers all interest bearing assets and liabilities, includ-
ing derivatives, on a contractual level 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 calculation.
In the positive shift transaction accounts are assumed to have O per cent elasticity
(i.e. there is no adjustment made to the paid interest) while all other deposits have a
100 per cent elasticity to changes in the market rate (i.e. adjustments are made to the
interest paid). In the negative shift scenario a floor of O per cent 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.

3) Refers to the effect on net commission income from a change in value of Swedbank
Robur’s equity funds.

4) The 2018 results reflect the adoption of IFRS 9 Financial instruments and prior
periods have not been restated.
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OnJanuary 9, 2019 it was announced that Board member Annika Poutiainen had
requested to step down from Swedbank’s Board with immediate effect. The decision
is a conseguence of the fact that Council for Swedish Financial Reporting Supervision,
of which Annika Poutiainen is Chair, will take over full responsibility for accounting
supervision in Sweden.

On January 22, 2019 Swedbank CEQ Birgitte Bonnesen decided to implement an
organisational change within Swedish Banking as part of the transformation the bank
is undergoing. As a result, Swedish Banking will be organised according to the follow-
ing areas: Sales & Service; Segment Management Private & Small Corporates; Segment
Management Corporates; and Business Development Lending. Until further notice
Birgitte Bonnesen will take on the role of Head of the business area. Christer Tragardh,
previously Head of Swedish Banking, will take on a role as Deputy Group Credit Officer
with special responsibility for developing future-oriented credit processes.
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Reconciliation of the balance sheet from IAS 39 to IFRS 9

The following table provides the impacts from the changed presentation of accrued interest and the adoption of IFRS 9 on the balance sheet. The impact from the adoption of IFRS
9 consists of the remeasurement due to reclassifications between valuation categories and the remeasurements related to impairment and expected credit losses.

Changed 31 December 2017

presentation adjusted for changed Remeasurement
31 December of accrued presentationof =~ Remeasurement - expected credit 1 January
2017 interest accrued interest - classification losses?* 2018

Assets
Cash and balances with central banks 200371 -7 200 364 200 364
Treasury bills and other bills eligible for refinancing with
central banks, etc. 85903 59 85962 85962
Loans to credit institutions 30746 301 31047 -27 31020
Loans to the public 1535198 1656 1536854 -627 -1334 1534893
Value change of interest hedged item in portfolio hedge 789 789 789
Bonds and other interest-bearing securities 59131 316 59447 59447
Financial assets for which the customers bear
the investment risk 180320 180320 180320
Shares and participating interests 19850 19850 19850
Investments in associates 6357 6357 -196 6161
Derivatives 55680 55680 55680
Intangible fixed assets 16 329 16 329 16 329
Tangible assets 1955 1955 1955
Current tax assets 1375 1375 1375
Deferred tax assets 173 173 173
Other assets 14499 28 14527 14527
Prepaid expenses and accrued income 3960 -2 353 1607 1607
Total assets 2212636 2212636 -627 -1557 2210452
Liabilities and equity
Liabilities
Amounts owed to credit institutions 68 055 189 68244 68244
Deposits and borrowings from the public 855 609 104 855713 855713
Financial liabilities for which the customers bear
the investment risk 181124 181124 181124
Debt securities in issue 844204 6005 850 209 850209
Short positions securities 14459 14 459 14459
Derivatives 46 200 46 200 46 200
Current tax liabilities 1980 1980 -138 -463 1379
Deferred tax liabilities 2182 2182 44 2226
Pension provisions 3200 3200 3200
Insurance provisions 1834 1834 1834
Other liabilities and provisions 25059 6 25065 512 25577
Accrued expenses and prepaid income 9650 -6 660 2990 2990
Subordinated liabilities 25508 356 25864 25864
Total liabilities 2 079 064 2 079 064 -138 93 2079019
Equity
Non-controlling interests 200 200 2 202
Equity attributable to shareholders of the parent
company 133372 133372 -489 -1652 131231
Total equity 133572 133572 -489 -1650 131433
Total liabilities and equity 2212636 2212636 -627 -1557 2210452

1) The effect includes a remeasurement of the gross carrying amount of loans to the public amounting to SEK 158 m (pre-tax).
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Reclassification of financial assets at transition to IFRS 9

The following table reconciles the carrying amounts of financial assets from the
valuation categories in accordance with IAS 39 on 31 December 2017 to the new
valuation categories in accordance with IFRS 9 on 1 January 2018. The Group's clas-

sifications of financial liabilities under IFRS 9 are unchanged compared to IAS 39.
The 31 December 2017 balances presented in the table below have been adjusted
for the changed presentation of accrued interest.

Fair value through profit or loss

Amortised Other business Available Hedging
Assets cost! Trading models Designated for sale instruments Total
Cash and balances with central banks, 31 December
2017 (IAS 39) and 1 January 2018 (IFRS 9) 200 364 200 364
Treasury bills and other bills eligible for refinancing
with central banks, etc., 31 December 2017 and 1
January 2018 85962 85962
Loans to credit institutions
31 December 2017 (IAS 39) 30536 511 31047
Reclassifications
Remeasurement - expected credit losses -27 -27
1 January 2018 (IFRS 9) 30509 511 31 020
Loans to the public
31 December 2017 (IAS 39) 1419035 25016 92803 1536854
Reclassifications 92 605 198 -92 803
Remeasurement - classifications -627 -627
Remeasurement - expected credit losses -1334 -1334
1 January 2018 (IFRS 9) 1509679 25016 198 1534893
Bonds and other interest-bearing securities
31 December 2017 (IAS 39) 3639 55006 802 59447
Reclassifications -38242 39044 -802
Remeasurement - expected credit losses
1 January 2018 (IFRS 9) 3639 16 764 39 044 59 447
Financial assets for which the customers bear the
investment risk
31 December 2017 (IAS 39) 180320 180320
Reclassifications 180320 -180320
1 January 2018 (IFRS 9) 180 320 180320
Shares and participating interests
31 December 2017 (IAS 39) 19382 459 9 19850
Reclassifications 468 -459 -9
1 January 2018 (IFRS 9) 19 382 468 19850
Derivatives, 31 December 2017 (IAS 39) and
1 January 2018 (IFRS 9) 44876 10804 55680
Other financial assets, 31 December 2017
(IAS 39) and 1 January 2018 (IFRS 9) 14447 14447
Total 1844 600 106 549 220030 10 804 2181983

1) Under IAS 39, loans and receivables as well as held-to-maturity categories are measured at amortised cost.

Loans to the public

The Group designated a portfolio of mortgage loans at fair value through profit or loss
under IAS 39, primarily to avoid an accounting mismatch. Upon the application of IFRS
9, the Group mandatorily revoked previous designations made under IAS 33 for loans to
the public of SEK 92 803m, due to that there was no longer an elimination or significant
reduction of an accounting mismatch. These loans to the public were reclassified to
amortised cost under IFRS 9, as the business model is “hold to collect” and the cash flow
characteristics assessments were met.

The Group initiates hire purchase agreements within loans to the public, which are
loans to acquire an asset paid by installments, for customers of the Savings banks, which
are subsequently sold to the respective Savings banks. This portfolio is part of a “sell”
business model and is therefore mandatorily classified as fair value through profit or loss
under IFRS 9. The portfolio was classified as loans and receivables under IAS 39.

Financial assets for which customers bear the investment risk

Under IAS 39, the financial assets related to the Group’s insurance activities were
designated at fair value through profit or loss. These financial assets are part of an
‘other” business model under IFRS 9 as the portfolio is managed and its performance is
evaluated on a fair value basis. Consequently, they are reclassified from designated to
mandatorily classified as fair value through profit or loss.
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Treasury bills and other bills eligible for refinancing with central banks,

Bonds and other interest-bearing securities

The Group’s liquidity portfolios are mandatorily classified at fair value through profit or
loss under IFRS 8. The financial assets are part of an “other” business model as they are
managed and their performance is evaluated on a fair value basis.

Shares and participating interests

Equity instruments of SEK 9m classified as available for sale under IAS 39 are manda-
torily classified as fair value through profit or loss under IFRS 9, as the Group did not
elect the fair value through other comprehensive income option.

Reclassification from IAS 39 valuation categories, with no change

in measurement

Financial assets that were classified as held to maturity and loans and receivables on
31 December 2017, except for hire purchase agreements as previously described, were
measured at amortised cost under IAS 33. These financial assets are also classified as
amortised cost under IFRS 9, due to that the business model is “hold to collect” and the
cash flow characteristics assessments were met.
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Impairment provisions according to IAS 39 and IAS 37 compared to IFRS 9

The following table reconciles the closing credit impairment provisions under IAS 39 and provisions for loan commitments and financial guarantee contracts in accordance with
IAS 37 Provisions, Contingent Liabilities and Contingent Assets to the opening credit impairment provisions under IFRS 9.

31 December 2017, Remeasure- 1 January 2018,
IAS 39 and IAS 37 ment IFRS 9
Portfolio Individual Total Total Stage 1 Stage 2 Stage 3
Loans to credit institutions 23 23 9 14
Loans to the public 1010 2876 3886 1492 5378 390 2126 2861
Other financial liabilities and Provisions 132 132 513 645 117 261 267
Total 1010 3008 4018 2028 6 046 516 2401 3128
Credit impairment provisions of loans to the public by operating segments
31 December 2017, Remeasure- 1 January 2018,
IAS 39 and IAS 37 ment IFRS 9
Portfolio Individual Total Total Stage 1 Stage 2 Stage 3
Swedish Banking 374 750 1124 267 1391 144 500 747
Baltic Banking 350 717 1067 -93 974 32 257 685
LC&I 286 1409 1695 1318 3013 214 1369 1430
Total 1010 2876 3886 1492 5378 390 2126 2861

The individual impairment provisions for impaired instruments recognized under IAS 39
have generally been replaced by Stage 3 provisions under IFRS 9, while the collective
provisions for non-impaired financial instruments have generally been replaced by
either Stage 1 or Stage 2 provisions under IFRS 9.

The increase in credit impairment provisions is mainly driven by Stage 2 provisions,
which are recognised for financial assets that are not credit-impaired, but have expe-
rienced a significant increase in credit risk since initial recognition. Credit impairment
provisions for these financial assets are measured as lifetime expected credit losses, as

opposed to measuring 12-month expected credit losses for financial assets in Stage 1.
Large Corporates & Institutions contributes with Stage 2 provisions of SEK 1 369 m,
the majority of which is attributable to the shipping and offshore portfolio. Stage 2
provisions for the mortgage portfolio within Swedish Banking amount to SEK 100 m.
There is a slight increase in credit impairment provisions for Stage 3 credit-impaired
assets as compared to individual provisions under IAS 39. This is primarily due to the
incorporation of forward-looking scenarios in the expected credit loss calculations.
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For financial assets that have been reclassified to the amortised cost category, the fol-
lowing table shows their fair value as at 31 December 2018 and the fair value gain or
loss that would have been recognised if these financial assets had not been reclassfied
as part of the transition to IFRS 9.

Impact of adopting IFRS 9 to equity

The impacts of transition to IFRS 9 on equity reserves and retained earnings are
presented in the table below.

Impact frpm
transition
SEKm 2018 SEKm toIFRS 9
Loans to the public Own credit risk reserve
From Fair value through profit or loss, Designated (IAS 39 classification) Closing balance under IAS 39 (31 December 2017)
Fair value at 31 December 2018 82 204 Reclassification from Retained earnings, before taxes -46
Fair value loss that would have been recognised during 2018 in Income taxes, reclassification from Retained earnings 10
operating profit if the loans had not been reclassified -327 Opening balance under IFRS 9 (1 January 2018) -36
Cash flow hedge reserve
Effective interest rate at initial application of IFRS 9 2.03% Closing balance under IAS 39 (31 December 2017) 28
Interest income recognised during 2018 1714 Reclassification to Foreign currency basis reserve, before taxes -49
Income tax reported through other comprehensive income 11
Opening balance under IFRS 9 (1 January 2018) -10
Foreign Currency basis reserve
Closing balance under IAS 39 (31 December 2017)
Reclassification from cash flow hedges, before taxes 49
Income tax reported through other comprehensive income -11
Opening balance under IFRS 9 (1 January 2018) 38
Retained earnings
Closing balance under IAS 39 (31 December 2017) 89818
Reclassification to Own credit risk reserve, before taxes 46
Income taxes, reclassification to Own credit risk reserve -10
Reclassifications under IFRS 9 -627
Income taxes, reclassifications under IFRS 9 138
Remeasurements under IFRS 9 -1875
Income taxes, remeasurements under IFRS 9 419
Investments in associates, remeasurements under IFRS 9 -252
Income taxes, investments in associates 56
Opening balance under IFRS 9 (1 January 2018) 87713
Non-controlling interest
Closing balance under IAS 39 (31 December 2017) 200
Remeasurements under IFRS 9 2
Income taxes, remeasurements under IFRS 9
Opening balance under IFRS 9 (1 January 2018) 202
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IFRS 9 requires the fair value changes due to own credit risk on financial liabilities
designated at fair value to be presented in other comprehensive income, rather than in
profit or loss, with no subsequent reclassification to the income statement.

The Group has elected to retrospectively apply the exclusion of the currency basis
spread component from its cash flow hedging relationships. The primary impact is a
reclassification from the cash flow hedge reserve to the new foreign currency basis
spread reserve within equity.
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For more information see note G2 Accounting policies.

New Previous New Previous
reporting  Commission Taxof reporting reporting reporting
Income statement 2017 income associates 2017 Net commission income 2017 Change 2017
Interest income 34494 34494 Commission income
Negative yield on financial assets -2 306 -2 306 Payment processing 1916 144 1772
Interest income, including nega- Cards 5098 33 5065
tive yield on financial assets 32188 32188 Service concepts 807 807
Interest expense -8382 8382 Asset management and custody 6240 6240
Negative yield on financial Life insurance 660 660
liabilities 789 789 Securities 557 557
Intere'st ex.pense, i.nclud!ng Corporate finance 137 137
negative yield on financial
liabilities -7593 -7593  Lending 938 938
Net interest income 24595 24595  Guarantee 231 231
Commission income 17542 176 17366  Deposits 200 200
Commission expense 5336 5336 Real estate brokerage 198 198
Net commission income 12 206 176 12030  Non-lifeinsurance 80 80
Net gains and losses on financial Other commission 480 -1 481
items 1934 1934  Total 17 542 176 17 366
Net insurance 937 937
Sharel of profit or loss of Commission expense
associates 736 -235 971
Other income 1795 176 1971 Payment processing -1078 -1078
Total income 42 203 235 42438 % 2115 —211s
Staff costs 9945 9945 Service concepts -70 -70
Other general administrative Asset management and custody -1368 -1368
expenses 5870 5870 Life insurance -189 -189
Depreciation/amortisation of tan- Securities 278 278
gible and intangible fixed assets 600 600 Lending and guarantees -60 -60
Total expenses 16 415 16415 Non-life insurance -23 -23
Profit before impairment 25788 -235 26023 Other commission -154 -154
Impairment of intangible assets 175 175 Total -5336 -5336
Impairment of tangible assets 21 21
Credit impairment 1285 1285 .
- - Net cc 1income
Operating profit 24307 -235 24542 Payment processing 838 144 694
Tax E.XDQHSE‘ 4943 -235 5178 Cards 5083 33 5050
Prof!t for the year : 19 364 19364 Service concepts 737 737
:;?:;::;::IZZlia;:tt"bmable Asset management and custody 4872 4872
Swedbank AB 19350 19350  Lifeinsurance 471 471
Non-controlling interests 14 14  Securities 278 278
Corporate finance 137 137
Lending 878 878
. Guarantee 231 231
reporting roporting Deposits 200 200
Other income 2017 Change 2017 Real estate brokerage 198 198
Profit from sale of subsidiaries and associates 686 686 Non-life insurance 57 57
Income from real estate operations 17 17 Other commission 326 -1 327
Profit from sale of condominiums 8 8 Total 12 206 176 12030
Sold inventories 69 69
of which revenues 383 383
of which carrying amount -314 -314
IT services 718 -176 894
Other operating income 298 298
Total 1795 -176 1971
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Statement of comprehensive income New Previous
reporting reporting
2017 Change 2017
Profit for the year reported via income statement 19 364 19 364
Items that will not be reclassified to the income statement
Remeasurements of defined benefit pension plans -1928 -1928
Share related to associates, remeasurements of defined benefit pension plans -49 14 -63
Change in fair value attributable to changes in own credit risk of financial liabilities designated at fair value through profit or loss
Income tax 424 -14 438
Total -1553 -1553
Items that may be reclassified to the income statement
Exchange rate differences, foreign operations
Gains/losses arising during the year 1077 1077
Reclassification adjustments to income statement,
net gains and losses on financial items at fair value 4 4
Hedging of net investments in foreign operations:
Gains/losses arising during the year -732 -732
Reclassification adjustments to income statement,
net gains and losses on financial items at fair value 81 81
Cash flow hedges:
Gains/losses arising during the year -76 -76
Reclassification adjustments to income statement,net interest income 13 13
Foreign currency basis risk:
Gains/losses arising during the year
Reclassification adjustments to income statement, net gains and losses on financial items at fair value
Share of other comprehensive income of associates:
Exchange rate differences, foreign operations -80 -80
Cash flow hedges
Income tax:
Income tax 161 161
Reclassification adjustments to income statement, income tax -3 -3
Total 445 445
Other comprehensive income for the year net of tax -1108 -1108
Total comprehensive income for the year 18 256 18 256
Total comprehensive income for the year attributable to:
Shareholders of Swedbank AB 18 242 18 242
Non-controlling interests 14 14
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Tax expense Previous
New reporting reporting

2017 Change 2017

Tax related to previous years -7 1 -8
Current tax 4809 -245 5054
Deferred tax 141 9 132
Total 4943 -235 5178

The difference between the Group’s tax expense and the tax expense based on current tax rates is explained below:

New reporting 2017 Change Previous reporting 2017

SEKm per cent SEKm per cent SEKm per cent
Results 4943 203 -235 -0.8 5178 211
22.0% of pre-tax profit 5348 22.0 -51 0.0 5399 22.0
Difference 405 1.7 184 0.8 221 0.9
The difference consists of the following items:
Tax previous years 7 8
Tax -exempt income/non-deductible expenses -147 -0.6 24 0.1 -171 -0.7
Tax-exempt capital gains and appreciation in value of shares and participating interest 1 1
Other tax basis in insurance operations 142 06 142 06
Tax in associates 161 0.7 161 0.7
Deviating tax rates in other countries 243 10 243 10
Other, net -2 0.0 -2 0.0
Total 405 1.7 184 0.8 221 0.9

New reporting 2017 Change Previous reporting 2017

Pre-tax Deferred Current Total tax Pre-tax Deferred Current Total tax Pre-tax Deferred Current Total tax
amount tax tax amount amount tax tax amount  amount tax tax  amount

Items that will not be reclassified to the income

statement

Remeasurements of defined benefit pension

plans -1928 424 424 -1928 424 424

Share of other comprehensive income of

associates, Remeasurements of defined

benefit pension plans -49 14 -14 -14 -63 14 14
Change in fair value attributable to changes in

own credit risk of financial liabilities designated

at fair value through profit or loss

Total -1977 424 0 424 14 -14 -14 -1991 438 0 438
Items that may be reclassified to the income

statement

Exchange differences, foreign operations 1081 1081

Hedging of net investments in foreign

operations -651 147 -3 144 -651 147 -3 144
Cash flow hedges -63 14 14 -63 14 14

Foreign currency basis risk

Share of other comprehensive income

of associates -80 -80
Total 287 161 -3 158 287 161 -3 158
Other comprehensive income -1690 585 -3 582 14 -14 -14 -1704 599 -3 596
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Income statement, Parent company

SEKm Note 2018 2017
Interest income 15450 13556
Negative yield on financial assets -2991 -2132
Leasing income 4773 4361
Interest income, including negative yield on financial liabilities 17 232 15785
Interest expense -5727 -4273
Negative yield on financial liabilities 735 746
Interest expense, including negative yield on financial liabilities -4992 -3527
Net interest income P5 12 240 12 258
Dividends received P& 19831 17 005
Commission income 10 064 9820
Commission expense -3607 -3195
Net commissions P7 6457 6625
Net gains and losses on financial items P8 1277 2142
Other income P9 2039 1427
Total income 41 844 39457
Staff costs P10 7787 8147
Other general administrative expenses P11 4889 5146
Depreciation/amortisation and impairment of tangible P12

and intangible fixed assets 4837 4544
Total expenses 17 513 17 837
Profit before impairment 24331 21620
Credit impairment, net P13 556 1308
Impairment of financial fixed assets P14 11 13
Operating profit 23764 20299
Appropriations P15 72 368
Tax expense P16 4225 3725
Profit for the year 19467 16 206

Statement of comprehensive income,
Parent company

SEKm Note 2018 2017
Profit for the period reported via income statement 19 467 16 206
Total comprehensive income for the period 19467 16 206
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Balance sheet, Parent company

SEKm Note 2018 2017 1/1/2017
Assets

Cash and balances with central banks 80903 136061 64193
Treasury bills and other bills eligible for refinancing with central banks, etc. P17 96 006 82779 102618
Loans to credit institutions P18 523699 449733 409763
Loans to the public P19 428966 398 666 430 406
Bonds and other interest-bearing securities P20 56 407 58543 73247
Shares and participating interests P21 4629 19569 23654
Investments in associates pe2 2085 2087 1999
Investments in Group entities P23 62135 62016 56614
Derivatives p24 43275 62153 96 243
Intangible fixed assets P26 351 375 435
Leasing equipment p27 16170 15466 14016
Tangible assets pe8 576 592 523
Current tax assets 1935 1361 1774
Deferred tax assets P16 146 141 133
Other assets P29 25666 24 450 15699
Prepaid expenses and accrued income P30 1589 2399 2857
Total assets 1344538 1316391 1294174
Liabilities and equity

Liabilities

Amounts owed to credit institutions P31 83218 95106 129276
Deposits and borrowings from the public P32 700 256 671323 617 704
Debt securities in issue P33 303622 322 684 282 369
Derivatives P24 54063 65704 114620
Current tax liabilities 1284 951 374
Other liabilities P34 63992 33984 23314
Accrued expenses and prepaid income P35 1793 2957 3530
Provisions P36 427 422 172
Subordinated liabilities P37 34184 25508 27 254
Total liabilities 1242839 1218639 1198613
Untaxed reserves P38 10647 10575 10206
Equity P39

Share capital 24904 24904 24904
Other funds 5968 5968 5968
Retained earnings 60180 56 305 54483
Total equity 91 052 87177 85 355
Total liabilities and equity 1344538 1316391 1294174

The balance sheet and income statement will be adopted at the Annual General Meeting on 28 March 20189,
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Statement of changes in equity,
Parent company

Share premium Statutory Retained

SEKm Share capital reserve reserve earnings Total
Closing balance 31 December 2017 24 904 13 206 5968 43099 87177
Amendments due to the adoption of IFRS 9 -1406 -1406
Opening balance 1 January 2018 24 904 13 206 5968 41 693 85771
Dividend -14517 -14517
Share based payments to employees 321 321
Deferred tax related to share based payments to employees -7 -7
Current tax related to share based payments to employees 17 17
Total comprehensive income for the year 19467 19467

of which through the Profit or loss account 19467 19467
Closing balance 31 December 2018 24 904 13 206 5968 46 974 91 052
Opening balance 1 January 2017 24 904 13 206 5968 41277 85 355
Dividend -14695 -14695
Share based payments to employees 307 307
Deferred tax related to share based payments to employees -31 -31
Current tax related to share based payments to employees 35 35
Total comprehensive income for the year 16 206 16 206

of which through the Profit or loss account 16 206 16 206
Closing balance 31 December 2017 24904 13 206 5968 43099 87177
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Statement of cash flow, Parent company

SEKm Note 2018 2017
Operating activities

Operating profit 23764 20299
Adjustments for non-cash items in operating activities P42 -13188 -7 745
Taxes paid -4073 -2 764
Increase/decrease in loans to credit institution -73886 -39973
Increase/decrease in loans to the public -31061 31221
Increase/decrease in holdings of securities for trading 4937 38867
Increase/decrease in deposits and borrowings from the public including retail bonds 27278 53577
Increase/decrease in amounts owed to credit institutions -12111 -34171
Increase/decrease in other assets 33977 574
Increase/decrease in other liabilities 17959 -38255
Cash flow from operating activities -26 404 21630
Investing activities

Acquisition of/contribution to Group entities and associates -5367
Disposal of/repayment from Group entities and associates 207

Acquisition of other fixed assets and strategic financial assets -27784 -16454
Disposals of other fixed assets and strategic financial assets 23718 10798
Dividends and Group contributions received 16 786 12244
Cash flow from investing activities 12 927 1221
Financing activities

Issuance of interest-bearing securities 36906 51925
Redemption of interest-bearing securities -37610 -51568
Issuance of commercial papers 992 449 1048895
Redemption of commercial papers -1018309 -985 541
Dividends paid -14517 -14695
Cash flow from financing activities -41 681 49 016
Cash flow for the year -55158 71868
Cash and cash equivalents at the beginning of the year 136 061 64193
Cash flow for the year -55158 71868
Cash and cash equivalents at end of the year 80903 136 061

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
normal business activities such as loans to and deposits from the public and credit in-
stitutions, and which are not attributable to investing and financing activities. Cash
flow includes interest receipts of SEK 17 076 m (16 195) and interest payments of SEK
4823 m (3 157). Capitalised interest is included.
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Investing activities

Investing activities consist of purchases and sales of strategic financial assets, contri-

butions to and repayments from subsidiaries or associates and other fixed

assets. OnJune 29, 2018, the associate UC AB was sold. A cash payment of SEK 206

m was received. In connection with the divestment, Swedbank also received shares of

7.4 per cent of the Finnish credit information company Asiakastieto Group Plc, which

corresponded to a value of SEK 502 m. The recognised capital gain was SEK 677 m.
On March 23, 2018, 6 per cent was acquired in Meniga Ltd for SEK 31 m and on

December 19, 14 per cent was acquired in Asteria for SEK 6m. In addition, on December

7, the investment in Minna Technolgies AB (Mina Tjanster AB) was increased by SEK

10m.

Other acquisitions 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 the Group 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 55-65. In
addition, the parent company is required to consider and prepare its annual report

in accordance 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 is-
sued 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 signifi-
cant differences in principle 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

* 3ssociates

« goodwill and internally generated intangible assets

« finance leases

* pensions

« untaxed reserves and Group contributions, and

* operating segments

The headings in the financial statements follow the Annual Accounts Act for Credit In-
stitutions and Securities Companies and the Swedish Financial Supervisory Authority’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 is-
sued and not yet adopted are not expected to have a significant impact on the parent
company’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 investment 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
Investments in associates are recognised in the parent company at cost less any im-
pairment. 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 equipment

The parent company recognises finance leases as operating leases. This means that
the assets are recognised as equipment with depreciation within Depreciation/am-

ortisation of tangible and intangible assets in the income statement. Rent income is
recognised 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 state-
ment. 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.

Credit risks
Loans to credit institutions 2018 Non Credit-Impaired
Stage 1 Stage 2 Total
Gross carrying amount
Opening balance 446 604 197 446 801
Closing balance 519056 101 519157
Credit impairment provisions
Opening balance 14 13 27
Movements affecting Credit impairments line
New and derecognosed financial assets, net -5 -8 -13
Changes in risk factors (EAD, PD, LGD) -1 -3 -4
Changes in macroeconomic scenarios -3 -1 -4
Total movements affecting Credit impairments line -9 -12 -21
Closing balance 5 1 6
Carrying amount
Opening balance 446 590 184 446774
Closing balance 519051 100 519151
Loans to the public 2018 Non Credit-lmpaired Credit-Impaired
Stage 3, incl.
purchased or
Stage 1 Stage 2 originated Total
Gross carrying amount
Opening balance 314160 56 125 6237 376 522
Closing balance 345 145 40607 8041 393793
Credit impairment provisions
Opening balance 307 1594 1982 3883
Movements affecting Credit impairments line
New and derecognosed financial assets, net 77 -146 70 1
Changes in risk factors (EAD, PD, LGD) 131 52 19 202
Changes in macroeconomic scenarios -8 -79 2 -85
Changes due to expert credit judgement (manual adjustments and individual assessments) 333 333
Stage transfers -126 -332 626 168
from stage 1 to stage 2 -111 253 142
from stage 1 to stage 3 -40 45 5
from stage 2 to stage 1 25 -76 -51
from stage 2 to stage 3 -510 595 85
from stage 3 to stage 2 1 -11 -10
from stage 3 to stage 1 -3 -3
Other -1 -92 -93
Total movements affecting Credit impairments line 73 -505 958 526
Movements recognised outside Credit impairments line
Interest 92 92
Change in exchange rates g 86 111 206
Closing balance 389 1175 3143 4707
Carrying amount
Opening balance 313853 54531 4255 372639
Closing balance 344756 39432 4898 389 086
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Commitments and financial guarantees 2018 Non Credit-lmpaired Credit-Impaired
Stage 3, incl.
purchased or
Stage 1 Stage 2 originated Total
Nominal amount
Opening balance 774 864 11642 721 787 227
Closing balance 721485 8292 797 730574

Credit impairment provisions
Opening balance 115 258 266 639

Movements affecting Credit impairments line

New and derecognosed financial assets, net 5 -78 -1 -74
Changes in risk factors (EAD, PD, LGD) =10 36 -38 -12
Changes in macroeconomic scenarios -12 -11 -23
Changes due to expert credit judgement (manual adjustments and individual assessments) -167 -167
Stage transfers -11 -16 26 -1

from stage 1 to stage 2 -16 46 30

from stage 1 to stage 3 -1 1

from stage 2 to stage 1 6 -35 -29

from stage 2 to stage 3 -27 27

from stage 3 to stage 2 -1 -1

from stage 3 to stage 1 -1 -1
Total movements affecting Credit impairments line -28 -69 -180 -277

Movements recognised outside Credit impairments line
Change in exchange rates 5 17 18 40
Closing balance 92 206 104 402

Carrying amount of forborne loans to the public 2018

Total
Performing 6375
Non-Performing 6370
Total 12 745

Concentration risk, customer exposure

At end of 2018 the Group did not have any exposures against single counterparties
that exceeded 10% of the capital base.

