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Annual General Meeting 2018

The Annual General Meeting will be held at Cirkus, Djurgardsslatten 43-45, Stockholm, Sweden at

11amonThursday, 22 March. The proposed record day for the dividend is 26 March 2018. Thelast

day for trading in Swedbank’s shares including the right to the dividend is 22 March 2018. For more
information, see page 203 and the notice of the AGM at www.swedbank.com. While every care has
beentakeninthe translation of thisannual and sustainability report, readers are reminded that the
original annual and sustainability report, signed by the Board of Directors, is in Swedish.



P Vision

We enable people,
businesses and society
to grow.

» Purpose

We promote a sound

and sustainable financial
situation for the many
households and businesses.

» Values

The bank’s values express
our engagement and long-
term value creation. They
are based on openness,
simplicity and caring.
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SWEDBANK IN BRIEF

Available full-service bank
in four home markets

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 the product areas loans,
payments and savings and serve customers with simple as well

as more complex needs.

Sweden
Population: 10.1 million
Private customers: 4.1 million
Corporate customers: 270 000
Organisations: 68000
Branches: 218

Digitally active customers:

3.1 million /
Cards: 4.2 million
Employees:8 127 !

Lithuania

Eptht;TmlSGrggoo //////// /////////// // / /////

Digitally active customers:
0.7 million

Cards: 1.7 million
Employees: 2100

\
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Estonia

Population: 1.3 million

Private customers: 0.9 million
Corporate customers: 135000
Branches: 34

Digitally active customers:
0.6 million

Cards: 1.1 million

Employees: 2400

Latvia

Population: 2.0 million
Private customers: 0.9 million
Corporate customers: 83000
Branches: 36

Digitally active customers:
0.7 million

Cards: 1.0 million

Employees: 1564
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Sustainable financing

Established framework for green bonds,
issued amountin 2017

900,

SWEDBANK IN BRIEF

Solid capitalisation

Common Equity Tier 1 capital ratio among the highest
for comparable European banks

24.6..

Digitised customer offerings

Number of digitally active customers

9.1 v

Stable profitability

Return on equity goal of at least 15 per cent

15.1..

Low risk

Creditimpairment ratio

0.08..

Market-leading cost efficiency

Expensesinrelation toincome, C/I ratio

0.39

Stable result

¢ Increased volumes boosted
netinterest income

* Positive stock market development

benefitted net commission income

* Proposed dividend of
SEK 13.00 per share

Key figures 2017 2016
Totalincome, SEKm 42438 40821
Total expenses, SEKm 16415 15627
Profit for the year, SEKm* 19350 19539
Returnonequity, % 151 15.8
Cost/incomeratio 0.39 0.38
Total assets, SEKbn 2213 2154
Lending to the public, SEKbn? 1502 1453
Deposits from the public, SEKbn? 847 782
Creditimpairment ratio, % 0.08 0.09
Share of impaired loans, gross, % 0.55 0.52
Common Equity Tier 1 capitalratio, % 24.6 25.0
Earnings per share, SEK? 17.30 17.50
Cashdividend per share, SEK* 13.00 13.20
Yield per year-end, %, Swedbank share 6.6 6.0
Full-time employees 14588 14061

1) Continuing operations

2) Excluding the Swedish National Debt Office and repos
3) Continuing operations after dilution

4)Board of Directors' proposal for 2017

Swedbank Annual and Sustainability Report 2017
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THE YEARIN BRIEF

The year
in brief SEK680m

A selection of value-creating
activities during the year.

2 FEBRUARY
Fifthyearinarow

In connection with the year-end
report for 2016, Swedbank’s
Board of Directors proposes that
75 per cent of profit for the year
bedistributed to shareholders
-forthefifthyearinarow.

2 FEBRUARY
14 FEBRUARY

Personalised services

s E K 42 m Aet Altroff isappointed head of the new unit Customer Value

Investorsin Swedbank’s

Management (CVM), which will build customer loyalty through

Humanfond donate SEK 42m proactive, personalised offers based on customer data.

tocharity. Since the fund’s
inceptionin 1990 investors
have donated over SEK 1bn.

My Services

19 JUNE

Strategic partnership

Swedbankenters into a strategic partnership with Europe’s leading independent
equity broker, Kepler Cheuvreux, tostrengthen distribution capacity and broaden
the range of analysis services.

10 MAY
Acquisition of PayEx

Swedbankacquires the pay-
ment service provider PayEx
tocomplementitse-commerce
payment solutions.

Swedbank Annual and Sustainability Report 2017
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THE YEARIN BRIEF

SEK250 000

29 SEPTEMBER

Swedbank named industry best in Nordic region’s largest sustainability study
Swedbank is named the most sustainable bankin the Sustainable Brand Index B2B Study. Decision-makers
in Sweden’s largest companies make the decision in the Nordic region’s largest sustainability study.

24 OCTOBER

Increased lending volumes
supported net interest
income

Higher lending volumes, primarily of Swedish mortgages, contributed to
anincreaseinnetinterestincome of 2 per centin the third quarter com-
pared withthe second quarter.

29 NOVEMBER
Accelerator program for
fintech companies

In2018 Swedbankis arranging
“Wise Guys Fintech hosted by
Swedbank” - an accelerator
program for fintech companies
together with theinvestment
company Startup Wise Guys. The
program will be held at Swedbank’s
Latvianhead officeinRiga. Ten
international startups will have
the opportunity to spend up to six
months building their businesses
withthe help of expertsfrom
Swedbank and Startup Wise Guys.

Swedbank issues its first

green bond

20 NOVEMBER
Award-winning
work

Anna’s Gender Equality Prize was awarded to
Swedbank forits dedicated and long-term com-
mitment, which hasled to concrete successin
the field of gender equality and diversity.

Swedbank Annual and Sustainability Report 2017
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CEO STATEMENT

A year full of activity

2017 wasa year full of activity for Swedbank. To meet our cus-
tomers’ needs and expectations, we acquired and entered into col-
laborations with a number of companies such as the payment ser-
vice provider PayEx, the equity broker Kepler Cheuvreux and the
subscription service Mina Tjanster. We have launched a variety of
solutions that make it easier for customers to do their daily bank-
ing,including a digital consumer loan process and a new version of
our Internet Bank. We have improved our positions in the area of
sustainability by issuing our first green bond and building a
greater understanding of how Swedbank can contribute to the
UN’s sustainable development goals (SDG). Internally, we have
continued to establish a unified vision of the bank we want to be
and crafted strategies how we are going to get there. Against this
backdrop,itisalso gratifying to see that satisfaction among our
employeesisrising.

Strong financial result

Swedbank has a strong financial position. Our profitability, meas-
ured by return on equity, was 15.1 per cent during the year, com-
pared with the target of 15 per cent.Net interestincome, our larg-
estrevenue source, continued torise during the year largely
thanks to higher mortgage volumes. At the end of the year we
saw a slowdown in housing prices in Sweden. Thisis welcome,
since price increases of over 10 per cent a year are not sustainable.
Todate, however, the measures that have beenintroduced to
slow the trend have tried to limit consumer demand, but too little
has been done to stimulate new construction of housing for
less-affluent segments, where there are still shortages. Our net
commissionincome also increased during the year, driven by a
strong stock market, which benefitted our asset management
operations, at the same time that the high level of activity in the
economy led to higher card income.

Our cost efficiency is high. With a cost/income ratio of 0.39,
we are one of Europe’s most efficient banks. Adjusted for the
restructuringreserve allocated in the fourth quarter, costs were
inline with our overall target of around SEK 16.1 billion for the
full-year2017.

Ourrisksare low. The creditimpairment ratio totalled 0.08 per
cent.Most of the creditimpairments reported during the year
were attributable to a few oil-related commitments, while the
creditquality intherest of our portfoliois high.

Our capitalisationis solid with a healthy buffer vis-a-vis the
minimum requirements. Against this backdrop, the Board of Direc-
torsis proposing for the sixth consecutive year that 75 per cent of
profit be distributed to the shareholders. At the end of the year

Swedbank Annual and Sustainability Report 2017

the Basel Committee published a proposal with updated capital
adequacy regulations for banks. Thoughitis still too early to
assess the consequences for Swedbank, since the proposal has to
beevaluated atbothan EUand a national level before being imple-
mented, we are well-positioned to handle any changes.

High expectations create opportunities

While lam naturally proud of Swedbank’s strong position and
what we accomplished in the last year, we do not lack challenges.
Customer satisfactionis still at low levels despite rising among
corporate customers. To ensure that we have loyal and satisfied
customers who trust us, itisimportant that we deliver faster.
Changing customer preferences, with more people choosing to
bank through digital channels, together with new competition
and changing regulations, are a challenge to traditional banking
models. Expectations with regard to functionality, speed and
availability are only getting higher. This means great opportuni-
ties forabank such as ours. Swedbank s the largest bank in terms
of both private and corporate customersin our home markets:
Sweden, Estonia, Latviaand Lithuania. For example, we have over
7 million private customers, and with new digital contact points it
is becoming much easier to stay in touch with them. And they can
bemore active too, if we can proactively provide them with offers
suited to their unique situation. This does not mean that face-to-
faceinteractions have no value. Onthe contrary, for certain types
of transactions ahuman relationshipis always important, whichis
why we see our physical distribution network - our branches and
those of the savings banks - as animportant complement to the
digital channel and a differentiating factor in anincreasingly digi-
tal banking landscape.

Adigital transformation

Tofacilitate Swedbank’s work during the digital transformation
now sweeping the banking sector, I have since taking over as CEO
justover two years ago created two new Group functions: Digital
Banking, whichis responsible for developing and managing our
digital channels and the tools used in interacting with customers,
and Customer Value Management, which is responsible for coordi-
nating strategies, developing offers and principles, generating
data-driven customer insight, and developing and managing cam-
paigns. These two units work with the business and product areas
toincrease availability and ensure that we meet our customers’
needs. We have also decided to merge our IT development unit
with the business areas and the Group functions toincrease

IT efficiency.
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High cost efficiency

One of our mostimportant projectsin 2018is the digitisation of
theloan process, especially for mortgages. As the processing for
eachloan gets faster, the customer experience should improve
and internal efficiency willincrease through less manual process-
ing. Among other initiatives | can mention are a stronger payment
offer for e-commerce, which was possible thanks to the acquisi-
tion of PayEx, and furtherimprovements to virtual assistants and
robots taincrease efficiency. As previously announced, these ini-
tiatives are expected tolead toslightly higher costs going for-
ward, since we are investing in both our employees and customer
offerings. Our goalis to keep costs below SEK 17bnin both 2018
and 2019.

CEO STATEMENT

“To ensure that we
have loyal and satisfied
customers who trust us,
it is important that we
deliver faster.”

Cost efficiency willhowever always be a cornerstone of our
strategy sinceitiscritical if we are going toremain the leading
bank for the many households and businesses in our home makets
and maintain our strong financial position.

Stockholm, February 2018

Birgitte Bonnesen
CEOand President

Swedbank Annual and Sustainability Report 2017
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STRATEGY

Strategy to promote
a sound financial situation

Swedbank has a customer-centric strategy that rests on four pillars:
available full-service bank, personalised offers, high cost efficiency and
low risk. The strategy is based on our vision to enable people, businesses
and society to grow at the same time that we promote a sound and
sustainable financial situation for the many households and businesses.

Throughout its nearly 200-year history, Swedbank has success-
fully built strong relationships with private and corporate cus-
tomersinour home markets. Today we are the largest bank meas-
ured by number of customersin Sweden and the Baltic countries.
The bank works systematically to integrate economic, environ-
mental, ethical and social responsibility in business decisions and
business development to build long-term financial value.

A changing world

The financial landscape is changing rapidly. Customers are
increasingly banking through digital channels. This places high
demands on being able to adapt products and distribution chan-
nelsand on the stability of IT systems. At the same time it has
become easier to compare offers from different providers, and
customers can easily and quickly switch banks. New, often agile,
companies are challenging banks mainly in the areas of payments
and savings.

Available
full-service bank

The transformationis not only digital, however. We are facing
anecessary shift toamore sustainable society, where we have
to think differently and maodify established structures and ways
of working.

The banking sectoris also affected by anarray of regulations.
Much of what is happening is ultimately aimed at empowering
customers by stimulating competitionand increasing transpar-
ency. The Marketsin Financial Instruments Directive (MiFID II)
affects how the financial sector prices and informs about various
products. The Payment Services Directive (PSD2) opens up the
payment area to new competitors that, with customers’ approval,
canlink their various services to the customers’ accountsin the
bank.Higher capital and liquidity requirements to make the finan-
cial sector more resilient during times of economic crisis are
expectedtolead to greater financial stability, but also higher
costs for the banking sector and customers, while raising the
barrierstoentryinlending.

Personalised
offers

Long-term focus
and customer value

through a responsi-
ble core business

High cost
efficiency

Swedbank Annual and Sustainability Report 2017
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We also continue being affected by macroeconomic develop-
ments. Central banks continued to pursue expansionary mone-
tary policies during the year. In Sweden the Riksbank maintained a
negative reporatealongside its bond buying. Thisis holding down
the price of our mostimportant commodity, capital, butisalso
making households and businesses more willing to take risks and
coulddrive up asset prices to unsustainable levels.

Customer-centric strategy

Tolive up toour vision to enable people, businesses and society to
grow inanever-changing world, we apply a strategy thatrestson
four pillars. As a major financial player, we want to do our part to
drive development toward a more sustainable society and meet
customers’ expectations and needs. With the UN’s global sustain-
ability goals, Agenda 2030, as a guide, we are integrating sustain-
ability inour business.

Available full-service bank

We are convinced that simplicity and availability are necessary to
build the trust and loyalty of our customers. So customers can
manage all their finances with us, we offer acomprehensive range
of loans, payment services and savings products, ranging from
basic transactional services such as consumer debit and credit
cards to more complex advice for large companies and institu-
tions. Our customers in Sweden and the Baltic countries can easily
manage their finances through a distribution network with effi-
cientdigital solutions for day-to-day banking as wellas more
extensive personal advice. Our aimis to make all everyday banking
servicesdigital.

STRATEGY

Personalised offers

Offering customers what they need and expect is critical to build-
ing trust and loyalty when digitisation offers more choice. By ana-
lysing the customer data we have and drawing on our advisors’
skills, we can more easily identify the financial services and prod-
uctsour customers need and more precisely target our offers.

High cost efficiency

Greater transparency and more choices for customers through
digitisation also mean more price pressure on anumber of banking
products and services. To create value-added for customers,
which requiresinvestments as well as competitive prices, our
goalisto be the market leader in cost efficiency. This affects
everything from how much capital we tie up to how effectively
and well we work together.

Low risk

Keeping risks low is the foundation to building public trust. It
allows us to finance our operations through deposits from the
publicand funding from the capital markets as well as tolend capi-
talto households and businesses at competitive prices and create
sustainable growth. We achieve this through stable profitability
combined with high-quality lending and solid capitalisation, but
also through our ability to quickly adapt to changes in the market.

Swedbank Annual and Sustainability Report 2017
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GOALS AND RESULTS

Increased customer focus...

Our goals contribute to long-term value creation. High customer
value is essential to sustainable profitability and value creation

for other stakeholders.

Customers

GOAL: Increased customer value

T

WHY: Customer value, together with customer satisfaction, trust and a positive
brandimage, explains why customers choose our products and services. High
customer valueis a precondition to sustainable profitability. We track customer
value through our own and independent surveys to measure customer satisfaction,
among other things.

Employees

GOAL: Increased employee engagement

i 2

Return on equity
GOAL:Returnonequity of atleast 15 percent

il

WHY: Engaged and proud employees contribute to a successful business and satis-
fied customers. This requires that employees have an opportunity to develop, feel
that they have aninfluence, contribute to the bank’s purpose and goals, and feel
proud of Swedbank as an employer. We work continuously to develop and monitor
theseareas.

WHY: Swedbank’s shareholders demand a competitive return on the capital they
invest. At the same time the bank has to be profitable to stay competitive in the 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 earn-
ing capacity, risk level and capitalisation.

Cost efficiency
GOAL: Market-leading cost efficiency

M il

WHY: Digitisation is increasing competition and transparency in parts of the
market at the same time that banking products and services are becoming more
standardised. Asaresult, the price of our services is becoming more important. To
remain competitive in the long term requires continuous improvementsin cost effi-
ciency and internal processes, which creates investment opportunities inincreased
customer value.

Capitalisation
GOAL: Solid capitalisation

T A

Swedbank Annual and Sustainability Report 2017

WHY: Swedbank’s capitalisation should ensure that it can withstand a stressed
scenario while still exceeding capital requirements by a safe margin. Strong capital-
isationisalsonecessary to guarantee access to competitive capital market funding.
The majority of Swedish capital requirements have been clarified, and Swedbank
meets them by a wide margin, at the same time that independent stress tests show
that Swedbankisamong the banksin Europe with the lowest risks and strongest
resilience.
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GOALS AND RESULTS

...improves our competitiveness

Good cost control and high resource efficiency give us the investment
scope needed to remain an attractive bank in the future as well.

RESULT: Customer satisfactionin Sweden is mainly measured by the NKI
survey, which comprises around 35 000 of the bank’s customers. Satisfaction
among private customers decreased slightly in 2017, from a score of 65 to 64,
butincreased among corporate customers. In the Baltic countries customer
satisfactionis measured by the TRIM survey. No TRIM survey was conducted in
2017.In 2016 satisfactionincreased among private customersin all three of our
Baltichome markets. Among corporate customersitincreasedin Lithuania and
was unchangedin Estoniaand Latvia.

Customer satisfaction, private customers

Swden Estonia* Latvia*  Lithuania*
(NKi privat)  (TRIM) (TRIM) (TRIM)

*No survey conducted in the Baltic countriesin 2017.

RESULT: The recommendation index, i.e. the likelihood of recommending
Swedbank as an employer, furtherimproved during the year.

RESULT: Thereturnonequity was 15.1 per cent (15.8) during the year,
compared with the target of 15 per cent.

Recommendation index

2015 2016 2017

Return on equity, %

18
15
12
9
6
g == Target
0 M Result

2015 2016 2017

RESULT: Cost control was good during the year and total costs amounted to
SEK 16.4bn (15.6). Swedbank’s cost/income ratioin 2017 was 0.39(0.38).

The average for Sweden’s three other major banks - Nordea, SEB and Handels-
banken - was 0.49. Since Swedbank intends to strengthen its customer offering
through further digitisation and automation of everyday banking services, the
rate of investmentis expected torisein the years tocome. The goal is to keep
costsbelow SEK 17bninboth 2018and 2019.

Cost/income ratio compared with industry average

0.6
0.5
0.4
0.3
0.2
0.1
0.0

M Swedbank
M inustry average

2016

RESULT: The Common Equity Tier 1 capital ratio as of 31 December 2017 was
24.6 percent (25.0). Thiscompares with a total Common Equity Tier 1 capital
requirement, including all announced increases in the countercyclical buffer, of
21.9percent.

Common Equity Tier 1 capital ratio, %

25
20
15
10

5 MICET1 capital ratio
M Requirement

2016

Swedbank Annual and Sustainability Report 2017
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PRODUCTS AND SERVICES

A competitive offer

With over seven million private customers and more than 600 000
corporate customers, Swedbank is the leader in several product areas

in our home markets. We offer our customers everything from mortgages
to flexible payment solutions and multiple savings alternatives.

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 a strong positioninall
these product areasinour four home markets: Sweden, Estonia,
LatviaandLithuania.In Sweden we are the leader in mortgages,
deposits from private customers, fund savings and bank giro pay-
ments. In Estonia we are the biggest in every common banking
product, and we have strong positionsin Latviaand Lithuania,
especially among consumers.

Finance

Swedbank offers a variety of financing solutions for
households and businesses. Of our total lending to the public of
SEK 1 535bn, excluding the Swedish National Debt Office and
repurchase agreements, more than half is mortgages, the major-
ity in Sweden. We are the leader in mortgage lending in all our
home markets.

Mortgages are offered in Swedbank’s home markets with vari-
ableor fixed rates for up to 30 years. For business customers we
offereverything fromfactoring and investment loans toloan
syndication and interest risk management. The majority of our
business lendingis related toreal estate companies and forestry
and agricultural businesses.

Lending has been affected by a series of regulationsin recent
years.In2017,atighter mortgage amortisation requirement was
introduced in Sweden effective March 2018, where new borrow-
erswholoan more than 4.5 times their gross income must amor-
tise atleast 1 per cent of their debt annually beyond the existing
amortisation requirement. Swedbank already applies the require-
mentinitslending.

Our products and services are also affected by digitisation.
Swedbank is working actively to digitise its mortgage lending to
reduce manual work and thereby free up resources and simplify
the process for customers.

Swedbank Annual and Sustainability Report 2017

~—Y Pay

As part of the financial infrastructure in the countries
where we operate, we make it possible for our customers to
receive and make payments through a variety of services and
products. With nearly 8 million cards inissue in Sweden and the
Baltic countries, Swedbank is one of Europe’s largest cardissuers.
We also have aleading positionin card acquiring. In addition,
Swedbank handles the largest share of payments that go through
the Swedish bank giro system. Together with five other banks,
we have also developed the real-time payment service Swish.

Like the other product areas, Pay isimpacted by a number of
regulations. The Payment Services Directive (PSD2) that enters
into forceinjanuary 2018 allows other parties, with the custom-
er'sapproval, to execute payments, obtain account information
and link payment products to the customer’s account in the bank.

For Swedbank and other financial players, PSD2 offers new
opportunities. The aimis to provide our customers with a compre-
hensive overview of their personal finances through our digital
channelsregardless of whether they have a payment accountin
another bank as well.

The payment service provider PayEx was acquiredin 2017
tostrengthen our digital payment solutions.

Save

Swedbank offers several types of savings. Aside from
traditional savings accounts, customers can invest in funds and
other financial instruments such as equities. The subsidiary
Robur, which was founded in 1967 and was the first to widely
offer bank-affiliated funds to the Swedish people, is the coun-
try’slargest fund management company. In the savings area
digitisation has opened the market to new competition at the
same time that demands for simplicity and transparency have
increased. To address this, we are digitising our offers to make it
easier for customers. We have also put greater focus on pension
solutions, where our market share is lower than in fund manage-
ment and deposits. Work is currently underway on a number of
regulations that will affect savings, suchas MiFID I, IDD and
PRIIPs. They are designed toincrease transparency for custom-
ersandstrengtheninvestor protection, which will ultimately
improve our savings offers.
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Market shares, %

Lending
(private)'

Lending
(corporate)'

Deposits
(private)

PRODUCT AREAS AND MARKET

Deposits

(corporate) Payments? Funds

N @

)

. y *®
- 320
% v % 5 > ’
— NS Y Y ) Y

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

Competition in Swedbank’s home markets

In Sweden, Swedbank, Handelsbanken, Nordea and SEB
accounted forabout 70 per cent of deposits and lendingin
2017.Swedbankis biggestin retail banking and has a leading
positioninlending to private customers (23 per cent), deposits
from private customers (21 per cent) and fund management
(21 per cent).Inthe Swedish corporate market the bank’s
share was 17 per cent for lending and 20 per cent for deposits
attheendof 2017.

The Estonian banking sectoris more concentrated than
Sweden'’s. The market is dominated by foreign companies,
with Swedbank, SEB, Luminor (DNB och Nordea) and Danske
Bank together controlling around 90 per cent. Swedbank had
amarket share of 55 per cent for deposits from private cus-
tomers, 46 per cent for lending and 42 per cent for fund man-

agement. Inthe Estonian corporate market the bank’s share
was 37 per cent for lending and 43 per cent for deposits.

Latviahasamore fragmented market where local banks
account for 30to 70 per cent of the various segments. In 2017
Swedbank accounted for 32 per cent of deposits, 42 per cent
of fund assets under managementand 31 per cent of lending
toprivate customers. Inthe corporate market the bank’s share
was 17 per cent for lending and 15 per cent for deposits.

Likein Sweden, the banking market in Lithuania is dom-
inated by a few major players. Among private customers,
Swedbank accounted for 40 per cent of deposits, 37 per cent
of fund volumes and 34 per cent of lending. In the corporate
market the bank’s share was 18 per cent for lending and 23 per
cent fordeposits.

Swedbank Annual and Sustainability Report 2017
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BUSINESS MODEL

Value creation and sustainable

business model

Swedbank’s business model is essentially to convert savings to loans.

By offering customers with money left over secure and effective solu-
tions to manage their capital at the same time that those who need funds
can meet their financing needs, we promote a sound and sustainable
financial situation for the many households and companies.

Animportant part of society

Swedbank is part of the financial infrastructure, also making us an
important 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 jobs. Lending is
financed through deposits from companies and individuals, but
also through capital market funding. In this way, we are able to
offer customers with excess capital a safe and effective way to
manage their capital.

Wereceive interest on the capital we lend out, while we pay
interest ondeposits and funding. The difference between interest
income and interest expensesis called netinterestincome andis
our largest revenue source.

Itisimportant tous that the money we lend contributes to
sustainable development. During the year we therefore issued our
first green bond. The money will be used to finance sustainable
investmentsinreal estate and renewable energy sources that
reduce society’s carbon footprint.

One of our mostimportantroles, in order to contribute to the
stability of the financial system, is to understand and price risks
correctly.Itisalsoessential to our survival. The margin we earnon
our lending has to be high enough to cover creditimpairments for
borrowers who cannot pay theirinterest or amortise their loans,
butalso cover administrative expenses and provide areturnon
shareholders’ equity.

While we are aninclusive bank, if therisk is considered too high
we may decide not to lend to a customer. By maintaining our risks
atlow levels, our financing costs are positively affected as well.

Net interestincome and creditimpairments are strongly tied
tothereal economy and are affected by factors such as GDP
growth, interest rates and unemployment. To limit the impact ofa
severerecession without relying on outside sources and to con-
tinue to support our customers regardless of economic conditions,
we also maintain capital for unforeseen losses. This largely con-
sists of the capital that our shareholdersinvest.

Swedbank Annual and Sustainability Report 2017

Funds and cards are important to net commissionincome
Besides lending and deposits, we offer our customers a range of
products and services that generate income mainly in the form of
various fees. This income, adjusted for transaction expenses, is
reported in the income statement under net commissionincome.
Net commission income is our second largest revenue source.

The large part of net commission income comes from asset
management and cards. In our asset management business,
Robur, we manage SEK 1 252bn, the majority of which relates to
Swedish mutual funds. Tomanage capital and cover costs, includ-
ing for personnel, we charge a fee based on a percentage of the
invested amount. Consequently, the income generated by the
fund business largely depends on the growth in assets under man-
agement, whichin turnis affected by the performance of the
stock market, since the majority of the assetsin the funds consists
of equities. Sustainability aspects areimportantin asset manage-
ment as well. Among other things, five of the funds Swedbank
Robur offers have received the Nordic Swan Eco-label, which
means that they have to exclude companies that do not follow
international norms and conventionsin areas such as fair labour,
humanrights, corruption and serious environmental crime.

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 comprises annual fees,
butisalsobasedontransaction volume.

Personnel and IT are our largest operating expenses
Swedbank’s biggest operating expense is salaries. Other major
expenseitemsinclude IT and properties and rents, which are
partly aresult of the distribution network in the form of branches
anddigital channels for our customers. Swedbank is also a major
taxpayerinthe markets where we operate.
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Simplified income statement

+Ourincome SEKm

Net interestincome (interestincome - interest

expenses) 24595
Lending generatesinterestincome. Interest expenses areincurred for
deposits (savings) and the bank’s capital market funding.

Net commissionincome 12030
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 1934
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 3879
Share of result from associated companies, services sold to cooperating
savings banks, netinsurance, capital gains.

Totalincome 42438

- Our expenses SEKm

-Staff costs 9945
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.

- Other expenses 6470
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.

=Profit before impairment 26023

- Impairments 1481
Creditimpairments are natural for abank and arise, for example, whena
borrower cannot pay theinterest oramortise their loan. Alllending carries
arisk. Assessing, monitoring and working proactively with credit risks are
critical tominimise impairments. Impairments on tangible and intangible
assetsarealsoincluded.

-Tax 5178
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 14

= Our profit attributable to shareholders 19 350

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 345
Swedbank maintains a liquidity bufferin the form of cash and liquid
securitiestomeetits commitmentsevenifaccesstofinancingis closed
foran extended period.

Loans to the public 1535
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 31
Aspartof the financial system, Swedbank also offers lending and deposits
tootherbanksand creditinstitutions.

Derivatives 56
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 246
Total assets 2213
Our liabilities and equity SEKbn
Deposits and borrowings from the public 856

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

Debt securities inissue 844
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 46
See comment under assets above.

Other liabilities 333

> Equity 134
The rules on how much capital a bank must maintain have been
tightened to ensure thatit can continue to operate even under
unfavourable conditions.

Total liabilities & equity 2213

Swedbank Annual and Sustainability Report 2017
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EMPLOYEES

Engaged and competent employees
mean satisfied customers

Engaged, proud and competent employees are critical to our success. We
therefore offer our employees opportunities to develop and interesting work
with inspiring leaders in an inclusive and values-based corporate culture.

Swedbank has around 15000 employeesin 11 countries, where
our home markets are Sweden, Estonia, Latviaand Lithuania.
These countries all face different conditions and challengesin
terms of attracting employees and customers. The common
denominator for the entire Swedbank Group s a strong, values-
based corporate culture with engaged and competent employees
who build long-term, value-enhancing customer relationships.

“Simple, open and caring.”

Values-based corporate culture built on engagement

and cooperation

Our corporate cultureis guided by three core values: simple, open
and caring. This applies on a daily basis between employees as
wellasininteractions with customers. With engaged employees
inspired by contributing to our purpose and living our values, we
want to create positive customer experiences. During the year we
focused on cooperation throughout the bank to foster engage-
ment, efficiency, skills development and a greater understanding
of the big picture and what we can accomplish together.

Asurvey called Engagement Pulse is conducted regularly to
support efforts to build engagement in the bank. Engagement
Pulseis based on factors that areimportant toa high level of com-
mitment and a positive work environment. All teams in the bank
work together with the results to determine what can be done
even better. Employee loyalty as measured by Swedbank’s
employee Net Promoter Score (eNPS)improved during the year
from15to21.

“The feeling of developing
drives engagement.”

Employees who develop also develop the bank

Rapid developmentsinthe finance industry, new regulations and
other market factors require us to continuously and quickly adapt
tothechangesinordertoremainanattractive bank and employer
with stable profitability. At the same time this gives us an opportu-
nity to help our employees todevelop as professionals, which we
know isanimportant factor that builds engagement. Development
canmeandifferent things todifferent people. Some of us like to
explore, learnand try new things, while others are driven by social-
ising and collaborating. The biggest potential for development, we
believe, isin daily work,and our goal is to give our employees the
flexibility todevelop inaway that best motivates them.
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Employees who continuously develop and add skills and expe-
riences from different parts of the bank gain a better understand-
ing of our customers and their needs, which lays the groundwork
for competitive offerings. We therefore encourage internal mobil-
ity and always announce available positions internally first. When
recruiting, we are more interested in an ability and willingness to
develop than full-fledged skills. For our employees, internal mobil-
ity offersavariety of career pathsinaninternational job market,
at the same time that it makes them more valuable both internally
and externally.

In addition to development and learning in daily work, our edu-
cational unit, Swedbank Academy, always offers arange of train-
ing options to support future skills needs.

Strong leaders who support employees

Our goalis tohave strong, inspiring and responsive leaders who
strengthen the business by supporting and encouraging their
employeestomeet the challenges we face. Our leaders foster a
values-based culture where the role of coachiis crucial to success-
fully and effectively lead employees through change. Individual
feedback from managers to employees plays animportant role
with the goal to spur on higher performance and long-term profit-
ability. Otherimportant aspects of leadership are contributing to
a positive work environment, ensuring that employees can bal-
ance work with their personal lives, and encouraging and creating
opportunities for development and internal mobility. The bank has
clearly defined leadership criteria to guide our daily work, and we
annually track how well our leaders meet them. We have many
leadershipactivities at various levels and areas based on need and
strategy. For example, managersin the Baltic countries received
training during the year in gender equality and diversity, similar to
the previous training for managersin Sweden.

Strong focus on occupational health and safety for
sustainable employees

Ouraimis to have a safe and healthy work environment that
underpins strong performance, sustainable employees and lasting
relationships, bothinternally and externally. We want our employ-
eestofeel good and have the right opportunities on a daily basis
with abalance between work and their personal lives.

We work continuously and systematically throughout the
bank to create a positive organisational and social environment.
We have an established structure for occupational health and
safety strengthened by the deeply rooted commitment of locally
engaged employees around the organisation who areinvolvedin
arange of activities to support a healthy lifestyle.
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Weregularly measure our progress through anindex for sus-
tainable employees, and during the yearimproved our score. We
also work continuously to keep employees healthy by tracking
sickleave and being proactive when we see early signs of illness.

Long-term measures to increase gender equality

and diversity

Gender equality and diversity areimportant contributors to our
work environment, corporate culture, skills development and
interactions with customers. By embracing differences, we create
adynamism thatincreases opportunities for dialogue and accept-
ance between employees and with customers. The long-term goal
isthatour employees will reflect our home markets e.g. in terms of
gender, age and ethnic background. We are an inclusive bank and
are convinced that diversity generates more business througha
bigger network and a better understanding of eachindividual’s
specific needs.

We take a long-term approach to promoting gender equality
anddiversity and have three-year goals to complement our day-
to-day efforts. The goal for 2017 was to betterintegrate this per-
spectiveininteractions with customers. On a daily basis we
always work toward equal wages, zero tolerance for discrimina-
tion, an equal gender distribution in various positions within the
bank,and greater diversity in general. The systematic work is
describedinitsentirety in our gender equality and diversity policy.
We monitor the results on aregular basis by business area based
onfivediscrimination areas: salary & benefits, recruiting, occupa-
tional health and safety, parental leave and careers, and skills
development.

In2017 we won Anna’s Gender Equality Prize for our dedicated
commitment to gender equality and diversity. The prize is

Age distribution
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38% 7%
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EMPLOYEES

awarded annually in Sweden to a person ororganisationin the
finance industry for outstanding effortsin gender equality and
diversity work. Swedbank also ranked high in two international
gender equality indexes. In Equileap, which measures how well
the world’s largest companies performin terms of gender equal-
ity, the Swedbank Group camein 12thin competition with 3000
listed companies from 23 countries. In the Bloomberg Gender
Equality Index we were ranked as one of the 26 best companiesin
the world. Thisindex provides investors and organisations with
statistics and information on policy statements, product offer-
ings and social engagement that they candraw upon to assess
gender equality performance.

High response rate and positive results in the annual
employee survey
The Human Capital Report (HCR)is our annual employee survey,
where we gauge how employees feel about the bank in strategi-
callyimportant areas such as leadership, employeeship, corporate
culture, health, gender equality and diversity. This year had a high
responserate, with 9 of 10 employees replying to the survey.
Allour employee index scores improved during the year at the
Group level. The leadership index, which is based on our five lead-
ership criteria, stayed at a high level (86 per cent compared with
85 per centin 2016). The employeeship index, which measures
whether employees feel engaged in their daily work, increased
from 82 per cent to 84 per cent. The sustainable employee index
alsorose, from 77 per cent to 79 per cent. The latter summarises
how employees feel and whether they are able to balance work
with their private lives. There was also an increase, from 78 to 80
per cent, in theindex that measures how proud our employees feel
about working at Swedbank.

Estonia
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SUSTAINABILITY

Sustainability is critical to creating

financial value

A strong commitment to sustainability is fundamental to Swedbank’s
operations. Our aim is to contribute to sound and sustainable development
for customers, employees, owners and society as a whole.

The bank has been working systematically for many yearstointe-
grate economic, environmental, ethical and social responsibilities
inits business decisions and business development. Only in this
way can we build sustainable financial value.

Asone of the largest banksin all four of our home markets, we
areanimportant part of the community and financial infrastruc-
ture. This means we have an opportunity but also a big responsi-
bility to contribute to saciety’s transformation according to the
UN’s global sustainable development goals. We have committed
tothe UN's Global Compact and tointegrating sustainability in our
business strategy and strategic decisions. Swedbank’s aimis to
promote sustainable developmentin society and help people and
businesses make sustainable choices. For us this means how and
which companies we finance and how we manage savings and
pension capital. It can also mean teaching students about per-
sonal finance, promoting entrepreneurship or placing sustainabil-
ity demands on the services and products we buy.