Collateral that can be sold or pledged even if the counterparty fulfils

its contractual obligations

When it grants repos, the parent coampany 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 414m (482). None of this collateral has been sold or pledged.
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Impaired, past due and foreborne loans 2017

Total
Impaired loans
Carrying amount before provisions 6000
Provisions 2077
Carrying amount after provisions 3923
Share of impaired loans, net % 0.46
Share of impaired loans, gross % 071
Past due loans that are not impaired
Valuation category, loans and receivables
Loans with past due amount,
5-30days 22
31-60 days 88
61-90 days 36
more than 90 days 51
Total 197
Foreborne loans
Performing 9214
Non-performing 4788

Impaired loans are loans for which it is likely that payments will not be fulfilled in
accordance with the terms of the contract. A loan is not impaired if there is collat-

eral which covers capital, interest and fees for any delays by a satisfactory margin.
Provisions for impaired loans as well as other elements of lending where losses have
occurred but individual claims have not yet been identified are specified above. Loss
events include non-payments or delayed payments where it is likely the borrower

will become bankrupt and domestic or local economic conditions that are tied to non-
payments, such as declines in asset values. The carrying amount of impaired loans
largely corresponds to the value of collateral in cases where collateral exists. Forborne
loans refer to loans where a change has been made to the terms of the contract as a

result of the customer’s reduced ability to pay.
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Provisions 2017
Opening balance 2271
New provisions 859
Recoveries of provisions -151
Utilisation of previous provisions -174
Portfolio provisions for loans that are not impaired -16
Change in exchange rates and other adjustments -142
Closing balance 2647
Total provision ratio for impaired loans, % 44
Provision ratio for impaired loans, % 35
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NOTES, PARENT COMPANY

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 the amortisation schedule. Liabilities whose repayment date may depend on various options have been distributed based on the earliest
date on which repayment could be demanded. Differences between nominal amount and carrying amount, discounted cash flows, are reported together with items without an

agreed maturity date where the anticipated realisation date has not been determined in the column No maturity/discount effect.

Undiscounted contractual cash flows

Payable on No maturity/

Remaining maturity 2018 demand < 3 mths. 3 mths.—1 yr 1-5yrs 5-10yrs >10yrs discount effect Total
Assets

Cash and balances with central banks 80903 80903
I;i?:lrg/abr:uz and other bills eligible for refinancing with 80732 5479 7 445 1588 903 5859 96006
Loans to credit institutions 12357 8135 487772 13718 783 934 523699
Loans to the public 63758 103 805 216226 35892 9285 428966
Bonds and other interest-bearing securities 7150 10487 33892 3728 89 1061 56 407
Shares and participating interests 68849 68849
Derivatives 9862 10774 20623 2340 443 -767 43275
Intangible fixed assets 351 351
Tangible assets 16 746 16 746
Other assets 12935 2081 14320 29336
Total 93 260 182572 617 398 291 904 44331 11 654 103419 1344538
Liabilities

Amounts owed to credit institutions 59 006 23726 235 251 83218
Deposits and borrowings from the public 679909 13423 6045 879 700 256
Debt securities in issue 99 754 65 786 133134 7441 -2493 303622
Derivatives 8590 10320 20812 2723 585 11033 54063
Other liabilities 65574 1520 402 10647 78143
Subordinated liabilities 7700 111 25759 406 208 34184
Equity 91052 91052
Total 738915 218 767 84017 181 237 10570 585 110447 1344538

The large part of deposits from the public is contractually payable on demand. Despite the contractual terms, the deposits are essentially a stable and a long-term

source of funding.

Undiscounted contractual cash flows

Payable on No maturity/

Remaining maturity 2017 demand < 3 mths. 3 mths.—-1 yr 1-5yrs 5-10yrs >10yrs discount effect Total
Assets

Cash and balances with central banks 136061 136061
I;i?;rgabr:lklz and other bills eligible for refinancing with 67327 5682 7524 72 5292 5882 82779
Loans to credit institutions 2015 16382 416692 13638 860 146 449733
Loans to the public 48679 100905 207 205 33947 7930 398 666
Bonds and other interest-bearing securities 6572 24820 24062 1827 37 1225 58543
Shares and participating interests 83672 83672
Derivatives 14870 16462 27797 3371 642 -989 62153
Intangible fixed assets 375 375
Tangible assets 16058 16058
Other assets 14367 1717 12267 28351
Total 138076 168 197 563278 280226 40077 11 047 115490 1316391
Liabilities

Amounts owed to credit institutions 51842 40444 2510 310 95106
Deposits and borrowings from the public 628109 31801 10303 1110 671323
Debt securities in issue 125554 46 959 145552 5019 246 -646 322684
Derivatives 12401 13260 23382 3125 674 12862 65704
Other liabilities 35857 2358 99 10575 48889
Subordinated liabilities 14308 11094 106 25508
Equity 87177 87177
Total 679951 246 057 75390 170453 22452 12014 110074 1316391

The large part of deposits from the public is contractually payable on demand. Despite the contractual terms, the deposits are essentially a stable and a long-term

source of funding.
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Debt securities in issue

Subordinated liabilities

Turnover during the year 2018 2017 Turnover during the year 2018 2017

Commercial paper Subordinated liabilities

Opening balance 149976 102186  Closing balance 2017 25508 27 254

Issued 992443 1048803 Changed presentation of accrued interest 356

Repaid -1018909 -985 541 Opening balance 25 864

Change in exchange rates 7923 -15472 Issued 8306 6386

Closing balance 131439 149976 Repaid -1559 -7183
Accrued interest 32

Other interest-bearing bonds Change in hedged item in hedge accounting at fair value -50 -60

Closing balance 2017 157872 165 205 Change in exchange rates 1591 889

Changed presentation of accrued interest gz Total subordinated liabilities 34184 25508

Opening balance 158 684

Issued 26435 45539

Repurchased -145 -275

Repaid -30866 -44 386

Accrued interest 90

Change in market values -612 -1419

Change in exchange rates 7 862 -6792

Closing balance 161 448 157 872

Structured products

Opening balance 14 836 14978

Issued 2166 2833

Repaid -5040 -2 504

Change in market values -1227 -471

Closing balance 10735 14836

Total debt securities in issue 303622 322684

Market risks

Interest 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.

2018 < 3 mths. 3-6 mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total

SEK -545 288 -352 -177 -119 -76 1066 -765 -310 -990

Foreign currency 907 860 165 53 -13 -70 4 -78 93 1921

Total 362 1148 -187 -124 -132 -146 1070 -843 -217 931

of which financial instruments measured at fair value through profit or loss

2018 < 3 mths. 3-6 mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total

SEK 30 10 -108 -194 58 35 54 -61 -100 -276

Foreign currency 576 841 148 15 -8 -15 30 -59 90 1618

Total 606 851 40 -179 50 20 84 -120 -10 1342

2017 < 3 mths. 3-6mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total

SEK -752 -147 435 36 -178 206 -587 177 -45 -855

Foreign currency 772 981 -107 49 16 3 -88 -60 86 1651

Total 19 833 328 85 -162 209 -675 117 41 796

of which financial instruments measured at fair value through profit or loss

2017 < 3 mths. 3-6 mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5 yrs 5-10yrs >10yrs Total

SEK -55 -5¢2 -19 -23 -69 141 -95 -30 -17 -220

Foreign currency 389 937 -119 34 -28 -27 52 -40 85 1283

Total 335 885 -138 11 -98 114 -44 -70 68 1063
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Currency risks

Currency distribution

2018 SEK EUR usD GBP DKK NOK Other Total
Assets

Cash and balances with central banks 4594 49239 26163 61 795 51 80903
Loans to credit institutions 497 765 3212 11589 332 1710 5569 3522 523699
Loans to the public 317678 33386 34 560 3747 5657 32071 1867 428966
Interest-bearing securities 136223 6030 2389 572 7199 152413
Other assets, not distributed 158557 158 557
Total 1114817 91 867 74701 4079 8 000 45634 5440 1344538
Liabilities

Amounts owed to credit institutions 42632 11815 20861 1279 2005 1758 2868 83218
Deposits and borrowings from the public 671759 10109 10 066 688 1460 4541 1633 700 256
Debt securities in issue and subordinated liabilities 22977 97 261 178840 25323 524 12881 337806
Other liabilities, not distributed 132 206 132 206
Equity 91052 91 052
Total 960 626 119185 209 767 27 290 3465 6823 17382 1344538
atctlftg|ansgs|ifjss,?t?t;jn|52|gzsf/a e -17244 -135202  -23268 4558 39049 -11942

Net position in currency 10074 -136 -57 23 238 10143
Currency distribution

2017 SEK EUR usD GBP DKK NOK Other Total
Assets

Cash and balances with central banks 1629 89903 40070 67 4284 108 136061
Loans to credit institutions 428250 8365 3549 160 1634 5871 1904 449733
Loans to the public 297837 26389 35664 3391 4846 28983 1556 398 666
Interest-bearing securities 123680 6057 6539 267 4779 141 322
Other assets, not distributed 190609 190609
Total 1042005 130714 85 822 3551 6814 43917 3568 1316391
Liabilities

Amounts owed to credit institutions 48752 13771 26071 1107 2041 1037 2327 95106
Deposits and borrowings from the public 634 008 8982 20062 551 1707 4309 1704 671323
Debt securities in issue and subordinated liabilities 32266 75549 203591 23972 1104 11710 348192
Other liabilities, not distributed 114593 114593
Equity 87177 87177
Total 916 796 98 302 249724 25630 3748 6450 15741 1316391
atc'l‘f;iansgsﬁii?gn'gﬁ'gte'fif/'aﬂves 42197 -163973  -22102 3062 37679 -12172

Net position in currency 9785 -71 -23 -3 211 9300
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Capital adequacy analysis

Swedbank’s legal capital requirement is based on CRR. The parent company calculates an internally estimated capital requirement. As of 31 December 2018 the internal capital
requirement amounted to SEK 29.6bn. The capital base amounted to SEK 115.6bn.

Parent company

Parent company

Capital adequacy 2018 2017 Capital buffer requirement?, % 2018 2017
Common Equity Tier 1 capital 81824 78 687 CET1 capital requirement including buffer requirements 8.5 8.5
Additional Tier 1 capital 10937 11040 of which minimum CET1 requirement 4.5 4.5
Tier 1 capital 92 761 89727 of which capital conservation buffer 2.5 2.5
Tier 2 capital 22862 13683 of which countercyclical capital buffer 1.5 1,5
Total own funds 115623 103410 CET 1 capital available to meet buffer requirement* 20.7 20.7
Risk exposure amount 325180 312647
Common Equity Tier 1 capital ratio, % 25.2 25.2 Parent company
Tier 1 capital ratio, % 28.5 28.7 Leverage ratio 2018 2017
Total capital ratio, % 35.6 33.1 Tier 1 Capital 92 761 89727
Total exposure® 1017859 979217
Parent company
0 9
Capital adequacy 2018 2017 Leverage ratio, % 91 5.2
Shareholders’ equity according to the balance sheet 91052 87177
Anticipated dividend 15885 -14515 1)quustment dye lto the \mplementatmnlof EBAstechmcaI standards on pruqent valu-
- ation. The objective of these standards is to determine prudent values of fair valued
Share of capital of accrual reserve 8305 8248 positions
Value changes in own financial liabilities -125 -12  2)Torectify for underestimation of default frequency in the model for large corporate
Additional value adjustments® -427 -563 exposures, Swedbank has decided to hold more capital until the updated model has
Goodwill ~710 _725 been ?ipgzveg b\é tlhe Swedish ESfA 'I;htaafrTﬂount alss includesglar}ned implement-
- o tiono 's Guideline on new default definition and increased safety margins.
\ntangmlle .aSSEtS after deferred tax lI|ab|I|t|es = -348 3) Buffer requirement according to Swedish implementation of CRD IV.
Net provisions for reported IRB credit exposures -530  4)CET1 capital ratio as reported less minimum requirement of 4.5% (excluding buffer
Shares deducted from CET1 capital -45 -45 requirements) and less any CET1 items used to meet the Tier 1 and total capital
Common Equity Tier 1 capital 81824 78687 rquirements. . . _ . .
Additional Tier 1 capital 10937 11 040 5) Taklng into account exemption according to CRR article 429.7, excluding certain
. - intragroup exposures.
Total Tier 1 capital 92761 89727 g additional risk exposure amount and minimum capital requirement following the
Tier 2 capital 22862 13683 changed application of the risk weight floor for Swedish mortgages according to
Total own funds 115623 103410 decision from the SFSA.
Minimum capital requirement for credit risks, 2018
standardised approach 6415 6197
. . . . Exposure Average risk Minimum capital
Minimum capital requirement for credit risks, IRB 13048 12721 Credit risks, IRB amount weight, % requirement
Minimum capital requirement for credit risks, default Central government or central
fund contribution 29 27 banks exposures 205617 2 255
Minimum capital requirement for market risks 1040 692 Institutional exposures 52 256 20 821
Trading book 997 668 Corporate exposures 433572 29 10115
of which VaR and SVaR 722 487 Retail exposures 94 045 21 1605
of which risks outside VaR and SVaR 275 181 Non credit obligation 3286 96 252
FXrisk other operations 43 24 Total credit risks, IRB 788776 21 13048
Minimum capital requirement for credit value adjustment 302 305
Minimum capital requirement for operational risks 2816 2825 2017
Additional minimum capital requirement, Article 3 CRR? 2325 2245 Exposure  Average risk Minimum capital
Additional minimum capital requirement, Article 458 CRRS 39 Credit risks, IRB amount _ weight, % requirement
Minimum capital requirement 26014 25012 Central government or central
- — - banks exposures 249271 1 294
Risk exposure amount credit risks, standardised approach 80 197 77 459 —
- — Institutional exposures 65945 18 934
Risk exposure amount credit risks, IRB 163098 159018
- — — Corporate exposures 408710 29 9575
Risk exposure amount credit risks, default fund contribution 358 343 -
- - Retail exposures 97 650 22 1709
Risk exposure amount market risks 13000 8655 - —
- - - Non credit obligation 2759 95 209
Risk exposure amount credit value adjustment 3781 3797 —
- - - Total credit risks, IRB 824 335 19 12721
Risk exposure amount operational risks 35201 35317
Additional risk exposure amount, Article 3 CRR? 29058 28058
Additional risk exposure amount, Article 458 CRR® 487
Risk exposure amount 325180 312647
Common Equity Tier 1 capital ratio, % 25.2 25.2
Tier 1 capital ratio, % 28.5 28.7
Total capital ratio, % 35.6 33.1
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Parent company Parent company
Minimum capital requirements for market risks 2018 2017 Minimum capital requirement for operational risks 2018 2017
Interest rate risk 990 641 Standardised approach 2816 2825
of which for specific risk 275 181 of which trading and sales 168 106
of which for general risk 716 460 of which retail banking 1596 1715
Equity risk 53 125 of which commercial banking 846 791
of which for general risk 53 125 of which payment and settlement 189 177
Currency risk in trading book 202 217 of which retail brokerage 1 2
Total minimum capital requirement for risks in trading book* 997 668 of which agency services 30 27
of which stressed VaR 589 375 of which asset management -42 -32
Currency risk outside trading book 43 24 of which corporate finance 28 39
Total 1040 692  Total 2816 2825

1) The parent company’s capital requirement for general interest-rate risk, Equity risk
and currency risk in the trading-book are calculated in accordance with the VaR

model.

Parent company 2018

Parent company 2017

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 1045728 80197 6415 1043965 77 459 6197
Central government or central banks exposures 19 17
Regional governments or local authorities exposures 34 7 1 69 14 1
Public sector entities exposures 1024 2 646
Multilateral development banks exposures 2452 3439
International organisation exposures 280 273
Institutional exposures 968 031 841 67 966 482 654 52
Corporate exposures 4205 4020 322 3453 3323 266
Retail exposures 301 225 18 385 287 23
Exposures secured by mortgages on immavable property 2919 1022 82 2495 873 70
Exposures in default 0 0 0
Equity exposures 65374 72995 5838 64012 71624 5730
Other items 1089 1087 87 694 684 55
Credit risks, IRB 788776 163098 13048 824335 159018 12271
Central government or central banks exposures 205617 3188 255 249271 3678 294
Institutional exposures 52256 10259 821 65945 11680 934
Corporate exposures 433572 126438 10115 408710 119682 9575
Retail exposures 94 045 20058 1605 97 650 21366 1709
of which mortgage lending 11333 2 346 188 12871 2610 209
of which other lending 82712 17712 1417 84779 18756 1500
Non-credit obligation 3286 3155 252 2759 2612 209
Credit risks, Default fund contribution 358 29 343 27
Settlement risks 177 0 0
Market risks 13 000 1040 8655 692
Trading book 12 460 997 8350 668
of which VaR and SVaR 9023 722 6086 487
of which risks outside VaR and SVaR 3437 275 2264 181
FX risk other operations 540 43 305 24
Credit value adjustment 15072 3781 302 15351 3797 305
Operational risks 35201 2816 35317 2825
of which standardised approach 35201 2816 35317 2825
Additional risk exposure amount, Article 3 CRR 29058 2325 28058 2245
Additional risk exposure amount, Article 458 CRR 487 39
Total 1849753 325180 26014 1883651 312 647 25012
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Geographical distribution of revenue

2018 Sweden Norway Denmark Finland USA Other Total
Interest income 8274 2754 79 -574 1759 167 12459
Leasing income 4773 4773
Dividends received 19831 19831
Commission income 8971 535 49 426 54 29 10064
Net gains and losses on financial items 1716 -376 5 -142 -1 75 1277
Other income 1984 B 1 51 2039
Total 45 549 2916 133 -290 1813 322 50443
2017 Sweden Norway Denmark Finland USA Other Total
Interest income 7682 2033 76 -355 1849 139 11424
Leasing income 4361 4361
Dividends received 17 005 17 005
Commission income 9136 326 13 90 46 33 9644
Net gains or losses on financial items 1997 -600 6 -6 2142
Other income 1555 1 1 45 1603
Total 41736 1760 96 480 1896 211 46179
The geographical distribution has been allocated to the country where the business was carried out.
Net interest income
2018 2017
Interest income 12 459 11424
Leasing income 4773 4361
Interest expense 4992 3527
Net interest income before depreciation for financial leases 12 240 12 258
Depreciation according to plan finance leases 4490 4113
Net interest income after depreciation for financial leases 7750 8145
2018 2017
Average Interest income/ Average annual Average Interestincome/ Average annual
balance expense interest rate, % balance expense interest rate, %
Loans to credit institutions 458 565 -42 -0.01 434230 257 0.06
Loans to the public 396 434 10723 2.70 428797 10380 2.42
Interest-bearing securities 143050 -22 -0.02 174884 55 0.03
Total interest-bearing assets 998 049 10659 1.07 1037911 10692 1.03
Derivatives 71218 1603 83 200 542
Other assets 383747 4970 426345 4551
Total assets 1453014 17 232 1.19 1547456 15785 1.02
Amounts owed to credit institutions 155270 1050 0.68 187985 843 045
Deposits and borrowings from the public 694 024 1002 0.14 733760 1044 014
of which deposit guarantee fees 265 282
Debt securities inissue 378383 7141 1.89 360419 4485 1.24
Subordinated liabilities 27 484 1016 3.70 28985 1193 4.12
Total interest-bearing liabilities 1255161 10209 0.81 1311149 7 565 0.58
Derivatives 75600 -5999 89276 -4 655
Other liabilities 45184 782 66152 617
of which resolution fee 741 607
Total liabilities 1375945 4992 0.36 1466577 3527 0.24
Equity 77 069 80879
Total liabilities and equity 1453014 4992 0.34 1547456 3527 0,23
Net interest income 12 240 12258
Net interest margin 0.85 0.79
Interest income on Stage 3 loans (impaired loans in 2017) 201 92
Interest income on financial assets at amortised cost 15667 15235
Interest expense on financial liabilities at amortised cost 11144 8352
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. o o 2018 2017
DIVIdends recelved Commission income Over time Point in time Over time Point in time
2018 2017 Payment processing 520 1198 519 1103
Shares and participating interests 867 279 Cardts 2 s 14 3378
Investments in associates 354 1543 Service concepts Bb 263
; - Asset management and
| 1 1861 151
nvesltments in Group entities 8610 5183 custody 1623 1771
Total _ — 19831 17005 ieiogirance 438 2 434 3
1) of which, through Group contributions 14314 12 262 Securities > 17 10 520
Corporate finance 113 133
N t o e Lending 619 137 607 132
et commissions Guarantee 163 166
oL Deposits 16 15 16 25
Commission income 2018 2017 Non-life = =
Payment processing 1718 1622 00;' 1Te nsurance. = = = O
Cards 3729 3393 Tt e:’ commission income — — — —
Service concepts 606 569 ota
Asset management and custody 1623 1771
Life insurance 440 437
Securities 419 530 Net gains and losses on financial
Corporate finance 113 133 items
Lending 756 739
Guarar}tee 163 166 2018 2017
Deposits 2l 4 Fair value through profit or loss
Non-life insurance 54 58 . s
——— Trading and derivatives
Qther commission income ol 361 Shares and share related derivatives 785 227
Total (L 9820 Interest-bearing instruments and interest related
derivatives 306 849
Commission expense 2018 2017 Total 1091 1076
Payment processing -958 -917 .
Other business models
Cards -2081 -1777
- Shares -37 46
Service concepts -12 -12 —
Interest-bearing instruments -174 67
Asset management and custody 585 -86
— Total -211 113
Securities -253 -225
Lending and guarantees 61 _5g Designated at fair value through profit or loss
Other commission expense -147 -119 Financial liabilities 3
Total -3607 3195 Total -3
Hedge accounting at fair value
o Ineffective part in hedge accounting at fair value
Net commissions : 2018 2017 Hedging instruments 81 _799
Payment processing 760 705 Hedged item 61 817
Cardls 1648 1616 Total 20 18
Service concepts e 257 Derecognition gain or loss for financial liabilities at
Asset management and custody 1528 1685 amortised cost 1 -2
Life insurance 440 437 Derecognition gain or loss for financial assets at
Securities 166 305 amortised cost 3 4
Corporate finance 113 133 Change in exchange rates 413 936
Lending 695 680 Total 1277 2142
Guarantee 163 166
Deposits 31 41
Non-life insurance 54 58 o
Other commission income 265 242 Other Income
Total 6457 6625
2018 2017
IT services 668 974
Other operating income 1371 453
Total 2039 1427

The parent company has changed the presentation of certain revenues from the
Savings banks. Prior periods have been restated, Other income in 2017 has decreased

by SEK 176m and is presented as commission income instead.
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Staff costs
Total staff costs 2018 2017 Number of performance rights that establish the recognised
Salaries and remuneration 4610 4814 share based expense, millions 2018 2017
Compensation through shares in Swedbank AB 223 213 Qutstanding at the beginning of the period 2 53
Social insurance charges 1553 119  Allotted 14 03
Pension costs 1045 1141 Forfeited O 05
Training costs 93 94 Exercised Ll 19
Other staff costs 63 266 Outstanding at the end of the period 3.4 3.8
Total 7787 8147 Exercisable at the end of the period 0 0
- - Weighted average fair value per performance right at
of which variable staff costs 383 324 meag;urement d§te, SEK perp s 198 185
Weighted average remaining contractual life, months 17 12
Variable Compensation Programme 2013-2018 2018 2017 Weighted average exercise price per performance right, SEK* 0 0
Programme 2013 1) Applicable for the following groups; outstanding at the beginning of the period,
Recognised expense for compensation that is settled with granted during the period, forfeited during the period, exercised during the period,
shares in Swedbank AB 8 expired during the period, outstanding at the end of the period, exercisable at the
Recognised expense for social charges related to the share end of the period.
settled compensation 7
Programme 2014
Recognlised expense for compensation that is settled with 2018 Boea;:i32Iii;ic::;isafgizi:uet?‘f:s"d emmg;::;
shares in Swedbank AB 14 53 -
Salaries and
Recognised expense for social charges related to the share Number of otherre-  Variable Salaries and
settled compensation 6 18 Countries persons munerations pay variable pay Total
Programme 2015 Sweden 29 101 10 4181 4292
Recognised expense for compensation that is settled with Denmark 24 24
shares in Swedbank AB 34 35 Norway 230 230
Recognised expense for social charges related to the share USA 32 32
settled compensation 17 12 Finland 42 42
:rogran?mz 2016 ] on that i ted with Luxemburg 21 21
Sﬁ;?egsni:esvfexdp;an:keA%r compensation that is settled witl “ “ Chinal 14 14
Recognised expense for social charges related to the share Estonia U el
settled compensation 14 13 Latvia 31 31
Recognised expense for cash settled compensation _g  Lithuania 90 0
Recognised expense for payroll overhead costs related to Total 29 101 10 4722 4833
the cash settled compensation 2
Programme 2017 Board of directors, President and Other
Recognised expense for compensation that is settled with 2017 equivatent seni?r executives employees
shares in Swedbank AB = 70 Number of SalaortlﬁZrarneq Variable Salaries and
Recognised expense for social charges related to the share Countries persons munerations pay variable pay Total
settled compensation 12 20 Sweden 29 89 e) 4483 4581
Recognised expense for cash settled compensation 1 33 Denmark 22 22
Recognised expense for payroll overhead costs related to Norway 191 191
the cash settled compensation 1 14 USA 28 28
Programme 2018 Finland 30 30
ssaciiniﬁesi:aexdp;annske;%r compensation that is settled with 100 Lu%emburg 19 19
Recognised expense for social charges related to the share China = 15
settled compensation 28 Estonia 45 45
Recognised expense for cash settled compensation 56 Latvia 25 25
Recognised expense for payroll overhead costs related to Lithuania 71 71
the cash settled compensation 25 Total 29 89 9 4929 5027
Total recognised expense 383 324
Board members, President and equivalent senior executives 2018 2017
Costs during the year for pensions and similar benefits 30 27
No. of persons 17 17
Granted loans, SEKm 87 84
No. of persons 18 19
2018 2017
Distribution by gender % Female Male Female Male
All employees 57 43 56 44
Directors 50 50 44 56
Other senior executives, incl. President 42 58 40 60
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Other general administrative expenses

Credit impairments

NOTES, PARENT COMPANY

2018 2017
Rents, etc. 902 893
IT expenses 2000 2125
Telecommunications, postage 107 94
Consulting 381 495
Other outside services 653 628
Travel 146 172
Entertainment Bl 33
Office supplies 78 76
Advertising, public relations, marketing 194 215
Security transports, alarm systems 39 44
Maintenance 76 98
Other administrative expenses 209 210
Other operating expenses 73 63
Total 4 889 5146
Remuneration to Auditors elected by Annual General Meet-
ing, Deloitte AB 2018 2017
Statutory audit 23 22
Other audit 2 6
Other 1
Total 25 29
Internal Audit, not Deloitte AB 67 61

Depreciation/amortisation and
impairments of tangible and intangible

fixed assets

2018 2017
Depreciation/amortisation
Equipment 232 208
Intangible fixed assets 92 131
Lease objeccts 4490 4113
Total 4814 4452
Impairment
Intangible fixed assets 80
Lease objects 23 12
Total 23 92
Total 4837 4544

Credit impairment 2018
Amortised Cost

Impairment provisions - Stage 1 64
Impairment provisions - Stage 2 -516
Impairment provisions - Stage 3 958
Total 506
Write-offs 473
Recoveries -187
Total 286
Total - Amortised Cost 792
Commitments and financial guarantees

Impairment provisions - Stage 1 -28
Impairment provisions - Stage 2 -68
Impairment provisions - Stage 3 -181
Total -277
Write-offs 41
Total - Commitments and financial guarantees -236
Total Credit impairment 556
Credit impairment by borrower category

Credit institutions -21
General public 577
Total 556
Credit impairment 2017
Provisions for loans that individually are assessed as impaired

Provisions 859
Reversal of previous provisions -193
Provision for homogenous groups of impaired loans, net 19
Total 685
Portfolio provisions for loans that individually are not assessed

as impaired -16
Write-offs

Established losses 355
Utilisation of previous provisions -150
Recoveries -67
Total 138
Credit impairment for contingent liabilities and other credit risk

exposures 501
Credit impairment 1308
Credit impairment by valuation category

Loans and receivables 830
Fair value through profit or loss 478
Total 1308
Credit impairment by borrower category

Credit institutions -1
General public 1309
Total 1308
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Impairments of financial fixed assets Appropriations
2018 2017 Untaxed reserves 2018 2017
Investments in Group entities and associated companies Accelerated depreciation, equipment 72 368
Total 72 368
Ektornet AB, Stockholm 2
FR &R Invest AB, Stockholm 9
Rosengard Invest, Malmg 2
Swedbank Management Company S.A., Luxembourg 7
Summa 11 13
Tax
Tax expense 2018 2017
Tax related to previous years 61 -17
Current tax 4160 3779
Deferred tax 4 -37
Total 4225 3725
2018 2017
SEKm per cent SEKm per cent
Results 4225 178 3725 18.7
22.0 % of pre-tax profit 5212 220 4385 220
Difference 987 4.2 660 3.3
The difference consists of the following items
Tax previous years -61 -0.2 17 0.1
Tax -exempt income/non-deductible expenses -208 -0.9 -288 -15
Non-taxable dividends 1177 49 982 49
Non-deductible goodwill impairment -9
Tax-exempt capital gains and appreciation in value of shares and participating interests 146 0.6 1
Standard income tax allocation reserve -4 -4
Non-deductible impairment of financial fixed assets -3 -3
Deviating tax rates in other countries -53 -0.2 -36 -0.2
Revaluation of deferred taxes due to changed tax rate in Sweden -7
Total 987 4.2 660 3.3
2018
Deferred Opening Income Exchange rate Closing
tax assets balance statement Equity differences balance
Deductible temporary differences
Provisions for pensions 124 -7 117
Share related compensation 23 -8 15
Intangible assets -11 2 -9
Other 5 1 17 23
Total deferred tax assets 141 -4 -8 17 146
2017
Deferred Opening Income Exchange rate Closing
tax assets balance statement Equity differences balance
Deductible temporary differences
Provisions for pensions 107 17 124
Share related compensation 54 -31 23
Intangible assets -34 23 -11
Other 6 -3 2 5
Total deferred tax assets 133 37 -31 2 141
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Treasury bills and other bills eligible for refinancing with central banks etc.