Investment transparency

Our aimis to make our savings products simple and transparent.
Customers should clearly understand the risk they are taking and
have reasonable expectations about the return. A growing focus
is being placed on the sustainability of savings and investments.
Swedbank Roburis Sweden’s largest and one of the Nordic
region’s leading asset managers and has spent along time work-
ing with responsible investments. The environment, human
rights, business ethics and anti-corruption areintegrated inits
investment processes and ownership work. We exercise our influ-
ence as a shareholder by participating in nomination committees
and general meetings as well as through continuous dialogue with
boards and executive management. In this way we can encourage
companies todevelopin the areas of sustainability and corporate
governance. We can also exclude companies from our funds for
sustainability reasons, although our main principle is to remain an
ownerandtry to have a positive impact. Inanumber of funds we
have taken sustainability a step further. Thisincludes our Ethica &
Talenten funds, which do notinvest in fossil fuels such as oil, gas
orcoal.

Responsible and sustainable lending

Responsibility and sustainability also apply to lending to individu-
alsas well as large companies. It isimportant that our customers
are financially sustainable and prepared for unforeseen events.
Thisis our basicassumption when granting amortgage. In corpo-
rate 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 prospects and an assessment of
its environmental impact. A sustainability risk analysisis con-
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ductedinconnection with all business loan applications exceeding
SEK 5min Swedenand EUR 0.8min the Baltic countries. Init, we
discuss general sustainability risks with the customer based on a
risk assessment model with gquestions on human rights, the envi-
ronment and climate change, taxes and corruption. Sustainability
risks are evaluated by a credit committee in the same way as
financial risks. If the company is assessed to have significant sus-
tainability risks, the case can be escalated to the Swedbank’s Busi-
ness Ethics Committee for further recommendation and guidance.

Sustainability is animportant part of procurement

Swedbank has alarge supplier base and awards a number of con-
tractsevery year. Often they involve substantial volumes, where
sustainability isanimportant aspect andis takenintoaccountin
the contractual requirementsandin risk and supplier assess-
ments. Purchases exceeding EUR 50 000 per year that are man-
aged by the bank’s central procurement unit undergo a risk classi-
fication of the supplier based on country- and industry-specific
sustainability risks. The bank’s code of conduct is part of abinding
contract that must be signed by all suppliers and places require-
ments on humanrights, labour rights, business ethics and the
environment. Compliance is obviously important and is monitored
through site visits and in-depth checks.

Risk management in central processes

Keeping risks low is fundamental to building public trust,and to
the bank’s continued survival. We feel that sustainability risks
cannot be separated from financial risks and are committed there-
fore to comprehensive risk management. In addition to stress
testsof our credit portfolio and sustainability risk analysis in our
lending, itisimportant that we minimise risks in the payments
area tocombat money laundering and terrorism financing.
Through the bank’s Know Your Customer (KYC) process, we per-
form the statutory customer due diligence, and with system sup-
port we monitor transactions and screen customer databases
against sanctionlists.

The bank’s sector guidelines are another way to make all our
core processes more sustainable. The purpose s to clarify our
expectations and recommendations on key sustainability aspects
invariousindustries and direct attention to the international
standards and norms we have chosen to follow. We also clearly set
out what we expect of companiesin terms of human rights, the
environment, anti-corruption and transparency.

Anti-corruption workisingrained in the bank’s business pro-
cessesandintegratedinloan assessments, the supply chain, pay-
ment flows and investments. Allemployees receive anti-corrup-
tion training, and guidelines have been established for gifts and
events based on Swedbank’s code of conduct and anti-corruption
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policy. Aregister has been set up as well where eventsare
reported using a traffic light model. The policy on conflicts of
interest was updated last year, when new employee guidelines
were developed on outside assignments and the approval process
for second jobs was tightened. Swedbank also has aninternal
whistleblowing routine where employees can anonymously
report violations of internal or external rules.

Measures to prevent climate change
We are concerned about global warming and the serious conse-
guences for people and nature. Melting glaciers, extreme weather
andincreasing refugee streams are just a few examples. As a large
financial company, Swedbank is able to have animpact both indi-
rectly through our customers and directly through our own oper-
ations, where we work actively to reduce consumption of the
Earth’s finite resources and promote a stable climate and energy
transformation. Our goalis to reduce our own greenhouse gas
emissions by 60 per cent between 2010 and 2018, mainly by
reducing travel and improving energy consumption in our offices.
Swedbank’s Swedish operations received SO 14001 environ-
mental certification backin 2003, the first listed bank in the Nordic
regiontodoso. Since thenthe bank’s environmental work has been
steered by the environmental management system the standard
requires, which has helped us ina structured way toreduce our
environmentalimpact. The environmental policy, goals and strate-
gies guide and help us to focus where the bank can make the big-
gest difference. The workisdriven by operating managers, whoare
supported by a network of sustainability ambassadors around the
bank,andis monitored and reviewed annually through bothinter-
naland external audits. We are convinced that successful environ-

GOALS

Finance

(> &,
o&e 0)‘0/0
& %
‘& ¢

. We enable
2 people, o
] . o
& - businesses . <
and society
to grow

e
= .
% S
D) e
%, ' .‘ &
, <\

estal's soé\e

Procure

Through our vision to enable people, businesses and society to grow,
we use the UN's sustainable development goals (SDG) as a framework to
understand how our business and value chain can contribute to meeting
our goals.

We meet the needs of our stakeholders - customers, employees,
owners/investors and society & the world - and evaluate how they
are linked to the SDG framework.

We draw on our core areas - pay, finance, save/invest and procure -
topromote sustainable business, create solutions that meet our stake-
holders’ needs and set goals for our core businesses that create maximum
value for Swedbank and society asawhole.

SUSTAINABILITY

mental work not only reducesimpacts but alsorisks, at the same
time thatit strengthens our brand.

The bank has reduced its exposure to coal bothinitsinvest-
mentsandinnew financing. We will notinvestin companies that
generate over 30 per cent of their revenue from coal production.
Thereductionin the exposure to coal has been gradual, and
divested companies are not eligible for new financing. We have
alsodecided not to directly finance coal-fired power plants. More-
over, we have continued to encourage the companies we investin
and our corporate customers tointegrate sustainability in their
businesses and do more to combat climate change. By signing the
Montreal Carbon Pledge, we have committed to disclose our
funds’ carbon footprint and make it easier for customers to make
sustainable choices. In addition, Swedbank has made it a priority
to continue tofinance investmentsin renewable energy and pro-
mote reductionsin coal extraction and greenhouse gas emissions.
In2017 we broadened our range of sustainable financial products
by launching a framework for green financing and issuing the
bank’s first green bond.

Strong commitment to social issues

Helping to solve the challenges we face as a society was a critical
reason why the savings banks were founded nearly 200 years
ago. Since then social engagement has been a common thread
running through our business. Our company has animportant
impact on the communities where we do business, which gives us
anopportunity but also aresponsibility to addressissues that
contribute to sustainable growth. We promote and areinvolvedin
several constructive programmes and projects aimed at children
and young adults. Personal finance, housing opportunities, entre-
preneurship and innovation are the areas that the bank has mainly
engaged in. This applies to all four of our home markets.

The Young Economy Initiative in Sweden has been arecurring
feature in Swedish schools and includes lectures on personal
finance. Swedbank has similar initiatives called “Back to School”in
Estoniaand “Ready for Life” in Latvia. In Lithuania, the bank
helped toinitiate the programme “l will be”, which helps students
with their future careers. We also promote entrepreneurship
among young people together with local partnersin our markets.

Sustainability goals 2017 Results 2017

Raise ourscorein Dow Jones
Sustainability Indices by 3 paints,
from 77 t080.

Swedbank improved its score this
yearinthe prestigious Dow Jones
Sustainability Indices from 77 to 84
compared withlast year.

Reduce direct greenhouse gas
emissions by 60 per centby 2018
using 2010 as a base year.

Swedbank cutitsdirect greenhouse
gas emissions by 59 per cent
between2010and2017.

Increase financial awareness and
knowledge among children and
young adults by lecturing in schools
inour home markets.

Swedbank’s employees in the Baltic
countries, working together with
othersocial partners, arranged
over 1900 finance lectures during
the year. Through the Young Econ-
omy initiative, Swedbank and the
savings banks lectured toaround
58000 upper secondary studentsin
Sweden.

Issue our own green bond and be
lead managerof atleast 7 green
bonds.

During the year Swedbankissued its
first green bond and was the lead
manager for 12 green bonds valued
atSEK 29.6bn.

Offeratleast 12 equity-linked bonds
(SPAX)with a sustainability profile.

Swedbank launched 28 equity-
linked bonds with a sustainability
profile and an aggregate value of
SEK540min2017.

Swedbank Annual and Sustainability Report 2017
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THE SHARE AND OWNERS

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 profitin
2017.For the sixth consecutive year Swedbank distributed 75 per cent

of profit to the shareholders.

Swedbank’s strategy - to be an available full-service bank with
personalised offers, high cost efficiency and low risk - creates
stability and predictability for our shareholders.

In2017 thereturnonequity was 15.1 per cent, compared with
atargetof 15 per cent. Together with the bank’s strong capital
situation, this helps toreaffirm the proposed dividend of SEK
13.00 per share for the full-year 2017. This marked the sixth con-
secutive year that Swedbank honoured its dividend policy to dis-
tribute 75 per cent of profit. The total return was -4.2 per cent
due toadecline inthe share price during the year. In total, Swed-
bank’s market capitalisation amounted to SEK 224bn at year-end
2017, compared with SEK 245bn at the end of 2016.

Trading on several markets

Swedbank has one class of share, ordinary shares (A shares),
which have been listed on NASDAQ OMX Stockholm’s Large Cap
list since 1995. The bank also has an American Depositary Receipt
(ADR) programme, which enables US investors toinvestin Swed-
bank’s share onthe US OTCmarket via depository receipts with-
out having toregister with Euroclear, the Swedish central securi-
ties depository, or buy SEK. Swedbank’s shares are tradingon a
number of different marketplaces, with Nasdag OMX Stockholm
generating the highest turnover. On average, shares with a value
of SEK 538m were traded per day on Nasdag OMX Stockholm.

Swedbank’s share performance compared with indices

Today there are anumber of mutual funds and stock indices for
companies that meet sustainability criteria. Two that Swedbank is
includedinare STOXX ESG Leadersand 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

Swedbank had 1132005 722 sharesinissue at year-end 2017, of
which 40.5 per cent was owned by international investors and
59.5 per cent by Swedish investors, whereof 8.6 per cent are indi-
vidual investors.

Holding of own shares
Swedbank held 18 376 101 of its own shares as of 31 December
2017 tosecure the commitmentsinits performance and share-
based remuneration programmes. Remuneration s paidin the
form of deferred shares with the aim of building long-term
engagement among employees through share ownership. In total,
2897801 shares were transferred in 2017, resulting in a dilution
effect of about 0.3 per cent based on the number of outstanding
sharesand votes as of 31 December 2016.

The 2017 AGMresolved to adopt new performance and
share-based remuneration programmes for 2017 and to transfer

Shareholder categories, %

asof 31 December 2017, figuresin bracketsreferto 2016
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ordinary shares under these and previously approved programmes.
The programmes call for the transfer of up to 1.8 million ordinary
shares (including the shares transferred in 2016), corresponding to
atotaldilution effect of about 0.2 per cent based on the number of
outstanding sharesand votes as 31 December 2016.

To continuously adapt the bank’s capital structure to prevail-
ing capital requirements, the Board was authorised by the 2017
AGMtoresolve torepurchase up to 10 per cent of the total num-
berof shares (including shares repurchased by the securities oper-
ations - see below). The Board was also authorised toissue prom-
issory notes that can be converted toshares.Inearly 2015 and
late 2016 the bank utilised the Board’s mandate and issued prom-

THE SHARE AND OWNERS

Largest shareholders, 31 December 2017, by owner group

Share of capital and votes, % 2017
Sparbanksgruppen 103
Folksam 7.0
AMF-insurance and funds 55
AlectaPensionsforsakring 4.5
Swedbank Robur funds 4.1
Sparbanksstiftelser - not Sparbanksgruppen 33
BlackRock 2.5
Vanguard 2.4
Norges Bank 2.0
SEB funds 1.8
10largest shareholders 43.6

issory notes that can be converted to shares in the event that the Total number of shareholders 302522
bank's Tier 1 capital falls below a certain level. The issue was part Source: Modular Finance AB/Euroclear Sweden AB
of the capital requirements set by the Swedish Financial Supervi-
sory Authority.

Inits capacity asasecurities institution, Swedbank engagesin
securities operations, including trading in financial instruments on
itsown account. Assuch, it needs toacquire its own shares.
Accordingly, the 2017 AGMresolved that the bank, until the 2018
AGM, may acquire its own shares on an ongoing basis such that For more information on Swedbank’s share,
the total holding does not exceed 1 per cent of outstanding visit www.swedbank.se/ir
shares, and that thisis done at the prevailing market price.
Data per share
SEK 2017 2016 2015 2014 2013
Earnings per share before dilution*? 17.38 17.60 14.23 1493 11.76
Earnings per share before dilution, continuing operations*? 14.24 15.17 13.89
Earnings per share after dilution*? 17.30 17.50 1413 14.81 11.66
Earnings per share after dilution, continuing operations*? 14.14 15.05 13.79
Equity per share 119.8 116.60 114.40 106.35 99.82
Cashdividend per ordinary share 13.00° 13.20 10.70 1135 10.10
P/E 11.4 12.5 13.15 13.09 15.39
Price/equity per share 1.65 1.89 1.64 1.84 181
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 2017 2016 2015 2014 2013
High price, SEK 231.40 229.30 223.90 199.80 182.80
Low price, SEK 194.20 150.80 177.20 165.70 127.90
Closing price, 31 Dec., SEK 197.90 220.30 187.10 195.50 181.00
Average number of trades per listed day 6090 5413 4869 4907 5060
Average turnover per listed day, SEKm, 538 526 564 531 505
Total market capitalisation, 31 Dec., SEKbn 224 245 207 215 199
ISIN code A share: SE0000242455
1) Turnover datainclude turnover on Nasdaq Stockholm.
Sources:NASDAQ OMX, www.nasdagomxnordic.com
Number of shareholders, 31 December 2017
Size of holding No. of shareholders No. of shares Holding, %
1-500 253173 32094653 2.8
501-1000 26952 19955047 18
1001-5000 18911 36951034 33
5001-10000 1449 10450678 0.9
10001-15000 427 5293560 0.5
15001-20000 249 4455297 0.4
20001 1361 1022805453 90.4
Total 302522 1132005722 100

Source: Euroclear Sweden AB
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The annual report contains alternative performance measures
that Swedbank considers valuable information for the reader,
since they are used by the executive management for internal
governance and performance measurement as well as for com-
parisons betweenreporting periods. Further information on the
alternative performance measures used in the annual report can
be foundonpage 171.

Profitdecreased to SEK 19 350m, compared with SEK19539m
inthe equivalent period in 2016, mainly because the 2016 result
was positively affected by a gain of SEK 2 115mon the sale of
Visa Europe.

The table below shows profit excluding the gains on the sales
of Hemnetin 2017 and Visain 2016. Adjusted for thisincome,
profit rose, mainly thanks to stronger net interest and commission
income. FX changes increased profit by SEK 68m.

Thereturnonequity was 15.1 percent (15.8) and the cost/
income ratio was 0.39(0.38). Excluding Visa and Hemnet, the
returnon equity was 14.6 per cent (14.3).

Income increased 4 per cent to SEK 42 438m (40821).
Excluding one-offitemsincome rose 8 per cent.

FX changes raisedincome by SEK 152m.

Increased lending volumes positively affected income
Netinterestincomerose 8 per cent to SEK 24 595m (22 850).
Theincrease was mainly due to higher lending volumes and mar-
ginson Swedish mortgages. Theincreasein the resolution fund
fee of SEK 559m had anegative effect on netinterestincome.
Net commission income rose 6 per centto SEK 12 030m
(11 333)mainly due toincreased asset managementincome
asaresult of a bullish stock market. Increased card income also
contributed positively, while lower commissions from corporate
finance and securities trading had a negative effect. The acquisi-
tion of PayEx positively affected net commission income by
SEK 143m.

Net gains and losses on financial items at fair value fell to
SEK'1934m (2 231)mainly because of the positive effect of the
Visa Europe sale on Group Treasury’sresultin 2016.

Otherincome decreased to SEK38739m (4407) mainly due
totheincome from the Visasale in the same period in 2016.

ExpensesrosetoSEK 16415m (15627)mainly due to
increased staff costs. Arestructuring reserve of SEK 300m was
established during the year due to changesin the IT organisation.
PayEx added SEK 194m to expenses. FX effects raised expenses
by SEK64m.

Stable credit quality

Creditimpairments fell to SEK 1 285m (1 367) due to lower provi-
sions for oil related commitments within Large Corporates & Insti-
tutions. Creditimpairmentsincreased in Swedish Banking due to
provisions for a number of individual commitments while Baltic
Banking reported net recoveries.

The tax expense amounted to SEK'5178m (4 209), corre-
sponding to an effective taxrate of 21.1 percent(17.7). The
effective taxrate for 2017 was affected by the tax-exempt capi-
tal gainonthe Hemnet sale, the elimination of the interest deduc-
tiononsubordinated liabilitiesin 2017, and the new dividend
policy in Estonia. The equivalent periodin 2016 was affected by
Swedbank’s membershipin Visa, which generated tax-exempt
income from the sale of shares in Visa Europe. The Group’s effec-
tive taxrateis estimated at 21-23 per cent in the medium term.

Strong liquidity position
Funding needs wereslightly larger during the year due to higher
long-term funding maturitiesin 2017 thanin 2016. During the
year Swedbank issued SEK 181bninlong-term debt, of which
SEK 20bnrelated toissuesin the fourth quarter. Covered bond
issuesaccounted for the majority, with SEK 132bn.
Totalissuance volume for 2018is expected to be lower than
in 2017. Maturities for the full-year 2018 amount nominally to

2017 2017 2016 2016 Profit for the period, SEKm
excl.income excl.income

Income statement, SEKm Hemnet VISA
Netinterestincome 24595 24595 22850 22850 bluty
Net commissionincome 12030 12030 11333 11333
Net gains and losses on financial items 15000 — [ | [ [
atfairvalue 1934 1934 2231 1774

of which VISA 457 10000 — — — —
Share of profit orloss of associates 971 971 2467 809

of which VISA 1658 5000 — — —
Otherincome! 2908 2228 1940 1940

of whichHemnet 680 0
Totalincome 42438 41758 20821 38706 L OB (OB
Total expenses 16415 16415 15627 15627
Impairments 1481 1481 1433 1433
Operating profit 24542 23862 23761 21646 Swedbank’s profitamounted to SEK 19 350m,
Tax expense 5178 5178 4209 4209 compared with SEK19539m in the previous
Profit for the period attributable to year. Excluding non-recurring items regarding
the shareholders of Swedbank AB 19350 18670 19539 17424 Visaand Hemnet, profit increased.
Returnonequity 151 14.6 15.8 14.3
Cost/Incomeratio 0.39 0.39 0.38 0.40

1)Otherincomein the table above includes theitems Netinsurance and Other income from the Group income statement.
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SEK 111bnfromthe beginning of the year. Issuance plans are
based on future long-term funding maturities and 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 Certif-
icates of Depositincludedin debt securitiesinissue amounted to
SEK 150bn as of 31 December (SEK 102bn as of 31 December). At
the same time, cash and balance with central banks and Swedish
National debt Office amounted to SEK 208bn (126). The liquidity
reserve amounted to SEK 349bn (326) as of 31 December.

The Group’s liquidity coverage ratio (LCR) was 173 per cent
(156),and for USD and EUR was 362 and 374 per cent respec-
tively. The net stable funding ratio (NSFR) was 110 per cent (108).

0On 24 November S&P affirmed Swedbank’s ratings of AA-and
A-1+ At the same timeit revised its outlook to stable, from nega-
tive. The stable outlook reflects S&Ps view that Swedbank will
maintain resilient earnings and capital. S&P also anticipates that
Swedbank will build considerable buffersin the coming years to
meet the National Debt Office’s minimum requirement for own
funds and eligible liabilities (MREL).

Strong capitalisation

Swedbank’s Common Equity Tier 1 capital ratio was 24.6 per cent
on 31 December (25.0 per cent on 31 December 2016). Common
Equity Tier 1 capitalincreased SEK 1.8bn during the year to SEK
100.5bn. Profit, after deducting the proposed dividend, positively
affected Common Equity Tier 1 capital by SEK4.7bn. The revalua-
tion of the estimated pension liability according to IAS 19 reduced
Tier 1 capital by approximately SEK 1.6bn. Swedbank’s leverage
ratioon 31 December 2017 was 5.25 per cent (5.4 per cent on

31 December 2016).

In 2017 therisk exposure amount (REA) increased by SEK
14.3bn to SEK408.4bn (SEK394.1bn on 31 December 2016).1n
the beginning of 2017, it was noted that the model for exposures
tolarge corporates underestimated the default frequency for oil

Netinterestincome, SEKm

Net commissionincome, SEKm
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related exposures and leases. To account for this, Swedbank has
chosentoincrease REA by SEK 27.6bnin accordance with article
3 CRR, pending approval of the updated model by the Swedish
Financial Supervisory Authority.

REA for operational risks increased by SEK 1.3bn, mainly due
tothe acquisition of PayEx. Theincrease was mitigated by lower
REA for credit risks, market risk and credit valuation adjustments
(CVA).

REA for credit risks decreased by SEK 12.4bn. Lower expo-
sures, mainly explained by Swedbank receiving a cash distribution
from Visa Sweden, decreased REA with SEK 2.2bn. Increased col-
lateral values had a positive effect on Loss Given Default (LGD),
reducing REAfor credit risks by SEK 3.4bn. Decreased probability
of default (PD) decreased REA by SEK 1.0bn. REA for Other credit
risks decreased by a total of SEK 5.8bn, mainly related to lower
REA for defaulted exposures.

REA for CVA decreased by SEK 1.5bn due to lower exposures.
REA for market risks decreased by SEK 0.7bn.

Swedbank’s total Common Equity Tier 1 capital requirement
was unchangedin 2017 and amounted to 21.9 per cent at year-
end. The total requirement takes into account Swedbank’s
Common Equity Tier 1 capital requirement for individual Pillar 2
risks of 1.8 per cent as well as allannounced increasesin the
countercyclical buffer values, including the increase in the
Swedish countercyclical buffer value to 2.0 per centin March 2017.

InNovember 2016 the EU Commission proposed changes to
the EU’'s rules for banks. The proposal covers a number of areas,
including the framewaork for a minimum requirement for own
funds andeligible liabilities (MREL). The proposal also introduces
anew category of debt that banks can use to fulfil MREL.

The Resolution Act enables the Swedish National Debt Office
(SNDO) to write down a bank’s liabilities in a crisis in order to
absorblosses or convert the debt to equity. On 20 December 2017
the SNDO published MREL requirements for 2018 for the ten
banksin Sweden that are considered systemically critical.

Expenses, SEKm

20000 1.00

25000 15000
20000— — — — 12000
15000— — — — 9000 —

10000—m — — — 6000
5000 — — — 3000

0 0
13 14 15 16 17

13 14

M Payment processing

15

15000 — — —  — 075

10000 0.50
5000 0.25
0 0.00

16 17

13 14 15 16 17

Wistaffcosts MITexpenses

Netinterestincomeincreased 8 per cent, to
SEK 24 595m, mainly due toincreasedlending
volumes.

M Asset management Other

Net commissionincomerose 6 per cent, mainly
duetoincreased asset managementincome
resulting fromabouyant equity market.

Otherexpenses e Cost/incomeratio

Totalexpensesrose 5 per cent due toamong
otherthingsarestructuring reserve of SEK
300mallocatedinthe fourth quarter.
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The SNDQ's view at the time was that Swedbank meets the MREL
requirement by a wide margin. Expressed as a percentage of risk-
weighted assets, Swedbank has an MREL requirement of 34.8 per
cent. Asapercentage of total liabilities and the capital base, the
requirement amounts to 7.3 per cent. As of 2022, banks’ eligible
liabilities must be subordinated to the liabilities that are exempt
from write-down or conversion. To make it easier for Swedish
banks toissue debtinstruments that meet this requirement,
Sweden has toamend its Right of Priority Actin 2018. In Decem-
ber the Basel Committee presented a proposal to finalise Basel lll,
the aim of whichis to harmonise capital requirements for banks
and strengthen the global financial system. It includes a package
of reforms for various types of risks, including changesin the
standardised approach for credit risk. The package alsointroduces
anREA floor at the aggregate level amounting to 72.5 per cent of
REA calculated according to the standardised approach. Until the
new rules are fully implemented, it remains uncertain exactly how
Swedbank will be affected. With its robust profitability and strong
capitalisation, however, Swedbank is well positioned to meet
future changes in capital requirements.

Other events

On9January Swedbank announced that the sale of Fastighets-
byran's holding in Hemnet had been completed. For the owner of
Fastighetsbyran, Swedbank, the sale resulted in a tax-free capital
gain of SEK680m. The capital gain was recognised in the first
quarterin otherincome.

On 2 February Aet Altroff was appointed Head of Customer
Value Management (CVM)and a new member of the Group Execu-
tive Committee. CVMis a new Group function that will drive cus-
tomer loyalty with proactive, relevant and personalised offers
distributed to theright channel at theright time based on cus-
tomerinsights.

On 22 February Swedbank’s Board of Directors announced
thatit had decided not tofile a claim for damages against the
bank’s former CEO or former Chair, both of whom were denied
discharge from liability for the financial year 2015 at the 2016

Creditimpairmentratio, %

13 14 15 16 17
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Annual General Meeting. Based oninformation known at the time
of the decision, the Board found no grounds for the bank to bring
legal action for damages against either of them.

Resolutions of the Annual General Meeting on 30 March
Swedbank’s Annual General Meeting re-elected Lars Idermark,
Ulrika Francke, Bodil Eriksson, Peter Norman and Siv Svensson as
Board members. The number of Board members was increased
from eight to nine and Mats Granryd, Bo Johansson, Annika Pouti-
ainenand Magnus Uggla were elected as new members. Lars Ider-
mark was elected by the Annual General Meeting as Chair of the
Board of Directors. The Annual General Meeting granted discharge
from liability to allmembers of the Board of Directors for their ser-
vicein 2016 or portions thereof, including the Chair and the CEO.
The former Chair and former CEO were also granted discharge
from liability for the periodsin 2016 that they werein service.

It was resolved that the dividend distributed to the sharehold-
ersforthe 2016 financial year would be SEK13.20 per share. The
record day was 3 April 2017. The Board of Directors’ authorisation
todecide toacquire the bank’s own shares was renewed. The total
holding of its own shares (including shares acquired for the bank’s
trading book) may not exceed ten per cent of the total number of
sharesin the bank. The Board of Directors was granted a mandate
toissue convertibles that can be converted to shares. Not more
than 110 million new ordinary shares can be issued by conversion,
oracorresponding number due to a bonus issue, shareissue, con-
version of convertibles, split or reverse share split, or similar cor-
porate actions. Lastly, the Annual General Meeting approved a
common and anindividual performance and share based remuner-
ation programme for 2017. 1t also resolved to transfer shares as
aresult of these programmes as well as those adopted by previ-
ous general meetings.

0On4 April Swedbank announced that it had entered into
apartnership with and investedin the fintech company Mina
Tjanster (“My Services”). Mina Tjanster’s personal finances app
makes it easier for people to manage their subscriptions to the

Changein Common Equity Tier 1 capital, 2017,
Swedbank consolidated situation, SEKbn
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services they usein theireveryday lives. The partnership will give
Swedbank’s customers access to the tool.

0On 5May Swedbank announced that it had signed an agree-
ment toacquire the payment service provider PayEx. The acquisi-
tion complements Swedbank’s e-commerce payment solutions
and creates good opportunities to continue to develop compre-
hensive payment solutions for retailers and their customers.

0On 16 May the SFSA announced its decision to close the ongo-
ing supervision case against Swedbank involving conflicts of
interest without taking any measures. Initiated in December
2015, the case was aresult of private investments made by a few
members of the former Group Executive Committee. Since
December 2015 Swedbank has taken measures toimprove the
internal procedures on conflicts of interest.

0On 19]June Swedbank announced thatit had enteredintoa
strategic partnership with Europe’s leading independent equity
broker, Kepler Cheuvreux. The partnership combines Swedbank’s
advisory skills and Equity Capital Markets (“ECM") relationships
with Kepler Cheuvreux’s research expertise and distribution
reach. Through the partnership, the bank’s customers gain access
toone of the market’s largest high-quality research footprintsin
the Nordics, covering over 900 European stocks, including 300
Nordic. Swedbankisinvesting ina 6 per cent equity stake in Kepler
Cheuvreux and will have one seat on the board of directors.

0On 26]June Carina Strand was appointed Head of Group HR and
amember of the Group Executive Committee. She took on her
new role at Swedbank on 1 October and was most recently Head
of HRatIBM Sweden.

0On 30]June Charlotte Elsnitz was appointed Head of the busi-
nessarea Baltic Banking and joined the Group Executive Commit-
tee. She was previously CFO for Baltic Banking.

On 16 August it was announced that Swedbank’s acquisition
of the payment service provider PayEx had been approved after
the customary review by competition authorities in Sweden and
Norway as well as the SFSA.

0On 6 September it was announced that Swedbank’s Annual
General Meeting will be held on Thursday, 22 March 2018in
Stockholm. The Nomination Committee consists of the following
members:

L ennartHaglund, appointed by the owner-group Féreningen
Sparbanksintressenter, Chair of the Nomination Committee

¢ Jens Henriksson, appointed by the owner-group Folksam

* Ramsay Brufer, appointed by Alecta

« Johan Sidenmark, appointed by AMF

 PeterKarlstrom, appointed by the owner-group Sparbanks-
stiftelserna

e Larsldermark, Chair of the Board of Directors of Swedbank AB
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0On 29 September Ragnar Gustavii was appointed as the new
Head of the CEQ Office at Swedbank and a member of Swedbank’s
Group Executive Committee. The previous head of the CEO Office,
Mikael Bjorknert, has been appointed head of the new unit Group
Strategy.

On 25 October the Board of Directors of Swedbank AB decided
to cease guaranteeing future debt instrumentsissued by Swed-
bank Mortgage ABsince thisisnolonger necessary fromarating
perspective. The decision has no effect on the rating of Swedbank
Mortgage AB (rated Aa3/AA-) oritsissued debtinstruments. The
mortgage company is operationally fully integrated with the
bank, partly through an agreement that gives the mortgage com-
pany access to the liquidity it needs to fulfilits payments obliga-
tionsand regulatory liquidity requirements. The decision only
affectsdebtinstrumentsissued after 8 November 2017. Accord-
ing to the guarantee conditions, the guarantee willremainin
effect withrespect todebtinstruments already inissue until they
have beenrepaid.

0On 30 October Swedbankissued itsinaugural EUR 500m,
5-year green bond. The proceeds will be used to finance sustaina-
blereal estate and renewable energy investments that reduce
carbonusage insociety. Swedbankintends to be aregularissuer
inthe green bond market.

On 6 November Swedbank launched Open Banking to capital-
ise on opportunities created by the EU’s second Payment Services
Directive (PSD2). Theintent of PSD2 is to encourage payment
servicesinnovationand improve online payment protection.

Events after 31December 2017

On 15February 2018, following an inspection of Swedbankin
Lithuania, the Bank of Lithuaniaissued a warning to Swedbank
and obliged Swedbank to remedy identified deficienciesininternal
control systems for money laundering prevention, processes

and documentation. Swedbank takes the findings by Bank of
Lithuania very seriously and has already initiated actions toimple-
ment aseries of measures aiming to improve itsinternal control
systems, toensure relevant customer due diligence data and to
enhance processes and routines. And thereby, the deficiencies
pointed out by Bank of Lithuania, has partly already been
corrected. Awarningis the lowest level of sanction that the
Bankof Lithuania canissue.

Sustainability report

Swedbank’s sustainability reportingisinaccordance with

the requirements of the Annual Accounts Act (chapter 6,
paragraph 12) on sustainability reporting. The scope is defined
onpages 174 and 196.

Swedbank Annual and Sustainability Report 2017
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Products and services that simplify
the customer experience

Swedish Banking maintained a strong focus on its customers’ needs in
2017. We have improved our offering to make it easier to manage every-
day finances and entered into new partnerships in the digital area.

We offer customers a convenient way to manage their finances
through the Internet Bank and our apps for private customers, but
alsothrough personal contact by phone and our branches as well
as partnerssuch as the savings banks and franchisees. With our
retail network, we want tobe an active part of the local commu-
nity, where we are also engaged inissues that have a positive
impact, such as Young Jobs andJunior Achievement.

New partnerships and acquisitions improve and simplify
Swedbank s always looking to partner with others to create digi-
talinnovations that help customers on a daily basis.In 2017 a
cooperation was established with the app “My Services’, which
customers can use to easily manage their subscriptions. Starting
lastfall, My Servicesis available in Swedbank’s and the savings
banks’app for private customers under the name “Subscription
help”. Another cooperation is with Samsung Pay, which customers
can use to pay by phone. Toimprove our services for retail custom-
ers, Swedbank acquired the payment service provider PayEx dur-
ing the year. This acquisition and the partnership with Samsung
Pay arein line with our strategy to develop card and mabile pay-
ment solutions to meet customer needs.

“Swedbank is always looking to
partner with others to create
digital innovations that help
our customers on a daily basis.”

Both private and corporate customers want to be able to do their
banking whenever and wherever they like. Thisis why we are
improving our digital services and telephone service. During the
year we launched a new Internet and app for private customers
and added services for corporate customers and round-the-clock
digital support by phone. In this way we free up time to advise cus-
tomers on more complexissues, and to guide themin our self-ser-
vice channels.

Abank for entrepreneurs and businesses

New and growing businesses are essential to create new jobs. We
therefore support innovation to encourage more people to start
their own companies. One way is a contest called Swedbank-
Rivstart (“Flying Start”), which was held in September. To inspire
entrepreneurs, we invited them to submit ideas with business
potential as well as the potential to create positive change. The
contest generated a huge response with over 4 000 entries, and
ten winners were selected with ideas that are also designed to
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benefitsociety inareas such as the environment, diversity, infra-
structure and health. The winners each received SEK 250 000in
seed capital and personalised support torealise theirideas. During
the year we alsoimplemented a corporate strategy to better
meet the needs of businesses.

Sustainability builds long-term financial value

Sustainability is well integrated in our business. By helping people
and companies make sustainable choices, we hope to contribute
tosociety'slong-term
development. This
includes our effortsto
promote savings, which
isanimportant part of
our heritage and drew
attentionduring the
year. We won Guld-
kanten, the National
Government Employee
Pensions Board (SPV)
award for Sweden’s
best pensioninforma-
tion, for the campaign
“First Pension Aid". Swedbank was also named the most sustaina-
ble bankinthe Nordic region’s largest sustainability study, Sus-
tainable Brand Index B2B.

Including gender and diversity issues in our day-to-day work
comes naturally for us, and for that Swedbank was awarded
Anna’s Gender Equality Prize by the Financial Sector Union of
Sweden, among others.

Swedbank isengagedin society in many ways. Oneis with the
organisation Friends, which we have now partnered with for fif-
teen years. We also want our customers to better understand
their personal finances, and together with the savings banks have
aproject called Young Economy to reach students.In 2017 Young
Economy ambassadors met almost 60 000 young people to teach
them about managing money.

Share of group profit
before impairments

b2

More satisfied corporate customers

Inthe Swedish Quality Index (SKI) survey, where around 600 of
Swedbank’s private and corporate customers participated, we
lost ground slightly compared to the previous year. The result was
inline with the entire banking sector, however. Our interpretation
isthat the survey reflects the finance industry’s rapid change. It
shows that bigger firms are having a harder time satisfying cus-
tomers than smaller ones, especially among customers who have
neitheramortgage nor savings. We continue to work toward our
goal of higher customer satisfaction. To obtain detailed support
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Swedish Banking in brief

Swedish Bankingis Swedbank’s largest business area,
accounting forjust over half of the Group’s overall profit. With
around 4 million private customers, we are Sweden'’s largest
private bank. Together with Large Corporates & Institutions,
we have over 300000 corporate and organisational customers.
By number of customers, this makes Swedbank Sweden’s
largest commercial bank.

Financial overview

Profit for the yearrose by 16 per cent to SEK 12 534m
(10822) mainly due toimproved net interest income as
aresult of higher lending margins and lending volumes.
Increased commission income from asset management and
income from the sale of Hemnet contributed positively as
well. This was partly offset by lower deposit margins and
higher creditimpairments.

Netinterestincome increased 8 percentto SEK15103m
(13969)due to higher lending volumes and lending margins.
This was offset by the transfer of business volumes and
financial results for anumber of large customers to Large
Corporates &Institutions in the first quarter 2017, lower
deposit margins and a higher resolution fund fee compared
with 2016.

Net commission income rose 7 per cent to SEK 7 448m
(6932). Theincrease was mainly due to increased income
from asset management, but alsoincreased income from pay-
ment processing and cards. This was partly offset by lower
income from equity trading and structured products as well
as lending commissions, mainly due to the transferred mort-
gage volumes from SBABin 2016.