Carrying amount Amortised cost Nominal amount

2018 2017 1/1/2017 2018 2017 1/1/2017 2018 2017 1/1/2017
Valuation category, fair value through profit or loss
Trading
Swedish government 8941 10611 9902 9236 10670 8620 7276 8910 7818
Swedish municipalities 512 4449 4584 513 4412 4543 501 4392 4514
Foreign governments 1796 2163 2279 1804 2159 2260 1791 2155 2245
Other non-Swedish issuers 1 553 848 1 553 849 1 550 844
Total 11250 17776 17613 11554 17 794 16 272 9569 16 007 15421
Other business models
Swedish municipalities 4294 4294 4277
Foreign governments 571 573 548
Total 4 865 4867 4825
Valuation category, amortised cost (2017 held to
maturity)
Swedish central bank 79891 65003 85005 80129 65003 85005 80000 65000 85000
Total 79891 65003 85 005 80129 65003 85 005 80 000 65000 85000
Total 96 006 82779 102618 96 550 82 797 101277 94 394 81 007 100421

Accrued interest of SEK -143 mis included in the Carrying amount and Amortised cost for 2018.

Loans to credit institutions Loans to the public

2018 2017 1/1/2017 2018
Valuation category, amortised cost (2017 loans and Valuation category, amortised cost
receiv‘ables) Swedish public 308436
Swedish banks 3319 4097 4772 Foreign public 80 590
Swedish credit institutions 499107 429179 384773 Total 389 086
Foreign banks 150 10780 121866 Valuation category, fair value through profit or loss
Foreign credit institutions 3195 2444 6500 Trading
Total 519151 446500 408911 Swedish public, repurchase agreements 7955
Valuation category, fair value through profit or loss Foreign public, repurchase agreements 31 759
Trading
Swedish credit institutions, repurchase agreements 4548 3187 235 Other business model
Foreign banks, repurchase agreements 46 617 Swedish public 166
Total 4548 3233 gsz  Jotal 39880
Total 523699 449733 409763 1o 428966

Accrued interest of SEK 703m is included for 2018.

Subordinated loans 2018 2017 1/1/2017
Subsidiaries 4000 2017 1/1/2017
Associates 620 620 620 Valuation category, loans and receivables
Other companies 51 50 53 Swedish public 297984 305179
Total 671 670 4673 Foreign public 75544 75842

Total 373528 381021

Accrued interest of SEK 84m is included for 2018. Valuation category, fair value through profit or loss

Trading

Swedish public, repurchase agreements 10669 18282
Foreign public, repurchase agreements 14347 30543
Other business model

Swedish public 122 560
Total 25138 49 385
Total 398666 430406

The maximum credit risk exposure for lending measured at fair value corresponds to
the carrying amount.
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Bonds and other interest-bearing securities

Issued by other than public agencies Carrying amount Amortised cost Nominal amount
2018 2017 1/1/2017 2018 2017 1/1/2017 2018 2017 1/1/2017
Valuation category, fair value through
profit or loss
Trading
Swedish mortgage institutions 15603 32135 39492 15573 32118 39423 14992 31272 38230
Swedish financial entities 5276 8541 11734 6781 8444 11572 5141 8333 11341
Swedish non-financial entities 3913 2608 1612 5808 2614 1596 5713 2586 1592
Foreign financial entities 4990 6 646 9310 3487 6612 9236 4915 6565 9189
Foreign non-financial entities 5119 5336 7475 3255 5311 7427 3215 5274 7 345
Total 34 901 55266 69623 34 904 55099 69 254 33976 54030 67 697
Other business models
Swedish mortgage institutions 15646 15685 15040
Swedish financial entities 257 257 250
Foreign financial entities 1525 1525 1505
Foreign non-financial entities 1904 1904 1838
Total 19332 19371 18634
Valuation category, amortised cost
(2017 held to maturity)
Foreign banks 2174 3277 3624 2174 3277 3624 2152 3277 3624
Total 2174 3277 3624 2174 3277 3624 2152 3277 3624
Total 56 407 58543 73247 56 449 58376 72878 54761 57 307 71321
Accrued interest of SEK 586 mis included in the Carrying amount and Amortised cost for 2018.
Shares and participating interests
Carrying
amount Cost
2018 2018
Valuation category, fair value through profit or loss
Trading
Trading stock 1207 1459
Fund shares 1808 1832
Other business models
Other shares 1597 1629
Condominiums 11 11
Other 6 6
Total 4629 4937
Carrying amount Cost
2017 1/1/2017 2017 1/1/2017
Valuation category, fair value through profit or loss
Trading
Trading stock 18186 12081 17 584 11414
Fund shares 1018 11398 999 10846
Designated
Other shares 356 160 331 149
Total 19560 23639 18914 22409
Valuation category, available for sale
Condominiums 2 7 2 7
Other 7 8 7 8
Total 9 15 9 15
Total 19569 23 654 18923 22424

Holdings in the valuation category available for sale have been estimated at acquisition cost, since a more reliable fair value is not considered to be available.
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Investments in associates

NOTES, PARENT COMPANY

Fixed assets 2018 2017 1/1/2017
Credit institutions 1944 1944 1944
Other associates 141 143 55
Total 2085 2087 1999
Opening balance 2087 1999
Additions during the year 0 88
Impairments during the year -2
Sold during the year 0
Closing balance 2085 2087
Corporate

identity Carrying Share of
Corporate identity, domicile number Number amount Cost capital, %
Credit institutions
EnterCard Holding AB, Stockholm 556673-0585 3000 420 420 60
Sparbanken Skane AB, Lund 516401-9928 3670342 1070 1070 22
Sparbanken Rekarne AB, Eskilstuna 516401-0091 865 000 125 125 50
Swedbank Sjuhdrad AB, Boras 516401-9852 950 000 288 288 48
Vimmerby Sparbank AB, Vimmerby 516401-0174 340 000 41 41 40
Total 1944 1944
Other associates
Babs Paylink AB, Stockholm 556567-2200 4900 20 20 49
BGC Holding AB, Stockholm 556607-0933 29177 98 98 29
Finansiell ID-Teknik BID AB, Stockholm 556630-4928 12735 4 24 28
Getswish AB, Stockholm 556913-7382 10000 18 21 20
Rosengard Invest AB, Malmg 556756-0528 5625 1 10 25
Total 141 173
Total 2085 2117

The share of the voting rights in each entity corresponds to the share of its equity. All shares and participating interests are unlisted.

On June 29, 2018, the associate UC AB was sold. A cash payment of SEK 206m was received. In connection with the divestment, Swedbank also received shares of 7.4 per cent of
the Finnish credit information company Asiakastieto Group Plc, which corresponded to a value of SEK 502m. The recognised capital gain was SEK 677m. Also, in connection with the

divestment shares in USE Intressenter AB were acquired for SEK Om.
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Investments in Group entities

Fixed assets 2018 2017 1/1/2017
Swedish credit institutions 24208 24208 20208
Foreign credit institutions 29276 29196 29109
Other entities 8651 8612 7297
Total 62135 62 016 56 614
Opening balance 62 016 56614
Additions during the year 128 5415
Impairments during the year -9 -13
Disposals during the year 0
Closing balance 62135 62016

Corporate identity Carrying Share of
Corporate identity, domicile number Number amount Cost capital, %
Swedish credit institutions
Swedbank Hypotek AB, Stockholm 556003-3283 23 000 000 24073 24073 100
Olands Bank AB, Borgholm 516401-0034 780 000 135 135 60
Total 24208 24208
Foreign credit institutions
Swedbank AS, Tallinn 10060 701 85 000 000 18404 18404 100
Swedbank AS, Riga 40003074764 575000 000 4228 4227 100
Swedbank AB, Vilnius 112029651 164 008 000 6570 6570 100
Swedbank First Securities LLC, New York 20-416-7414 100 48 89 100
Swedbank (Luxembourg) S.A., Luxemburg 302018-5066 300 000 15 143 100
Swedbank Management Company S.A., Luxemburg B149317 250000 11 27 100
Total 29276 29 460
Other entities
ATM Holding AB, Stockholm 556886-6692 350 40 47 70
Ektornet AB, Stockholm 556552-3585 5000000 157 1969 100
FR &R Invest AB, Stockholm 556788-7152 10000 000 34 61 100
Payex Holding AB, Stockholm 556815-9718 500000 1294 1294 100
Sparframjandet AB, Stockholm 556714-2798 45000 5 5 100
Sparia Group Fdrsakring AB, Stockholm 556041-9995 70000 146 146 100
Swedbank Franchise AB, Stockholm 516406-0963 1000 280 281 100
Swedbank Férsdkring AB, Stockholm 556431-1016 150 000 3354 3354 100
Swedbank Robur AB, Stockholm 516401-829¢2 10000 000 3314 3314 100
Other 50105 26 107
Total 8651 10577
Total 62135 64 245

The share of the voting rights in each entity corresponds to the share of its equity. All entities are unlisted.

In 2018 Swedbank Mobile Solutuions was sold for SEK 0 m and Goldcup 17968 AB was aquired for SEK O m. Capital contribution was paid to Ektornet AB of SEK 7 m and to
Payex Holding AB of SEK 21 m. During 2017 Swedbank aquired subsidiary PayEx Holding AB for SEK 1 272 m and capital contribution was paid to Swedbank Hypotek AB of

SEK 4 000m.

Swedbank Annual and Sustainability Report 2018



171

NOTES, PARENT COMPANY

Derivatives
Nominal amount/
remaining contractual maturity Nominal amount Positive fair value Negative fair value
Note <1lyr 1-5yrs. >5yrs. 2018 2017 2018 2017 2018 2017

Derivatives in hedge
accounting
Fair value hedges, interest
rate swaps p25 29258 115139 6916 151313 130535 1043 950 714 498
Non-hedging derivatives 7313193 6217640 1095204 14626037 12157839 72 497 70816 86 259 78 089
Gross amount 7342451 6332779 1102120 14777350 12288374 73 540 71766 86 973 78 587
Offset amount P41 -3540856 -2830906 -508603 -6880 364 -3738336 -30265 -9613 -32910 -12884
Total 3801595 3501873 593517 7896986 8550038 43275 62 153 54063 65703
Non-hedging derivatives
Interest-rate-related
contracts

Options held 645 534 558 865 148 265 1352 664 714618 1942 1665 1823 1550

Forward contracts 4175 864 2184998 6 360 860 3482 668 645 376 579 360

Swaps 1366916 3056135 823117 5246168 5991 993 37733 41127 40823 43872
Currency-related contracts

Options held 49523 1947 51470 60077 258 315 242 337

Forward contracts 814 424 22611 736 837771 1097073 5924 7973 5850 10151

Swaps 176786 389 050 115306 681 142 717570 8239 10358 19938 14986
Equity-related contracts

Options held 71371 3775 7780 82927 68381 17 287 8659 16630 6515

Forward contracts 10718 10719 10448 447 190 236 96

Swaps 2057 259 2316 14030 22 124 138 198
Credit-related contracts

Swaps 982 30 25
Total 7313193 6217640 1095204 14626037 12157839 72 497 70816 86 259 78 089

Hedge accounting at fair value

Hedging instruments and hedge ineffectiveness Carrying amount
Change in fair value used
for measuring Ineffectiveness
hedge ineffectiveness recognised in
Nominal amount Assets Liabilities (for the period) Profit or loss
Interest rate risk

Interest rate swap, Debt securities in issue 117 337 756 578 -16 -15
Interest rate swap, Subordinated liabilities 33976 287 136 -65 -5
Total 151313 1043 714 -81 -20
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Hedged items

Carrying amount

Accumulated adjustment on the hedged item

Change in value used

for measuring

Liabilities Liabilities hedge ineffectiveness (for the period)
Debt securities in issue 118202 189 1
Subordinated liabilities 34244 59 60
Total 152 446 248 61
!Vlaturity profile and average price, hedging
instruments
Remaining contractual maturity
<lyr 1-5yrs. >5yrs.
Fair value hedges
Nominal amount 29258 115139 6916
Average fixed interest rate, % 1.98 0.83 1.00
Intangible fixed assets
2018 2017
Customer Customer
Goodwill base Other Total Goodwill base Other Total
Cost, opening balance 3439 130 1198 4767 3439 130 1091 4660
Additions through separate acquisitions 73 73 143 143
Sales and disposals -10 -10 -36 -36
Cost, closing balance 3429 130 1271 4830 3439 130 1198 4767
Amortisation, opening balance -3424 -73 -615 -4112 -3367 -64 -570 -4 001
Amortisation for the year -14 -78 -92 -57 -9 -66 -132
Sales and disposals 10 -5 5 21 21
Amortisation, closing balance -3428 -73 -698 -4199 -3424 -73 -615 -4112
Impairments, opening balance -57 -223 -280 -223 -223
Impairments for the year -57 -23 -80
Sales and disposals 23 23
Impairments, closing balance -57 -223 -280 -57 -223 -280
Carrying amount 1 350 351 15 360 375

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.
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Leasing equipment
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Fixed assets 2018 2017
Cost, opening balance 24730 22717
Additions 12104 8341
Sales and disposals -10585 -6328
Cost, closing balance 26 249 24730
Depreciation, opening balance -9233 -8676
Depreciation for the year -4430 -4113
Sales and disposals 3700 3556
Depreciation, closing balance -10023 -9233
Impairments, opening balance -31 -25
Changed principles under IFRS9 -10
Impairments for the year -23 -12
Sales and disposals 8 6
Impairments, closing balance -56 -31
Carrying amount 16170 15 466
2018 <lyr 1-5yrs >5yrs Total
Future minimum lease payment 4683 9008 3269 16960
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 asstes primarily consist of vehicles and machinery. The lease payments do not contain any variable fee.
Tangible assets
2018 2017
Fixed assets Fixed assets
Equipment Equipment
Cost, opening balance 2311 2135
Additions 233 301
Sales and disposals -102 -125
Cost, closing balance 2442 2311
Depreciation, opening balance -1719 -1612
Depreciation for the year -232 -208
Sales and disposals 85 101
Depreciation, closing balance -1866 -1719
Carrying amount 576 592

The useful life of equipment is deemed to be between three and ten years; its residual
value is zero as in previous years. The depreciable amount is recognised linearly in prof-
it or loss over the useful life. No indications of impairment were found on the closing
day. Individual structural components of owner-occupied properties are depreciated

over their useful life. The residual value is deemed to be zero. The depreciable amount is
recognised linearly in profit or loss over the useful life. Land has an indefinite useful life

and is not depreciated.
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Other assets Debt securities in issue
2018 2017  1/1/2017 2018 2017 1/1/2017
Security settlement claims 8192 9785 4442 Valuation category, amortised cost
Group contributions 14319 12 267 9457 Commercial papers 131439 149976 102 186
Other financial assets 3101 2344 1685 Other interest-bearing bonds 161 448 157872 165 206
Other non-financial assets 54 54 115 Total 292 887 307848 267 392
Total 25666 24 450 15699 Valuation category, fair value through
profit or loss
Trading
Other 10735 14836 14977
Prepaid expenses and accrued income Total 10735 14836 14977
Total 303622 322684 282369

Turnover of debt securities in issue is reported in note P2 Liquidity risks, page 157.

Other liabilities

2018 2017  1/1/2017

Security settlement liabilities 5790 5242 4735
Short position in shares 358 234 96
of which own issued shares 257 199 33
Short position in interest-bearing securities 38255 14224 11519
Other 19589 14284 6964
Total 63992 33984 23314

Accrued expenses and prepaid income

2018 2017 1/1/2017
Prepaid expenses 1285 1009 1050
Unbilled receivable 304 316 321
Accrued interest income 1074 1486
Total 1589 2399 2857

Amounts owed to credit institutions

2018 2017 1/1/2017
Valuation category, amortised cost
Swedish central bank 7
Swedish banks 21021 20532 23868
Swedish credit institutions 26 104 26223 58051
Foreign central banks 13884 23199 22078
Foreign banks 21618 24640 24641
Foreign credit institutions 318 512 625
Total 82 952 95106 129263
Valuation category, fair value through profit
or loss
Trading
Foreign banks, repurchase agreements 266 13
Total 266 13
Total 83218 95106 129276

Deposits and borrowings from the public

2018 2017 1/1/2017
Accrued expenses 1791 1500 1697
Contract liabilities 2 10 16
Accrued interest expenses 1447 1817
Total 1793 2957 3530
Provisions

2018 2017 1/1/2017

Provisions for financial guarantees and other
commitments 402 100 98
Restructuring provision 300 44
Other 25 22 30
Total 427 422 172

2018 2017 1/1/2017
Valuation category, amortised cost
Deposits from Swedish public 689927 644517 596 589
Deposits from foreign public 9688 18099 10223
Total 699615 662616 606 812
Valuation category, fair value through profit
or loss
Trading
Deposits from Swedish public, repurchase
agreements 641 8707 10892
Total 641 8707 10892
Total 700256 671323 617 704
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Subordinated liabilities

2018 2017 1/1/2017

Valuation category, amortised cost
Subordinated loans 23015 14422 12925
Undated subordinated loans 11169 11086 14329
of which Tier 1 capital contribution 11169 11086 14329
Total 34184 25508 27 254

Swedbank has a total of USD 1 250m Additional Tier 1 capital (AT1) outstanding, which is perpetual. A total of USD 750 was issued on February 12 2015 with a call option on 7
March 2020. A total of USD 500m was issued on December 9 2016 with a call option on 17 March 2022. The liabilities will be converted to ordinary shares in Swedbank AB if the
core tier one ratio of Swedbank AB or the consolidated situation falls below 8,0 per cent or 5,125 per cent respectively. The liabilities will be converted to current share price, but
not lower than USD 15,70 translated to SEK with prevailing exchange rate.

Specification of subordinated liabilities
Fixed-term subordinated loans

Right to

prepayment for Carrying amount,
Maturity Swedbank AB Currency Nominal amount SEKm  Coupon interest, %
1989/2019 2019 SEK 110 120 11.00
2014/2024 2019 EUR 750 7 866 2.38
2017/2027 2022 EUR 650 6692 1.00
2018/2033 2023 JPY 8000 653 0.75
2018/2028 2023 SEK 1200 1219 1,59
2018/2028 2023 JPY 11000 896 0.95
2018/2028 2028 EUR 500 5157 1,50
2018/2033 2028 JPY 5000 412 0.90
Total 23015

Undated subordinated loans approved by the Swedish Financial Supervisory
Authority as Tier 1 capital contribution

Right to
prepayment for Carrying amount,
Maturity Swedbank AB Currency Nominal amount SEKm Coupon interest, %
2015/undated 2020 usb 750 6732 5.50
2016/undated 2022 usb 500 4437 6.00
Total 11169

Certain subordinated loans are used as insurance instruments to hedge the net investment in foreign operations. In the parent company the currency component of these
liabilities is recognised at cost, whereas in the Group it is recognised at the closing day rate.
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Untaxed reserves

Accumulated

accelerated Tax allocation

depreciation reserve Total
Opening balance 2017 4756 5451 10206
Allocation/Reversal 368 368
Closing balance 2017 5124 5451 10575
Opening balance 2018 5124 5451 10575
Allocation/Reversal 72 72
Closing balance 2018 5196 5451 10647

Assets that

Tax value in are not in-

accord-  cluded in the

ance with  calculation of

depreciation  depreciation

asrecorded in as recorded in
the books the books Total
Intangible fixed assets 101 250 351
Leasing equipment 16170 16170
Tangible assets 545 31 576
Other assets 98 25568 25666
Accumulated accelerated depreciation -5196 -5196
Net value 11718 25849 37567

Other assets included in the basis for depreciation in accordance with depreciation as
recorded in the books are software licenses with a maturity of less than 36 months.
Assets that are non-depreciable such as art and preliminary registered fixed assets,
merger goodwill and other assets that are not considered to constitute fixed assets
according to depreciation as recorded in the books, are excluded from the calculation,
a total of mSEK 281.

Tax allocation reserve 2018 2017 1/1/2017
Allocation 2011 1862
Allocation 2012 3538 3538

Allocation 2013 51 51 51

Allocation 2017 1862 1862
Allocation 2018 3538
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. For any open net positions, bid and ask rates are applied as applicable
i.e. bid rates for long positions and ask rates for short positions. Where the fair value is
derived from a modelling technique, the valuation is performed using mid prices. When
relevant, 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
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Equity

2018 2017 1/1/2017
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 46974 43099 41277
Total 60180 56 305 54483
Total equity 91 052 87177 85 355

Changes in equity for the period and the distribution according to IFRS are indicated in
the statement of changes in equity.

value is determined with the help of established valuation methods and models. In
these cases assumptions that cannot be directly attributed to a market may be ap-
plied. These assumptions are based on experience and knowledge of the valuation of
financial markets. The goal, however, is to always maximise the use of data from an
active market. All valuation methods and models and internal assumptions 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.

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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2018 2017 1/1/2017
Carrying Carrying Carrying
Fair value amount  Difference Fair value amount  Difference Fair value amount  Difference
Assets
Financial assets
Cash and balances with central banks 80903 80903 136061 136061 64193 64193
Treasury bills etc. 96125 96 006 119 82776 82779 -3 102623 102618
of which measured at amortised cost 80010 79891 119 65 000 65003 -3 85010 85005
of which measured at fair value through profit or loss 16115 16115 17776 17776 17613 17613
Loans to credit institutions 523699 523699 449733 449733 409763 409763
of which measured at amortised cost 519151 519151 446 501 446 501 408911 408911
of which measured at fair value through profit or loss 4548 4548 3232 3232 852 852
Loans to the public 428966 428966 398 666 398 666 430406 430406
of which measured at amortised cost 389 086 389 086 373528 373528 381021 381021
of which measured at fair value through profit or loss 39880 39880 25138 25138 49385 49 385
Bonds and interest-bearing securities 56 408 56 407 58543 58543 73247 73247
of which measured at amortised cost 2174 2174 3277 3277 69623 69623
of which measured at fair value through profit or loss 54234 54233 55266 55266 3624 3624
Shares and participating interest 4629 4629 19569 19569 23654 23654
of which measured at fair value through profit or loss 4629 4629 19569 19569 23654 23654
Derivatives 43275 43275 62153 62153 96 243 96 243
Other financial assets 25612 25612 25470 25470 17 154 17154
Total 1259617 1259497 119 1232971 1232974 -3 1217283 1217278 5
2018 2017 1/1/2017
Carrying Carrying Carrying
Fair value amount  Difference Fair value amount  Difference Fair value amount  Difference
Liabilities
Financial liabilities
Amounts owed to credit institutions 83218 83218 95106 95106 129276 129276
of which measured at amortised cost 82952 82952 95107 95107 129 264 129 264
of which measured at fair value through profit or loss 266 266 13 13
Deposits and borrowings from the public 700 256 700 256 671323 671323 617 704 617 704
of which measured at amortised cost 699618 699618 662616 662 616 606812 606812
of which measured at fair value through profit or loss 638 638 8707 8707 10892 10892
Debt securities in issue 306 969 303622 3347 324662 322 684 1978 283452 282369 1084
of which measured at amortised cost 296 234 292 887 3347 309 826 307 848 1978 268475 267 391 1084
of which measured at fair value through profit or loss 10735 10735 14836 14836 14977 14977
Subordinated liabilities 34366 34184 182 25525 25508 17 27 254 27 254
of which measured at amortised cost 34 366 34184 182 25525 25508 17 27 254 27 254
Derivatives 54063 54063 65704 65704 114620 114620
Short positions securities 38333 38333 14 459 14 459 11614 11614
of which measured at fair value through profit or loss 38333 38333 14 459 14459 11614 11614
Other financial liabilities 25379 25379 20972 20972 13517 13517
Total 1242584 1239055 3529 1217751 1215756 1995 1197438 1196354 1084

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
derivatives and all instruments with optionality are valued using option pricing models
calibrated 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 contains other financial instruments where internal assumptions have a
significant effect on the calculation of fair value. Level 3 primarily contains unlisted
equity instruments and illiquid options. The unlisted equity instruments include strate-

gic investments. During 2018 Swedbank received more convertible preference shares
in VISA Inc as dividend from its associate VISA Sweden. VISA Inc. shares are subject to
selling restrictions for a period of up to 10 years and under certain conditions may have
to be returned. The carrying amount was SEK 800m at end of 2018. Because liquid
quotes are not available for the instrument, its fair value is established with significant
elements of own internal assumptions and reported in level 3 as equity instruments.
The illiquid options hedge changes in the market values of combined debt instruments,
so-called structured products. Structured products consist of a corresponding option
element and a host contract, which in principle is an ordinary interest-bearing bond.
When the Group evaluates the level on which the financial instruments are reported,
the entire instrument is assessed on an individual basis. Since the bond portion of
structured products represents the majority of the financial instrument’s fair value, the
internal assumptions used to value the illiquid option element normally do not have a
significant effect on the valuation and the financial instrument is typically reported in
level 2. However, the Group typically hedges the market risks that arise in structured
products by holding individual options. The internal assumptions in the individual
options are of greater significance to the individual instrument and these are reported
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as derivatives in level 3. Based on thehistorical volatility of the underlying prices of
options in level 3, it is unlikely that future price movements will affect the fair value by
more than +/- SEK 0.3m.

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 valuationmodel,
so called day 1 profit or loss, the valuation model is calibrated against the transaction-

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. During the years ended 2018 and 2017, there were no transfers
of financial instruments between valuation levels 1 and 2. Financial instruments are
transferred to or from level 3 depending on whether the internal assumptions have
changed in significance for the valuation.

The following table shows financial instruments measured at fair value as per 31
December distributed by valuation level.

2018 2017
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 9922 6193 16115 13015 4761 17776
Loans to credit institutions 4548 4548 3232 3232
Loans to the public 39880 39880 25138 25138
Bonds and interest-bearing securities 20504 33729 54233 29301 25965 55266
Shares and participating interest 3462 1167 4629 19204 366 19569
Derivatives 456 42817 2 43275 148 61979 26 62153
Total 34343 127167 1169 162680 61668 121075 392 183134
Liabilities
Amounts owed to credit institutions 266 266 -1 -1
Deposits and borrowings from the public 638 638 8707 8707
Debt securities in issue, etc 10735 10735 14836 14836
Derivatives 397 53666 54063 193 65511 65704
Short positions securities 38333 38333 14459 14459
Total 38730 65 305 104 035 14652 89 053 103 705
Changes in level 3 2018
Assets
Equity
instruments Derivatives Total
Opening balance 366 26 392
Acquisitions 57 57
Received VISA Inc C-aktier 692 692
Maturities -15 -15
Transferred from Level 1 to Level 3 2 2
Transferred from Level 3 to Level 2 -13 -13
Gains or loss 52 2 54
of which are changes in unrealised gains or losses for items held at closing day 54 54
Closing balance 1167 2 1169
Changes in level 3 2017
Assets
Equity
instruments Derivatives Total
Opening balance 152 65 217
Acquisitions 194 194
Sales of assets -6 -6
Maturities -37 -37
Transferred from Level 3 to Level 2 -14 -14
Gains or loss 26 12 38
of which are changes in unrealised gains or losses for items held at closing day 3 3
Closing balance 366 26 392
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The following tables distribute fair values by the three valuation levels for financial instruments at amortised cost.
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2018
Fair value

Carrying

amount Level 1 Level 2 Total
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc 79891 79891 79891
Loans to credit institutions 519151 519151 519151
Loans to the public 389 086 389 086 389 086
Bonds and other interest-bearing securities 2174 2174 2174
Total 990 302 79891 910411 990302
Liabilities
Amounts owed to credit institutions 82952 82952 82952
Deposits and borrowing from the public 699618 699618 699618
Debts securities in issue 292887 296 234 296 234
Subordinated liabilities 34184 34366 34366
Total 1109641 1113170 1113170

2017
Fair value

Carrying

amount Level 1 Level 2 Total
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc 65003 65000 65000
Loans to credit institutions 446 500 446 500 446 500
Loans to the public 373528 373528 373528
Bonds and other interest-bearing securities 3277 3277 3277
Total 888 308 65 000 823305 888305
Liabilities
Amounts owed to credit institutions 95106 95106 95106
Deposits and borrowing from the public 662 615 662 615 662 615
Debts securities in issue 307 848 309 826 309 826
Subordinated liabilities 25508 25525 25525
Total 1091077 1093072 1093072
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Financial assets and liabilities which have been offset or are
subject to netting or similar agreements
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 (includ-
ing reverse) and securities loans.

2018 2017
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 netting 1764 1764 1945 1945
Financial assets, which have been offset or are subject
to netting 41511 44259 137 85907 60209 28248 40 88 497
Net amount presented in the balance sheet 43275 44 259 137 87671 62154 28 248 40 90 442
Financial assets, which have been offset, are subject to
netting or similar agreements
Gross amount 71776 98052 137 169 965 69822 37 656 40 107518
Offset amount -30265 -53793 -84 058 -9613 -9408 -19021
Net amount presented in the balance sheet 41 511 44 259 137 85 907 60 209 28248 40 88 497
Related amount not offset in the balance sheet
Financial instruments, netting agreements 20430 644 21074 31352 7797 39149
Financial instruments, collateral 135 34942 137 35214 482 20354 40 20876
Cash, collateral 1529 1529 9028 9028
Total amount not offset in the balance sheet 22 094 35 586 137 57817 40 862 28151 40 69053
Net amount 19417 8673 28090 19347 97 19 444
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 1872 1872 1724 1724
Financial liabilities, which have been offset or are subject
to netting 52191 907 22 53120 63979 8707 74 72760
Net amount presented in the balance sheet 54063 907 22 54992 65703 8707 74 74 484
Financial liabilities, which have been offset, are subject to
netting or similar agreements
Gross amount 85101 54700 22 139823 76863 18115 74 95052
Offset amount -32910 -53793 -86 703 -12884 -9408 -22292
Net amount presented in the balance sheet 52191 907 22 53120 63979 8707 74 72760
Related amount not offset in the balance sheet
Financial instruments, netting agreements 20430 644 21074 31352 7797 39149
Financial instruments, collateral 2309 263 22 2594 2912 905 74 3891
Cash, collateral 4890 4890 9340 9340
Total amount not offset in the balance sheet 27 629 907 22 28558 43 604 8702 74 52380
Net amount 24 562 24 562 20375 5 20 380
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Specification of adjustments for
non-cash items in operating activities

2018 2017
Amortised origination fees -532 -542
Unrealised changes in value/currency changes 1681 222
Depreciation of tangible and intangible fixed assets 4814 4452
Impairment of fixed assets 34 105
Credit impairment 743 1308
Dividend Group entities -19522 -13356
Prepaid expenses and accrued income -420 457
Accrued expenses and prepaid income 501 -573
Share based payments to employees 221 214
Capital gains/losses on financial assets -705 -22
Other -3 -10
Total -13188 -7745

Dividend paid and proposed disposition
of earnings

2018 2017
Ordinary shares SEK per share Total SEK per share Total
Dividend paid 13.00 14517 13,20 14695
Proposed dividend 14.20 15885 13,00 14515

The Board of Directors recommends that shareholders receive a dividend of SEK 14.20
per ordinary share (13.00) in 2019 for the financial year 2018, corresponding to
SEK 15 885m (14 515).

In accordance with the balance sheet of Swedbank AB, SEK 60 180m is at the disposal
of the Annual General Meeting:
The Board of Directors recommends that the earnings be disposed as follows (SEKm):

2018 2017
A cash dividend of SEK 14,20 per ordinary share 15885 14515
To be carried forward to next year 44 295 41790
Total disposed 60180 56 305

The proposed total amounts to be distributed and carried forward to next year have
been calculated on all 1 116 674 361 outstanding ordinary shares at 31 December of
2018, plus 1 987 610 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 28 March 2019 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 re-
cord day. Unrealised changes in the value of assets and liabilities at fair value have had
a negative effect on equity of SEK 955m. The proposed record day for the dividend is 1
April 2019. The last day for trading in Swedbank’s shares with the right to the dividend
is 28 March 2018. If the Annual General Meeting accepts the Board’s proposal, the divi-
dend is expected to be paid by Euroclear on 4 April 2019. At year-end, the consolidated
situation’s total capital requirement according to pillar 1 and buffer requirements by
SEK 40 596m. The surplus in Swedbank AB was SEK 76 595m.

The business conducted in the parent company and the Group involves no risks be-
yond what occur and can be assumed will occur in the industry or the risks associated
with conducting business activities. The Board of Directors has considered the parent
co pany's and the Group'’s consolidation needs through a comprehensive 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 no assessment other than that the par-
ent company and the Group can continue their business and that the parent company
and the Group can be expected to meet their liabilities 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 rea-
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sonable in proportion to the scope of the parent company’s and the Group’s business
and the risks associated with conducting the business. The assessment of the Board
of Directors is that the proposed dividend is justifiable given the demands that are im-
posed 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.

Assets pledged, contingent liabilities
and commitments

Assets pledged

Assets pledged for own liabilities 2018 2017 1/1/2017
Government securities and bonds pledged

with the Riksbank 9776 8047 8121
Government securities and bonds pledged

with foreign central banks 6691 6229 6434
Government securities and bonds pledged

for liabilities to credit institutions, repur-

chase agreements 6920 3856 3062
Government securities and bonds pledged

for deposits from the public, repurchase

agreements 13506 7 260 5687
Cash 4470 4484 10320
Total 41 363 29876 33624

The carrying amount of liabilities for which assets are pledged amounted to SEK 38
753m (25 655)in 2018.

Other assets pledged 2018 2017 1/1/2017

Equity instruments 186 16 10

Government securities and bonds pledged

for other commitments 1858 2857 3776
Cash 423 482 455
Total 2467 3 355 4241

Collateral is pledged in the form of governement securities or bonds to central banks in
order to execute transactions with the central banks. In so-called genuine repurchase
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
cannot 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 2018 2017 1/1/2017
Loan guarantees 454939 522334 554184
Other guarantees 33538 31061 30910
Accepted and endorsed notes 1988 439 159
Letters of credit granted but not utilised 2417 2697 2897
Other contingent liabilities 6 17
Total 492 882 556 537 588167
Commitments

Nominal amount 2018 2017 1/1/2017
Loans granted but not paid 174118 163305 161 040
Overdraft facilities granted but not

utilised 63574 67385 71094
Total 237 692 230690 232134
Credit impairment provisions for contin-

gent liabilities and commitments 402 100 98

The nominal amount of interest, equity and currency related contracts are shown in
note P24 Derivatives.
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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

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
commitments in financial assets that had been removed from the balance sheet.

Transferred assets Associated liabilities

Of which Of which Of which Of which
Carrying repurchase securities Carrying repurchase securites
2018 amount agreements lending amount agreements lending
Valuation category , fair value through profit or loss
Trading
Equity instruments 186 186 67 67
Debt securities 20426 20426 20451 20451
Total 20612 20426 186 20518 20451 67
Transferred assets Associated liabilities
Of which Of which Of which Of which
Carrying repurchase securities Carrying repurchase securites
2017 amount agreements lending amount agreements lending
Valuation category, fair value through profit or loss
Trading
Equity instruments 1398 1398 36 36
Debt securities 11138 11138 11143 11143
Total 12 536 11138 1398 11179 11143 36

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:

Income

Income

2018 Expenses subleasing Total 2017 Expenses subleasing Total
2018 737 31 706 2018 768 34 734
2020 628 27 601 2019 696 32 664
2021 509 21 488 2020 606 28 578
2022 472 21 451 2021 477 21 456
2023 430 21 409 2022 422 21 401
2024 372 21 351 2023 410 21 389
2025 346 21 325 2024 372 21 351
2026 314 21 293 2025 350 21 329
2027 301 21 280 2026 321 21 300
2028 or later 1658 242 1416 2027 or later 2034 248 1786
Total 5767 447 5320 Total 6457 467 5990
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Subsidiaries Associates Other related parties
2018 2017 2018 2017 2018 2017
Assets
Loans to credit institutions 488339 419866 14588 11483
Loans to the public 638 451
Bonds and other interest-bearing securities 4963 2244
Derivatives 3894 6740
Other assets 14356 12296
Prepaid expenses and accrued income 186 137
Total assets 512376 441734 14 588 11483
Liabilities
Amount owed to credit institutions 26307 27 357 3080 2931
Deposits and borrowing from the public 8 446 8012 248 476
Derivatives 22919 19646
Other liabilities 158 94
Accrued expenses and prepaid income 12 1 1
Total liabilities 57 830 55121 3081 2932 248 476
Contingent liabilities
Guarantees 453917 517 644
Derivatives, nominal amount 971435 887 495 867 2221
Income and expenses
Interest income -1835 -1332 270 70
Interest expenses 1756 2330
Dividends received 4161 2786 355 1544
Commission income 1641 1698 6 6
Commission expenses 26 2 11 12
Other income 210 255 6 11
Other general administrative expenses 14 8 591 674

Events after 31 December 2018

See Group note G57.
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Effects of changes in accounting policies, IFRS 9 and presentation of accrued interest

Reconciliation of the balance sheet from IAS 39 to IFRS 9

The following table provides the impacts from the changed presentation of accrued interest and the adoption of IFRS 9 on the balance sheet. The impact from the adoption of IFRS
9 consists of the remeasurement due to reclassifications between valuation categories and the remeasurements related to impairment and expected credit losses.

31 December

31 December
2017 adjusted for
changed
presentation of
accrued interest

Remeasurement
- expected credit
losses 1 January 2018

Changed
presentation of
2017  accrued interest

Assets

Cash and balances with central banks 136061 136061 136061
Loans to credit institutions 449733 301 450034 -27 450007
Loans to the public 398 666 422 399 088 -1233 397 854
Interest-bearing securities 141 322 352 141674 141674
Shares and participating interests 83672 83672 83672
Derivatives 62153 62153 62153
Other assets 44784 -1075 43709 -3 43706
Total assets 1316391 1316 391 -1263 1315128
Liabilities and equity

Amounts owed to credit institutions 95106 188 95294 95294
Deposits and borrowings from the public 671323 91 671414 671414
Debt securities in issue 322 684 812 323496 323496
Derivatives 65704 65 704 65 704
Other liabilities and provisions 38314 -1447 36867 143 37010
Subordinated liabilities 25508 356 25864 25864
Untaxed reserves 10575 10575 10575
Equity 87177 87177 -1406 85771
Total liabilities and equity 1316391 1316391 -1263 1315128

Reclassification of financial assets at transition to IFRS 9

Below are explanations of the changes in the valuation categories of financial assets
in accordance with IAS 39 on 31 December 2017 to the new valuation categories in
accordance with IFRS S on 1 January 2018. The parent company’s classifications of
financial liabilities under IFRS 9 are unchanged compared to IAS 39.

Loans to the public

The parent company initiates hire purchase agreements within loans to the public,
which are loans to acquire an asset paid by installments, for customers of the Savings
banks, which are subsequently sold to the respective Savings banks. This portfolio of
SEK 198 mis part of a “sell” business model and is therefore mandatorily classified as
fair value through profit or loss under IFRS 9. The portfolio was classified as loans and
receivables under IAS 39,

Treasury bills and other bills eligible for refinancing with central banks,

Bonds and other interest-bearing securities

The parent company'’s liquidity portfolios are mandatorily classified at fair value
through profit or loss under IFRS 9. The financial assets are part of an “other” business
model as they are managed and their performance is evaluated on a fair value basis.
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Shares and participating interests

Equity instruments of SEK 9m classified as available for sale under IAS 39 are manda-
torily classified as fair value through profit or loss under IFRS 9, as the parent company
did not elect the fair value through other comprehensive income option.

Reclassification from IAS 39 valuation categories, with no change

in measurement

Financial assets that were classified as held to maturity and loans and receivables on
31 December 2017, except for hire purchase agreements as previously described, were
measured at amortised cost under IAS 39. These financial assets are also classified as
amortised cost under IFRS 9, due to that the business model is “hold to collect” and the
cash flow characteristics assessments were met.
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The following table reconciles the closing credit impairment provisions under IAS 39 and provisions for loan commitments and financial guarantee contracts in accordance with
IAS 37 Provisions, Contingent Liabilities and Contingent Assets to the opening credit impairment provisions under IFRS 9.

31 December 2017,

IAS 39 and IAS 37 Remeasurement 1 January 2018, IFRS 9
Portfolio Individual Total Total Stage 1 Stage 2 Stage 3
Loans to credit institutions 27 27 14 13
Loans to the public 569 2076 2 645 1235 3880 305 1594 1981
Leasing equipment 31 31 10 41 8 13 20
Other financial liabilities and Provisions 100 100 539 639 115 258 266
Total 569 2207 2776 1811 4587 442 1878 2267

As a result of the transition to credit impairments according to IFRS 9, the gross carrying amount has also been re-measured by SEK 11m.

Impact of adopting IFRS 9 to equity
The impacts of transition to IFRS 9 on equity reserves and retained earnings are presented in the
table below.

Impact from
transition to
IFRS 9

Retained earnings
Closing balance under IAS 39 (31 December 2017) 87177
Reclassifications under IFRS 9 -2
Income taxes, reclassifications under IFRS 9 0
Remeasurements under IFRS 9 -1800
Income taxes, remeasurements under IFRS 9 396
Opening balance under IFRS 9 (1 January 2018) 85771
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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 periods.

Measure and definition

Purpose

Net stable funding ratio (NSFR)

NSFR aims to have a sufficiently large proportion of stable funding in relation to long-term assets. The
measure is governed by the EU’s Capital Requirements Regulation (CRR); however no calculation methods
have yet been established. Consequently, the measure cannot be calculated based on current rules. NSFR
is presented in accordance with Swedbank’s interpretation of the Basel Committee’s recommendation
(BCBS295).

This measure is relevant for investors since it will be required
in the near future and as it is already followed as part of
internal governance.

Net interest margin before trading interest is deducted

Calculated as Net interest income before trading interest is deducted, in relation to average total assets.
The average is calculated using month-end figures 1), including the prior year end. The closest IFRS
measure is Net interest income and can be reconciled in Note G8.

The presentation of this measure is relevant for investors
as it considers all interest income and interest expense,
independent 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 Assess-
ment Process (ICAAP).

The allocated equity amounts per operating segment are reconciled to the Group Total equity, the near-
est IFRS measure, in Note G5.

The presentation of this measure is relevant for investors
since it 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 1), including the prior year end.

The allocated equity amounts per operating segment are reconciled to the Group Total equity, the near-
est IFRS measure, in Note G5.

The presentation of this measure is relevant for investors
since it used by Group management for internal governance
and operating segment performance management purposes.

Income statement measures excluding VISA and Hemnet income

Amounts related to Net gains and losses on financial items, Share of profit or loss of associates and other
income are presented excluding the income related to the UC (2018) and Hemnet (2017). The amounts are
reconciled to the relevant IFRS income statement lines on page 50.

The presentation of this measure is relevant for investors
as it provides comparability of figures between reporting
periods.

Return on equity excluding UC and Hemnetincome
Represents profit for the financial year allocated to shareholders excluding UC and Hemnet income in rela-
tion 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 UC (2018) and Hemnet (2017) income
are reconciled to Profit for the financial year allocated to shareholders, the nearest IFRS measure, on page
50.

The presentation of this measure is relevant for investors
as it provides comparability of figures between reporting
periods.

Cost/Income ratio excluding UC and Hemnetincome
Total expenses in relation to total income excluding UC and Hemnet income. Total income excluding one-off
UC(2018) and Hemnet (2017) income are reconciled to Total income, the nearest IFRS measure, on page 50.

The presentation of this measure is relevant for investors
as it provides comparability of figures between reporting
periods.

Other alternative performance measures
These measures are defined on page 223 and are calculated from the financial statements without
adjustment.

« Cost/Income ratio

« Credit impairment provision ratio Stage 3 loans
« Credit Impairment ratio

 Loan/Deposit ratio

« Equity per share

« Net interest margin

« Provision ratio for impaired loans (2017)

* Return on equity*!

« Return on total assets

« Share of impaired loans, gross (2017)

« Share of impaired loans, net (2017)

« Share of Stage 3 loans, gross

« Total credit impairment provision ratio

« Total provision ratio for impaired loans (2017)

1 The month-end figures used in the calculation of the average can be found on page 73 of the Fact book.

The presentation of these measures is relevant for investors
since they are used by Group management for internal gov-
ernance and operating segment performance management

purposes.
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Sustainability report

Swedbank is strongly committed to the sound and sustainable development of its customers,
employees and society as a whole. Economic, social, environmental and ethical sustainability
are integrated in the business. Sustainability results are presented as an integral part of
Swedbank’s annual report. The sustainability report conforms to the Global Reporting Initia-
tive’s (GRI) framework, Standards version, Core level, and has been reviewed by the auditing
firm Deloitte in accordance with the assurance report on page 214.

For Swedbank, sustainable business is distinguished by responsible deci- Reported information applies to the calendar year 2018 (previous report
sions, value creation and transparency. Swedbank has committed to follow ~ 2017), unless otherwise indicated, and spotlights the mostimportant
several international initiatives and has built an integrated sustainability aspects of Swedbank’s sustainability work.
framework for delegating responsibility and minimising risks. The UN The sustainability report comprises Swedbank and its subsidiaries (see
Global Compact’s ten principles and the UN Principles for Responsible Notes G1and P24). Theaimisto present areas where progress has made as
Investments (UNPRI) are among the key commitments that guide Swed- well as where more work has to be done.
bank’s work and are the basis of its position statements and routines. The notes show the results of the sustainability work from the stand-
The structure of the sustainability work is summarised below. The point of Swedbank’s core processes: pay, finance, save/invest and procure.
majority of Swedbank’s commitments, governing documents and reports Theresults are also presented based on the bank’s work on HR issues, the
areshown here, giving an overview of sustainability managementandhow  environment, taxes, anti-corruption, IT security, humanrightsand social
sustainability isimplemented and monitored at Swedbank. Swedbank’s engagement. Sustainability information is found on pages 14-19 and
view onresponsible banking is presented in the sustainability report. 188-208and on www.swedbank. com.

Commitments Governance
International commitments Policies Board of Directors Reporting
* UNGlobal Compact « Anti-corruption policy « Ultimately responsible for « Annual Reportincluding
* UNEnvironmental Programme ¢ Anti-money laundering and governance of Swedbank’s sustainability

for the Financial Sector countering terrorist financing sustainability work by adopting ~ * Responsible investments
* UNGuiding Principleson policy policies  Climatereport

Business and Human Rights « Credit palicy CEO « Climateimpact of funds
* UNPrinciples for Responsible * Environmental policy « Decidesonthe Group's position « Impactreport, green bonds

Investmgnts * Financial reporting and tax policy statements
¢ ICC'sBusiness Charter for » Gender equality and diversity , . .

Sustainable Development policy Swedb.anksBusmess Ethics
* Montreal Carbon Pledge « Humanrights palicy Committee o
* GloballnvestmentPerformance  + Qccupational health and safety * Consulted where sustainability

Standards . and business ethics are critical

i policy factorsin business decisions

* Science Based Targets « Responsibleinvestment policy ;
» TaskForceon Climate-Related « Sustainability policy Green Bond Committee

Financial Discl * Deci i

InancialUisclosures Position statements Decideson grgen assetsin

National commitments accordance with Swedbank

i o * Positionondefence equipment
* Swedish Association for « Positionon climate change
‘;ustanjalbcleliugness . « Exclusionlist SroupSavingsSustainability
* Financial Coalition against orum
Commercial Sexual Exploitation Code of Conduct « Consulted on sustainability

of Children Supplier Code of Conduct related issues involving savings

Green Bond Framework

Sector guidelines products
1SO 14001
 Certified environmental
management system

Sustainability strategy and goals

Swedbank Annual and Sustainability Report 2018




189

Materiality analysis

SUSTAINABILITY

Swedbank dialogues daily with its stakeholders: customers, owners/investors,
employees and society at large. Customer communication is through both digital and
physical channels. Internally, there is an ongoing dialogue between employees and
their managers. Swedbank also has continuous contact with authorities and other

relevant stakeholders in society.

Each year Swedbank conducts customer surveys, brand surveys and opin-
ion polls, and participatesinindustry forums that address current chal-
lenges and trends in society. Taken together, this provides guidance for
Swedbank’s work and a good sense of whether the bank is focused on the
right things. It also gives Swedbank an opportunity to continuously develop
andimprove. The feedback received from stakeholdersis very valuable - in
the bank’s strategic work and in business planning.

Materiality analysis

Thelatest materiality analysis was performedin 2017 toidentify which
topics Swedbank’s stakeholders consider the mostimportant to the bank’s
long-term survival - from an ethical, social, environmental and economi-
cally sustainable perspective. The analysis was conducted in Sweden,
Estonia, Latviaand Lithuania.

The work began with aninternal survey sent to around 40 key employ-
eesof the bankrepresenting different business areas and staff functionsin
every market and with a good understanding of Swedbank’s stakeholders.
Theresponses were then used to support the analysis. The number of key
topics was consolidated from 21 to 15 to focus on what Swedbank saw as
mostimportant to measure and is not captured in other customer surveys.

The materiality analysis was constructed on this basis. It consisted of a
survey with 30 questions covering everything from economic stability to
secure IT systems, climate change, social engagement and gender equality.
The questions were sent to over 1 000 private customers, 800 corporate

Key topics for Swedbank:
1) Financially stable bank
2) Availability

3) Preventcorruptionand money
laundering

4) Transparentreporting
5) Responsiblelending
6) SecurelT systems

7) Profitability and competitive return
forinvestors

8) Socialengagement

9) Genderequality and diversity
10) Responsible owner

11) Attractiveemployer

12) Soundcompensation culture

13) Sustainable products and services
14) Sustainable procurement

15) Preventclimate change -

Agree

and does not characterise

customers, 1 800 employees and 20 social partners (e.g. authorities and
stakeholder groups). Interviews were conducted as well with 10 owners/
investors. The stakeholders were asked how much they agree with specific
statements about Swedbank, such as “Swedbank is a financially stable
bank”,and how important they considered each question.

Results

The materiality analysis resultedin 15 key topics. The results showed great
similarities between stakeholders and markets when it comes to what was
valued most. All the topics were considered important to some degree, with
thelowest average response for asingle question of 8.1 (scale of 1 to 10).
That Swedbank s a financially stable bank and has secure and reliable IT
systems were considered the mostimportant by respondents regardless of
market. Other areas they valued highly were preventing corruption and
money laundering; transparent reporting of profits, taxes and fees; easily
available products and services; and responsible lending.

Being afinancially stable bankis not only considered important, but also
the area that Swedbank best lived up to, according to respondents. Taken
together, the survey shows that Swedbank has a big impact on the national
economy and on stakeholders’ opinions and decisions. Swedbank considers
the key topics tostill be relevant and illustrate the bank’simpact on society
andimportance to various stakeholder groups. Learn about how Swedbank
takes responsibility foritsimpact on society and importance to customers,
employees and other stakeholders on pages 14-19.

Important and very much
characterises Swedbank

Fairly importantand Important
Swedbank delivers e and Swedbank
delivers

375
Swedbank ® @®

(15114 ®

Fairlyimportant but does
not characterise Swedbank

Lessimportant

o

10
Importance
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Stakeholder engagement

Stakeholder groups

Swedbank’s stakeholders are divided into four main categories: Customers,
Employees, Ownersand 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 * Associations

* Municipalities and county councils ~ *Primary schools

* Regulatars * Secondary schools

* Pension managers « Colleges

¢ Asset managers e Universities

* Analysts « Suppliers

e Journalists « Subsidiaries

e Unions » Group companies
e Students » Competitors

« Foundations

« Not-for-profit organisations
« Stakeholder organisations

« Trade organisations

* Ratings agencies
 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 selec-
tion of the overarching stakeholder groups. Based on the Group’s frame-
work, market analysis, internal discussions and active, structured measures
tocreateand participate in various forums for dialogue and advocacy,
Swedbank has developed a process toidentify and select relevant stake-
holders within each group.

Approach to stakeholder engagement

Swedbank’s aimis to make decisions as close to the customer and local com-
munity as possible. This applies to business decisions as well as those
related to the bank’s other stakeholders.

Swedbank s strongly engaged in society and also communicates with
other groups andindividuals onissues that areimportant to the local com-
munity or society as a whole. Swedbank’s Communications, Public Affairs
and Sustainability units provide guidelines, support and coaching for stake-
holder engagement and dialogue. Swedbank’s home market stretches
across four countries, and the stakeholder dialogue has been adapted
therefore for local implementation.

Swedbank Annual and Sustainability Report 2018

Key topicsin 2018

Some of the mostimportant or notable topics that Swedbank dealt with
during the year in the media and in discussions with stakeholders are
described below.

Fraud

Fraud was arecurring media topicin 2018. There are a number of ways that
people are exploited online, by email, phone and ATM. Fraudsters often
claim to be calling from the bank, public authorities or other well-known
companies. Swedbank has informed the media, notified selected customers
by mail, and together with several major banks and the police authorities
published information on how to protect against fraud.

Know Your Customer (KYC)

During the year Swedbank contacted customers digitally and by mail with
guestionstoinformand ensure them that the bank is in compliance with
currentrules.

Swedbankjoined a Nordic initiative last autumn to explore acommon
“Know Your Customer”infrastructure. How banks manage customer datais
important to the fight against financial crime, money laundering and terror-
ist financing.

Housing market

The housing market remained animportant issue for several stakeholder
groups during the year. The Swedish market has aligned with Swedbank’s
forecast, with clear price differences between metropolitan areas and the
rest of the country and between condos and single-family homes. A large
supply of newly built condos, coupled with the new mortgage amortisation
requirements, continues to squeeze prices in metropolitan areas, while
condo prices in therest of the country are stabilising at the same time that
the single-family home market outside the metropolitan areas may see a
further gain.

Partnerships

During the year Swedbank continued to expand collaborations and partner-
shipsinordertoincreaseitsrange of services. Swedbank and State Street,
one of the world's leading financial service providers toinstitutional inves-
tors, entered a strategic partnership. Swedbank also continues to work
with selected fintech providers to develop new digital solutions for small
businesses and private customers that simplify, save time and provide
customersan even better experience.
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Material impacts and strategic policy documents

Strategic documents supporting

Key topic Material impact the key topics
Society & the world
Employees Customers around us Owners &investors
Attractive employer X X X Anti-corruption policy
— Code of Conduct

Availability X Conflict of interest policy
Credit polic

Financially stable bank X X X X Enviroﬁmegtalpolicy

Gender equality and diversity X N Gendere‘quallty a‘nddlversny policy
Human rights policy

Prevent corruption and money laundering X X X X Impactreport greenbonds
Information security strategy

Profitability and competitive return X X X X Occupational health and safety policy
Policy onresponsibleinvestments

Responsiblelending X X X Position statement on climate change

- Position statementondefence industry
Sound compensation culture X X Salary principles at Swedbank
Sodial Sector guidelines
ocialengagement X X X X Supplier Code of Conduct
: Sustainability policy

Responsible owner X X X Sustainability risk analysisinlending

Secure [T systems X

Sustainable procurement X

Sustainable products and services X X X

Transparentreporting X X X X

Precautionary principle

Swedbank follows the UN Global Compact’s 10 principles, which include
the precautionary principle. The bank has integrated sustainability risk
analysesinits central processes and takes, among others, the following
precautionary measures:

Indialogue with customers and suppliers, sector guidelines are
applied with information on specific risks, opportunities and recom-
mendations related to various industries’ sustainability problems.

Sustainability risks are assessed as part of the financial analysisin
connection withinvestments and lending.

The bank’s employees receive mandatory internal training on sustain-
able banking, ethics, the code of conduct, money laundering and
terrorist financing, and the environment.

Throughthe bank’sISO 14001-certified environmental management
system,an annual analysis and assessment is made of the Group’s
environmentalimpacts and compliance with laws and environmental
requirements fromauthorities and stakeholders.

In partnership with the Financial Coalition against Child Pornography,
Swedbank works actively to put an end to commercial child pornogra-
phy by preventing payments through the financial system.

Units throughout the Group can escalate sustainability issues related
tobusiness ethics, the environment and human rights to Swedbank’s
Business Ethics Committee for recommendation and guidance.

Swedbank Annual and Sustainability Report 2018
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Sustainability management

Swedbank’s vision and values guide its sustainability work. The governance model and opera-
tional structure are designed to support Swedbank’s purpose - a sound and sustainable finan-
cial situation for the many households and businesses - and steer sustainability work in the
bank. Sustainability management is largely integrated in the Group’s operational controls and
comprises the bank’s sustainability policies, strategy, Group goals, implementation, monitoring
and reporting. The goal is to maximise business and social benefits and minimise the negative

effects of Swedbank’s business and operations.

The sustainability strategy clearly sets out Swedbank’s aim to promote
social development and has incorporated the UN's global sustainable devel-
opment goals and the Paris Agreement. The strategy is based on Swed-
bank’s governing framework (policies, position statements and sector
guidelines)andisimplemented in close collaboration with the business unit
managers as specific unit goals and activities to ensure compliance with the
Group’s goals and business planning.

Governing framework

The Board of Directors s ultimately responsible for governance of sustain-
ability work and adopts the bank’s policies in the area (available on swed-
bank.com/sustainability). These policies apply to the Group and are
designedtoset a general standard for managing the business and ensuring
thatemployees comply with current laws and regulations.

The Group’s positions on the defence industry and climate change are
decided by the bank’s CEQ. These instructions contain more detailed regu-
lations than a policy. The CEO canissueinstructions forimplementing a pol-
icy.

Swedbank’s sector guidelines, which support the sustainability analysis,
are established by the Head of the CEO Office, whais also ultimately
responsible for them. The overarching goal of the sector guidelinesis to
promote sustainability in the bank’s relationships with corporate custom-
ers, portfolio companies and suppliers to the Swedbank Group.

Group Sustainability, whichis led by the Group Head of Sustainability,
consists of an expert group of five employees and is part of the CEO Office.
The Group Head reports directly and indirectly to the Group Executive Com-
mittee andis responsible for developing the bank’s sustainability, environ-
mental and human rights policies and guidelines as well as for the bank’s
strategy, monitoring and reporting in the area. However, responsibility for
implementation and performance rests with the entire company. A strate-
gicanalysis of credit risks is conducted annually by Group Risk with recom-
mendations to the business segments for their business planning. The
overarching aimis to consistently maintain the bank’s low risk profile. In
recent years climate-related risks and opportunities have taken on greater
urgency and are now being integrated in the bank’s strategy and opera-
tional plans.

Business Ethics Committee

To complement the rules on sustainability and business ethics, Swedbank
has a Business Ethics Committee to handle these issues. Questions regard-
ing the environment, human rights, social responsibility, business ethics and
corruption can be escalated to the committee from any part of the organisa-
tion. The committee’sroleis to provide guidance on business decisions asso-
ciated with sustainability risks and in this way reduce negative impacts.
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Board of Directors GEEE Policies
Swedbank sBusiness il . Position
Ethics Committee Statements

CEO Officeincl.
Sustainability

GreenBond _
Committee

-=-=-- Sector guidelines

Climate and environmental management

Swedbank’s climate and environmental work is guided by an environmental
management system with1SO 14001 certification. The purpose of the
systemistobetter organise and structure environmental work, reduce
impacts and encourage sustainable business. The bank prepares, intro-
duces, maintains and continuously improves the systemin accordance with
the requirements of the standard. The environmental management system
and environmental policy complement the Group’s sustainability policy and
provide specific guidelines for the bank’s environmental work.

The bank’s environmental policy and goals address the most significant
impacts, show the way forward and focus attention on measures that can
make the biggest difference for the environment. On this basis ambitious
efforts are made to responsibly manage resources and reduce climate
impactsin several of the bank’s core processes, including by reducing direct
emissions from business travel, energy consumption at our offices and
through procurement. As part of the environmental management system,
reporting is provided continuously for the annual “Management Review”
and forinternal and external audits of the system.