Otherincome rose due to the sale of Fastighetsbyran's
holding in Hemnet as well as a higher result from Entercard
and higher netinsurance from the life insurance business.

Total expenses increased. Staff costs werein line with the
previous year. The number of employees declined but was
offset by higher payroll expenses. The consolidation of PayEx

forimprovements, we conducted a broad-based customer survey
lastautumninwhich around 5000 private and corporate custom-
erswere interviewed. It showed that satisfaction had risen
among corporate customers. Among private customers, the
result wasunchanged. In the periodicinternal surveys we conduct
onamong other things customer service in our branches and by
phone, we generally receive very high marks. Asastep toincrease

Condensed income statement, SEKm 2017 2016
Netinterestincome 15103 13969
Net commissionincome 7448 6932
Net gains and losses on financial items

at fair value 398 306
Otherincome 2180 1398
Totalincome 25129 22605
Staff costs 3239 3242
Other expenses 5689 5620
Total expenses 8928 8862
Profit before impairments 16201 13743
Impairments 493 -51
Operating profit 15708 13794
Tax expense and non-controlling interests 3174 2972
Profit for the year attributable to:

Shareholdersin Swedbank AB 12534 10822
Business volumes, SEKbn

Lending?! 1150 1135
Depositst 525 496
Key ratios

Returnonallocated equity, % 22.4 20.5
Cost/income ratio 0.36 0.39
Creditimpairmentratio? % 0.04 0.00
Full-time employees 3980 4090

1) Excluding Swedish National Debt Office and repurchase agreements.
2) Formoreinformation about the creditimpairment ratio see page 42 of the Fact book.

increased expenses together withincreased allocated
expenses from other business areas and Group functions.

Amortisation of intangible assets associated with pre-
vious acquisitions amounted to SEK80m (0).

Creditimpairments of SEK 413m were reported during
the period, compared with net recoveries of SEK 51min the
equivalent period in 2016. The increase is mainly due to pro-
visions for a few individual commitments.

satisfaction and build better relationships, we have launched a
CRMsystem. Customers can now receive individualised offers
directly intheInternet Bank. We have also started a pilot project
atanumber of branches where advisors now can quickly getan
overview of the customer’s needs and wants and adapt their
advice accordingly.

Swedbank Annual and Sustainability Report 2017
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Strong development continues
in the Baltic countries

Swedbank in the Baltics continues to see robust development.
A number of services were introduced during the year to make banking

easier for our customers.

Strong business activity

In 2017 economic growth was stronginall three Baltic countries.
Business confidence and consumer spending rose. This contrib-
uted toincreased customer activity inall areas, from lending and
everyday banking toinsurance. The Baltic banking sector contin-
ues tochange and develop. The biggest change recently has been
the merger of the Baltic operations of two of our competitors. We
see this as positive, since it shows confidence in the Baltic banking
market. Increased competition will also mean better solutions for
customers. Swedbank’s strategy remains to be an available
full-service bank,and our goal is to have a strong positionin every
key banking product and service areain all three markets.

Expanded digital functions and services

To support customers’ changing preferences and improve their
experience, we developed several new digital solutions during the
year.Inearly 2017 we launched Smart ID, a digital mobile app used
foridentification and authorisation. This enables our customers
tousetheInternet and Mobile Bank securely and conveniently,
make payments and sign documents digitally. The number of
Smart D users grew during the year to 386 000 in December
2017.We also added push notifications in the Mobile Bank for bills
andloan payments, and customers can quickly and easily apply for
aloanthrough the mobile app. To offer our customers the relevant
products and services based on their needs, we continue to work
with customer datain a structured way. By analysing variables
such as customer life, their financial habits and how they use our
products, we can be more proactive whenin contact with them.
Asaresult, around half of the sales are through digital channels
today.

“To offer our customers
relevant products and
services, we continue to
work with customer data
in a structured way.”

Corporate customers can benefit from the Swedbank Gateway
service, which makes it easy to digitally link a company’s account-
ing system and bank account. Starting from 2017 smaller compa-
nies can also use the Swedbank Gateway functions through a
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third party operator. We have also launched a digital accounting
tool thatis available through the Internet Bankin collaboration
with a third-party provider, to simplify accounting for small busi-
nesses. Corporate card holders are able to manage cards limits
through their mobile app. Leasing providers can benefit from new
vendor management tool, which makes the lease process quicker
and more convenient.

Working toimprove
customer satisfaction
Swedbank is also help-
ing customers to better
understand digital
developments, there-
fore we are teaching
themto use the Mobile
Bank. Allbranches are
equipped with smart-
phones, which has con-
tributedtoanincrease
in the number of cus-
tomers who actively use

the Mobile Bank.In 2017 the number of active Mabile Bank users
nearly doubled to 789 000.

Our goalis to provide our customers with the highest service
regardless of where they are.In 2017 we therefore focused on
improving the way we serve our mortgage customers. The major-
ity of our customers have chosen to receive mortgage advice by
phone. We have alsoimproved the advisory process for more
affluent customers to enable them to contact us remotely.

Asin previous years Swedbank has astrong reputationin
the Baltic countries and remains one of the most popular brands
among customers. According to anindependent study by Kantar
EmorinMay 2017, Swedbank is one of the ten most popular
brandsinall three Baltic countries. In Latvia Swedbank was the
most popular brand for the third yearinarow. In Estonia Swed-
bankis the third most popular brand in the country, while we
ranked eighthin Lithuania.

Share of group profit
before impairments

18..

Changesintaxlaws

Estonia’s government has changed its tax laws on corporate prof-
its and dividends. The new rules, which will be phased in between
2018and 2020, mean among other things that the tax on stable
dividends will gradually decline from 20 to 14 per cent. Banks will
alsohave to pay ataxontheir current year's profit of 14 percent,
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Baltic Banking

Baltic Banking in brief

Baltic Banking accounts for nearly one fifth of Swedbank’s
total operating profit and has operationsin all three Baltic
countries. Swedbank is aleading bank in the Baltic region. Our
largest market is Estonia, where we have a leading positionin
all our core product areas, such as lending to and deposits
from households and companies, payments and pensions. We
alsohaveastrong presencein Latvia and Lithuania, particu-
larly among private consumers.

Financial overview

Profitincreased to SEK 3999m (3 685) mainly due to higher
netinterestincome and commissionincome. FX effects raised
profit by SEK 73m.

Netinterestincomerose 4 percentinlocal currency.
Theincrease was mainly a result of higher lending volumes.
Achangeintheinternalallocation of feesrelated to the reso-
lution fund and deposit guarantee positively affected net
interestincome. FX effects raised net interest income by
SEK77m.

Lending volumesrose 4 per centinlocal currency driven by
increased household borrowing. Lending grew in Estonia and
Lithuania. Deposit volumes grew 6 per centin local currency
mainly as a result of strong growth from households, though
corporate deposits alsoincreased.

Net commissionincome increased 12 per centinlocal cur-
rency thanks to higherincome from asset management and
cards as well as the service packages introduced in Lithuania.
Net gains and losses on financial items fell slightly in local cur-
rency. Otherincome rose 17 per centinlocal currency thanks
to higherincome from the insurance business.

Total expenses rose 3 per centinlocal currency mainly
due to higher staff costs and marketing expenses.

which can then be offset against the tax on dividends. Since the
Estonian subsidiary is very well capitalised, Swedbank has decided
toraise the dividend policy from 60 to 100 per cent. The change
affects profitsasof January 2017.In Latvia a new tax reform will
beimplementedin 2018, with one of the objectives being to

Condensed income statement, SEKm 2017 2016
Netinterestincome 4221 3994
Net commissionincome 2364 2074
Net gains and losses on financial items

at fair value 220 220
Otherincome 621 520
Totalincome 7426 6808
Staff costs 908 892
Other expenses 1768 1659
Total expenses 2676 2551
Profit before impairments 4750 4257
Impairments -76 -14
Operating profit 4826 4271
Tax expense and non-controlling interests 827 586
Profit for the year attributable to:

Shareholdersin Swedbank AB 3999 3685
Business volumes, SEKbn

Lending?! 149 140
Depositst 185 170
Key ratios

Returnonallocated equity, % 19.2 18.0
Cost/incomeratio 0.36 0.37
Creditimpairment ratio? % -0.07 -0.03
Full-time employees 3476 3642

1) Excluding Swedish National Debt Office and repurchase agreements.
2)For moreinformation about the creditimpairment ratio see page 42 of the Fact book.

Expenses for premises and rents as well as depreciation
decreased. Net recoveries amounted to SEK 97m, compared
with netrecoveries of SEK 35min 2016.

increase transparency in the economy. The principal changes are
that the tax on corporate profits that are reinvested in the busi-
ness will be O per cent, while the tax ondividends rises from 15 to
20 percent. The progressive income tax for individuals has also
changedin favour of low income earners..

Swedbank Annual and Sustainability Report 2017
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Advice adapted to

clients’ needs

Large Corporates & Institutions (LC&I) continued to refine its business
model during the year. New regulations, digitisation and changing client
needs are affecting our business, as is an uncertain macro climate.

Tomeet changing client needs and increase customer satisfac-
tion, Large Corporates & Institutions has continued to adaptits
operations.

InIT we are using Agile processes to work more proactively
and effeciently with product and service development. We have
also continued to develop digital platforms for FX trading and
cash management.

Injune Swedbank enteredinto a strategic partnership with
Kepler Cheuvreux, one of Europe’s leading independent equity
brokers, to develop the bank’s offering for Equity Capital Markets
(ECM). We can thereby offer our institutional clients the Nordic
region’s broadest analysis coverage, a MiFID-compliant execution
platformand global distribution for ECM transactions. As part of
the partnership, part of Swedbank’s analysis team transferred to
Kepler Cheuvreux’s organisation in Stockholm and Oslo.

Anew service model has been developed for corporate clients
tofurther strengthen the bank’s position as a leading supplier to
medium-sized and large companies. The goal is to adapt the offer-
ing to the specific lifetime needs of the largest client groups. We
have also established a new client organisation, Client Coverage,
headed by Lars Ljungdlv, to meet the needs of corporate, organi-
sational and institutional clientsin asingle unit.

Tostay close toclients and be more available, most of Large
Corporates & Institutions’ employees moved in the spring from
Sundbyberg to central Stockholm.

“A new corporate strategy has
been developed together with
Swedish Banking to further
strengthen the bank’s position
as a leading supplier to
medium-sized and large
companies.”

New regulations and an uncertain macro climate

Large Corporates & Institutionsis affected by many new and
amended regulations and standards such as GDPR and IFRS 9.
One of the mostimportant for our businessis the financial instru-
mentsdirective MiFID I, which willimprove investor protection
and setrequirements that affect many parts of our business.
Several major projects are underway to adapt the bank’s IT devel-
opment, product sales, distribution, information management and
dataaggregation to the regulations.
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The macroeconomic climate was distinguished during the year by
both opportunities and challenges. The oil and offshore markets
still face pressure. The willingness of oil and gas producers to
invest has decreased greatly as they have adapted toalower
revenue environment. Investment levels are expected to stay
low in 2018, with a cautiousincrease latein the year.

We are strengthening our positions

Several strategicrecruitments were made in Norway during the
year. Specialists have been added in the large corporates organi-
sation, Corporate Finance, Debt Capital Markets (DCM) and credit
analysis.

There were several
very popular client
eventsduring the year.
Swedbank celebrated
itstenth anniversaryin
Shanghaitogether with
local clientsand those
basedin the Nordicor
Balticregions.

Ourannual Swed-
bank Energy Summit
in Oslo, with many
national and international speakers, attracted a record audience
0f 900, proof of our strong position in the energy market. In addi-
tion, Swedbank Summit was held in Berlin, where Nordic and
Balticexecutives gathered to be inspired by and share knowledge
on geopolitical changes, sustainability and the future of the EU.

Swedbank was an advisor in several major deals during the
year, including with Intrum Justitia, where the bank served as
Mandatory Lead Arranger (MLA); Karo Pharma’s acquisition of
the Norwegian healthcare company Weifa ASA, which the bank
helped tofinance; and the refinancing of Health & Fitness Nordic.

The bank also made major gains in Prospera’s surveys during
the year. Swedbank won Prospera’s Corporate Banking Real
Estate Sweden Awardin 2017 and ranked firstin Commercial
Paper Sweden.

Moreover, Swedbank won a tender from the National Debt
Office for a payment solution for all 235 Swedish authorities and
state enterprises. In tight competition Swedbank became the
leading supplierin the Swedish payment market, with a market
share of about 90 per cent of all transactions.

Since early September we offer FX trading round-the-clock, so
customers can secure currencies whenever they like. Corporate
and institutional customers can now access our service any time
of day through e-channels to track and execute orders.

Share of group profit
before impairments

17.
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Large Corporates & Institutions in brief

Large Corporates & Institutions (LC&l) is responsible for
Swedbank’s products and services for the largest companies
and financial institutions. We offer everything from tradi-
tional bank lending and funding advice to liquidity manage-
ment, trading in financial instruments and analysis. We are
alsoresponsible for developing corporate and capital market
products for Swedish and Baltic Banking and the savings
banks. The majority of LC&I's 1 173 employees are in Sweden,
butwearealsorepresented in the Baltic countries, Norway,
Finland, Luxembourg, China, the US and South Africa.

Financial overview

Profitincreased 15 per cent to SEK 2 658m (2 315) mainly
due to lower creditimpairments. Income and expenses were
bothinline with the previous year.

Netinterestincome increased 6 per cent to SEK 3546m
(3 334).Netinterestincome from lending rose due to
increased volumes attributable to the transfer of anumber of
corporate customers from Swedish Banking to Large Corpo-
rates &Institutions as well asimproved margins. Excluding
theinternally transferred customers, lending decreased
partly because customers chose to obtain financingtoa
greater extent through the bond market.

Net commission income increased 1 per cent to
SEK 2 348m (2 336). Commissions from lending and guaran-
teesincreased, and payment processing, asset management
income, and custody fees also contributed positively.
Cardincome decreased due to higher card processing fees.
Corporate finance income decreased as well.

Net gains and losses on financial items at fair value
decreased 10 per cent to SEK'1853m (2 068) from last year’s
high level. Low volatility in the financial markets resulted in
lower income from equity and FX trading.

Total expenses were stable at SEK 3 516m (3 526). Lower
staff costsdue torestructuring costsin 2016 as well as the
transfer of staff to Kepler Cheuvreux were contributing
factors. Variable compensation decreased in 2017 partly

Continued focus on sustainability

Sustainable growthis a high priority for Swedbank. In October
Swedbank issued its first green bond, with Swedbank Debt Capi-
tal Markets as advisor for green structuring. We alsoimproved our
positionsin EUR bonds throughissues for Swedish and Norwe-
gian companies. InJanuary Swedbank joined the Climate Bonds

Condensed income statement, SEKm 2017 2016
Netinterestincome 3546 3334
Net commissionincome 2348 2336
Net gains and losses on financial items

at fair value 1853 2068
Otherincome 123 77
Totalincome 7870 7815
Staff costs 1530 1696
Other expenses 1986 1830
Total expenses 3516 3526
Profit before impairments 4354 4289
Impairments 969 1525
Operating profit 3385 2764
Tax expense and non-controlling interests 727 449

Profit for the year attributable to:
Shareholdersin Swedbank AB 2658 2315

Business volumes, SEKbn

Lending?! 203 178
Depositst 128 116
Key ratios

Returnonallocated equity, % 12.0 119
Cost/income ratio 0.45 0.45
Creditimpairmentratio? % 0.40 0.59
Full-time employees 1173 1218

1) Excluding Swedish National Debt Office and repurchase agreements.
2) Formoreinformation about the creditimpairment ratio see page 42 of the Fact book.

because of the employees who left the Norwegian operations
during the year. Other expensesincreased due to the acquisi-
tion of PayEx and the partnership with Kepler Cheuvreux.
Creditimpairmentsamounted to SEK 969m, compared with
SEK 1482minthe same period last year. Creditimpairments
were mainly attributable to provisions for exposuresin oil-
related sectors. The share of impaired loans was 1.9 per cent.

Partners Program to capitalise on opportunities to promote,
support and finance sustainable development. Demand for CO?
analysis of customer portfolios increased during the year, and
through the strategic partnership with Kepler Cheuvreux we
more strongly focused on environmental, social and governance
(ESG) analysis.

Swedbank Annual and Sustainability Report 2017
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Central functions support
the business operations

Swedbank’s Group functions support the CEO and the Group’s business
operations. In 2017 a new function, Customer Value Management (CVM),

was formed to strengthen customer loyalty.

New unit to strengthen customer loyalty

Anew Group function, Customer Value Management (CVM), was
createdinMarch 2017 todevelop and increase the bank’s data-
drivensales and service functions. CVMis responsible for coordi-
nating customer strategies, developing customer offers and prin-
ciples, generating data-driven customer intelligence, and
developing and managing customer offers and campaigns. In
2017 the focus was ondeveloping new tools and processes to
aggregate and analyse large amounts of data and obtain intelli-
gence used for proactive customer offers and communicationin
our channels.

Digitisation of everyday services

Digital Banking is a Group function responsible for developing and
managing the digital channels as well as the tools used tointeract
with customers.In 2017 a new Mobile and Internet Bank was
introduced in Sweden, along with an external homepage for the
Open Banking collaboration and a third-party partnership with
the fintech firm Mina Tjdnster (“My Services”). We also developed
fully digital consumer loans and enabled new customers to sign up
online. The launch of Smart ID in the Baltic countries has signifi-
cantly increased the use of mobile services. At the same time
aunit withresponsibility for the bank’s channels was started
together with the business areas to optimise the launch and
implementation of digital tools.

Focused work in the product areas

Group Savings and Group Lending & Payments were formed in
2016 toaddress the major changesin each area. The product
areas focus on supporting the business and digitising the product
range. Group Savingsis responsible for the bank’s savings prod-
uctsinour four home markets. Thisincludes all products except
equitiesand structured products, where Group Savingsinstead
works closely with Large Corporates & Institutions. Group Pay-
ments & Lendingis responsible for the bank’s loan and payment
offers. The product area works closely with the business areas,
the|T organisation and Digital Banking.