During the year Swedbank joined the Science Based Targets Initiative,
which uses scientific methods to identify and supportinnovative methods
to establish greenhouse gas reduction goals for companiesin line with the
Paris Agreement. Swedbank will contribute to the methodology that can
resultin scientific targets for the entire financialindustry. These targets
will guide and govern the bank’s sustainability work. During the year Swed-
bank also endorsed TCFD's recommendations, which affect the bank’s gov-
ernance, strategy, risk management, targets, metrics and reporting on the
climateand environment.
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Tracking and monitoring Swedbank’s key issues

¢ Results, returnon equity and capital adequacy ratios are tracked.

¢ Customer satisfactionis tracked through Swedbank’s annual customer
satisfactionsurvey.

e Targetstied to priority areas are tracked by all managers in the Group
Executive Committee.

¢ Amortisationlevels down to 50 per cent of a property’s value are
tracked.

¢ Financial education and social initiatives are tracked by measuring the
number of lectures in schools and the number of copies of Lyckoslanten
that aredistributed, among other variables.

¢ The number of sustainability risk assessmentsin the lending process is
measured and tracked continuously.

¢ Sustainability analyses of Swedish and internationally listed companies
and theirresults are reported and tracked continuously.

* (0, estimates are made for Swedbank Robur’s equity and mixed funds
and reported annually.

¢ Inconnection with purchases, Swedbank ensures that the supplier code
of conductis signed.

» Suppliersare continuously tracked to ensure compliance with Swed-

Awards during the year

Swedbank tops Nordic region’s largest sustainability study -
Swedbank was again named the most sustainable bank in the Sustaina-
ble Brand Index Business to Business, based on a survey of decision
makersin Sweden’s largest companies.

Sustainability Index 2018 - Swedbank in Latvia received anawardin
the platinum category.

Equal Pay Employer - Swedbankin Latviareceived anaward for the
country’s most equal pay, based on the results of Fonte’s annual
national survey.

Swedbank Robur named Fund Manager of the Yearin 2018 -
Swedbank Robur was named Fund manager of the Yearin 2018 by
Sweden’s largest fund marketplace, fondmarknaden.se, for high
returnsand integrating sustainability initsinvestments as well as for
launching new sustainability focused products.

bank’s supplier code of conduct and other commitments, including

through on-site visits.

Internal energy consumption, business travel, security transports,

resource consumption and waste management are continuously tracked.

Direct climateimpacts are measured, calculated and tracked.

Thelist of excluded companies is continuously tracked.

Private and business advisors are tracked continuously through score-

cards, where each manager can gauge employee performance against

common goals.

The annual employee survey measures employees’ engagement, their

likelihood of recommending the bank, leadership indexes etc.

* Eachbusiness area’s gender distribution and diversity are tracked

quarterly.

Internal training and mandatory e-learning on e.g. sustainable banking,

the code of conduct and money laundering guidelines are tracked by

eachmanager.

* Thenumber of loan applications escalated to Swedbank’s Business
Ethics Committeeis tracked. Minutes from the committee meetings
aredistributed to the CEO and the Group Executive Committee.

National Responsible Business Awards in Lithuania - Swedbank
was recognised as Lithuania’s most socially responsible company for
major effortsinfinancial education, promoting volunteerism and build-
ing an open and sustainable society in Lithuania.

Green Banking Awards - Swedbank was named the best green bank
in Sweden by Capital Finance International.

Climetrics Climate Impact Rating - Swedbank Robur was named the
world’s leading fund manager regarding climate smart fund manage-
mentin Climetrics’ climate rating based on data from CDP.

Responsible Business Awards - Swedbank received the highest
award, gold, from the Responsible Business Forumin Estonia.

Sustainability indexes

Swedbank’s resultsin external sustainability indexes and investor
surveysduring the year are shown below. The results provide a
measure of Swedbank’s sustainability performance based on the
priorities of various stakeholders.

Sustainability index/ranking 2018 2017 2016
AlIBright (ranking)* 32 47 71
CDP (score)? B B B
Dow Jones Sustainability Index (score)? 79 81 77
Fair Finance Guide (score %)* 64 61 55
FTSE4Good ESGrating (score)® 4.4 4,1 4.3
ISS Corporate Governance (score)® 1 - -
Sustainalytics (score)’ 80 - -

1) Swedbank's ranking among 329 companies in 2018.

2)Max scoreis A. Average for the finacial sectorin 2018is B-.

3)Maxscoreis 100. New calculation methodin 2018. Score for 2017 is restated according to the new method.
Swedbankis notincluded inthe DJSI World Index, butis included in the DJSI Europe.

4)Maxscoreis 100.

5)Swedbank has qualified for FTSE4Good Index. Max scoreis 5.

6)Risk level 1-10 (1 low risk, 10 highrisk). Refers torisk level for Environment, Social, Governance criteria.

7)ESGRating, Outperformer
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Swedbank’s digital services make it easy for customers to contact the bank and do
their banking whenever and however they want. Availability, regardless of channel, is
one of the mostimportant factors mentioned in customer surveys. Outside branches,
arange of services are available ondigital platforms such as the Mobile Bank, Internet
Bank and Facebook.

Availability

Availability is consistently high for every customer group, and several initiatives have
beentakentomakeit easier toobtainand understand the productsand services that
the bank offers. Thisincludes introductory videos for the Mobile Bank and Mobile
BankIDin eightlanguages besides Swedish, security informationin 12 languasges,
and options that allow the hearing impaired toreceive personal assistance by phone.
Several partnerships have been established with organisations representing the
disabled, including Funka.nu, to design the website to work as well as possible for as
many customers as possible. In addition, the security tokenis available with larger
buttonsand louder sound, and folders/product sheets are printed in Braille. To
increasedigital inclusionin older adults, digital workshops are held at several
branches and for pensioners’ netwaorks.

Payments and e-commerce

The paymentsindustry is rapidly changing, driven by new technology, new providers
and laws that further open up the market. During the year rules were introduced to
encourage electronic payments, make the EU’s inner market more accessible toindi-
viduals and businesses, increase competition, security and consumer protection, and
reduce fees. The General Data Protection Regulation (GDPR) and Payment Service
Directive (PSD2) took effect during the year.

Backin 2017 Swedbank set up atest environment for PSD2, where outside devel-
opers could test their services and ideas against a databank. New third-party collabo-
rations were launched during the yearin subscription services with Mina Tjansterin
Sweden, in factoring with Erply in the Baltic countries and with SpeedLedgerin
Sweden, creating added customer value.

Payment transactions and cards

Swedbank continues to develop digital services for payments and cards. The bank is
the largest payment processor in the Baltic countries and has the largest number of
bank giro transactionsin Sweden.

Interms of cards Swedbank is one of the largest payment processorsin the EU, the
tenth largestin number of purchases with cardsissued by the bank and the fifthlarg-
est paymentacquirer fromretailers. The number of card payments has continued to
increase, while cash withdrawals are falling. Contactless cards, which can be scanned
at checkout for payments of less than SEK 200, continued to be distributed during the
year. The same functionality applies to contactless payments by mobile phone using
SamsungPay and the Masterpass digital wallet. In this way customers can feel secure
shopping online by phone or tablet. Contactless cards are also a more economical way
todistribute bank cards, since they have alonger life than chip cards, which wear
outfaster.

Prepaid cards are another service available to municipalities, county councils,
authoritiesand state-owned enterprises. They are used to pay out financial assis-
tance and benefits to people withoutan ID number or bank account, and as a collective
debit card foremployees of schools, publichousing, social services etc. The service
enables municipalities toreplace cash handling with electronic payments. The card
canbeusedinallstoresand ATMs. Around 50 per cent of the country’s municipalities
alsouse the service, inaddition to agreements with state-owned enterprises, muni-
cipalauthorities and county councils.

Card acquiring

Swedbank s also growing in retail card acquiring in its home markets and in Norway,
Denmark and Finland. During the year nearly 3 billion card purchases were acquired
fromretailers. Through the acquisition of PayEx retailers have access toa complete
range of services for physical stores as well as e-commerce, including a checkout ser-
vice with all the usual payment and financing options.
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Collaborations/Partnerships

The number of mobile payments processed through Swish continues torise. Swishiis
acollaboration with other banks and processes payments between private individu-
alsand retailersin Sweden, including ecommerce businesses.

Swedbankis one of several Nordic banks that are exploring aharmonisation of the
local paymentinfrastructure and payment productsin the Nordic region, called P27.
Theaimistobetter support pan-Nordic payment traffic,increase competition and stim-
ulatetradeand growthintheregion. Thevisionis tocreate the world's first zone for
domesticandinternational paymentsin multiple currencies (SEK, DKK, NOK and EUR).

Throughastrategic collaboration between Swedbank and Intrumjustitia, custom-
ershaving oron their way to having financial difficulties can get help to prevent and
manage problems as quickly as possible.

Anotherindustry partnershipis the Financial Coalition against Child Pornography,
where the focusison putting an end to commercial child pornography by preventing
paymentsthroughthe financial system.

Sweden 2018 2017 2016
Cards (million) 4.3 4.2 4.2
Number of card purchases (million) 1320 1248 1173
Branches 186 218 248
Number of digitally active customers (million)* 3.0 29 -
Share of salesin digital channels, (%) 50 49 47
- whereof Daily Banking products? 29 29 24
- whereof Savings & Pension 82 81 76
-whereof Private Lending 11 6 7
-whereof Corporate 6 5 -
-whereof Insurance 10 10 -
Swish payments (million)? 192 130 -

1) Number of customers with at least 3 logins including shake balance inqueriesin adigital channel in the last month.
Including savings banks.

2)Referstocards and payments.

3) Swebank and the Savings banks.

Estonia 2018 2017 2016
Cards (million) 11 1.1 1.1
Number of card purchases (million) 211 192 -
Branches 33 34 35
Accessible branches 31 32 33
ATMs 391 392 419
Number of digitally active customers (million)* 0.5 0.5 -
Share of salesin digital channels, (%) 52 46 43
-where of Daily Banking products? 52 47 47
-where of Savings & Pension 63 52 50
-where of Private lending 68 60 54
-whereof Corporate 15 10 -
-whereof Insurance 54 47 -

1)Number of customers with at least 3 logins including shake balance inqueriesin adigital channelin the last month.
2)Referstocards and payments.
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Latvia 2018 2017 2016
Cards (million) 1.0 1.0 1.0
Number of card purchases (million) 165 142 -
Branches 33 36 41
Accessible branches 25 26 30
ATMs 367 389 396
Number of digitally active customers (million)* 0.6 0.5 -
Share of salesin digital channels, (%) 51 43 36
- whereof Daily Banking products? 47 40 37
-whereof Savings & Pension 46 42 40
-whereof Private lending 64 58 57
-whereof Corporate 6 3 -
-whereofInsurance 77 68 -

1) Number of customers with at least 3 logins including shake balance inqueries in a digital channelin the last month.
2)Refers to cards and payments.

Lithuania 2018 2017 2016
Cards (million) 1.7 1.7 17
Number of card purchases (million) 161 132 -
Branches 59 63 65
Accessible branches 59 59 62
ATMs 416 418 423
Number of digitally active customers (million)* 0.7 0.6 -
Share of salesin digital channels, (%) 65 51 39
-whereof Daily Banking products? 67 53 42
-whereof Savings &Pension 77 69 58
-whereof Private lending 54 42 31
-whereof Corporate 14 10 -
-whereof Insurance 72 43 -

1) Number of customers with at least 3 logins including shake balance inqueries in a digital channel in the last month.
2)Refers tocards and payments.

SUSTAINABILITY

Swedbank and Swedbank Robur believe that responsible and sustainable invest-
ments make a differencein the long run. Sustainability has become anincreasingly
importantand integral part of asset management, and demand is increasing. Various
forms of sustainable savings are offered by the asset management business.

Sustainability in Swedbank Robur’s funds

Swedbank’s subsidiary, Swedbank Robur, has a goal to be a leader inresponsible invest-
ments. Toachieve this, Swedbank Robur makes it easier for customers who want to
incorporate sustainability into theirinvestment decisions. Sustainability criteria have
beenintroducedinmore funds and new products with more sustainability content
have beenlaunched. Openness and simplicity have been key values for the bank and
fund management company for years,and theincreased interest legislators are now
showingintheissue of transparent fund information on sustainability is positive.

As amajor owner on the Stockholm Stock Exchange and with holdings in nearly
3000 companiesinand outside Sweden, Swedbank Robur has aresponsibility and an
opportunity tohave animpact. Through dialogue and active ownership, the fund
management company encourages companies to address sustainability issues and
governresponsibly. During the year Swedbank Robur’s responsible investment policy
was further developed. It serves as the basis for sustainability work and applies toall
of the fund management company’s funds. In the policy Swedbank Robur clearly
states thatitsinvestmentsare guided by the UN's global sustainable development
goals. The new Global Impact fund, whichinvestsin companies with products and ser-
vicesthatdirectly contribute to the global goals, was launched in May.

Integrated asset management

Sustainability isintegratedin the investment philosophy. Sustainability criteria were
partof the analysis for fixed income, index and equity investments and are spelled out
forthe fundsin the responsible investment policy. Swedbank Robur's team of sustain-
ability analysts visits companies, evaluates their risks and opportunities, and gives con-
crete feedback onimprovements. Thisis factored into investment analysis and stock
selection. Certain funds have actively investedin companies that specifically address
the environmentand climate change, humanrights, fair labour and business ethics.

Impact as an owner

Swedbank Roburisanactive owner and maintains continuous contact with the
boards and managements of companies in which its funds are major shareholders.
The aimisto generate asustainablereturn from the stocks that the funds own.
Swedbank Robur encourages these companies to reduce their sustainability risks and
develop their businesses based on sustainability aspects. Swedbank Robur impacts
companies around the world onitsownandin collaboration with e.g. PRI'sinvestor
groups, analysis service providers and lobbying groups. In addition to working directly
with companies, anumber of themes have beenidentified where entire industries can
beimpacted. Dialogues during the year touched on climate change and energy, palm
oil production, the rights of the child, living wages and forest production.

Swedbank Robur attends and votes at annual meetings and participatesinthe
nomination committees of listed Swedish companies. Importantissuesinclude board
composition, management compensation, including share-related incentive pro-
grams, sustainability and that systemsin place for governance, controlandinforma-
tiondisclosure. Swedbank Robur wants boards to have the right combination of com-
petence, experience and diversity, including gender parity, and to balance
independent and non-independent directors. The boards should also actively address
sustainability issues pertinent to their companies. The companies where Swedbank
Robur has been on the nomination committee onaverage have reached gender parity
interms of newly elected directors, with a growing share of women and a higher num-
ber than for listed companies asa whole againin 2018.

Inthe case of US companies, the fund management company has voted for several
shareholder proposals on climate change and the environment, cybersecurity and
dataprivacy.

Exclusions

Swedbank Robur does notinvestin companies that manufacture, modernise, sell or
buy cluster bombs, antipersonnel mines, chemical and biological weapons, and
nuclear weapons. Companies that generate more than 30 per cent of their revenue
from coal production or produce pornographic material are excluded as well. In
November a decision was made to exclude companies that generate more than 5 per
centof theirrevenue fromtobacco products fromall funds as for 1 January 2019.
Companies have also been excluded because of serious violations of international
normsand conventions to protect people and the environment, without showing
awillingnesstochange. Several funds have applied more extensive criteria and
excluded products such as alcohol, tobacco, gambling, weapons and pornography,
as wellas companies that produce fossil fuels.
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Asset management! 2018 2017 2016
Total assets under management (SEKbn) 1266 1252 1170
-of whichin funds (SEKbn) 857 871 789
Assetsunder management with enhanced
sustainability work (%)? 50 34 40
-of whichmanaged with positive & negative

criteria (%)® 5 5 4
- of whichmanaged with primarily negative

criteria (%)* 45 29 36

1) Asset management as of 31 December 2018.

2)Includes sustainability funds and discretionary management with enhanced sustainability work.

3)Share of total assets under management, managed in Ethica, Talenten, Férbundsfond, Global Impact,
Stiftelsefond and Humanfond.

4)Share of total assets under management. Exclusions according to criteria for Access and Transfer funds,
which were expanded on 1 January, as well as according to Folksam and KPA's criteria.

Carbon footprint of the funds

Swedbank Robur hasincreasedits collaborations on climateissues. Through networks
such as Swedish Investors for Sustainable Development (SISD), Climate Action 100+
and International Investors Group on Climate Change (IIGCC), Swedbank Robur works
actively toencourage governments and companies to transition to sustainable solu-
tions. Climate issues have been part of sustainability analysis and corporate engage-
ment. Companies with especially high emissions and a big climateimpact have been
contacted to get them to speed up the transition. Swedbank Robur annually reports
the carbon footprint* of its equity and mixed funds. Further steps have been taken with
the help of the Task Force on Climate-related Financial Disclosures (TCFD) to determine
how the companiesinthe funds will be affected financially by climate change.

1) How much CO, the companiesinafund emitinrelation to their revenues.

Climate footprint of selected funds compared tonnes CO,e/ tonnesCO,e/

with their respective indexes? SEKm,fund  SEKm, index
Three largest funds (assets under management,
Engagement funds (no.) 2018 2017 2016 SEKm)
Companies contacted on sustainability issues® 425 299 382 - AllemansfondKomplett (59087) 5 23
- of which companieslisted in Sweden 74 81 65 - Aktiefond Pension (43916) 29 23
-of which companies listed outside Sweden 351 218 317  -Kapitalinvest (36 586) 7 23
-of which companies contacted
by own analysts U 160 160 Regional equity funds (assets under management,
No. of contacts, own analysts 265 261 283  SEKm)
- of which meetings? 142 96 79  -Sverigefond (14 148) 16 9
Participationin nominating committees 424 336 285  -Europafond(3837) 29 26
-of whichincompanieslisted in Sweden 232 195 171  -Globalfond (24 510) 10 29
-of whichin companies listed outside Sweden 192 141 124 - Amerikafond (8 723) 9 22
Participationinannual general meetings - Asienfond (4032) 36 48
inSweden 91 81 69
1) The calculations are based on fund holdings as of 3 July 2018. Footprint of the fund in relation to footprint
-Share of women on corporate boards (%)>3# 38 37 36 of the fund’s comparative index

1) Contacted by ownanalysts (186), by suppliers (84) and through collaborations (155).

2) Teleconferences and face-to-face meetings.

3)Including eight general meetings of privately held companies.

4) Of which 90in companies publicly listed in Sweden and one in a company listed in Finland.

5)Inboards where Swedbank Robur participated in the nomination committee.

6) The comparisonis made separately for each individual year, since the companies vary from year to year. Baseline
forthe years 2016-2018 was 33%, 34% and 35%, an annual increase of about 3 percentage points.

7)Including CEOif elected as board member at AGM.

Analysis for sustainability funds 2018 2017 2016
Sustainability analyses of listed Swedish

companies(no.) 60 17 69
Sustainability analyses, Swedish indexes

(approx.no.)? 180 180 175
Sustainability analyses, international indexes

(approx.no.)? 2320 2350 1800

1) The 2018 figure contains analyses of Swedish and international companies. 2016 and 2017 include only Swedish
companies. The decrease in the number of analysesin 2017 was due to a revised analysis process and change in
comparative indexes.

2) Analysis of companiesin SIXPRX and Sthim Benchmark Cap GI.

3) Analysis of companies in MSCl World and iBoxx EUR Corporates 1-5.

Products with sustainability profile, SEKm 2018 2017 2016
Assetsunder managementin

sustainability funds

- EthicaSweden 6970 7866 4945
- Ethica Sweden MEGA 1895 2709 2473
- Ethica Global 2589 2364 2039
- Ethica Global MEGA 11790 11131 4824
- Ethica Foretagsobligationsfond 2178 1978 -
- Ethica Obligation 9755 9361 8433
- Ethica Obligation Utd 8995 8840 10219
- Global Impact* 848 - -
-Humanfond? 1892 2207 2090
- Talenten Aktiefond MEGA 2642 1968 1689
- Talenten Rantefond MEGA 1379 1132 1134
- Stiftelsefond Utd 837 901 -
- Stiftelsefond 444 552 -
Charitabledonations from Swedbank Robur

Humanfond?* 42 45 42

1) The fund was started on 29 May and invests in companies that contribute to the UN's global sustainable
development goals.
2)Humanfonden had a total of 29 231 investors and 74 affiliated charities.
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Climate footprint, Ethica, tonnes of CO,e/

SEKm? 2018 2017 2016
Ethica Global

-fund 4 8 7
-MSClWorld Index 25 33 37
EthicaSweden

-fund 6 13 11
- OMX Stockholm Benchmark Cap Gl 9 16 16

1) Tonnes CO,e/SEKm. Calculations based on fund holdings on 3 July 2018, 30 June 2017 and 30 June 2016.

Structured products

Swedbank also offers savingsin the form of equity-linked bonds with or without capi-
tal protection, where the returnis tied to various asset classes and markets, so-called
SPAXand Aktiebevis. Some have special ethical requirements that exclude compa-
nies associated e.g. with alack of respect for humanrights or unfair labour practices.
Certainindexes are chosen specifically because they exclude coal and oil production.
Theinvestments can focus on companies that benefit from futureinvestments to
resolve major global challenges.

Structured products with sustainability

profile, SEKm 2018 2017 2016
SPAX Europa Hallbar? 52 78 -
SPAX Global Hallbar? 208 121 -
SPAX Horisont Sverige/Sverige Horisont - - 113
SPAX Hallbar Horisont - 89 28
SPAX Jamstalldhet 11 - -
SPAXKlimatsmart - - 65
SPAX Norden Hallbar - 9 -
SPAX Pension? 42 - -
SPAX Sverige = - 71
SPAX Vatten = - 24
SPAX Varlden Hallbar 12 243 -
SPAX We Effect Refugee - - 10
Aktiebevis Autocall Svenska Bolag - 9 -
Aktiebevis Global Skydd 80 - - 10
Aktiebevis Sweden Etik /Balans/ Ostersjélax - - 24
Aktiebevis WinWin Svenska Bolag - 80 -

1) SPAX Europa Hallbar issued six timesin 2018.
2) SPAX Global Hallbarissued 18 timesin 2018.

3) SPAX Pensionissued four timesin 2018.
4)SPAX Varlden Hallbar issued two times in 2018.
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Swedbank promotes responsible long-termlending by assessing each customer’s
long-term financial situation and advising them on any sustainability risks.

Amortisation

Toslow theriseinrecent yearsinconsumer debt, the Swedish Financial Supervisory
Authority has tightened mortgage amortisation requirements, which aligns with
Swedbank’s responsible lending approach. The table shows amortisationsinrelation
toloan-to-value.

Availability and digital solutions

Swedbank’s aimis to be available for the many households. Swedbank evaluates and
improves availability forits customers’ various needs, including through digital offers
that make lending services even more available and everyday banking easier. Mort-
gage commitments were automated during the year and Swedbank completed prepa-
rations toautomate and digitalise the Swedish mortgage lending process.

Sustainability analysis

Sustainability risks are takeninto considerationin all credit decisions. A more detailed
sustainability analysisis done for corporate loan applications of over SEK 5min Swe-
denand EUR0.8min the Baltic countries. For other customers a general assessment
ismade of sustainability related factors with the scope that the individual case
warrants given the nature and complexity of the business.

The sustainability analysisis supported by 13 sector guidelines. The guidelines are
atooltoprovide betterinsightinto the sustainability problems facing variousindus-
triesas well as suggestions and advice on which aspects should be addressed by the
customer. Swedbank also has two position statements on the climate and defence
industry todescribeits views onthese two areas. In the climate statement, Swed-
bank statesthatit will refrain fromdirectly financing coal-fired power plants and
frominvesting and financing companies that generate over 30 per cent of theirreve-
nue from coal production.

During the year Swedbank created a checklist for real estate-related sustainability
risks. The checklist serves as a tool to dialogue with customers on property-related
risks. Because real estate accounts for nearly half of Swedbank’s lending, thisis a
strategic sector to maximise theimpact of the bank’s sustainability risk management.

Ifacaseisfoundtohave an elevated sustainability risk, itis escalated to Swed-
bank’s Business Ethics Committee for further evaluation and guidance. The commit-
tee handles casesinvolving the environment, humanrights, social responsibility, busi-
ness ethics and corruption. Swedbank has a Group-wide list of companies excluded
frominvestment. To be excluded, a company must have violated various international
normson humanrights, anti-corruption, fair labour and the environment. The cases
submitted to the committeein 2018involved ethical dilemmasrelated e.g. to defence
materiel, the bank’s participationin various types of funding structures, cryptocur-
rencies, cannabisand gambling.

Corporate lending 2018 2017 2016
Corporate lending (SEKm) 547724 521001 521638
Renewable energy lending (SEKm)* 7756 7466 10131

Number of customers with renewable
energy loans! 158 138 157

Sustainability risk analysisin lending

-Swedish Banking (no. of business loan

applications approved) 427402 342972 39590
- Baltic Banking (no. of business loans

approved) 2102 1873 1513
- Large Corporates and Institutions (no. of

businessloans approved/endorsed)? 1448 1291 -
No. of credit cases escalated to Swedbank’s
Business Ethics Committee 5 2 4
No. of cases escalated to Swedbank's Business
Ethics Committee 13 11 20

1) Totalrenewable energy lending refers to hydropower, wind, solar, biomass district heating and biogas.
2)Includes analyses by Swedbank Finans from December 2017.
3)Refers to companies and began being measuredin 2017.

SUSTAINABILITY

Private lending (Sweden) 2018 2017 2016
Energy loans (SEKm)* 38 42 57
Households with loan-to-value ratios above

70% of property value (%) 16 11 11
Share of households with loan-to-value ratios

above 70% that amortise (new lending)? 99 99 98
Share of households with loan-to-value ratios

above 70% that amortise (total portfolio) 97 96 93
1)Energyloansare available to customers in Sweden and used to finance residential energy savings.

2)New lending refers to allmortgages paid out in the fourth quarter of each year.

Share of corporate lending by country, % 2018 2017 2016
Sweden 86 86 76
Estonia 5 5 6
Latvia 2 2 3
Lithuania 3 3 4
Norway 3 3 8
Finland 1 1 2
Other 0! ot 1
1) Theshareis 0.5%.

Share of corporate lending by sector, % 2018 2017 2016
Property management 42 42 43
Agriculture, forestry and fishing 13 13 13
Manufacturing 9 9 9
Retail 6 6 6
Shipping 4 5 5
Public sector and utilities 4 4 5
Construction 4 4 4
Corporate services 5 5 4
Transportation 3 3 3
Financeandinsurance 2 2 2
Hotel and restaurant 2 1 1
Information and communications 2 2 1
Other corporatelending 4 4 4

Greenbonds

Greenbonds create value for the company, investorsand society asa whole.In 2017
Swedbank established a framework for green bonds and in October 2017 the bank
issuedits first green bond, with a volume of EUR 500m. During the year Swedbank
published a Green Bond Impact Report for 2017, which explains the green asset
register'svolume and impact as of 31 December 2017. Thereportis availableon
Swedbank’s official website.

InMarch 2018 Swedbank issued a second green bond, with a volume of SEK 2bn
and afive-year tenor. The invested capital will mainly be used to finance sustainable
investmentsin propertiesand renewable energy sources that produce a lower carbon
footprint.

Swedbankis alsostrongly focused on green products for capital market custom-
ers. Swedbank Debt Capital Market, in the business area Large Corporates and Insti-
tutions, offers green bonds, social bonds, sustainability bonds and related advice. This
benefitsissuers that seek green financing, e.g. companies and municipalities, as well
asinvestors whoactively demand sustainable investments e.g.insurance companies,
pension managers and fund managers.

Green bonds 2018 2017 2016
Greenbondsissued durig the year (SEKm)* 2000 4866 -
Issuinginstitute for green bonds (number)? 30 12 8
Issuinginstitute for green bonds, total

compiled from the start (SEKbn)? 56.7 28.2 20.4

1) Swedbank ABissuer (funding of wind power and green buildings).
2)Swedbank AB acted as lead manager (funding of e.g. solar, wind and hydropower).
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The central procurement process ensures that reported purchases over EUR 50 000
are supported by the bank’s central procurement unit. Swedbank has signed addi-
tional framework agreementsinthe last three years, which hasled toareductionin
the total number of procurement cases since call-offs under existing framework
agreements have been possible. Thisis especially evidentin the consulting area.

Code of conduct for suppliers

Risksrelated to sustainable procurement for Swedbank include reputational and
quality risks. Tominimise them, the central procurement unit requires all suppliers
tosign Swedbank’s code of conduct as part of a binding contract. The code governs
importantareas suchas humanrights, labour practices, business ethics and the envi-
ronment. In addition, certain sustainability issues areincluded directly in the specific
tender, such asrelevant certifications and process descriptions.

Sustainability analysis

New suppliers are also classified based on industry- and country-specific sustainabil-
ity risks with the support of Swedbank’s sector guidelines. Suppliers whose sustain-
ability risks are identified as high are required to conduct a self-assessment of how
well they meet the requirements of Swedbank’s code of conduct. In special cases sup-
pliersare visited, so-called look-arounds, and if necessary proposed changes are
drawn up together with the supplier and then followed up. If there is any ambiguity,
the case can be escalated to Swedbank'’s Business Ethics Committee for recommen-
dationand guidance.

Monitoring

Existing suppliers are mainly monitored through an ongoing dialogue and by the
bank’sinternal auditors. Look-arounds are done to ensure that contracted suppliers,
selected based on risk classification, follow through on their commitments. Since
Swedbank’s business areas own all supplier agreements and demand specifications
locally, certain agreements can be signedin certain cases without the central pro-

Swedbank works actively toreduce the environmental impactsits operations give
rise to. This work builds on an environmental management system certified according
t01S0 14001. 1t enables Swedbank to workina structured way to continuously
reduceitsimpacts: those generated indirectly through financing, investments,
paymentsand procurement, and directly through Swedbank’s internal operations.

Direct environmental impacts

Swedbank has cut the greenhouse emissions it directly generates internally by more
than half since 2010. The Group’s goal for 2018 was achieved through an emissions
reduction of more than 60 per cent compared with the 2010 total. In 2018 measure-
ments were expanded toinclude PayEx’s environmentally related datain the Group’s
environmental reporting, and yet the reduction goal was still met.

Emissionsarelargely generated through energy consumption and heatingin
Swedbank’s branch offices as well as through business travel. The internal property
department at Swedbank encourages the use of energy-efficient and space-saving
propertiesand works continuously with property owners to adopt energy conser-
vation measuresin the buildings where Swedbank operates. During the year
Swedbank’s head office in Sundbyberg received a BREEAMrating of excellent for
itsenvironmental performance and healthy work environments.

Swedbank also works continuously toincrease the percentage of meetings
throughdigital platforms. Swedbank believes this generates positive feedback by
freeing up more time and resources for its employees as well as reducing travel time
and theimpact of business travel.

During the year Swedbank purchased carbon offsets for 6 500 tonnes of emissions
through the Godarwi projectinIndia. The project meets GOLD standard certification
andincludes production of renewable energy through a solar heating facility that
generateselectricity. Aside from the climate benefit that the project provides, the
equivalent of two per cent of certified emission reduction revenue is donated to
local projects.

B Greenhouse gas emissions?, tonnes CO,e 2018 2017 2016
curement unit.
Total emissions 26983 29342 37357
Supply management Reductiontarget 2018, 60%? 28912 28912 28912
In 20185wedbavnkelsltablishedadligitalsypplierplatformto more easily assess suppli- Carbon offsetting? 6500 _ _
ersfromasustainability perspective. A pilot test has started where upwards of 200 of Total emissions after carbon offsettin 50483
Swedbank’s largest suppliers are allowed to approve the updated code of conduct and 1531 Ing
answer how and where their production is carried out, in which countries they oper-
ateetc. Anumber of key performance indicators are then created for each supplier. Emissions by scope according to GHG
Thesedataare thenusedin Swedbank’s sustainability work with the overarching protocol
purpose of promoting a sustainable supply chain together with the bank’s suppliers. Emissions scope 14 1017 780 881
Emissions scope 2° 6014 7771 16583
Supplier audits 2018 2017 2016  Emissionsscope 3° 19952 20791 19893
No. of reported purchases that have under-
gone sustainability assessment 155 375 470  Emissions by country
Share of reported purchases that have under- Emissions, Sweden 16151 16743 15841
gone sustainability assessment (%)° ol - ~  Emissions, Estonia® 3797 3940 12291
Supplier visits conducted (no)’ - 30 30 Emissions, Latvia 2602 3321 3242
1)Thedecreaseisdue toanincreaseinthe numberof framework agreements. Emissions, Lithuania 3511 4391 4626
2)Percentage based on total purchase price.
3) No supplier visits were conducted during the year. Emissions, other’ 922 947 1357
Energy-related emissions according
toScope 2
Market-based® 6014 7771 16583
Location-based 21588 23395 23322
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1) Carbon dioxide, methane and nitrous oxide. In all GHG calculations, Swedbank has used Ecometrica software
throughasystemcalled Our Impact, administered by US&We. Emissions are reportedin accordance with the
Greenhouse Gas Protocol (World Resources Institute).

2)Thebase year is 2010, when Swedbank reported 72 279 tonnes of CO, emissions.

3)Carbon offsets relate to the GOLD standard Godarwi projectin India.

4)Swedbank's direct emissions. Based on fuel consumption in company cars and refrigerant gas loss. Emissions
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
Swedbank’s Scope 1 emissions are biogenic.

5)Swedbank's indirect emissions in the form of electricity consumption and heating/cooling. Emissions are esti-
mated based on operational controls in Swedbank's offices/ buildings. District cooling where Swedbank does not
have operational control and which has been estimated based on m2 has been eliminated for 2017.

6) Swedbank’s other indirect emissions from business travel, security transports, paper consumption, water con-
sumption and waste. None of Swedbank's Scope 3 emissions are biogenic.

7)Norway, Finland, Denmark, USA, Luxembourg and China.

8) The emissions reduction between 2016-2017 is due to procurement of guarantees of origin for the electricity
consumed in Estonia.
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Emissions by category, tonnes CO,e 2018 2017 2016
Sweden

Office premises 2579 3040 3550
Business travel 15 3R] 13536 12145
Other emissions® 179 167 146
Estonia

Office premises 1807 1888 10484
Business travel 1937 1999 1753
Other emissionst 53 53 54
Latvia

Office premises 1386 2151 2258
Business travel 1137 1084 892
Other emissionst 79 86 92
Lithuania

Office premises 1104 1620 2228
Business travel 2264 2606 2258
Other emissions* 143 165 140
Other countries

Office premises 373 356 429
Business travel 547 588 925
Other emissions* 2 3 3
1)Security transports and paper consumption.

Other environmental data 2018 2017 2016
Energy consumption in our offices (MWh) 105425 114658 116335
Electricity consumptionin our offices (MWh) 57598 65379 66158
Renewable electricity asashare of total

electricity consumption (%)* 390 82 69
Paper consumption (tonnes) 1184 1075 929
Water consumption (m3/FTE) 8 7 8
Recycled waste (tonnes) 406 401 473
Incinerated waste (tonnes) 335 317 312
Landfill waste (tonnes) 276 220 363
1)Renewableenergy refers to wind, biomass and hydroelectric power.

Internal energy consumption? 2018 2017 2016
Total emissions from energy consumption

(tonnes CO_e/MWh) 0.06 0.07 0.14
Energy consumption per employee

(MWh/FTE) 6.5 8.1 76
Energy consumption per m?

(MWh/m?) 0.237 0.251 0.252
1)Swedbank's indirect energy consumption consists of consumption of energy, heating, cooling and gas
Comparative figures, tonnes COe* 2018 2017 2016
Total emissions per employee 1.68 2.02 2.44
Scope 1 and 2 emissions per employee 0.44 0.59 1.14
Total emissions per office space 0.061 0.064 0.081
Scope 1 and 2 emissions per m? office space 0.016 0.019 0.038

1) Excluding carbon offsets for 6 500 tonnes of emissions.

SUSTAINABILITY

Indirect environmental impacts
Swedbank takes a broad range of measures toreduce itsindirect environmental
impactsand hasidentified climate change as akey sustainability issue toactively
address.How indirect environmental impacts throughinvesting, financing, paying
and procuring are managed is covered in each area. Swedbank pledged during the year
tofollow the Science Based Target Initiative (SBTI), which meansamong other things
thatit willimplement climate targets for the bank’s indirect emissionsinaccordance
with the Paris Agreement, when SBTI publishes the method for the financial sector.
One example of indirect environmentalimpactsis the leasing business, where
Swedbankis one of Sweden’s largest fleet owners, with around 62 400 vehicles.
As part of AutoPlan fleet administration, which comprises around 43 800 vehicles,
customersreceive assistancein drafting green car policies, support on sustainability
issues,and help measuring and reporting their carbon footprint. Swedbank AutoPlan
holds annual environmental seminars that cover current topics and have been
well-attended and highly appreciated. Swedbank has its own fleet of company cars
and works actively toreduce environmental impacts. The table below shows the
downward trendin GHG emissions from Swedbank’s company cars and fromall new
company cars acquired by Swedbank AutoPlan.

Auto leasing AutoPlan 2018 2017 2016
Leasing of vehicles (tonnes CO_e)* 196497 198120 192143
Total number of leased cars 42839 43537 42573
Average emissions, new cars CO, (g/km)? 111.9 1125 115.5
Average emissions, total CO, (g/km)? 1151 119.0 125.7
Average emissions, new company carsin

Swedbank CO, (g/km) 92.3 92.9 108.3

1)Emissions based on fuel consumption and fuel type per vehicle over one year.
2)Refers tocompany cars administered bySwedbank AutoPlan.
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Swedbank’s mostimportant resourceisits employees. Inabusiness based on compe-
tenceand that has becomeincreasingly complex, they are becoming even more
important. Itiscritical toretain qualified and engaged employees by offering good
working conditions and career opportunities with the bank.

Skills development

Employees who continuously develop and gain experience from different parts of the
bank pave the way for better customer offers andin doing so help customers to be
successful. The financialindustry is undergoing major change with a number of new
laws, regulations and guidelines. Itis critical therefore thatindividuals develop their
skills. Swedbank offers skills development through internal training and by having
employees create personal short- and long-term development plans together with
their manager. Skills are largely developedin daily work, in collaboration with other
employeesand through internal mobility. In addition, the bank offersalarge range of
itsown courses, including on leadership, agile practices and skills development, to
supportemployees who work with customers.

Gender equality and diversity

Gender equality and diversity are a priority for Swedbank and are reflected through-
out the company. They areimportant to the business, the work environment, cus-
tomerinteractions,and toattractandretain talent.

Swedbankis aninclusive bank with the aim thatits employeesreflect the local
community where they work. This has been along-term goal for several years, and
the work continues. The Group Executive Committee has this high onits agenda, and
asystematicapproach has been taken throughout the Group to prevent discrimina-
tion. The emphasis has been onareas where unconscious biases could cause us to
make unequal decisions e.g. salaries, recruiting and careers, parenthood, and occupa-
tional health and safety. During the year around 50 groups of nearly 1 000 managers
attended workshops on gender equality, diversity, inclusion and the importance of
norms. The bank’s leaders will continue this work with their teams. All business areas
and Group functions areinvolved and set goals in their business plans.

Tocreateamorediverse and inclusive bank with employees from different back-
grounds, measures are taken each year to promote diversity and fight discrimination
and harassment, which are then evaluated on a regular basis. The guidelines on dis-
crimination and harassment are periodically reviewed and all Human Resource part-
nersreceive trainingontheseissues. Itis clear that thisis essentially a question of
respect for humanrights, and the bank has zero tolerance for all forms of discrimina-
tion. Allemployees share aresponsibility for ahealthy work environment free from
discrimination and harassment.

Active efforts toachieve gender parity at alllevels of the bank have resulted inan
increaseinthe percentage of female specialists, middle managers and senior employ-
ees.Inupper management the percentage hasincreased from 29 to 42 per cent since
theeffort wasinitiatedin2014.

Theresultsare tracked onaregular basis and measures are taken toimprove over-
sightand awareness. Wage differences are monitored and the work doneinrecent
yearstoinvestigate,identify and mitigate unwarranted wage differences has led to
improvements. InLatvia, for example, Swedbank was named the country’s most gen-
derequal company during the year.

Occupational health and safety

Occupational health and safety is strategically important, and major efforts are made
topreventillnessand address any problems that arise. The work environment at
Swedbank s safe, stimulating and fosters high performance and long-termrelation-
shipsinternally and externally. Sustainable employees lead to sustainable customer
relationships, whichin turn create sustainable results for the bank.

Swedbank tries to prevent healthissues by setting goals for sustainable employ-
ees, tracking absenteeism and responding proactively to early signs of illness. During
the yearan overhaul of occupational health and safety work was begun. In addition to
previousinvestmentsin physical health, work is now being intensified on psychoso-
cial aspects. At the same time an adjustment was done of the Group’s occupational
health and safety goals as follows:

- Total sickness absence (rolling 12 months) <2.8%
- Sustainable Employee Index> 85%
- Zerotolerance for discrimination, harassment and victimisation

Employee surveys

Swedbank has conducted annual employee surveys for years, with high response
ratesandimproved resultsinall the surveysin 2017: Human Capital Report, Leader-
shipIndex, Employee Index and Sustainable Employee Index. The likelihood of recom-
mending Swedbank as an employer, the so-called eNPS score, also improved in the
previous year.
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In2018areview was done of the employee surveys. A new supplier has been hired
andanew survey method has beenimplemented. The two surveys that will be con-
ducted onaregularbasis are the Engagement Pulse (EP) and Human Capital Report.
(HCR).EP measures engagement and provides a reference point for employees, man-
agersand teams touse with their teams. EP will be conducted every two months and
consistsof 7 questions, one of whichis the eNPS. HCRis an annual survey on such
strategically important areas as leadership, corporate culture, health, gender equality
anddiversity.

Total number and share of new employees

by gender, age group and country, % 2018 2017 2016
Number of new employees 1877 1598 1680
Women 62 60 61
Men 38 40 39
0-29years 59 60 65
30-44years 32 30 29
45-59years 8 9 6
60-years 1 1 0
Sweden 30 36 31
Estonia 24 22 21
Latvia 17 17 13
Lithuania 29 25 35
Total number of employees by

employment type 2018, by gender Female Male Total
Full-time 8796 5165 13961
Part-time 1471 551 2022
Total 10267 5716 15983
Total number of employees by

employment contract 2018, by gender Female Male Total
Permanent 9418 5321 14739
Temporary 849 395 1244
Total 10267 5716 15983
Total number of employees

by employment contract

2018, by region Sweden  Estonia Latvia Lithuania Total
Permanent 8049 2531 1713 2446 14739
Temporary 843 122 137 142 1244
Total 8892 2653 1850 2588 15983
Internal training? 2018 2017 2016
Total number of training hours 465165 449083 362349
Training costs (SEKm) 123 121 117
Training hours per full-time employee

(averageFTE) 32 31 24
-training hours men 18 18 11
- training hours women 24 25 17
-training hours managers 28 26 19
- training hours specialists 21 10 8
Training programsin environment, sustain-

ability, code of conduct and anti-money

laundering (number) 3456 12204 9299
Training programsin sustainable banking and

money laundering and terrorist financing

(number) 25743 3158 5266

1) The number of training hours measures only how large a percentage of skills-building activitiesis through
traditional training (e-training and classroom training). The table also includes the savings banks.
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Employee survey, index 2018 2017 2016 Labour/managementrelations 2018 2017 2016
Engagementindex, Results/Comparison! - 84 82  Percentage of employees with collective
- ) orlocal agreement or covered by Labour law

Recommendation index, Results/Comparison? 24 21 15

ne mp - Sweden 100 100 100
Leadershipindex, Results/Comparison* = 86 85

Percentage of employees covered by
1) Swedbank revised its employee survey in 2018, so no comparable data are available. collective bargaining agreements? 69 69 70
2) Likelihood of recommending Swedbank as an employer externally. 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). 1) The members of the Group Executive Committee are not covered by collective agreements (except the holiday

regulations)and the Act on Employment Protection.
2) 100 per centin Sweden and Lithuania.

Rate of employee turnover by gender,

0
age group and country, % EDLS 2017 2016 | avelof education, % 2018 2017 2016
Women 9.2 10.0 9.2
Sweden
Men 10 114 31 University degree 39 40 40
Other university education 13 14 14
0-29years b 150 100 Upper secondary school 47 45 45
30-44years £l 103 82 Other education 1 1 1
45-59 years 54 54 53 -
Estonia
60- years e 364 368 University degree 61 61 60
Otheruniversity education 12 13 14
SWEdéH b 93 87 Upper secondary school 20 19 19
Estonia 2l 95 37 Othereducation 7 7 7
Latvia 109 134 101 N
- - Latvia
Lithuania 128 128 145 University degree 72 72 68
Group total 27 103 33 " Other university education 16 16 23
Upper secondary school 12 12 9
Wage difference women vs. men, Other education 0 0 0
management positions* by country, %? 2018 2017 2016 |jthuania
Sweden -22 -21 -22 University degree 81 83 85
Estonia -28 -31 -38 Otheruniversity education 6 7 7
Latvia -43 -46 -46 Upper secondary school 5 4 4
Lithuania -36 -29 -30 Other education 8 6 4
Group total -32 -33 -35
1)Includes management positions at every level. HR responsibility is the common denominator for this category. . . .
2) The table does not take into consideration either profession or management level. Onereason for the differences AgEd|5tr'bUt'°n'% 2018 2017 2016
may be that men still hold more management positions at a higher level with higher salaries.
Sweden
0-29vyears 20 19 18
Wage difference women vs. men, manage- 30-44 years 35 36 36
ment positions® by business area, %? 2018 2017 2016 45-59 years 37 38 39
Swedish Banking -17 -16 -18 60- years 8 7 7
Large Corporates &Institutions -48 -44 -43  Estonia
Baltic Banking -41 -41 -40 0-29years 21 21 23
Group Functions —21 -19 -24 30-44 years 53 55 55
1)Includes management positions at every level. HR responsibility is the common denominator for this category. 45-59years 23 21 20
2) The table does not take into consideration either profession or management level. One reason for the differences
may be that men still hold more management positions at a higher level with higher salaries. 60-years 3 3 2
Latvia
0-29years 24 26 27
Wage difference women vs. men,
specialists by country, % 2018 2017 2016 _ 30-44years 62 61 61
45-59 years 13 12 11
Sweden -20 -21 -22
- 60-years 1 1 1
Estonia -36 -38 -35
- Lithuania
Latvia -29 -30 -29
- - 0-29years 32 29 30
Lithuania -35 -35 -35
30-44 years 48 51 50
Group total -34 -37 -38
45-59 years 17 18 18
60-years 3 2 2
Wage difference female vs. male,
specialists by business area, % 2018 2017 2016
Swedish Banking -14 -15 -15
Large Corporates &Institutions -36 -39 -40
Baltic Banking -30 -33 -30
Group Functions -21 -24 -24
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Society’srapid digitisationisaccelerating the transition from branches to mobile and
internet banking, whichis raising demand for stable IT environments and protection
againstexternal threats. Itis critical that Swedbank’s stakeholders have confidence
inthe security of the bank’s IT systems, including stable and reliable digital channels
andinternal IT environments. Only then can they truly have confidence in society.

Intelligence and collaborations

For security work to be effective, accessis needed tointelligence. Swedbank works
withanumber of publicand private actors to track and understand threats to the
financial sector. Swedbank’s security response team collaborates with othersin the
sector, in addition to police authorities. Asabank, Swedbank is obligated toreport
suspicions of market abuse such asinsider trading, market manipulation and unlawful
disclosure of inside information (MAR). According to the Anti-Money Laundering Act
(the Money Laundering and Terrorist Financing (Prevention Act), Swedbankiis also
obligated, without delay, toreport suspicions of money laundering or terrorist financ-
ing (SAR) to the Financial Intelligence Unit within the Swedish Police.

Internal rules

Topreventitspayment systems from being exploited for criminal activity, Swedbank
hasbuilt upasetof internal rules, processes and support functions toensure

that we comply with applicable laws andregulationsin the area. Swedbank hasan
obligation toknow allits customers, understand where their money comes from and
why they want arelationship with the bank, to better detect unusual behaviour.
Through the a “Know Your Customer” process, system support to monitor transac-
tionsand reconciliations of customer databases against sanction lists, Swedbank
minimises these risks.

Swedbankis alsoa certified TF-CSIRT Trusted Introducer since 2010. Swedbank
hasorganised a central function responsible for coordinating and leading information
security work. Itisled by the bank’s Chief Information Security Officer (CISO) and
maintains an effective management system forinformation security as well as func-
tions forincident response and proactive security testing of the bank’s IT environ-
ment. Every business area also has Information Security Managers, who coordinate
security work locally.

Crime prevention 2018 2017 2016

Number of suspicious orders and transactions
(MAR) reported 43 40 22

Number of reports on suspicious transactions
regarding money laundering/terrorist

financing (SAR) 2773 1927 1751
Number of branch office robberiest 0 0 0
Number of advisors with Swedsec licence? 4035 4062 4160
Number of employees that completed the

annual knowledge update (AKU)2 6143 3971 3903

1)Refers to Sweden, Estonia, Latvia and Lithuania.
2) Refers to Sweden.
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Swedbank’s operations and conduct should be reflective ofthe bank’s values: simple,
open and caring. Everything Swedbank does should be characterised by high ethical
standards, where Swedbank and its employees actively assess every transaction,
relationship and activity from the standpoint of the bank’s ethical norms and posi-
tions. Thisis achieved through a strong commitment to anti-corruption work.

Framework

Swedbank’s Board has adopted a Group anti-corruption policy and a policy to combat
money laundering and terrorism financing. In addition, a code of conduct has been
implemented for employees, which clarifies the bank’s positions in a series of guide-
lines, including on gifts and events and employees’ second jobs. These documents
spell out the bank’s commitments, role and routinesinternally andin relations with
customersand partners.

Sustainability analysis

Through a sustainability analysis, factors such as the environment, humanrights,
business ethicsand corruption are taken into accountin lending, investments and
procurement (the resultsare shown onpage 197).

Events

Eventsand activities arranged by the bank to strengthen and build business relation-
ships must comply with applicable laws and fair business practices and be arrangedin
accordance with the bank’sinternal rules. For the sake of transparency, controland
monitoring, the bank has created a handbook with concrete guidelines on customer
eventsandintroduced areporting system for employeesl.

Whistleblower system

For Swedbankitisimportant thatrisksandirregularities are detected and addressed
intime. Aninternal whistleblower routine has been established for the Group, where
employees cananonymously report suspected violations of internal or external rules.
In2018atotal of 58 whistleblower reports were filed.

Sideline work

The basic rule at Swedbankis that for sideline work to be approved, it cannot interfere
with the employee’s performance, benefit a competitor, cause reputational harm,
posea conflict of interest or be inappropriate. Employees’ sideline work is evaluated
annually.

Members of the Group Executive Committee are subject to special rules on per-
sonalinvestments, whereinnormal cases the following do not give rise to significant
conflicts of interest: UCITS funds and similar financial instruments, real estate
intended for private use by members or their family, shares in Swedbank and other
shares provided that they arediscretionary investments and that the agreement has
beenapproved by Compliance.

Business Ethics Committee

Swedbank’s Business Ethics Committee addresses issues where the environment,
humanrights, social responsibility, business ethics or corruption are a critical factorin
business decisions. The committee’sroleis to guide the entire organisationin order to
minimise sustainability risks and any negative impacts for the bank. The members
represent the bank’s various business areas and Group Functions, including repre-
sentatives from the Group Executive Committee and Swedbank’s Head of Sustain-
ability. The number of cases escalated to the Business Ethics Committee are tracked,
and the minutes from the committee’s meetings are distributed to the CEO and the
Group Executive Management (see page 197).

Incident during the year

On 15 February 2018 the Bank of Lithuania, aftera routine inspection of Swedbank’s
activitiesin Lithuania, issued a warning to Swedbank and demanded that it remedy
the deficiencies that were identified in Swedbank’s internal control systems, pro-
cessesand documentation for money laundering prevention. Swedbank took the
findings from the inspection very seriously and initiated a series of measures aimed at
improvinginternal control systems, ensuring relevant customer due diligence data
and enhancing processes and routines. The deficiencies pointed out by the Bank of
Lithuania have been corrected. A warningis the lowest level of sanction that the
Bank of Lithuania canissue.
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Being a good taxpayer and contributing to the community is animportant 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 to taxissues that affect both the bank and customers.

Taxesare animportant sustainability issue for Swedbank. Since 2008 Swedbank has
a Group-wide tax policy adopted by the Board of Directors. Swedbank openly reports
operating profits, assets and tax costsin every country where it operates. Swedbank
actstransparently incommunications with tax authorities in all these countries.

Swedbank’s economic contributions

Inaddition to paying corporate tax, Swedbank is a major employer inits home markets
and provides work more for than 15000 people. By paying social security contribu-
tions forits employees, the bank contributes to social protection. Swedbank incurs
large net costs for value-added tax (VAT). In addition, Swedbank pays bank feesin the
formof aresolution fee and a deposit guarantee fee, which contribute to the financial
stability of society. Swedbank’s total cost for taxes and social security was approxi-
mately SEK8768min 2018. During the year Swedbank also paid approximately
SEK2069minbank fees.

Operating taxes

The sustainability analysis conductedin connection with corporate loan applications
requires the borrower to transparently reports taxes. Swedbank hasinternal pro-
cessestoreduce therisk thatits operations are exploited for tax evasion.

Swedbank does not engage in artificial transactions whose main purposeis to
avoid taxes. Swedbank withholds, pays and reports the taxes thatits private custom-
ersowe forinterest, dividends and various types of savings.

Inaddition to the tax policy, the Swedbank Group has position statements on tax
issues. References to taxes can be foundin Swedbank’s sector guidelines as well asin
Swedbank’s public positions oninvestments and asset management.

2018 Sweden Estonia Latvia Lithuania Norway USA Other*

Operating
profit
(SEKm)
Assets
(SEKm)

Number of
employees?

19062 2768 1189 1542 1477 106 408

1808342 119511 62271 99863 81184 104624 74862

8149 2405 1631 2268 267 15 130

Tax expense
(SEKm)

Non-deduct-
ible VAT
(SEKm)

Social secu-
rity contri-
butions
(SEKm)
Resolution
fees (SEKm)
Deposit
guarantee
fees (SEKm) 265 45 58 47 - - -

3981 500 233 244 327 25 64

1165 59 32 68 21 - -

1529 221 86 141 62 2 8

1587 27 23 17 - - -

1)Finland, Denmark, Luxembourg, China, Spain and South Africa.
2)Number of Group employees at year-end excluding longterm absentees in relation to hours worked expressed
as full-time positions.
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Swedbank shall alwaysactinaccordance with universal humanrights. This commit-
ment extends to every market where Swedbankis active andin relation to allits busi-
nessrelationships.

Policy and commitments

Asabasisforitsresponsibility to respect humanrights, Swedbank follows the UN's
Guiding Principles Reporting Framework and the UN’s Global Compact. The principles
encourage companies to be aware of humanrights risks and to strengthen human
rightsintheir businesses. Swedbank Robur has signed the Principles for Responsible
Investment (PRI),an open global initiative forinstitutional investors supported by the
UN, which addressesamong other things respect for humanrightsininvestments.

A Group policy on humanrights clarifies Swedbank’s responsibility to take precau-
tionary measuresand prevent humanrights violations. Swedbank’s code of conduct
alsorequires allemployees to abide by Swedbank’s values and show equal respect for
everyone. Onthis basis, Swedbank continuously assesses humanrightsrisksinits
processes and business decisions.

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
its supply chain. If the company has production, procurement or sales in high-risk
countries, its ability to manage sustainability related risksis critical (theresults are
shownon page 197). Assupport for the analysis, the advisor has guidelines on sus-
tainability risks specific to each sector, such as humanrightsrisks, which are designed
tofacilitate dialogue andrisk assessment. If the company is considered to have signifi-
cantsustainability risks, the case is forwarded to a credit committee for final decision.
Swedbank Robur’s investment process includes a sustainability analysis, part of
which covers humanrights. The analysis varies in scope for different funds depending
onfactorssuchasindustry and geography. Special attentionis given toindustries
andregions with elevatedrisks e.g. companies operating in low-cost countries or
non-democracies. Swedbank Robur actively dialogues with companies toimprove
their sustainability and profitability and to prevent and reduce serious consequences
for people and the environment. There are various types of dialogues, e.g. with com-
panies with especially highrisks that are on Swedbank Robur’s watch list, to follow up
incidents, in connection with a sustainability analysis, on topics such as humanrights,
and as stakeholdersin companiesin which the funds are major investors. Human
rightsisalsoone of the four areas that serve as a basis for determining whethera
company can beincludedin Swedbank Robur’s sustainability funds. Children are often
avulnerable group and Swedbank Robur hasissued a position statement on children’s
rights, whichis used toinfluence companies. The purpose is to declare Swedbank
Robur’s position andits expectation that companies consider children’srights.
Swedbank has adopted a Group position on the defence industry, which sets the
conditions for providing financial services to the sector and is protection against
humanrights violations. Thisincludes a prohibition againstinvestmentsinand
financing of nuclear weapons and applies to allmarkets where Swedbank operates.

Respect for humanrightsin the supply chain

Swedbank assesses risks related to humanrightsinits procurement process. The
scope of therisk assessment depends on the industry and where the supplier is
located geographically, whichis determined through aniinitial screening. If the sup-
plieris considered highrisk in terms of human rights, amore thorough evaluation s
conducted and requirements are set for managing humanrightsin the contract.
Swedbank also conducts supplier visits and regularly dialogues with suppliers to ver-
ify that established requirements are being followed.

Gender equality and diversity

Knowledgeis critical to successfully integrate sustainability aspects and work sys-
tematically withimprovements. Allemployees of the Swedbank Group receive basic
mandatory training on sustainability covering topics such as gender equality and
human rights. The number of training hoursis shown on page 200.

Gender equality and diversity are important to the bank’s work environment and
corporate culture. The workis based on acentral diversity and gender equality plan,
and every manager is graded based on diversity and equality goals as part of their
performance. The Group Executive Committee has focused for several yearsonand
accelerated developmentintheseissues. Thisalso means a stronger focusoninte-
grating gender equality and diversity in the business. Every unitisinvolved and sets
goals fortheareainits business plans.

Swedbank Annual and Sustainability Report 2018
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511 Socialinvestments, SEKm 2018 2017 2016
Socialinvestments, total 105 121 116
-of which Sweden 92 88 91

Swedbank’s social engagement has shaped the bank and its operations. From the very

e . X -of which Estonia 7 9 7
beginning the goal was to encourage the public to save and achieve long-term eco- - -

. e e } . L -of which Latvia gr 17 14
nomic stability. Asa major financial player, the bankimpacts andisimpact by what —— -
happens in society, and our commitment to education, the labour market and entre- -of which Lithuania 4 U 4
preneurship iSStang- Positive development intheseareas benefits SOCietV aswell 1) Contributions to the donation portal ziedot.lv were discontinued during the year.

asthe bank.