Group Treasury — a bank within the bank

The majority of the income generated within Group Functions &
Otheris from Group Treasury. Among its responsibilities is ensur-
ing that the bank always has sufficient liquidity, capital market
funding and capital planning. The unit also manages market and
liquidity risks that arise in the business areas. Thisis done by
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having Group Treasury
pay the business areas
aninternalrate of inter-
est for the liquidity they
provide the bank
(deposits)and charge
them for the liquidity
they utilise (mainly lend-
ing). Theinternal rate of 0/0
interestonanindividual

transaction dependson
factorssuchasmatu-
rity, currency, fixed
interest period and external market interest rates. Group Treas-
ury essentially serves as a form of internal bank. Although Group
Treasury does not earn or lose money over time on the fund trans-
fer pricing system, netinterestincome will fluctuate as a natural
part of operations. Group Treasury also has a mandate to take
interest rate risks, which makes it possible to generate a positive
result. The unit'sincomeis affected as well when market move-
ments change the value of the bank’s liquidity portfolio, consist-
ing of interest-bearing assets, and any covered bond repurchases.

Share of group profit
before impairments

Group functions support the business operations

Amang other Group functions that support the CEO and the

Group’s business operations are:

 Group Compliance, with responsibility for ensuring that the bank
complies with external and internal regulations.

* GroupIT, which sets long-term T priorities and adapts them
tothe bank’s business strategies. Group IT also provides
anumber of IT services to the bank, including development
and maintenance.

« Group Risk ensures that risks are managed effectively and
in accordance with Group-wide routines.

« CEO Office coordinates units with responsibility for strategy,
HR, legal, communication, sustainability (Swedbank’s sustaina-
bility reportis presented on pages 173-194) and branding.

* CFO Office coordinates units with responsibility for financial
controland reporting (including Group Treasury) and procure-
ment. Complementing the Group functionsis Internal Audit,
whichreportsto the Board of Directors and reviews and
evaluates the organisation’s risk management, governance
and control systems (For more information, see page 45.)
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Group functions & Other in brief

Group functions & Other consists of central business support
units such as Digital Banking and Group Treasury and the
product areas Group Lending & Payments and Group Savings.
Therole of Group functions s to support the CEO and the
Group’s business operations. Group functions are also respon-
sible for drafting and monitoring the application of Group-
wide guidelines and processes, for Group-level decisions on
the application of policies on behalf of the CEQ, and for compil-
ing, analysing and providing information to the CEO and the
Board of Directors.

Financial overview

Profitdecreased to SEK159m (2 717). Group Treasury’s
profitdecreased to SEK 771m (2 668).

Netinterestincomerose to SEK 1 734m (1 554). Group
Treasury’s netinterestincome increased to SEK 1 783m
(1610)due to more favourable conditions for currency
swapsat thestart of 2017.

Net gains and losses on financial items at fair value
decreased to SEK-537m (-363). Net gains and losses on
financial items within Group Treasury decreased to SEK
-479m (-354). The previous year was positively affected by
a gain of SEK457m on the sale of Visa Europe. Excluding the
Visaeffect, net gains and losses on financial items increased
within Group Treasury mainly due to year-end related volatil-
ity inthe currency swap market at the start of 2017.

The share of the profit or loss of associates decreased to
SEK 102m (1 652) due to the positive effect of the Visasalein
the equivalent periodin 2016.

Expensesincreased to SEK 1 526m (818) mainly due to
higher staff costsand therestructuring reserve allocatedin
the fourth quarter.

Condensed income statement, SEKm 2017 2016
Netinterestincome 1734 1554
Net commissionincome -187 -41
Net gains and losses on financial items

at fair value -537 -363
Otherincome 1234 2573
Totalincome 2244 3723
Staff costs 4268 3546
Otherexpenses -2742 -2728
Total expenses 1526 818
Profit before impairments 718 2905
Impairments a5 -27
Operating profit 623 2932
Tax expense and non-controlling interests 464 215
Profit for the year attributable to:

Shareholdersin Swedbank AB 159 2717
Full-time employees 5959 5111

Swedbank Annual and Sustainability Report 2017
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Low risk in a rapidly

changing world

Swedbank has a sound and structured risk management process that
is well integrated in every part of our operations. Careful and consistent
monitoring of risk is an integral cornerstone in Swedbank’s work to create

long-term value for all our stakeholders.

Risks arise naturally in all financial businesses. Managing and pric-
ing risks correctly is therefore an essential part of Swedbank’s
daily work to create value. Risk, in this context, refers to a poten-
tially negative impact on the bank’s value that can arise due to
internal processes or future internal or external events. Risk man-
agement takes place at several levelsin the bank, including
through the independent risk organisation.

Adiversified credit portfolio

Responsible lending is a precondition to a well-functioning bank.
Swedbank’s business units and subsidiaries have full responsibil-
ity for the credit risks that arise in their operations. The employ-
eesatourbranches are the closest to customers and know them
and the specific market best. This personal interaction providesan
opportunity to offer advice on the customer’s entire financial sit-
uation. Standardised risk classification tools support the lending
process.

Swedbank’s lending is focused on its four home markets, which
account for 96 per cent of all lending, while the other 4 per cent
relates mainly to customersin the other Nordic countries. The
credit portfoliois well-diversified and comprises a large number of
customers, primarily in sectors with low risk.

Tomaintain a well-diversified credit portfolio with a low risk
profile and a good balance between risk and return, Swedbank
works continuously to understand customers and their market
prerequisites. As aresponsible financial partner, itisin Swed-
bank’sinterest that customers don’t take unnecessary risks. This
isensured by considering each customer’s financial situation, abil-
ity torepay andresilience in both the short and long term.

Swedbank monitors all borrowers continuously, and in the
case of corporate customers, credit institutions and sovereigns
creditassessments are conducted at least once a year. Corporate
customers also undergo a special sustainability risk assessment
prior to larger credit decisions.

Through delegated responsibility the organisation canreact
quickly if problems arise. To proactively manage risks, the credit
portfoliois continuously analysed to see how it could be affected
by future macroeconomic changes and in various crisis scenarios.
These analyses provide guidance for lending as well as for
changesininternal rules.
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Credit risk remains low

Swedbank’s credit impairments and impaired loans remain at low
levels. The strong economic growth in Swedbank’s home markets
has contributed to generally low risk in the credit portfolio. The
low risksinthe portfolio are confirmed by internal and external
stresstests.

The majority of Swedbank’s lending consists of mortgages
toprivate customersin Sweden. During the autumn, after years
of alongerrise, prices started to decline in the Swedish housing
market.

Toensure the quality of its credit portfoliocustomers’ long-
term ability to pay back their loans, Swedbank always makes an
analysis of the customer’s repayment ability, also at a significantly
higherinterestrate level. When lending to tenant-owner rights,
the analysisalsoincludes anincreased fee to the tenant-owner
association. Furthermore, Swedbank has amortisation require-
ments and limits on debt-to-income levels. Swedbank continu-
ously reassesses its lending criteria for homebuyers. The credit
impairments recognised during the year are mainly attributable to
oil-related commitments, which account for nearly 1.5 per cent of
total lending.

Investmentsin the oil-related sector remained at a low level.
The close dialogue with oil-related customers continued accord-
ing to plan as they restructure and reconstruct. In cases where
reconstructions are not considered sustainable, the bank has allo-
cated provisions for anticipated losses as a precaution.

Stable market and counterparty risks
Despite growing macroeconomic uncertainty at times, Swed-
bank’s market risks remained at low and stable levels.

Swedbank controls, analyses and reportsits market riskson a
daily basis. Value-at-Risk, sensitivity to interest rate fluctuations
and theimpact on the portfolio of potential shiftsin equity prices
are allexamples of calculations that are performed and analysed
toensure that any market risk-related losses are low and limited
withintherisk appetite set by the Board of Directors. To comple-
ment these calculations, daily stress tests are conducted in which
anumber of more extreme events and their potentialimpact on
the market value of the portfolios are analysed.

Counterparty risk arises in cases where a counterparty ina
transaction fails to meet its financial obligations and the collateral
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that has been received isinsufficient to cover the claim. The
majority of Swedbank’s counterparty risks derive from the Swed-
ish operations within Group Treasury and Large Corporates &
Institutions (LC&l). For a counterparty to transact with Swedbank
it must first undergo a process in which a number of factors are
carefully considered before alimit is approved. Swedbank uses
various types of methods to minimise counterparty risk, mainly
legal contracts that permit netting as well as exchanges of finan-
cial collateral.

The Group works continuously and systematically to comply
with existing and pending regulations. Thisincludes aninherent
oversight of the models, methods and processes applied to man-
age Swedbank’s market and counterparty risks.

Greater focus on operational risk in a digital world
Swedbank is exposed to operational risksin all its businesses.

Anincreased number of regulations and digitisation are mak-
ingit more complex to work with these operational risks, not least
because of the growing number of places and ways in which the
bankinteracts withits customers. The aimis to minimise opera-
tional risks to the extent possible.

Operational risks are managed through self-assessments, inci-
dent management, and continuity and crisis management. When
new products, servicesandIT systems are introduced or signifi-
cant changes are made, arisk assessment is performed.

Working consistently on adaily basis with operational risksis
crucial tomaintaining low levels of losses. Losses related to oper-
ationalrisks are low inrelation to anticipated losses and compared
with other European banks.

Digital developments, together with Swedbank’s size and
market share, make Swedbank a potential target for cyber crime.
The costrelated to cyber crimeisrising significantly in Europe but
ataslowerrateinthe Nordicregion.Inrecent years Swedbank has
beenrelatively spared from Trojan horses and distributed deni-
al-of-service attacks and has had comparatively low card losses.

Swedbank takes a structured approach to security work to
protect the bank andits customers against cyber crime and other
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information risks. Preventive measures are taken in terms of risk
management, business intelligence and threat analysis to put the
appropriate security mechanismsin place. An active dialogueiis
maintained with customers and employees to keep them aware of
theimportance of protecting their owninformation as well as the
bank’s. Internally, the emphasisis onintegrating information
security asanatural part of internal processes and incorporating
security into new products from the start. The incidents that nev-
ertheless occur are managed within the bank’s security process,
whichincludesinvestigators and technical competence.

Strong position in the capital market

Since a significant share of Swedbank’s lending has a maturity of
several years, while the majority of deposits can be paid out
directly to customers upon request, a liquidity risk arises.

Tomanage thisrisk, Swedbank also utilises capital market
funding and variousinterest rate derivatives. For example, the
majority of Swedish mortgages are funded with covered bonds,
where the maturity usually ranges between 2 to 7 years. Swed-
bank also utilises unsecured funding to match assets with equiva-
lentamounts and maturities. Since the majority of funding is cov-
ered by deposits, covered bonds and equity, the unsecured
funding need s limited.

Swedbank also has a liquidity reserve of SEK 349bn, comprised
of interest-bearing securities and balances with central banks,
tomanage liquidity risks. Group Treasury is responsible within
Swedbank for managing the Group's liquidity risks. To monitor
theserisks, it uses aso-called survival horizon, which shows how
long the bank can manage a period of stress without access to
funding. As of 31 December 2017 Swedbank would be able to sur-
vive for more than 12 months with the capital markets completely
shut down.

Liquidity Coverage Ratio (LCR) and net stable funding ratio
(NSFR) are monitored as well. LCR ensures that Swedbank has a
liquidity reserve to meetitsliquidity needsin stressed situations
inthe next 30days. Asof 1 January 2013 Sweden mandates a
minimum level of 100 per centin totaland for USD and EUR indi-
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vidually. As of 31 December 2017 the Group’s LCR was 173 per
cent,and for USD and EUR was 362 per cent and 374 per cent,
respectively.

NSFR matches a bank’s deposits and lending over one year.
Aratioof over 100 per cent means that long-termilliquid assets are
financed to asatisfactory degree with stable long-term funding.

Swedbank had, according to the latest proposal of the Basel
Committee,an NSFR of 110 per cent on 31 December 2017.

Moreover, Swedbank’s bonds are rated by credit rating
agencies. Today we are one of few commercial banksin the
world witha AArating from all big three rating agencies: S&P,
Moody’s and Fitch.

Capital buffer creates stability

Although Swedbank takes expected losses into accountin pricing
loans, which meansinterest income is normally sufficient to cover
any losses, thereis arisk that unexpected losses may arise.

To cover lending-related risks, but also other risks such as
market risks and operational risk, rules require banks to maintain
acertainamount of capital inrelation to their risk exposure
amount (REA).

The capital largely consists of Common Equity Tier 1 capitali.e.
shareholders’ equity adjusted for items such as goodwill and
anticipated dividends. REA is the sum of the value of the bank’s
assetsbased on their anticipated level of risk. In the risk adjust-
ment, the value of each asset is multiplied by various risk weights,
which vary depending on the type of customer, historical credit
impairments and collateral received.

Aloantoacustomerinasector where creditimpairments have
histarically been high, forinstance, is assigned a higher risk weight
than a Swedish mortgage, where credit impairments are histori-
cally low. This means that Swedbank has to hold more capital for
eachkronalenttoacustomer with higherrisk. Since it appliesa
low-risk strategy where the majority of assets consist of loans to
Swedish households backed by real estate, which historically give
rise tolow creditimpairments, Swedbank has relatively low risk
weights compared with other European banks.

The capital requirement for Swedish banks is determined by
both EUregulations and the SFSA's assessment of whether
Swedbank’s capital is sufficient, which entails an annual Supervi-
sory Review and Evaluation Process (SREP). This process reliesin
parton a self-assessment of Swedbank’s capital needs, taking into
account the bank’s current and future risk profile, internal risk
measures and an evaluation of future capital needs. Swedbank’s
Common Equity Tier 1 capital requirementincluding all announced
increasesinthe countercyclical buffer was 21.9 per cent at year-
end 2017, compared with the reported Common Equity Tier 1 cap-
italratio of 24.6 per cent. For more information on risks, please
refer tonote G3 on page 74.
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Swedbank - simplified balance sheet, SEKbn
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Assets Liabilities
Swedbank
Swedbank AB Mortgage AB  Covered bonds

Standard & Poor’s
Short-term A-1+ A-1+
Long-term AA-(N) AA-(N) AAA(S)
SACP a+
Moody’s
Short-term P-1 P-1
Long-term Aa3(S) Aa3(S) Aaa
BCA a3
Fitch
Short-term F1+ n.a
Long-term AA-(S) na n.a
VR aa-

P = Positive outlook, S = Stable outlook, N = Negative outlook

SACP,BCAand VR are ratings without implicit support from a third party
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Swedbank’s risk profile

Swedbank defines risk as a potentially negative impact on the bank’s value that can
arise due tointernal processes or future internal or external events. The concept of risk

includes the probability that an event will occur and the impact it could have on the bank’s

results, equity or value.

Description

Risk profile

BOARD OF DIRECTORS’ REPORT
Risk management

Risk management

Creditrisk

Therisk thataborrower will fail to
meet their contractual obligations to
Swedbank and therisk that pledged
collateral will not cover the claim.
Creditriskalsoincludes counterparty
risk, concentrationrisk and settle-
mentrisk.

Swedbank has a well-diversified and balanced credit port-
foliowithalow risk profile. Lending to the public consists
largely of mortgages and loans to small and medium-sized
companies with alow risk level. The majority of lending
isto customersin our four home markets, of which about
86 percentin Swedenand about 10 per centin the Baltic
countries.

Responsible lending is critical to a well-functioning
bank. This means taking into consideration each
customer’slong-term finances, ability torepay

and resilience. Swedbank works proactively with
customers who are facing financial difficulties.
Corporate customers undergo a special assessment
of sustainability risks, including risks related to cor-
ruption and the environment.

Market risk

Therisk that the value of Swedbank’s
shareoritsresults orequity will
decreaseduetochangesinriskfac-
torsinfinancial markets. Market risk
includesinterestrate risk, currency
risk, share price riskand commodity
risk as well as risks from changesin
volatility or correlation.

Swedbank’s market risks are low. The predominant risks
areofastructural or strategic nature andrelate to the
interestraterisk thatarisesasanatural part of the Group’s
core businesse.g. when customers demand different fixed
interest terms on deposits and loans. Market risk also arises
when the bank offersits customers various types of finan-
cial products.

Swedbank centralises all interestrate risk toa few
risk-taking units with risk mandates from the CEO
and Board of Directors. Effective risk management
isachieved by matching maturities and with the
help of derivatives.

Liquidity risk

Therisk that the bank cannot fulfilits
payment commitments at maturity.
Liguidity risk arises because the
maturity structures on the assetand
liability sides of the balance sheet do
not coincide.

Swedbank’s liquidity riskis low. The bank maintains a
liquidity reserve toensureitsresiliencein the event of
disruptions to the capital markets. The reserve consists of
balances with central banks and securities with a high level
of creditworthiness that can be pledged to central banks or
divested onvery short notice. Swedbank tries to match the
maturitiesinits funding with the corresponding maturities
initsassets.

Access tolong-term financingis critical to ade-
quately manage liquidity risk. Swedbank has there-
fore diversified its funding through short- and long-
term programmes in various capital marketsandin
different currencies. Liquidity risk is limited in terms
of survival horizon.

Operational risk

Therisk of losses resulting frominad-
equate or failed internal processes or
routines, human error, systemerror or
external events. Operational risk also
includeslegal risk and information
risk (i.e. the risk of losses due to insuf-
ficient protection of informationin
terms of confidentiality, accuracy and
accessibility).

Operational risks occurinall businesses. It is not possible
or cost effective to try toeliminate all of them. Swedbank'’s
goal, however, is to minimise the risks given the nature of
itsoperations, strategy, risk appetite and market. Minor
losses are anormal part of the bank’s operations. The

bank works actively toavoid larger losses and incidents
that affect many of its customers, so such eventsarerare.
Tominimise informationrisk, itis critical that the bank’s
employees are aware and prepared. Measures involving IT,
processesandroutinesare alsoimportant toreduce inten-
tional or unintentional access to or changesininformation.
Security policies are updated as threat scenarios change.

Swedbank hasinternal regulations to manage
operational risk and works diligently to preventinci-
dentsandlosses from occurring. Risk analyses and
risk-reducing measures are performed on a contin-
uous basis and in connection with major changesin
operations and offerings. Through continuity plan-
ning the bank is prepared to minimise the effects of
incidents as quickly as possible if they do occur.
Swedbank also hasinternal rules describing how
information should be protected. Based onanannual
threat and risk analysis, we define adequate protec-
tion forvarious categories of information. Moreover,
the bank usesamanagement systemasatool tolead
and coordinate the Group's short- and-long term
effortsinastructured and methodical manner.

Insurance risk
Theriskofachangeinvalueduetoa
deviation between actual and antici-
patedinsurance costs, which may be
duee.g.toprojectedlongevity, mor-
tality, morbidity or claim frequency.