. Socialinvestments
Social engagement per engagement, % Sweden Estonia Latvia Lithuania

Swedbank’sinitiativesinspire and encourage people to actively participate inand

; . . . . L Sponsorship of social activities 48 65 78 26
improve society. They also provide an opportunity to build talent and for the individ- P va - ! it
ualand society asawhole to develop. Employees' social engagement

w e . . during working hours 5 23 4 21

‘AJobatLast"isanexample of aninitiative where labour market inclusion for for-
eign-born academics contributes to the bank’s talent management. In cooperation Management costs 1 1e 15 53
with the Swedish Public Employment Service, Swedbank has been able to hire train- Productsand services with
ees for up to 6 months, which in many cases has led to permanent employment with asocial value 0 0 3 0
the bank. Gifts from customers via the

Swedbank Latvialaunched amortgage assistance programme in 2015 to help bank’s products and services 46 0 0 0
economically disadvantaged families finance ahome. Since the programme was
launched, the bank has financed 3 446 loans for a total of EUR 234m. Since March
2018 Swedbank Latvia has also participated in a similar state-run assistance pro- Number of lectures 2018 2017 2016
gramme for mortgage borrowers up to 35 years of age with a higher education or Sweden? 2183 2128 1971
vocational training. The programme prowdesastateguaranteeonO percentof Estonia 1172 347 612
theloanamount (up to EUR 50 000) with atleasta 5 per cent down payment. -

Latvia 573 1031 520

Financial education Lithuania 433 539 280
Financial competence and education play a big role for both individuals and society. 1) Including savings hanks.
Through Swedbank’s various initiatives, young people are taught about personal 2)Focus one-learningin Estonia, through which the bank met 13000 students.

financesinschool. In this way the bank reaches all groupsin society, regardless of

background, and teaches them about money, savings and how, through conscious

choices, they can affect their finances and future career. 2018
“Young Economy”is aninitiative by Swedbank and the savings banksin Sweden

. - . Direct economic value generated and distributed, % SEKm %*
through which 60000 students attended personal finance lecturesin 2018. "Ready
forLife”isasimilarinitiativein Latvia,and the “| Will Be" project in Lithuaniais giving Totalincome 44222 -
studentsabetterunderstanding of the labour market and help with their future Interest paid to the public (deposits) 1234 3
careers. InEstoniaaround 10 per centemployees guest lecturedand about 400 (15%)  |nterest paid on other funding/financing 14713 33
areregistered onthedlgltlalplatform Back to School. . ' Deposit guarantee fees 414 1
Lyckoslanten, a magazine for students ages 10-12, has contributed since 1926 to -
abetterunderstanding of financialissues. The partnership with the foundation Resolution fees 1535 2
Friends in Sweden is another important educational initiative, in this case to prevent Tax for the year 5365 12
bullying. Non-deductible VAT 1345 3
Swedbank’s personal and business economists are active in the public debate and Socialinsurance costs and pensions 3177 7
educate customersandthepybllcontc')plcal'ﬁqanual|ssues|nthE|rrespectI|veareas. Salaries and fees incl shares in Swedbank 6777 15
Swedbank alsoarranges seminars on financial issues and other current topics related -
toitssocialengagement. The bank participatesinamong other things Politicians’ Payments ta suppliers, home markets 8554, 19
Week in Almedalen, Sweden, and its equivalentin Latvia, LAMPA, anevent topromote  Proposed shareholder dividend 15885 36
dialogue between politicians and voters. Profit for the year reinvested in the bank 5277 12

. . . . 1) Distribution of financial value creationin relation to total value.
Encouraging entrepreneurship and innovation

Many new business owners and enterprising employees are needed for the country
and Swedbank to grow. Through various initiatives and collaborations, Swedbank
promotes and educates entrepreneurs. Among other things, the bank helps to teach
young people about entrepreneurshipin school, thereby encouraging new businesses
andjob creators. This benefits both society and the bank.

Junior Achievementin Sweden and Latvia, “Everyone Can Be Great”in Lithuania
and Prototronin Estonia are various types of entrepreneurial collaborations for
young people. The Estonian initiative Prototronis working to eliminate the funding
gapfortech startups by giving theman opportunity to develop theirideas into work-
ing prototype. Acollaboration between Swedbank, Tallinn University of Technology
and Science Park Tehnopol, Prototron has to date financed 59 projects with EUR 730
000 and helped to get 25 new products to market.

Abusiness networking platform was created bySwedbank in Latvia, the Institute
of Finances and other external partnersin 2013. Thisinnovative digital platform for
current and potential corporate customers facilitates business contacts and develop-
ment between customers and other social networks. In 2018 the Business Network
was visited bymore than 200 000 unique users.
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GRI Standards 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 or moredisclosures are reported for each key topic. Swedbank has

SUSTAINABILITY

the table below with GRI's designations. For key topics that lack GRI disclo-
sures, the bank’s own disclosures have been used. At least one general or
topic-specificdisclosure is reported for each of our key topicsin accordance

with the GRIStandards.

GRI101:Foundation
GRI102: General Disclosures

GRI200: Economic
GRI300: Environmental

; ) ; GRI103:Management Approach GRI400: Social
used one or more of GRI's disclosures where available and report themin
Disclosure Page/reference Global Compact
number Disclosure title number (principle no.)
GRI102: General disclosures
102-1 Name of the organisation Front cover
102-2 Activities, brands, products, and services 99 note G6
102-3 Location of headquarters 55note G1
102-4 Location of operations 2,100 note G7
102-5 Ownership and legal form 20-21
102-6 Markets served 2,100note G7
102-7 Scale of the organisation 2-3
102-8 Information on employees and other workers 106 note G13,200-201 1-6
102-9 Supply chain 198 1-6
102-10 Significant changes to the organisation and its supply chain 4,54 1-10
102-11 Precautionary principle or approach 55note G2, 191 7-9
102-12 Externalinitiatives 188
102-13 Memberships of associations 188

Identified material aspects and boundaries
102-14
Ethics and integrity

Statement from senior decision-maker

6-7

102-16 Values, principles, standards, and norms of behaviour 1,188,191 1-10
Governance
102-18 Governance structure 30-47

102-40 List of stakeholder groups 190
102-41 Collective bargaining agreements 200-201 3
102-42 Identifying and selecting stakeholders 190
102-43 Approach to stakeholder engagement 190
102-44 Key topics and concerns raised 190

Reporting practice

102-45 Entitiesincludedin the consolidated financial statements 31,188

102-46 Defining report content and topic Boundaries 189-193 1-10
102-47 List of key topics 189

102-48 Restatements of information 55note G2,198

102-49 Changesinreporting 189

102-50 Reporting period 188,214

102-51 Date of mostrecent report 188

102-52 Reporting cycle 188

102-53 Contact point for questionsregarding the report 225

102-54 Claims of reportinginaccordance with the GRIStandards 188,205

102-55 GRIcontentindex 205

102-56 External assurance 188,214 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.

One or more disclosures are reported for each key topic. We have 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-specificdisclosureis reported for each of our key topics in accord-

ance with the GRI Standards.

Global
Page/reference Compact
Disclosure number Key topics Topic-specific disclosure number (princip nr) SDG
Sound lending culture 1-10
GRI103: Management Approach
103-1 Explanation of the key topicand its boundary 15,17,188-189,197
103-2 Management 17,30-47,192
103-3 Sustainability management assessment 197
Households with loan-to-value ratio over 70%
of property value 197
Share of households with loan-to-valueratio over
70% thatamortise 197
Responsible owner 1-10
103-1 Explanation of the key topicand its boundary 14,17,188-189,197
103-2 Management 17,30-47,192
103-3 Sustainability management assessment 195-196
G4-FS10 Percentage and number of companies held in the institu-
tion's portfolio with which the reporting organisation has
interacted on environmental or social issues 196 E
Attractive employer 1-6
GRI1103:Management Approach
103-1 Explanation of the key topicand its boundary 16,188-189,200
103-2 Management 30-47,192
103-3 Sustainability management assessment 200-201
GRI1401: Employment
401-1 New employee hires and employee turnover 200 ﬂ E
401-3 Parental Leave 106, note G13 ﬂ E
GR1404: Training and Education
404-1 Average hours of training per year per employee 200 H ﬂ E
Financially stable bank 1-10
GRI103: Management Approach
103-1 Explanation of the key topicand its boundary 14,17,22-29,188-189
103-2 Management 30-47,192
103-3 Sustainability management assessment 3,22-29
GRI201: Economic Performance
201-1 Direct economic value generated and distributed i ﬂ
204 E E
Resultsand ROE 3,50-51
Capital adequacy ratio 90note G4
Profit for the year 3,50-51
Dividend per share 3,20-21
Profitability and competitive
return 1-10

GRI1103:Management Approach

103-1 Explanation of the key topicand its boundary 20-29,188-189
103-2 Management 30-47,192
103-3 Sustainability management assessment 3,22-29
201-1 Direct economic value generated and distributed
204
Resultsand ROE 3,50-51
Capital adequacy ratio 90note G4
Profit for the year 3,20-21
Dividend per share 3,20-21
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Global
Page/reference Compact
Disclosure number Key topics Topic-specific disclosure number (princip nr) SDG
Sustainable procurement 1-10

GRI 103: Management Approach

103-1 Explanation of the key topicand its boundary 15,188-189,198

103-2 Management 30-47,192

103-3 Sustainability management assessment 198

GRI1308: Supplier Environ-

mental Assessment

308-1 New suppliers screened using environmental criteria 198

GRI414: Supplier Social

Assessment

414-1 New suppliers screened using social criteria 198 ﬂ E ﬂ

Sustainable products and services

GRI103:Management Approach

103-1 Explanation of the key topicand its boundary 14-15,188-189

103-2 Management 30-47,192

103-3 Sustainability management assessment 18-19,195

G4-FS6 Percentage of the portfolio for business lines by specific
region, size and by sector 197 H E E

G4-FS7 Monetary value of products and services designed to H E E
deliver a specificsocial benefit for each business line .
broken down by purpose 196 E

G4-FS8 Monetary value of products and services designed to

deliver a specificenviromental benefit for each business

line broken down by purpose 196-197
Gender equality and diversity 1-6
GRI103:Management Approach
103-1 Explanation of the key topicand its boundary 16,188-189
103-2 Management 30-47,192
103-3 Sustainability management assessment 18-19,200

GR1405: Diversity and Equal
Opportunity

405-1

Diversity of governance bodies and employees

30-47,106 note G13,

200 ﬂ E

Prevent climate change

7-9

GRI1103:Management Approach

103-1 Explanation of the key topicand its boundary 16-17,188-189,198

103-2 Management 17,30-47,192

103-3 Sustainability management assessment 18-19,198-199

GRI302:Energy

302-3 Energy intensity E

199 BEA

GRI305: Emissions

305-1

Direct (Scope 1) GHG emissions

198 BA

305-2

Energy indirect (Scope 2) GHG emissions

198 = = |

305-3

Otherindirect (Scope 3) GHG emissions

198 BA

305-4

GHG emissionsintensity

199 BEEAa

Prevent corruption and money laundering

10

GRI103:Management Approach

103-1 Explanation of the key topicand its boundary 15-16,188-189
103-2 Management 30-47,192
103-3 Sustainability management assessment 202
GRI1205: Anti-Corruption
205-1 Operations assessed for risks related to corruption 202 ﬂ
Percentage of suppliers undergoing business ethics
risk assessments 198
Percentage of holdings in fund portfolios undergoing
business ethicsrisk assessments 196
Number of corporate customers undergoing business
ethicsrisk assessments 197
205-2 Communication and training on anti-corruption policies

and procedures

202 A
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SUSTAINABILITY

Global
Page/reference Compact
Disclosure number Key topic Topic-specific disclosure number (princip nr) SDG
Social engagement 1-6
GRI1103: Management Approach
103-1 Explanation of the key topicand its boundary 14,188-189,204
103-2 Management 30-47,192
103-3 Sustainability management assessment 18-19,204
GRI201: Economic Performance
201-1 Direct economic value generated and distributed 204
Sound compensation culture 1-6,10
GRI1103: Management Approach
103-1 Explanation of the key topicand its boundary 188-189,200
103-2 Management 30-47,192
103-3 Sustainability management assessment 106 note G13,200-201
Compensation within Swedbank 106noteG13
GRI1201: Economic performance
201-3 Defined benefit plan obligations and other
retirement plans 106noteG13
GR1405: Diversity and Equal
Opportunity
Gender pay gap 200-201
SecurelT systems 3-6,10
GRI1103:Management Approach
103-1 Explanation of the key topicand its boundary 16,188-189
103-2 Management 30-47,192
103-3 Sustainability management assessment 202
Availability 1-2
GRI103: Management Approach
103-1 Explanation of the key topicand its boundary 188-189
103-2 Management 30-47,192
103-3 Sustainability management assessment 194
GRI-413 Access pointsinlow-populated or economically
disadvantaged areas by type 194 H -
GRI-413 Initiatives toimprove access tofinancial services
fordisadvantaged people 194 H =
Transparentreporting 1-10
GRI1103:Management Approach
103-1 Explanation of the key topicand its boundary 188-189,203
103-2 Management 30-47,192
103-3 Sustainability management assessment 203
201-1 Direct economic value generated and distributed 204
Reporting of taxes for the year 111,note G18,203
Reporting of profit for the year 3,50-51

In 2017 the Annual Accounts Act was amended (chapter 6, paragraph 12)
torequire sustainability reporting. The new requirements stipulate that

a sustainability report must contain the sustainability disclosures needed
to understand the company’s development, financial position and results,

and the consequences of its operations, including disclosures on topics

concerning the environment, social conditions, personnel, respect for
humanrights and preventing corruption. The following table, with page
references tothe report, is presented to clarify how Swedbank meets
the new legal requirements.

Pagereference by area Environment HR Social conditions Humanrights Anti-corruption
Business model 12-13 12-13 12-13 12-13 12-13

Material risks 189,192,198-199 189,192,200-201 189,192,204 189,192,203 189,192,202
Policy, results and indicators 191,198-199 191,200-201 191,204 191,203 191,202

Environmental policy

available on swedbank.com/

sustainability

Occupational healthand
safety policy available on
swedbank.com/sustainability bank.com/sustainability

Gender equality and diversity
policy available on swed-

Humanrights policy Anti-corruption policy
available on swedbank.com/ available on swedbank.com/
sustainability sustainability

Management of risks
report,availableon
swedbank.com

Note G3, page 66, Pillar 3 Note G3, page 66, Pillar 3
report,available on

swedbank.com

Note G3, page 66, Pillar 3
report,availableon
swedbank.com

Note G3, page 66, Pillar 3 Note G3, page 66, Pillar 3
report,available on report,available on
swedbank.com swedbank.com
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SIGNATURES OF THE BOARD OF DIRECTORS AND THE CEO

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, 19 February 2019

Lars Idermark
Chair

Bodil Eriksson

Mats Granryd

Peter Norman

Camilla Linder
Employee representative

Siv Svensson

Ulrika Francke
Vice Chair

Anna Mossberg

Bo Johansson

Magnus Uggla

Roger Ljung
Employee representative

Birgitte Bonnesen
President and CEQ

Our auditors’ report was submitted on 19 February 2019

Deloitte AB

Patrick Honeth
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 2018-01-01 - 2018-12-31
except for the corporate governance statement on pages 30-47. The
annual accounts and consolidated accounts of the company are
included on pages 22-186in this document.

Inour opinion, the annual accounts have been prepared in accord-
ance with the Annual Accounts Act for Credit Institutions and Securi-
ties Companies and present fairly, in all material respects, the financial
position of the parent company as of 31 December 2018 and its finan-
cial 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 prepared in accord-
ance with the Annual Accounts Act for Credit Institutions and Securi-
ties Companies and present fairly, in all material respects, the financial
position of the group as of 31 December 2018 and their financial per-
formance and cash flow for the year then ended in accordance with
International 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 30-47. The statutory administration reportis
consistent with the other parts of the annual accounts and consoli-
dated accounts.

We therefore recommend that the general meeting of sharehold-
ersadopts theincome statement and balance sheet for the parent
company and the group.

Our opinionsinthis report on the 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 com-
mitteeinaccordance with the Audit Regulation (537/2014) Article 11.

Basis for Opinions
We conducted our auditin accordance with International Standards on
Auditing (ISA) and generally accepted auditing standards in Sweden.
Ourresponsibilities under those standards are further described in the
Auditor’'s Responsibilities section. We are independent of the parent
company and the group in accordance with professional ethics for
accountantsin Sweden and have otherwise fulfilled our ethical
responsibilitiesinaccordance with these requirements. Thisincludes
that, based on the best of our knowledge and belief, no prohibited ser-
vicesreferredtointhe 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 s sufficient
and appropriate to provide a basis for our opinions.

Key Audit Matters

Key audit matters of the audit are those matters that, in our profes-
sional judgment, were of most significance in our audit of the annual
accounts and consolidated accounts of the current period. These mat-
ters were addressed in the context of our audit of, and in forming our
opinion thereon, the annual accounts and consolidated accountsasa
whole, but we do not provide a separate opinion on these matters.

Swedbank Annual and Sustainability Report 2018

Judgments and estimates with respect

to valuation of loan receivables

Recognition and measurement of financial instruments as regulated

inIFRS Sisacomplex area with significantimpact on Swedbank’s busi-

nessand financial reporting. IFRS 9is a new and complex accounting
standard which requires significant judgment to determine the loan
loss provision.

Key areas of judgmentinclude:

* Theinterpretation of the requirements to determine loan loss provi-
sions under application of IFRS 9, which is reflected in the Bank's
expected creditloss model.

* Theidentification of exposures with a significant deteriorationin
credit quality.

¢ Assumptions usedin the expected credit loss model such as the
financial condition of the counterparty, expected future cash flows
and forward looking macroeconomic factors (e.g. unemployment
rates, interest rates, gross domestic product growth, property
prices).

At December 31,2018, loans to the publicamounted to 1 627 368 mil-
lion, with loanloss provisions of 6 023 million. Given the significance
of loans to the public (representing 72% of total assets), the impact
from theinherent uncertainty and subjectivity involvedin assessing
loanloss provisions, as well as the extensive disclosures required
under IFRS 9, we consider this to be a key audit matter for our audit.
Refer tocriticaljudgments and estimatesinnote G2and Plinthe
financial statements and related disclosures of credit riskin note G3,
G17,P2andP13.

Our audit proceduresincluded, but were not limited to:

* Weevaluated key controls within the loan loss provision process to
verify if they are appropriately designed and operated effectively
during the year;including key controls for approval, recording and
monitoring of loans, input, accuracy, completeness and approval of
loan loss provision. We also obtained an understanding of the pro-
cess for key decisions from management and committee meetings
that form part of the approval process for loanloss provisions.

« Weinvolved our IT specialists and designed tests to verify if the key

controls operated effectively during the year for the IT application

usedin the creditimpairment process and verified the integrity of
datausedasinput tothe modelsincluding the transfer of data
between source systemsand the impairment models. We obtained
anunderstanding of system-based and manual controls over the
recognition and measurement of loan loss provisions and for key
controls designed tests to verify if the controls operated effectively
during the year.

We assessed, supported by our credit risk modelling specialists, the

modelling technigues and model methodologies against the require-

ments of IFRS 9. We assessed the sufficiency of a selection of the
underlying models developed for loan loss provisions. We involved
our credit risk modelling specialists in the consideration of principal
credit risk modelling decisions against requirements of IFRS 9 and
industry practice. We evaluated key assumptions, evaluated the cal-
culation methodology and traced a sample of loans back to source
data. We re-performed certain model calculations to evaluate the
risk parameterinputs and outputs and ECL (Expected Credit Loss)
amounts for appropriateness. We evaluated key assumptions such
as thresholds used to determine SICR (Significant Increase in Credit

Risk)and forward looking macroeconomic scenarios including the

related weighting.
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* We examined a sample of exposures in detail and performed proce-
duresto evaluate timely identification of exposures with a signifi-
cantdeteriorationincredit quality.

« Forloan loss provision assessed on an individual basis we examined a
selection of individual loan exposure in detail, and evaluated man-
agement assessment of the recoverable amount. We tested the
assumptions underlying the loanloss provision, including forecast of
future cash flows, valuation of underlying collateral and estimates
of recovery ondefault.

« Finally, we assessed the completeness and accuracy of the disclo-
suresrelating toloanloss provision to assess compliance with disclo-
surerequirementsincludedin IFRS.

Valuation of complex or illiquid financial instruments

The valuation of financial instruments is a key area of focus of our

audit given the degree of complexity involved in valuing some of the

financialinstruments and the judgments and estimates made by man-
agement.

At December 31,2018, financial instruments measured at fair
value, comprised of assets of SEK 332 786 million and liabilities of SEK
263965 million. For financial instruments that are actively traded and
for which quoted market prices are available, thereis a high level of
objectivity in determining the market price (level 1 instruments).
When observable market prices are not available, the fair value of such
financial instrument is subject to significant estimation uncertainty
(level 2 and 3instruments). The valuation of suchinstrumentsis
determined through different valuation technigues, which often
includes significant judgments and estimates made by management.
Inouraudit we had a specific focus on the instrumentsin level 2 and 3,
where estimation uncertainty is particularly high, whichis why these
instruments are considered to be a key audit matter for our audit.

Refer tocriticaljudgments and estimatesinnote G2and Pl inthe
financial statement and related disclosures of financial instruments at
fair valuein note G45, G46 and P40.

Our audit proceduresincluded, but were not limited to:

« We obtained an understanding of the key controlsin the valuation
process, and designed tests to verify if the controls operated effec-
tively during the year, which included controls over datainputsinto
valuation models, validation of valuation models and changes to
existing models.

« Forlevel 1instruments, we tested the fair value by comparing
recorded fair values with publicly available market data. For the level
2and 3instruments, we assessed the appropriateness of the models
andinputs. This workincluded valuing a sample of financial instru-
ments using independent models and source data and comparing the
results to Swedbank’s valuations.

 Forinstruments with significant and unobservable inputs, mainly
certainderivatives, we used internal valuation experts to assess and
evaluate the different assumptions used.

* We alsoobtained an understanding of the methodology and inputs
used by management to determine the valuation adjustmentsin the
derivatives portfolio and assessed its alignment with IFRS and mar-
ket practice. We further designed tests to verify that the methodol-
ogy described had beenimplemented.

« Finally, we assessed the completeness and accuracy of the disclo-
suresrelating to financialinstruments at fair value to assess compli-
ance with disclosure requirementsincludedinIFRS.

AUDITORS' REPORT

Impairment of goodwill

At December 31,2018, goodwill amounted to SEK 13 549 million, pri-

marily related to Baltic Banking. According to IAS 36 Impairment of

assets,anassessmentis required annually to establish whether an
impairment of goodwill is required.

Theimpairment assessment is based on future cash flows dis-
counted atan appropriate discountrate. The estimation of future
cash flows and the level to which they are discounted isinherently
uncertain and requires significant judgments. Given the extent of
judgments and the size of the goodwill amount, we consider this to be
akey audit matter for our audit.

Refer tocriticaljudgments and estimatesin Note G2 and P1in the
financial statement and related disclosures of goodwillin note G30
and P26.

Our audit proceduresincluded, but were not limited to:

* We assessed that the methodology and impairment model used are
inaccordance with IAS 36.

* We assessed, together with our valuation experts, the different
judgment areas and assumptions in the discounted cash flow model,
forexamplediscount rates, long-term growth, creditimpairments
and cost levels.

*Key inputsinthe model were agreed to supporting documents, such
as business/financial plans.

* Weevaluated the governance over the impairment testing process
by ensuring the involvement of appropriate competenciesin the
assessmentsand that decisions were made at the correct level.

« Finally, we assessed the completeness and accuracy of the disclo-
sures relating to goodwill to assess compliance with disclosure
requirementsincludedin IFRS.

IT-systems that support complete
and accurate financial reporting
Swedbankis dependent on their IT-systems to (1) serve customers, (2)
support their business processes, (3) ensure complete and accurate
processing of financial transactions and (4) support the overallinter-
nal control framework. Several of Swedbank's internal controls over
financial reporting are depending upon automated application con-
trolsand completeness and integrity of reports generated by the
IT-systems. Given the high dependency on technology, we consider
this tobe akey audit matter for our audit.

Swedbank categorizes theirkey IT-risk and control domains relat-
ing to financial reporting in the following sections:
* Maodifications to the IT-environment
« Operations and monitoring of the IT-environment
* Information security

Modifications to the IT-environment
Inappropriate modifications to the IT-environment may resultin sys-
tems that do not function as expected and resultin unreliable data
processing withimpact on financial reporting. Hence management
hasimplemented processes and controls to support that changes to
theT-environment are appropriately implemented and function con-
sistently with management’sintentions.
Ouraudit proceduresincluded, but were not limited to:
We obtained an understanding and tested key controls to verify if
they operated effectively during the year over;
e management’s principles and processes for modifications to the
IT-environment,
e management’s testing and monitoring of modificationsin the IT-en-
vironment,
* management’s procedures to segregate duties or monitor changes
involving personnel working with development and production envi-
ronments.
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Operations and monitoring of the IT-environment
Inappropriate operation and monitoring of the IT- environment may
resultintheinability toprevent or detectincorrect data processing.
Hence management hasimplemented processes and controls to sup-
port thatIT environmentis continuously monitored and thatincorrect
dataprocessingisidentified and corrected.

Our audit proceduresincluded, but were not limited to:

We obtained an understanding of and tested key controls to verify
if they operated effectively during the year over;
« |T-System job scheduling and alarm configuration capabilities,
¢ |T-System and job monitoring capabilities and alarm monitoring.

Information security
If physical and logical security tools and controls are not implemented
and configured appropriately, key control activities may be ineffec-
tive, desired segregation of duties may not be maintained, and infor-
mation may be modified inappropriately, become unavailable or dis-
closed inappropriately. Thisis of particularimportance considering the
current cyber threat level. Hence management has implemented pro-
cessesand controls to support thatinformationis safeguarded
through access controls and that known vulnerabilities are timely
managed.
Our audit proceduresincluded, but were not limited to:
We obtained an understanding and tested key controls to verify if
they operated effectively during the year over;
e the process for identity and access management, including access
granting, change and removal,
 processes and tools to ensure availability of data as per user
requests and business requirements, including data back-up and
restore procedures,
e security governance and system hardening to protect systems and
datafromunauthorised use, including logging of security events and
procedures toidentify known vulnerabilities.

Other information than the annual accounts

and consolidated accounts

This document also contains other information than the annual
accountsand consolidated accounts andis found on pages 1-21,
187-208,215-224. The Board of Directors and the Managing
Director are responsible for this other information.

Ouropiniononthe 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 consoli-
dated accounts, our responsibility is to read the information identified
above and consider whether the information is materially inconsistent
with the annualaccounts and consolidated accounts. In this procedure
we also takeintoaccount our knowledge otherwise obtainedinthe
audit and assess whether the information otherwise appears to be
materially misstated.

If we, based on the work performed concerning thisinformation,
conclude that there is a material misstatement of this other informa-
tion, we arerequired to report that fact. We have nothing toreportin
thisregard.
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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 accounts and
that they give a fair presentationin accordance with the Annual
Accounts Act for Credit Institutions and Securities Companies and,
concerning the consolidated accounts, in accordance with IFRS as
adopted by the EU. The Board of Directors and the Managing Director
arealsoresponsible for suchinternal control as they determine is nec-
essary toenable the preparation of annual accounts and consolidated
accountsthat are free from material misstatement, whether due to
fraudorerror.

In preparing the annual accounts and consolidated accounts, The
Board of Directors and the Managing Director are responsible for the
assessment of the company’s and the group’s ability to continueasa
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 applied if the Board of
Directors and the Managing Director intend to liquidate the company,
to cease operations, or have norealisticalternative 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
Ourobjectives are to obtain reasonable assurance about whether the
annual accounts and consolidated accounts as a whole are free from
material misstatement, whether due tofraud or error,and toissue an
auditor'sreport that includes our opinions. Reasonable assuranceis a
high level of assurance, butis not a guarantee that an audit conducted
inaccordance with ISAs and generally accepted auditing standards in
Sweden will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered mate-
rial if,individually orin the aggregate, they could reasonably be
expected toinfluence the economic decisions of users taken on the
basis of these annual accounts and consolidated accounts.
Afurtherdescription of our responsibilities for the audit of the
annual accounts and consolidated accountsis located at the Swedish
Inspectorate of Auditors website: www.revisorsinspektionen.se/
revisornsansvar. Thisdescription forms part of the auditor’sreport”.
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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
Directorsand the Managing Director of Swedbank AB (publ) for the
financial year 2018-01-01 - 2018-12-31 and the proposed appropria-
tions of the company's profit or loss.

We recommend to the general meeting of shareholders that the
profit to be appropriatedinaccordance with the proposalin the statu-
tory administration report and that the members of the Board of
Directorsand the Managing Director be discharged from liability for
thefinancial 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 inde-
pendent of the parent company and the group inaccordance with pro-
fessional ethics for accountants in Sweden and have otherwise fulfilled
our ethical responsibilitiesinaccordance with these requirements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinions.

Responsibilities of the Board of Directors

and the Managing Director

The Board of Directorsis responsible for the proposal for appropria-
tions of the company’s profit or loss. At the proposal of a dividend, this
includes anassessment of whether the dividend s justifiable consid-
ering the requirements which the company’s and the group’s type of
operations, size andrisks place on the size of the parent company’s
and the group’s equity, consolidation requirements, liquidity and posi-
tionin general.

The Board of Directorsis responsible for the company’s organiza-
tion and the administration of the company's affairs. Thisincludes
among other things continuous assessment of the company’s and the
group's financial situation and ensuring that the company’s organiza-
tionisdesigned sothat the accounting, management of assets and
the company’s financial affairs otherwise are controlled in a reassur-
ing manner. The Managing Director shall manage the ongoing admin-
istration according to the Board of Directors’ guidelines and instruc-
tionsand among other matters take measures that are necessary to
fulfill the company's accounting in accordance 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

toassess withareasonable degree of assurance whether any member

of the Board of Directors or the Managing Director in any material

respect:

ehas undertaken any action or been guilty of any omission which can
giverise to liability to the company, or

«inany other way has actedin 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.

AUDITORS' REPORT

Our objective concerning the audit of the proposed appropriations
of the company’s profit or loss, and thereby our opinion about this, is
toassess withreasonable degree of assurance whether the proposal
isinaccordance with the Companies Act.

Reasonable assuranceis a high level of assurance, butisnota
guarantee thatan audit conducted in accordance with generally
accepted auditing standards in Sweden will always detect actions or
omissions that can give rise toliability to the company, or that the pro-
posed appropriations of the company’s profit or loss are not in accord-
ance with the Companies Act.

Afurther description of our responsibilities for the audit of the
management’sadministrationislocated at the Swedish Inspectorate
of Auditors website: www.revisorsinspektionen.se/rn/showdocu-
ment/documents/rev_dok/revisors_ansvar.pdf. This description
forms part of the auditor’sreport.

The Auditor’s Examination of the

Corporate Governance Statement

The Board of Directorsis responsible for that the corporate govern-
ance statement on pages 30-47 has been preparedin accordance
withthe Annual Accounts Act.

Our examination of the corporate governance statement is con-
ductedinaccordance with FAR s auditing standard RevU 16 The audi-
tor’sexamination of the corporate governance statement. This
means that our examination of the corporate governance statement
isdifferentand substantially less in scope than an audit conductedin
accordance with International Standards on Auditing and generally
accepted auditing standards in Sweden. We believe that the examina-
tion has provided us with sufficient basis for our opinions.