Swedbank hasinsurance operationsin Sweden, Estonia,
Latviaand Lithuania offering riskinsurance and savings
products such as endowmentinsurance, variable universal
lifeinsurance and pension products. The largest risksin
these operations are market risk and insurance risk. Market
riskis limited since the large part of the portfolio consists
of products where therisk is borne by customers.

Insurance riskis managed by basing premiums on
statistical assumptions and through close moni-
toring and analysis e.g. toidentify new trends.

To further limit risk exposure, some insurance risks
arereinsured.

Reputational risk

Reputational risk refers to the risk
that the trust of customers, share-
holders, investors and the public will
be damaged by perceived weaknesses
in business methods that potentially
affect the bank'sresults and tangible
andintangible assets.

The Group shallactinanexemplary manner and actively
manage threats to the bank's reputation with respect to
its core business and stakeholders as well as ensure that
measures are takenin line with Swedbank’s values.

Reputational riskis managedin alarge number of
Swedbank’s operational risk management pro-
cesses, such asthe New Product Approval Process
(NPAP), butisalsoanintegral part of the credit
approval process.
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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 on 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 2017.

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 abide by the bank’s vision, purpose and values (see also page
16) 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
androutines. The functions for Compliance and Risk are included
here as well. Group Savings and Group Lending & Payments are
responsible for offering competitive products and services and for
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providing business support for employees whointeract with cus-
tomers. Digital Banking is responsible for developing and manag-
ing the digital channels and the tools used in customer interac-
tions.CVMisresponsible for customer strategies, developing
customer offersand principles, generating insight based on cus-
tomer data, and developing and managing campaigns.

The diagramon page 39 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 operation-
ally through the business areas. Board members of major subsidi-
aries are appointed through a process where nominees are
approved by the bank’s Board.

o 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
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¢ 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
special majority. Swedbank has one class of share, ordinary shares,
alsocalled A shares. 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 2017

The 2017 AGM was held in Stockholm on Thursday, 30 March.

Atotal of 1441 shareholders attended personally or by proxy,

representing about 54 per cent of the votesin the bank.
AllBoard members who were nominated for re-election

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

Committee and the Chief Auditor.

Among the 2017 AGM resolutions were the following:

¢ adoptionoftheannual report

« dividend for the 2016 financial year of SEK 13.20 per share

 decisiontoelect nine Board members. Five Board members
were re-elected and four new members were elected. Lars
Idermark was elected as the Chair

e 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

e remuneration guidelines for senior executives

e Group-level performance- and share-based remuneration pro-
gramme for 2017. As aresult of thisand previously approved
programmes, it was resolved to transfer ordinary shares (or
other financial instrumentsin the bank) to employees covered
by the programmes

« principles for appaointing the Nomination Committee

* theBoard's members were discharged from liability

o Nomination Committee

The starting point for the Nomination Committee’s work is that
the Board should be composed of members with diversity and
breadth onregards competence, experience and background,
preferably with an even gender distribution. The bank’s opera-
tions, stage of development and future direction must be taken
intoaccount as well. While it isimportant that the Board has
the support of shareholders, it also has to be independent in
relation to the bank and its executive management as well as
the bank’s major shareholders.
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The 2017 AGM decided on the principles for the appointment of
the Nomination Committee prior to the 2018 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 businessday in August 2017), on the con-
dition that they wish to appoint a member. Under certain circum-
stances amember may also represent a group of shareholders.
Swedbank’s Nomination Committee represents the shareholders,
and normally only one person from the Board participates onthe
committee. If amember leaves the Nomination Committee before
its work is completed, the committee may decide to replace 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. If a new shareholder
becomes one of the bank’s four largest after the Nomination
Committee has been constituted, the committee has theright to
co-opt amember appointed by that shareholder. A co-opted mem-
ber cannot participate in the Nomination Committee’s decisions.
The Nomination Committee appoints a Chair from amongits
members, though not the Chair of the Board. The committee’s
mandate extends until a new Nomination Committee has been
constituted. Members of the Nomination Committee are not
remunerated for their work or costs incurred. However, the Nomi-
nation Committee has theright, at the bank’s expense, to engage
arecruitment consultant or other external consultants as deemed
necessary to fulfilits assignment.

The duties of the Nomination Committee, where applicable, are to

submit proposals for the next AGM on the following:

¢ election of a Chair of the AGM

¢ number of Board members

e remunerationtoBoard members elected by the AGM, including
for committee work

e remunerationto the Auditor

¢ election of the Board members and Chair

« electionof the Auditor

 principles for appointing the Nomination Committee

Duringits term the Nomination Committee also:

¢ continued tocreate aresource bank of potential 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 a
member of a bank board may hold

 verified the candidates’ independence

¢ conducted a suitability assessment of the candidates based on
the European Banking Authority’s guidelines, including an eval-
uation of their experience, reputation, conflicts of interest and
suitability in general. The Nomination Committee also evalu-
ated whether the candidates were able to devote sufficient
time to the Board's work

¢ evaluated the collective knowledge and expertise of the Board
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Current composition of Nomination Committee prior to the
2018 AGM (announced on 6 September 2017).

Member Representing

LennartHaglund, Chair of Nomination ownership group Féreningen
Committee 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 five timesin 2017.0n 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 185. According to the
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 following compa-
nies: Bluestep, SBAB and Skandiabanken. Patrick Honeth has no
assignments with other companies that would affect hisinde-
pendence as an auditor of Swedbank. The Auditor’s termis nor-
mally four years,and at the 2017 AGM Deloitte was re-elected as
accounting firm with Patrick Honeth as Chief Auditor. A decision
toreplace the Auditor can be made before the four-year period
expires. Remuneration for the Group’s Auditoris reported in note
G14. The SFSAis entitled to appoint an auditor of the bank, but
hasnot done soin several years, and did notin 2017. In addition to
itsassignment as elected auditor, Deloitte has also performed
audit-related services mainly involving accounting issues and IT.
Assignments closely associated with the audit normally do not
constituteathreat to the Auditor’sindependence. Inaccordance
with current rules on auditor independence, all consulting services
must be approved in advance by the Audit Committee and may
not commence until then. The Audit Committee annually evalu-
ates the Auditor’s objectivity and independence. The Auditor
annually confirms hisindependence in the audit report.
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o Board of Directors

The Board of Directors has overarching responsibility for man-
aging Swedbank’s affairs in the interests of the bank and its
shareholders. Thisis donein a sustainable way with a focus on
the customer and sound risk taking to ensure the bank’s long-
term survival and instil confidence.

The Board consists of nine 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, its executive management
and its major shareholders. BoJohanssonis not considered inde-
pendentinrelation to the bank and its executive management. Bo
Johanssonis, however, considered independentinrelation to the
bank’s major shareholders.

Aneven gender distribution on the Boardis encouraged. The
currentdistribution is 44 per cent women and 56 per cent men.

The 2017 AGMre-elected Ulrika Francke, Lars Idermark, Siv
Svensson, Bodil Eriksson and Peter Norman. Mats Granryd, Bo
Johansson, Annika Poutiainen and Magnus Uggla were elected as
new members. Lars Idermark was elected as Chair. The CEO, the
CFOandthe Company Secretary are not members of the Board.
They attend Board meetings, however, except whenissues are dis-
cussed where they could have a vested interest oritis otherwise
inappropriate. The deputy employee representatives normally do
notattend Board meetings. The composition of the Board is pre-
sented on pages 50-53.

The Board’s responsibilities and their delegation

The Board is the highest decision-making body after the AGM.
Swedbank’s AGM appoints the bank’s Board of Directors, whichin
turn sets the financial goals and strategies; appoints, dismisses
and evaluates the CEQ; ensures that effective systemsarein
place to monitor and control operations and that laws and regula-
tions are followed; and ensures that the informationreleased is
transparentand accurate.

In addition to appointing the Board, Swedbank’s AGM decides
whethertodischarge the Board and CEQ from liability for the
financial period covered in the accounting documents presented
tothe AGM. This means that the 2018 AGM will decide whether to
discharge the Board and CEO from liability for the financial year
2017.Adischargeis grantedif shareholders representing a major-
ity of the votes at the AGM support the proposal, provided that
shareholders representing at least one tenth of all shares in the
bank do not vote against the proposal. If the AGM decides to dis-
charge from liability, the bank generally may not sue the individu-
alsinquestion 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 or in the auditors’ report or
elsewhere, on the decision or the action on which the suit is based
orif the suitis based on a criminal offence. Further, a decision to
discharge from liability does not prevent a shareholder from filing
suit on 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 Audit is directly subordinate to the Board.
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The Chair of the Board has specific responsibilities, which include:

¢ lead Board meetings and work and encourage an open and con-
structive debate

e 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 representthe bankon ownership and otherimportantissues

The Board’s overarching responsibility cannot be delegated. The
Board has appointed committees to monitor, prepare and evaluate
issues within specificareas for resolution by the Board. The mem-
bers of the committees can be changed any time during the year.
TheBoardis also able, at the bank’s expense, to engage outside
expertsif necessary to fulfil their assignment or to obtaininfor-
mation on market practices.

The division 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. Instructions are also
inplace for the Board's committees. In August 2017 an evaluation
of the Board’s work was conducted to obtain input on the Board's
performance. Asummary of the results was presented to the
Board and reported to the Nomination Committee.

The Board’s work

In2017 the Board held 16 meetings, 4 of which were by corre-
spondence. 11 meetings were held in Stockholm/Sundbyberg and
one on the premises of Region Stockholm . The Board was unani-
mous 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 2017 included:

¢ thebank’sstrategic five-year plan with underlying strategies

e greater focuson customers and digital channels

e cybersecurity

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

¢ 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 processes

* liquidity strategies and fundingissues

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

* increased focus oninformation risk, not least due to digitisation

e creditdecisions where the total Group credit limit exceeds
SEK 10bnas well as limits for credit risk concentrations

* customer satisfactionin the bank

¢ major projects ongoing within the bank

e competitionand businessintelligence

 regulatoryissuessuchas GDPR, PSD2 and Mifid 2
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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 atevery

Board meeting:

¢ minutes from previous meeting

¢ information onissuesdealt with by the Board's committees
¢ reportfromthe Chief Executive Officer

¢ reportfrom the Chief Financial Officer

¢ report fromthe Chief Risk Officer

¢ quarterly reportonInternal Audit’s review and any action plans
e strategicissues

¢ decisions on special cases

¢ trainingneeds

The Board’s competence

The Board made a study tripinautumn 2017 to gain better insight
into the challenges and opportunities facing the financial sectorin
adisruptive and innovative future with changing customer pref-
erences. The Board’s training planfor 2017 focused on regulatory
changes. Short training was provided on the new Anti-Money
Laundering Directive (AML4), the new Payment Services Direc-
tive (PSD2)and the new General Data Protection Regulation
(GDPR). Areview of corporate governance issues was conducted
as well, where the EBA's new guidelines forinternal corporate
governance from September 2017 were covered. The Board's
members also received detailed information concerning risks and
the new reporting standard IFRSS. On a number of occasions dur-
ing the year the Chair accompanied investor trips and met share-
holders and debtinvestors. This gives the Board deeperinsight
into topical issues being discussed by the bank’s owners and
investors at the same time that the Board, through direct dia-
logue, gets feedback on the bank’s operations and the direction it
istaking.

New Board members attend the bank’sintroductory training,
whichis designed to quickly familiarise them with the organisa-
tionand 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

TheBoard’s Risk and Capital Committee supports the Board in
its work to ensure that routines are in place toidentify and
definerisks relating to business activities as well as to measure
and control risk-taking.

Each month the committee receives a special risk report from
Group Risk, whichincludes an assessment of the Group’s risks. A
more detailed description of the Group’s risk areas can be found in
therisk section on pages 34-37 and in note G3.

The CEOis not amember of the committee but normally
attendsits meetings, as dothe CFO and CRO. The members of
the committee have special competence and experience working
withrisks.

The work of the Risk and Capital committee also includes:

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

¢ Thebank’s limitsand exposures, including its largest exposures
and provisions

¢ Stresstestsof various credit portfolios and other analyses of
the credit portfolios, especially the Swedish mortgage port-
folio’s composition and itsimportance to the bank’s funding

¢ Thesize of the bank’s liquidity portfolio and other liquidity
issues

¢ Funding-relatedissues and strategies, especially with respect
to covered bonds

Board work 2017

JAN FEB MAR APR MAY JUN

Annual report,
Risk report (Pillar 3)

Board’s annual
training plan
Board’s annual

Monthly update - Deviations - Risks
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@ Remuneration Committee

The Board’s Remuneration Committee verifies that the bank’s
remuneration systems generally conform to effective risk
management practices and are designed to reduce the risk of
excessive risk-taking.

Remuneration systems must comply with all applicablerules,
such as those of the Code and the SFSA.

The committee’s chairand members must have the knowledge
and experience inrisk analysis necessary toindependently evalu-
ate the suitability of the bank’s remuneration policy. The members
must be independentinrelation to the bank and its executive
management. Since the bank launched its new remuneration
programmein 2011, the Remuneration Committee’s work has
focused on more day-to-day issues. For more informationon
remuneration at Swedbank, see further downin the corporate
governancereportandinnote G13.

The work of the Remuneration Committee also includes:

 salaries, pensions, variable remuneration and other benefits for
the Group Executive Committee (in accordance with the guide-
lines adopted by the AGM) and the head of Internal Audit

¢ theBoard's proposal to the AGM regarding remuneration
guidelines for senior executives

e allocation and evaluation of the bank’s performance- and
share-based remuneration programmes and otherissues
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 remunera-
tion to consultants where total remuneration exceeds SEK 20m

* review of salary differences to ensure that they are not
arbitrary

¢ succession planning

JUL AUG SEP ocT NOV DEC

Board’s annual
evaluation

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 update liability control functions evaluation
risklimits insurance
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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 to
information on the operations. Its purpose is to identify any
deficiencies in routines and the organisation in terms of gov-
ernance, risk management and control.

The Audit Committee’s purpose is to ensure that the bank’s
executive management establishes and maintains effective rou-
tines forinternal governance, risk management and control.
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 theinternal and external auditors to
ensure that it has been conducted effectively, impartially and sat-
isfactorily. 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
relationtothe bankandits executive management. At least one
member must also be independent in 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 for ensuring thatinterim and year-end reports
are audited or reviewed by the external Auditor

* meetingthe external Auditor on eachreporting date

e approving consulting services by the external Auditor that
exceed asetamount

¢ stayinginformed of accounting standards

¢ evaluating the head of Internal Audit

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

e reviewing Internal Audit’s quarterly reports and suggested
improvements

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

¢ following up External Audit’s plan andrisks in financial
reporting

Swedbank Annual and Sustainability Report 2017

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-
mentisastrong, sharedrisk culture.

@ First line 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 specificinsightinto 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 that actin 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 CEOQ.

Compliance has four main processes:

¢ planning compliance work based onrisk assessments

¢ monitoring operations through one-offand recurring
inspections

¢ reportingtothe CEO, Board and other operations onimprove-
ment areas identified through inspections

« offering advice and support

The Compliance function’s work is risk based and thus prioritises
resources to areas with the highest compliancerisks. 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 foridentifying,
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-
datesatvarious levels.

The Board's Policy on Enterprise Risk Management (ERM)
describes framewaorks, roles and responsibilities pertaining to risk
management and control. It also contains guidelines on the size of
the capital buffer maintained as protection against major eco-
nomic slowdowns.
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@ Third line of defence - Internal Audit

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

Internal Audit is directly subordinate to the Board and thus
servesas 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 the internal 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 suitable, functioning and support the purpose of the business.
Italso works proactively to suggestimprovementsininternal
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 Profes-
sional Practices Framework.

Swedbank’s risk management

CORPORATE GOVERNANCE REPORT

O ceo

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
page49. 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

e Business and operations (line)
e Supportfunction

* Risk
e Compliance

Control (operational)
Second line of defence

Establish frameworks 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 2017
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Group Executive Committee, other committees and forums
The Group Executive Committee (GEC)is the CEQ’s decision man-
agement forum and consists of 19 members: the Chief Executive
Officer, the Chief Financial Officer, the Chief Risk Officer, the Chief
Credit Officer, the Head of the CEQ Office, the Chief Strategy
Officer, the Chief Compliance Officer, the Head of Human
Resources, the Heads of the business areas Swedish Banking,
BalticBanking and Large Corporates & Institutions, and the Heads
of Group Savings, Group Lending & Payments, Group IT, Digital
Banking, Group Customer Value Management, Large Corporates
and Strategy Digital Banking. A large number of the members
have direct business responsibility, and the GEC plays animpor-
tantroleasaforumforsharinginformation and ideas. The GEC
normally meets seven times a 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 (GEC Remco), Group Customer
Committee (GCC)and Group Investment Committee (GIC).

GAACand GRCCareled 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 insight into 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
compliance managers as well as operational managers and Inter-
nal Audit. GRCC contributes to the strategic planning of the
Group'srisk appetite to ensure harmonisation fromarisk perspec-
tive. GECRemcodrafts proposals for remuneration systems and
recommends variable remuneration for employees to the Board'’s
Remuneration Committee. Swedbank’s view is that remuneration
should be individually based as far as possible to encourage
employee performance in line withits goals, strategy and vision.
Italso contributes to sound risk-taking. GCC ensures that a cus-
tomer perspectiveis always considered in various types of deci-
sions. GIC plans and prioritises the Group’s IT investments in keep-
ing with the bank’s strategy. AllIT investments exceeding SEK 6m
must be approved by the CEQ after consulting the members of GIC.

The CEO hasalso established a Senior Management Forum
(SMF), composed of senior executives in the bank, to ensure imple-
mentation and coordination of strategically important issues.
The CEO evaluates SMF’s compositiontoensure it has a suitable
combination of competence and experience.