Acorporate governance statement has been prepared. Disclo-
suresinaccordance with chapter 6 section 6 the second paragraph
points 2-6 of the Annual Accounts Act and chapter 7 section 31 the
second paragraph the same law are consistent with the other parts of
the annualaccountsand consolidated accounts and arein accordance
with the Annual Accounts Act for Credit Institutions and Securities
Companies.

Deloitte AB, was appointed auditor of Swedbank AB by the gen-
eralmeeting of the shareholders on March 22,2018 and has been the
company’s auditor since prior toJune 17,1994,

Stockholm February 19,2019
Deloitte AB

Patrick Honeth
Authorised publicaccountant
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SUSTAINABILITY REPORT - ASSURANCE REPORT

Auditor’s Limited Assurance
Report on Swedbank AB’s
Sustainability Report

To Swedbank AB, corporate identity number 502017-7753
Thisisthe translation of the auditor’s report in Swedish.

Introduction

We have been engaged by the Board of Directors and the President of
Swedbank ABto undertake alimited assurance engagement of the
Swedbank AB'’s Sustainability Report for the year 2018. The Company
hasdefined the scope of the Sustainability Report on page 188.

Responsibilities of the Board of Directors and the

Executive Management for the Sustainability Report

The Board of Directors and the Executive Management are responsi-
ble for the preparation of the Sustainability Reportin accordance with
the applicable criteria, as explained on page 188in the Sustainability
Report,and are the parts of the Sustainability Reporting Guidelines
(published by The Global Reporting Initiative (GRI)) which are applica-
ble to the Sustainability Report, as well as the accounting and calcula-
tion principles that the Company has developed. This responsibility
alsoincludes theinternal control relevant to the preparation of a Sus-
tainability Report that s free from material misstatements, whether
duetofraudorerror.

Responsibilities of the auditor

Ourresponsibility is to express a conclusion on the Sustainability
Report based on the limited assurance procedures we have per-
formed.

We conducted our limited assurance engagementin accordance
withISAE 3000 Assurance Engagements Other than Audits or
Reviews of Historical Financial Information. A limited assurance
engagement consists of making inquiries, primarily of persons respon-
sible for the preparation of the Sustainability Report, and applying
analytical and other limited assurance procedures. The procedures
performedinalimited assurance engagement vary in nature from, and
are lessinextent thanfor, areasonable assurance engagement con-
ductedinaccordance withIAASB's Standards on Auditing and other
generally accepted auditing standards in Sweden.

The firm applies ISQC 1 (International Standard on Quality Control)
and accordingly maintains a comprehensive system of quality control
including documented policies and procedures regarding compliance
with ethical requirements, professional standards and applicable legal
and regulatory requirements. We are independent of Swedbank ABin
accordance with professional ethics for accountantsin Sweden and
have otherwise fulfilled our ethical responsibilities in accordance with
theserequirements.

The procedures performed consequently do not enable us to
obtain assurance that we would become aware of all significant mat-
tersthat might beidentifiedin a reasonable assurance engagement.

Accordingly, the conclusion of the procedures performed do not
express areasonable assurance conclusion.

Our procedures are based on the criteria defined by the Board of
Directors and the Executive Management as described above. We con-
sider these criteria suitable for the preparation of the Sustainability
Report.

We believe that the evidence we have obtained is sufficient and
appropriate to provide a basis for our conclusion below.

Conclusion

Based onthelimited assurance procedures we have performed, noth-
ing has come to our attention that causes us to believe that the Sus-
tainability Report, is not prepared, in all material respects, in accord-
ance with the criteria defined by the Board of Directors and Executive
Management.

Stockholm 19 February 2019

Deloitte AB

PatrickHoneth Elisabeth Werneman
Authorised Public Authorised Public
Accountant Accountant

Auditor’s report on the statutory
sustainability report

To the general meeting of the shareholders in Swedbank AB (publ), corporate identity number 502017-7753

Engagement and responsibility

Itisthe board of directors whois responsible for the statutory sus-
tainability report for the year 2018 on pages 12-13,66,189,191-192,
198-204and thatit has been preparedinaccordance with the Annual
Accounts Act for Credit Institutions and Securities Companies.

The scope of the audit

Our examination has been conducted in accordance with FAR's audit-
ing standard RevR 12 The auditor s opinion regarding the statutory
sustainability report. This means that our examination of the statu-
tory sustainability reportis substantially different and less in scope
thananaudit conducted in accordance with International Standards
on Auditing and generally accepted auditing standards in Sweden.
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We believe that the examination has provided us with sufficient
basis for our opinion.

Opinion
Astatutory sustainability report has been prepared.

Stockholm 19 February 2019
Deloitte AB

Patrick Honeth
Authorised Public Accountant
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ANNUAL GENERAL MEETING

Annual General Meeting

The Annual General Meeting will be held at Oscarsteatern,
Kungsgatan 63, Stockholm on Thursday, 28 March 2019.

Notification of attendance

Shareholders who wish to attend the Annual General Meeting must:

¢ berecordedinthe shareregister maintained by Euroclear Sweden
AB (Euroclear)on 22 March 2019.

¢ notify the company of their intention to participate and the number
of persons who willaccompany them (max. 2) well before and pref-
erably not later than 22 March 2018.

Notification may be submitted online at www.swedbank.com/ir under
Corporate Governance/Annual General Meeting orin writing to Swed-
bank, c/oEuroclear, Box 7839, SE-103 98 Stockholm, Sweden marking
the envelope “Swedbank’s AGM” or by telephone +46 8402 90 60.
When notifying the company, please indicate your name, personal/
company registration number (for Swedish citizens or companies),
address and telephone number. Participation by proxy is permitted,
provided the proxyisnomore than one year old and is submitted to
Swedbank wellin advance of the meeting, preferably not later than 22
March 2019. Ifissued by alegal entity, the proxy must be accompanied
by acertified registration certificate or other document attesting to
the authority of the signatory.

Nominee-registered shares

Tobeentitled toattend the meeting, shareholders whose shares are
nominee-registered mustrequest to have them temporarily re-regis-
teredin theirown namesin the shareholders' register maintained by
Euroclear. There-registration process must be completed by the nom-
inee wellinadvance of therecord day 22 March 2019.

Notice and agenda

Alist of the items on the agenda for the Annual General Meeting is
included in the notice of the meeting. The notice will be published no
laterthan 20 February 2019 at http://www.swedbank.com/ir under
the heading Annual General Meeting and in Post och Inrikes Tidningar
(The Official Swedish Gazette) on 22 February. An announcement of
notice publication will also be published in Dagens Nyheter and else-
where.

Dividend

TheBoard of Directors recommends that shareholders receive
adividend of SEK 14,20 per ordinary share. The proposed record day
forthedividendis 1 April2019. Thelast day for trading in Swedbank’s
sharesincluding theright to the dividend is 28March 2019. If the
Annual General Meeting adopts the Board of Directors' recommenda-
tion, the dividend is expected to be paid by Euroclearon 4 April 2019.
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MARKET SHARES

Market shares

Market shares, per cent Volumes, SEKbn
Sweden 2018 2017 2016 2015 2014 2018 2017 2016 2016 2015
Private Market
Deposits? 20 20 20 20 21 381 357 337 310 286
Lending 23 23 23 23 24 904 867 825 770 731
of which mortgage lending 24 24 25 25 25 800 761 720 665 627
Bank Cards (thousands) na. n.a. na. na. n.a. 4291 4226 4152 4066 3903
Corporate Market
Deposits? 18 17 18 17 16 186 173 163 140 126
Lending? 18 18 20 20 20 415 399 403 391 381
Market shares, per cent Volumes, SEKbn
Baltic countries 2018 2017 2016 2015 2014 2018 2017 2016 2016 2015
Private Market
Estonia (as of 2018-11)
Deposits 55 55 55 55 54 43 39 35 30 29
Lending 47 46 47 47 46 40 36 33 30 29
of which mortgage lending 46 46 46 46 45 36 33 30 27 27
Bank Cards (thousands) (as of
2017-09) 62 60 60 60 60 966 1118 1108 1104 1100
Latvia (as of 2018-09)
Deposits 34 32 31 28 28 29 26 24 20 19
Lending 33 31 31 29 29 18 17 16 15 16
of which mortgage lending 37 34 34 31 31 15 14 14 13 14
Bank Cards (thousands) 46 45 43 43 42 1007 1000 988 982 978
Lithuania (as of 2018-09)
Deposits 42 40 40 37 37 54 47 43 34 33
Lending 35 34 34 28 28 33 29 26 19 18
of which mortgage lending 35 33 33 26 27 30 26 23 16 16
Bank Cards (thousands) 51 51 50 48 49 1664 1673 1705 1659 1700
Market shares, per cent Volumes, SEKbn
Baltic countries 2018 2017 2016 2015 2014 2018 2017 2016 2016 2015
Corporate Market
Estonia (as of 2018-11)
Deposits 47 43 43 41 36 40 35 35 32 28
Lending 37 37 34 34 34 42 37 34 31 31
Latvia (as of 2018-09)
Deposits 25 15 15 12 12 19 17 19 18 17
Lending 19 17 16 17 17 16 15 15 17 16
Lithuania (as of 2018-09)
Deposits 27 25 25 24 22 21 18 17 13 13
Lending 19 18 18 23 23 20 18 19 21 19

1) Swedbank has updated the definitions of corporate lending and deposits in Sweden from Q2 2018. Corparate 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 - GROUP

Five-year summary

Key ratios 2018 2017 2016 2015 2014
Profit

Return on equity, % 161 151 158 135 150
Return on equity continuing operations, % 161 151 158 135 15,2
Return on total assets, % 0,84 0,79 082 0,67 0,80
Cost/income ratio 0,38 0,39 0,38 043 0,44
Net interest margin before trading interest is deducted, % 1,02 1,03 1,01 0,98 1,10

Capital adequacy

Common Equity Tier 1 ratio, % 16,3 24,6 25,0 241 212
Tier 1 capital ratio, % 180 273 28,7 26,9 22,4
Total capital ratio, % 215 30,7 31,8 30,3 25,5
Common Equity Tier 1 capital 103812 100510 98679 93926 87916
Tier 1 capital 114761 111560 112960 104550 92914
Total own Funds 136993 125256 125189 117819 105588
Risk exposure amount 637 882 408351 394135 389098 414214

Credit quality

Credit impairment ratio, % 0,03 0,08 0,09 0,04 0,03
Total credit impairment provision ratio, % 0,37 n/a n/a n/a n/a
Share of Stage 3 loans, gross, % 0,69 n/a n/a n/a n/a
Share of impaired loans, gross, % n/a 0,55 0,52 0,40 041
Provision ratio for impaired loans, % n/a 34 33 40 35
Total provision ratio for impaired loans, % n/a 45 46 56 53
Other data 2018 2017 2016 2015 2014
Private customers, million ) 73 7.4 7.3 7.2 7,29
Corporate customers, thousands 620 625 651 640 642
Full-time employees 14865 14588 14061 13893 14583
Branches 2 519 565 603 658 709
ATMs 2 1166 1199 1238 1290 1397

1)Number of private customers in the baltic countries are reported according to a new definition as from 2015, lowering the reported number of customers by approximately 0.8 million for 2014.
Historical figures have been restated accordingly.
2)Including savings banks and partly owned banks.
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FIVE-YEAR SUMMARY - GROUP

Comments to five-year summary

2018 - Profitfor the yearrose 9 percent to SEK 21 162m, compared with
SEK'19350m 2017. Theincrease was due to higher netinterestincome
and net commissionincome as wellasanincrease in other income. Lower
creditimpairmentsalso contributed positively. Incomeincreased 5 per cent
toSEK44 222m (42 203).Expensesrose to SEK 16 835m (16 415), largely
duetoincreased staff costs following the acquisition of PayEx. Credit
impairments according to IFRS 9 amounted to SEK521m.

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 115mon the sale of
VisaEurope.Incomeincreased 4 per centto SEK42438m (40821).
Expensesrose to SEK 16415m (15627) mainly due toincreased staff
costs. Arestructuring reserve of SEK 300m was established during the
yearduetochangesintheIT organisation. PayEx added SEK 194mto
expenses. FX effectsraised expenses by SEK64m. Creditimpairments fell
toSEK'1285m (1 367)duetolower provisions for ail related commitments
within Large Corporates &Institutions. Creditimpairmentsincreasedin
Swedish Banking due to provisions for anumber of individual commitments
while Baltic Bankingreported net recoveries

2016 - Profit for the yearincreased by 24 per cent to SEK 19539m
(15727).Increased income, mainly due to the sale of Visa Europe, improved
net gains andlosses onfinancial items within Group Treasury and higher
netinterestincome contributed positively to theresult.

Expensesdecreasedto SEK 15627m(15816). The main reason was
higher compensation to the savings banks due to higher lending margins
during the year. Staff costs amounted to SEK9376m (3 395). Credit

impairmentsincreased to SEK1 367m (594) due toincreased provisions
within Large Corporates &Institutions for oil related commitments,
while Swedish Banking and Baltic Banking reported net recoveries during
the period.

2015 - Theresult for the year decreased by 4 per cent, mainly due to
lower net gains andlosses on financial items at fair value and a one-off
tax expense. Expensesdecreased by 7 per cent and was due to one-off
expensesof SEK615min connection with the acquisition of Sparbanken
Oresundin 2014, but also due to efficiencies. Impairment of intangible
assets consisted of an IT system writedown and the writedown of a previ-
ously acquired asset management assignment. Total lending to the public,
excluding repos and the Swedish National Debt Office, increased by 3 per
cent, primarily driven by private mortgage lending. Swedbank’s increased
deposits were mainly driven by Swedish Banking

2014 - Profit before creditimpairmentsincreased by 7 per cent. All
business segments, as well as the acquisition of Sparbanken Oresund, con-
tributed to higherincome. Stronger commissionincome and netinterest
income contributed the most. Net gains and losses on financial items also
increased, while otherincome decreased excluding the one-off effect of
SEK 461m from the acquisition of Sparbanken Oresund. Expenses
increased by 6 per centto SEK17 119m, slightly below the expense target.
Of these expenses, SEK615m were one-off expenses attributable to the
acquisition of Sparbanken Oresund during the second quarter 2014.
Excluding Sparbanken Oresund, expenses decreased slightly.

Income statement, SEKm 2018 2017 2016 2015 2014
Net interest income 25228 24595 22850 22476 22159
Net commissions 12836 12 206 11502 11199 11204
Net gains and losses on financial items 211e 1934 2231 571 1986
Net insurance 1192 937 754 708 581
Share of profit or loss of associates 1028 736 2263 863 980
Other income 1826 1795 1017 1290 1911
Total income 44 222 42 203 40617 37 107 38821
Staff costs 10284 9945 9376 9395 10259
Other expenses 5865 5870 5622 5749 6142
Depreciation/amortisation of tangible and intangible fixed assets 686 600 629 672 718
Total expenses 16 835 16 415 15627 15816 17 119
Profit before impairments 27 387 25788 24990 21291 21702
Impairments of intangible fixed assets 306 175 35 254 1
Impairments of tangible fixed assets 8 21 31 72 256
Credit impairments 521 1285 1367 594 419
Operating profit 26552 24 307 23557 20371 21026
Tax expense 5374 4943 4005 4625 4301
Profit from continuing operations 21178 19364 19552 15746 16725
Profit for the period from discontinued operations, after tax -6 -262
Profit for the year 21178 19364 19552 15740 16463
Profit for the year attributable to:

Shareholders in Swedbank AB 21162 19350 19539 15727 16 447
Non-controlling interests 16 14 13 13 16

Swedbank Annual and Sustainability Report 2018



219

FIVE-YEAR SUMMARY - GROUP

Balance sheet, SEKm 2018 2017 2016 2015 2014
Loans to credit institutions 36 268 30746 32197 86418 113820
Loans to the public 1627368 1535198 1507247 1413955 1404507
Interest-bearing securities

Treasury bills and other bills eligible for refinancing with central banks 99579 85903 107571 76552 46225

Bonds and other interest-bearing securities 53312 59131 74501 88610 124 455
Shares and participating interests

Financial assets for which customers bear the investment risk 177 868 180320 160114 153442 143319

Shares and participating interests 4921 19850 23897 11074 9931

Shares and participating interests in associates 6088 6357 7319 5382 4924
Derivatives 39665 55680 87811 86 107 123202
Others 201023 239451 153546 227315 150914
Total assets 2246092 2212636 2154203 2148855 2121297
Amounts owed to credit institutions 57218 68055 71831 150493 171453
Deposits and borrowings from the public 920750 855609 792924 748271 676679
Debt securities in issue 804 360 844 204 841673 826535 835012
Financial liabilities for which customers bear the investment risk 178662 181124 161051 157836 146177
Derivatives 31316 46 200 85589 68681 85694
Other 81993 58364 44176 49 084 69952
Subordinated liabilities 34184 25508 27 254 24613 18957
Equity 137609 133572 129705 123342 117373
Total liabilities and equity 2246092 2212636 2154203 2148855 2121297
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THREE-YEAR SUMMARY - BUSINESS SEGMENTS

Three-year summary
s [ J (]

wedish Banking
SEKm 2018 2017 2016
Income statement
Net interest income 15403 15103 13969
Net commissions 75385 7481 6967
Net gains and losses on financial items 400 398 306
Share of profit or loss of associates 693 654 618
Otherincome 1484 1311 583
Total income 25575 24947 22443
Staff costs 3116 3137 3106
Variable staff costs 71 103 136
Other expenses 5776 5621 5517
Depreciation/amortization 57 67 97
Total expenses 9020 8928 8856
Profit before impairments 16 555 16 019 13587
Impairment of intangible assets 80
Impairment of tangible assets
Credit impairments 727 413 -51
Operating profit 15828 15526 13638
Tax expense 3047 2946 2768
Profit for the year attributable to:
Shareholders of Swedbank AB 12 765 12 566 10857
Non-controlling interests 16 14 13
Balance sheet, SEKbn
Cash and balances with central banks
Loans to credit institutions 6 5 5
Loans to the public 1188 1150 1135
Bonds and other interest-bearing securities
Financial assets for which customers bear inv. risk 174 176 156
Derivatives
Other assets 9 15 10
Total assets 1377 1346 1306
Amounts owed to credit institutions 28 26 24
Deposits and borrowings from the public 564 530 500
Debt securities in issue
Financial liabilities for which customers bear inv. risk 174 177 157
Derivatives
Other liabilities 548 556 572
Subordinated liabilities
Total liabilities 1314 1289 1253
Allocated equity 63 57 53
Total liabilities and equity 1377 1346 1306
Income items
Income from external customers 25519 24845 22342
Income from transactions with other business areas 56 102 101
Key ratios
Return on allocated equity, % 20,8 22,5 20,5
Loans/deposits 213 219 229
Loans, excluding repurchase agreements and Swedish National Debt Office, SEKbn 1188 1150 1135
Deposits, excluding repurchase agreements andSwedish National Debt Office, SEKbn 559 525 496
Credit impairment ratio, % 0.06 0.04 0.00
Cost/income ratio 0.35 0.36 0.39
Risk exposure amount 382 171 182
Full-time employees 3846 3980 4090
Allocated equity, average, SEKbn 61 56 53
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THREE-YEAR SUMMARY - BUSINESS SEGMENTS

Three-year summary
Balti i

altic Banking
SEKm 2018 2017 2016
Income statement
Net interest income 4768 4221 3994
Net commissions 2503 2364 2074
Net gains and losses on financial items 272 220 220
Share of profit or loss of associates
Otherincome 737 621 520
Total income 8280 7 426 6808
Staff costs 946 858 828
Variable staff costs 57 50 64
Other expenses 1840 1666 1546
Depreciation/amortization 91 102 113
Total expenses 2934 2676 2551
Profit before impairments 5346 4750 4257
Impairment of intangible assets
Impairment of tangible assets 8 21 21
Credit impairments -208 -97 -35
Operating profit 5546 4826 4271
Tax expense 802 822 580
Profit for the year attributable to:
Shareholders of Swedbank AB 4744 4004 3691
Non-controlling interests
Balance sheet, SEKbn
Cash and balances with central banks 3 3 3
Loans to credit institutions
Loans to the public 169 149 140
Bonds and other interest-bearing securities 1 2 1
Financial assets for which customers bear inv. risk 4 4 4
Derivatives
Other assets 73 52 47
Total assets 250 210 195
Amounts owed to credit institutions
Deposits and borrowings from the public 221 185 171
Debt securities in issue 1
Financial liabilities for which customers bear inv. risk 5 4 4
Derivatives
Other liabilities
Subordinated liabilities
Total liabilities 227 189 175
Allocated equity 23 21 20
Total liabilities and equity 250 210 195
Income items
Income from external customers 8280 7426 6811
Income from transactions with other business areas
Key ratios
Return on allocated equity, % 20,6 19,2 181
Loans/deposits 77 81 83
Loans, excluding repurchase agreements and Swedish National Debt Office, SEKbn 170 149 140
Deposits, excluding repurchase agreements andSwedish National Debt Office, SEKbn 221 185 170
Credit impairment ratio, % -0.13 -0.07 -0.03
Cost/income ratio 0.35 0.36 0.37
Risk exposure amount 89 82 79
Full-time employees 3569 3476 3642
Allocated equity, average, SEKbn 23 21 20
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THREE-YEAR SUMMARY - BUSINESS SEGMENTS

Three-year summary
Large Corporates & Institutions

Income statement

Net interest income 3963 3545 3333
Net commissions 2620 2348 2336
Net gains and losses on financial items 1791 1854 2068
Share of profit or loss of associates

Other income 158 123 77
Total income 8532 7870 7814
Staff costs 1420 1454 1529
Variable staff costs 208 148 233
Other expenses 2168 1837 1652
Depreciation/amortization 84 78 76
Total expenses 3880 3517 3490
Profit before impairments 4652 4353 4324
Impairment of intangible assets 35
Impairment of tangible assets 8
Credit impairments 13 969 1482
Operating profit 4639 3384 2799
Tax expense 1005 725 456
Profit for the year attributable to:

Shareholders of Swedbank AB 3634 2659 2343

Non-controlling interests

Balance sheet, SEKbn

Cash and balances with central banks 3 8 2
Loans to credit institutions 116 54 43
Loans to the public 260 228 228
Bonds and other interest-bearing securities 46 27 34
Financial assets for which customers bear inv. risk

Derivatives 46 63 97
Other assets 17 39 33
Total assets 488 419 437
Amounts owed to credit institutions 209 179 164
Deposits and borrowings from the public 143 138 127
Debt securities in issue 13 18 18
Financial liabilities for which customers bear inv. risk

Derivatives 45 60 103
Other liabilities 53 5
Subordinated liabilities

Total liabilities 463 395 417
Allocated equity 25 24 20
Total liabilities and equity 488 419 437
Income items

Income from external customers 8405 7823 7760
Income from transactions with other business areas 127 47 54
Key ratios

Return on allocated equity, % 143 12,0 12,0
Loans/deposits 157 158 148
Loans, excluding repurchase agreements and Swedish National Debt Office, SEKbn 220 203 178
Deposits, excluding repurchase agreements andSwedish National Debt Office, SEKbn 140 128 116
Credit impairment ratio, % 0.01 0.40 0.59
Cost/income ratio 0.45 0.45 0.45
Risk exposure amount 146 137 110
Full-time employees 1256 1266 1304
Allocated equity, average, SEKbn 25 22 20

Swedbank Annual and Sustainability Report 2018



223

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
Total risk 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.

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 value IRB

The exposure after taking into account credit risk mitigation with substi-
tution effectsand credit conversion factors, the exposure valueis the
value to which therisk weight is applied when calculating the risk exposure
amount.

Leverage ratio
Tier 1 capitalinrelation to the total exposure measure, where the
exposure measure includes both on- and off-balance sheet items.

Loss given default (LGD)

Loss givendefault (LGD) measures how large a proportion of the exposure
amount thatis expectedtobe lostinthe event of default.

ALTERNATIVE PERFORMANCE MEASURES

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.8% of total risk exposure amount.

Own funds
Thesumof Tier 1 and Tier 2 capital.

Probability of default (PD)
The probability of default (PD) indicates therisk that a counterparty
or contract will default 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 capital and Additional Tier 1 capital
accordingtoarticle25inCRR.

Tier 1capital ratio
Tier 1 capitalinrelation to the total risk exposure amount.

Tier 2 capital

Capitalinstruments and subordinated loans and related share premium
accounts that fulfill certain regulatory conditions after considering
regulatory adjustments.

Total capital ratio
Ownfundsinrelation tothe total risk exposure amount.

Allocated equity

Allocated equity is the operating segment’s equity measure andisnota
measure thatisdirectly required by IFRS. The Group’s equity attributable
toshareholdersisallocated to each operating segment based on capital
adequacy rulesand estimated capital requirements based on the bank’s
internal Capital Adequacy Assessment Process (ICAAP).

Cost/income ratio
Total expensesinrelationtototalincome.

Credit impairment provision ratio Stage 3 loans
Creditimpairment provisions Stage 3inrelation 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.

Equity per share
Shareholders’equity inrelation to the number of shares outstanding.

Loan/deposit ratio

Lending to the public excluding Swedish National Debt Office and
repurchase agreementsin relation to deposits from the publicexcluding
Swedish National Debt Office and repurchase agreements.

Net interest margin
Callculated as Netinterest margin, inrelation toaverage total assets. The
averageis calculated using month-end figures, including the prior yearend.

Net interest margin before trading interest is deducted

Calculatedas Netinterest margin before trading interest is deducted,
inrelationtoaverage total assets. The average is calculated using month-
end figures, including the prior yearend.

Net stable funding ratio (NSFR)

NSFR aims to have a sufficiently large proportion of stable fundingin
relationtolong-termassets. The measureis governed by the EU’s Capital
Requirements Regulation (CRR); however no calculation methods have
yet been established. Consequently, the measure cannot be calculated
basedoncurrentrules.NSFRis presented in accordance with Swedbank’s
interpretation of the Basel Committee’s recommendation (BCBS295).

Provision ratio for impaired loans (2017)

Provisions forimpaired loans assessed individually in relation toimpaired
loans, gross.
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DEFINITIONS

ALTERNATIVE PERFORMANCE MEASURES, CONT.

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 toaverage allocated 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 to shareholders’ of the parent company. The averageis
calculated using month-end figures, including the prior year end.

Return on total assets
Profitfor the financial yearinrelationtoaverage total assets. The average
is calculated using month-end figures, including the prior year end.

Share of impaired loans, gross (2017)

Carrying amount of impaired loans, gross, inrelation to the carrying
amount of loans to credit institutions and the public excluding provisions.

OTHER

Share of impaired loans, net (2017)
Carryingamount of impaired loans, net, inrelation to the carrying amount
of loans to creditinstitutions and the public.

Share of Stage 3 loans, gross
Carryingamount of Stage 3 loans, gross, in relation to the carrying amount
of loans tocreditinstitutions and the public excluding provisions.

Total credit impairment provision ratio
Creditimpairment provisionsinrelation to the gross carrying amount loans

Total provision ratio for impaired loans (2017)
Allprovisions (individually assessed and portfolio) for loansin relation to
impaired loans, gross.

Cash flow per share
Cashflow for the yearinrelation to the weighted average number
of shares outstanding during the year.

Credit impairment

Establishedlosses and provisions for the year less recoveries related
toloansaswellasthe year's net expenses for guarantees and other
contingentliabilities.

Default

Creditexposures are regarded to be indefault if there has been an assess-
mentindicating that the counterpartis unlikely to pay its credit obligations
asagreedorif the counterpartis past due more than 90 days.

Duration
The average weighted maturity of payment flows calculated at present
value and expressed in number of years.

Earnings per share after dilution

Profit for the year allocated to shareholdersin relation to the weighted
average number of shares outstanding during the year, rightsissue adjust-
ment factorincluded, adjusted for the dilution effect of potential shares.

Earnings per share before dilution

Profitfor the yearallocated to shareholdersin relation to the weighted
average number of shares outstanding during the year, rightsissue adjust-
ment factor included.

Exposure at default (EAD)

Exposure at default (EAD) measures the utilised exposure at default. For
off-balance sheet exposures, EADis calculated by using a credit conversion
factor (CCF) estimating the future utilisation level of unutilised amounts.

Impaired loans (2017)

Loans where thereis, onindividual level, objective evidence of a loss event,
and where thisloss event hasanimpact on the cash flow of the exposure.
Impaired loans, gross, less specific provisions for loans assessed individu-
ally constitute impairedloans, net.

Individual provisions (2017)
Provisions forindividual exposures classified asimpaired.

Interest fixing period
Contracted period during which interest onanasset or liability is fixed.

Liquidity Coverage Ratio (LCR)

The LCRwasintroduced by the EU through the Delegatedact on LCRin
October 2015. The LCRisused todefine aguantitative regulatory require-
ment on European banks' liquidity risk. A LCR ratio above 100% implies
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that the bank has enough of liquid assets to coverits liquidity over 30
calendar day time horizon under a significantly severeliquidity stress
scenario.

Maturity
The timeremaining until an asset or liability’s terms change or its
maturity date.

Net asset value per share

Shareholders’equity according to the balance sheet and the equity portion
of the difference between the book value and fair value of the assets and
liabilities divided by the number of shares outstanding at 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 to shareholders.

Portfolio provisions (2017)

Aninterim step toindividual provisions The provisions arerelated toaloss
event withinagroup of exposures with similar credit risk characteristics.
Alossevent has taken place but theimpact cannot yet be connected toan
individual exposure. Theimpact of the loss event can be reliably calculated
onagroup of exposures.

Price/equity
Theshare price at year-end inrelation to the equity per share at year-end.

Restructured loan
Aloan where the terms have been modified to more favorable for the
borrower, due to the borrower’s financial difficulties.

Total return
Share price development during the year including the actual dividend, in
relation tothe 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 lossin value of a portfolio with
agiven probability over a certain time horizon.

Yield
Dividend per shareinrelation tothe share price at year-end.
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GregoriKaramouzis

Head of Investor Relations

Telephone: +46 72 74063 38

E-mail: gregori.karamouzis@swedbank.com

Fredrik Nilzén

Head of Sustainability

Telephone: +46 76 7731926
E-mail: fredrik.nilzen@swedbank.se
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