Swedbank Annual and Sustainability Report 2017

Focus areasin 2017:

» Update of Swedbank’s desired position with 7 supporting
strategies for corporates, consumers, payments, lending,
savings, capital market and channel strategy

¢ Further clarification of the operating model and key perfor-
mance indicators

¢ Analysisandimplementation of efficiency improvements
through Robotics Process Automation (RPA)

¢ Investor meetings

¢ New members of the Group Executive Committee (Head of
Group CVM, Head of Group HR, Head of CEOQ Office)

¢ |Improved customer offering through development of digital
services and expanded advisary services

¢ |Tdevelopmentand security inview of increased digitisation

* Know Your Customer (KYC) and Anti-Money laundering (AML)

¢ Acquisition of the payment service provider PayEx

¢ Collaboration with Mina Tjdnster, a subscription management
service

e Strategic partnershipin Equity Capital Markets (ECM) with
KeplerChevreaux

* |mplementation of the Open Banking concept through the
launch of an open testing environment, a so-called sandbox,
for third parties

¢ Implementation of new Internet and Mabile Bank

¢ Introduction of SMART-ID in the Baltic countries (equivalent
toMobiltBank-1D)
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0 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 include:
¢ developing the businessarea’s strategy and business plans and
ensuring that they areimplemented and reported to the CEO

e creatingand maintaining reporting and communication chan-
nels as a means toraise issues of material importance that need
tobeaddressed at the CEQ or Board level. All these issues are
setoutinawrittenreport withrecommended actions

¢ ensuring that policies and instructions are complied with within
thebusinessarea

e customer offering and product development

¢ integrating sustainability in business decisions and procedures

« profitability and financial stability in the business area

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

¢ maintaining asound internal 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

o 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 & Pay-
ments, while responsibility for developing and managing the digi-
tal channels as well as the tools used in customer interactions
rests with Digital Banking. Responsibility for coordinating cus-
tomer 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-widerules 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 2017
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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 other impor-
tant 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, and is also responsible for monitoring internal con-
trol of financial reporting (ICFR). Swedbank’s ICFR is performed by the Financial Gov-
ernance department and is based on the integrated framework of the Committee of
Sponsoring Organisations of the Treadway Commission (COSO) from 2013. The COSO
framework 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
rootedin 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 the first spread of the annual
report).Its purposeis toidentify risks and key controls in order to
create atransparent 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 liabili-
ties. Analyses of financial results are presented monthly to
Swedbank’s executive management.

Information and communication
Group Finance ensures that accounting instructions are updated,
disseminated and available to the reporting units. Policies,

2.Risk analysis

3. Control
activities

1. Control
environment

4.Information and
communication

5.Monitoring

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
controls.

Monitoring
Group Finance monitors financial reporting. All business areas and
thelargest business support units undergo performance reviews,
in which the CEQ, CFO, CRO and respective manager participate.
The meetings cover financial performance as well as strategicand
operational considerationsin their business plans. 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 services s evaluated
and tested by anindependent party.

ICFR controls are monitored to ensure that the process is relia-
ble.Self assessmentis done regularly and the results are reported
to Group Finance.

Swedbank Annual and Sustainability Report 2017
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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 1953
Board member since 2016

Shareholdings

Ownand closely related parties: 38

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:® 15/16m11/12
Attendance: M 16/16 M 12/12 M 14/14 M Audit Committee, member Total annual fees: W 550000 ™ 100 000
Total annual fees: M 2460000 Attendance: ™ 16/16m 12/12m 13/14
W 100000m 225000 m6/6 Bodil Eriksson holds the position as Exec-
In addition to extensive knowledge of the Total annual fees: ® 825000 ™ 100000 utive Vice President at Volvo Cars US with
banking world, including from his time at W 225000m 225000 responsibility for product, marketing and
ForeningsSparbanken, Lars Idermark has communicationin North-and South Amer-
experience from a number of otherindus- Ulrika Francke provides expertise inreal icaand has abroad and thorough brand
tries, both operational and strategic. As estateand developmentas wellas long competence. She also has experience
Chair, he provides continuity and support experience from the bank’s board. In her from theretail business and has beena
toothers participating in the Board's work. currentrole as president and CEO of one of member of Axfood’s group executive team,
Sweden's leading consulting firms, she also and has also worked within SCA.
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: 11 years.Board: 17 years

Board: 23 years

Board: 2 years(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 CEQ, 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- Tyréns AB, Board member « Knightec AB,

executive Board member ¢ Almega trade organisa-

assignments

1)Holdings as of 31 December 2017

Swedbank Annual and Sustainability Report 2017

tion,Board member « Hexagon AB, Board
member ¢ IVA Dept lll, Chair « BIM Alliance,
Chair ¢ SIS, Board member



51

Mats Granryd

Bo Johansson
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CamillaLinder

Board of Directors

Born 1962
Board member since 2017

Born 1965
Board member since 2017

Born 1568
Employeerepresentative since 2015 and
deputy since 2013

Year of birth

Own and closely related parties: 0

Ownand closely related parties: 0

Ownand closely related parties: 540

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 13/13m4/5 Attendance: m13/13m 11/11 Total annual fees: No fees
Total annual fees: 550 000 m 225000 Total annual fees: 550 000 m 225000
Mats Granryd comes from the telecom BoJohansson harastrong background CamillaLinderisanemployee represent-
industry and, through his experience at inthe Swedish savings bank movement and ative and haslong experience in banking,
Ericssonand Tele 2,is used to leading large at Swedbank, where he has worked for a including retail banking.
companiesinaregulatedenvironment. large part of his professional life. Today he

leads asavings bank.
Independentin relation to the bank and 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

Johanssonis not considered to beinde-

pendentinrelationto Swedbankand the

bank’s management. BoJohanssonis con-

sidered independentinrelationtothe

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

Stockholm

Board: 1 year(2017)

Operational: 21 years
Board: 1 year (2017)

Operational: 23 years

Bank specific
experience

Director General, GSMA

CEO, Swedbank Sjuhdrad AB

Employee, Swedbank AB «

Professional

President and CEOTele 2 « Senior positions Bank Manager Swedbank ABJdmtland/ Sparbanken Alfa < Foreningssparbanken 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 2017

assignments

Swedbank Annual and Sustainability Report 2017



52

CORPORATE GOVERNANCE REPORT
Board of Directors

Board of Directors

Roger Ljung

Peter Norman

Annika Poutiainen

Year of birth

Born 1967
Employeerepresentative since 2015

Born 1958
Board membersince 2016

Born 1570
Board member since 2017

Shareholding?*

Ownand closely related parties: 167

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 Risk and Capital Committee, member M Audit Committee, member
Total annual fees: Nofees M Audit Committee, member Attendance: M 13/13M5/5
Attendance: ™ 16/16 W 14/14m6/6 Total annual fees: ® 550000 M 225000
Total annual fees: 550000 225000
RogerLjungisanemployeerepresentative W 225000 Annika Poutiainen has worked with com-
and has broad experience at Swedbank. pliance monitoring for most of her career,
Peter Normanis aneconomist withan including as head of market surveillance at
extensive financial background. He has NasdaqNordicand the head of aunitat the
previously been Financial Markets Minister Swedish Financial Supervisory Authority.
and CEO for the Seventh Public Pension
Fund and a director at the Riksbank. In addi-
tion, he has twenty years of experiencein
assetmanagementinleading positions.
Board Not applicable. Independentinrelation to the bankand Independentinrelation to the 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 B.Sc. Economics JurKand, Universitet of Helsinki and

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

Bank specific
experience

Operational: 31 years

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

Board: 1year(2017)

Professional

Business advisor, Swedbank AB

Full-time working director

Self-employed, Alpha Leon AB.

experience Retail advisor, branch manager, Swedbank Minister for Financial Markets « CEO, AP7 Head of Market Surveillance, Nasdag
« CEO, Alfred Berg Asset Management ¢ Nordics ¢ Head of Unit, Swedish Financial
Director, Riksbank Supervisory Authority « Solicitor at
Linklaters London
Non- Finansforbundets férbundsstyrelse, Ambrosia Asset Management AB, Chair « eQ Abp, Board member ¢ Saferoad AS,
executive Board membere Finansférbundets COIN - Investment Consulting Group AB, Board member « Carpe Diem Foundation,

assignments

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

1)Holdings as of 31 December 2017
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Chair « Pepins Group AB, Chair  Svenska
Taxiférbundet, Chair * Stockholm Resil-
ience Center,Board member ¢ Royal Acad-
emy of Music, Stockholm < Board member

whose missionis to run Fredrikshovs Slotts
Skola AB, Board member ¢ Nasdaq Helsinki
Listing Committee
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Siv Svensson

Magnus Uggla

Born 1957
Board member since 2010

Born 1952
Board member since 2017

Ownand closely related parties: 1500

Own and closely related parties: 10 000

M Board of Directors, member

M Audit Committee, Chair

Attendance: W 16/16 M 6/6

Total annual fees:® 550 000 W 350000

Siv Svensson has a wealth of experience

in banking and financial services, both
strategicand operational,and contributes
insightinto customer relationship manage-
mentand HRissues as well asanin-depth
knowledge of Nordic business.

M Board of Directors, member

M Risk and Capital Committee, Chair
Attendance:® 13/13m11/11

Total annual fees: 550 000 ® 400000

Magnus Ugglahas anextensive back-
ground from Handelsbanken, including as
Vice President of Handelsbanken Interna-
tional,Head of Handelsbanken's UK region
and Head of the Stockholm region.

Independentin relation tothe bank and
executive managementand independentin
relation to the bank’s major shareholders.

Independentinrelation tothe bank and
executive management and independentin
relation to the bank’s major shareholders.

B.Sc.International Economics

M.Sc. RoyalInstitue of Technology in
Stockholm, MBA Stockholm School of
Economics. Stanford Executive Program

Operational: 29 years, Board: 8 years

Operational: 32 years
Board: 1 year (2017)

Full-time working director

CEO, Sefina Finance AB « CEQ, Sefina
Svensk Pantbelaning AB < Executive Vice
Presidentand Regional Head, Nordea AB «
Group Controller and Nordic Head of Global
Operation Services, Nordea AB « Group
Controller, Merita Nordbanken AB * Admin-
istrative Head, PK Fondkommission AB

Full-time working director

Vice President, Handelsbanken « Axel
Johnson AB < Swedish Ministry of Industry
« Sveriges Riksbank

SJAB, Board member ¢ Allba Holding AB,
Board member ¢ Karolinska University
Hospital, Board member

1)Holdings as of 31 December 2017
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Board of Directors

Year of birth

Shareholding?*

In Swedbank
as

Board
member’s
independence

Education

Bank specific
experience

Professional
experience

Non-
executive
assignments
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Group Executive Committee

Group Executive Committee

1)Holdings as of31 December 2017.

Birgitte Bonnesen

Presidentand CEO

Born 1956. Employed since 1987
Shareholdings in Swedbank:*
9368

Education: MA Economics and
Modern Languages, Executive MBA

Elisabeth Beskow

Head of Large Corporates &
Institutions

Born 1967.Employedsince 2011
Shareholdings in Swedbank:*300
Education: MBA

Anders Ekedahl

Head of Group IT

Born 1960. Employed since 1987
Shareholdings in Swedbank:*
17176

Education: M. Sc. Businessand
Economics
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Aet Altroff

Head of Group Customer Value
Management

Born 1972.Employed since 1994
Shareholdings in Swedbank:!826
Education: BBA Marketing and
Foreign Economy

Mikael Bjorknert

Chief Strategy Officer

Born 1966. Employed since 2010
Shareholdings in Swedbank:*
3000

Education: M. Sc. Business and
Economics

Directorships: NASDAQ Nordic,
Board member ¢ UC, Board member

Bjorn Elfstrand

Head of Group Savings

Born 1964. Employed since 1989
Shareholdings in Swedbank:*
26300

Education: M. Sc. Businessand
Economics.

Directorships: Europay Sweden
(MasterCard), Deputy Chair «
Eufiserv Paymentss.c.r.l, Board
member

=

Girts Bérzins

Head of Strategy Digital Banking
Born1973.Employed 1996-2007
andsince 2011

Shareholdings in Swedbank:*
585

Education: MA Economics

Lars-Erik Danielsson

Chief Credit Officer

Born1962. Employed since 1990
Shareholdings in Swedbank:*
3450

Education: Studies in business and

economics

b

Charlotte Elsnitz

Head of Baltic Banking

Born 1969. Employed since 2007
Shareholdings in Swedbank:*
2736

Education: M.Sc. Business and
Economics
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Group Executive Committee

Ragnar Gustavii

Head of CEO Office

Born 1961. Employedsince 2017
Shareholdings in Swedbank:!
31039

Education: Macroeconomics &
Business Administration, Uppsala
University

Leif Karlsson

Head of Lending & Payments
Born: 1966. Employed since 1990
Shareholdings in Swedbank:*
1728

Education: M. Sc. Business and
Economics

Directorships: Bankgirot, Board
member

LottaLovén

Head of Digital Banking

Born 1967.Employed 1986-1999,
2004-

Shareholdings in Swedbank:!
1866

Education: Diplomain business
administration

Directorships: Finansiell ID-teknik,
Board member

1)) Holdings asof31 December 2017

CeciliaHernqvist

Head of Compliance

Born 1960. Employed since 1930
Shareholdings in Swedbank:*
11525

Education:LL.M.

OlaLaurin

Head of Large Corporates
&lnstitutions
Born1971.Employed since 2000
Shareholdings in Swedbank:*
5303

Education: M. Sc. Business and
Economics

Helo Meigas

Chief Risk Officer (CRO)

Born 1965. Employed since 2004
Shareholdings in Swedbank:!
11196
Education:M.A.L.D.focuson Inter-
national Business Law and Finance

/-

Anders Karlsson

Group Financial Officer (CFO)
Born 1966. Employed since 2010
Shareholdings in Swedbank:*
5571
Education: M. Sc. Business and
Economics

Lars Ljungalv

Head of Large Corporates
Born1969. Employedsince 2014
Shareholdings in Swedbank:*
25000

Education: M. Sc. Business and
Economics

Directorships: Honorary consul of
Denmarkin Sweden ¢ Lund Univer-
sity, Deputy Chair « Malmd FF, Board
member

Carina Strand

Head of HR
Born 1964. Employed since 2017
Shareholdings in Swedbank:*0
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Christer Tragardh

Head of Swedish Banking

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

Education: M. Sc. Business and
Economics, Executive MBA
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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 56 305m s at the disposal of the Annual General Meeting:
The Board of Directors recommends that the earnings be
disposed as follows (SEKm):

Acashdividend of SEK 13.00 per ordinary share 14515
Tobe carried forward to next year 41790
Total disposed 56305

The proposed total amounts to be distributed and carried forward
tonext year have been calculatedonall 1113629621 outstand-
ing ordinary shares at 31 December of 2017, plus 2 908 354 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 22 March 2018 relating toremu-
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 positive effect on equity of SEK922m.

The proposed record day for the dividend is 26 March 2018.
The last day for trading in Swedbank’s shares with the right to the
dividendis 22 March 2018. If the Annual General Meeting accepts
the Board’s proposal, the dividend is expected to be paid by Euro-
clear on 29 March 2018. The financial companies group’s capital
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base surpassed the statutory capital requirement as of year-end
by SEK50037m. Surplus capital in Swedbank AB amounted to
SEK75997m.

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’s and 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.

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

Income statement, Group

SEKm Note 2017 2016
Interest income 34494 32914
Negative yield on financial assets -2 306 -1543
Interest income, including negative yield on financial assets 32188 31371
Interest expenses -8382 -9256
Negative yield on financial liabilities 789 735
Interest expenses, including negative yield on financial liabilities -7593 -8521
Net interest income G8 24595 22 850
Commission income 17 366 16011
Commission expenses -5336 -4678
Net commission income G9 12 030 11333
Net gains and losses on financial items at fair value G10 1934 2231
Insurance premiums 2 600 2137
Insurance provisions -1663 -1383
Net insurance G11 937 754
Share of profit or loss of associates G27 971 2467
Other income G12 1971 1186
Total income 42 438 40821
Staff costs G13 9945 9376
Other general administrative expenses G14 5870 5622
Total general administrative expenses 15815 14998
Depreciation/amortisation of tangible
angintangible fixed assets ¢ 615 600 623
Total expenses 16 415 15627
Profit before impairments 26 023 25194
Impairments of intangible assets G29 175 35
Impairments of tangible assets G16 21 31
Credit impairments G17 1285 1367
Operating profit 24542 23761
Tax expense G18 5178 4209
Profit for the year 19364 19552
Profit for the year attributable to:
Shareholders of Swedbank AB 19 350 19539
Non-controlling interests 14 13
SEK
Earnings per share G19 17.38 17.60

after dilution G19 17.30 17.50
Profit for the year attributable to shareholders of Swedbank AB decreased to The share of profit or loss of associates decreased due to the disposal of shares in VISA
SEK 19 350m (19 539), mainly because the 2016 result was positively affected by a Europe in 2016.
gain of SEK 2 115m on the sale of Visa Europe. Expenses rose to SEK 16 415m (15 627) mainly due to increased staff costs. A

Net interest income rose 8 per cent to SEK 24 595m (22 850).The increase was restructuring reserve of SEK 300m was established during the year due to changesin
mainly due to higher lending volumes and margins on Swedish mortgages. The the IT organisation. PayEx added SEK 194m to expenses. FX effects raised expenses
increase in the resolution fund fee of SEK 559m had a negative effect on net interest by SEK 64m.
income. Credit impairments fell to SEK 1 285m (1 367) due to lower provisions for oil related

Net gains and losses on financial items at fair value fell to SEK 1 934m (2 231), commitments within Large Corporates & Institutions. Credit impairments increased
mainly because of the positive effect of the Visa Europe sale on Group Treasury’s in Swedish Banking due to provisions for a number of individual commitments while
resultin 2016. Baltic Banking reported net recoveries.

The tax expense amounted to SEK 5 178m (4 209), corresponding to an effective
tax rate of 21.1 per cent (17.7).
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Statement of comprehensive income, Group

SEKm Note 2017 2016
Profit for the year reported via income statement 19 364 19552
Items that will not be reclassified to the income statement
Remeasurements of defined benefit pension plans G38 -1928 -3110
Share related to associates -63 -76
Income tax G20 438 701
Total -1553 -2485
Items that may be reclassified to the income statement
Exchange rate differences, foreign operations
Gains/losses arising during the year 1077 1644
Reclas'lsiﬁcation adjustmgnts tp ipcome statgment, 4 -3
net gains and losses on financial items at fair value
Hedging of net investments in foreign operations:
Gains/losses arising during the year -732 -1337
Reclassification adjustments to income statement, 81
net gains and losses on financial items at fair value
Cash flow hedges:
Gains/losses arising during the year -76 59
Reclassification adjustments to income statement,net interest income 13 16
Share of other comprehensive income of associates:
Exchange rate differences, foreign operations -80 124
Cash flow hedges 2
Income tax: G20
Income tax 161 280
Reclassification adjustments to income statement, income tax -3 -4
Total 445 781
Other comprehensive income for the year net of tax -1108 -1704
Total comprehensive income for the year 18 256 17 848
Total comprehensive income for the year attributable to:
Shareholders of Swedbank AB 18 242 17 835
Non-controlling interests 14 13
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FINANCIAL STATEMENTS, GROUP

Balance sheet, Group

SEKm Note 2017 2016 1/1/2016
Assets

Cash and balances with central banks 200371 121 347 186312
Treasury bills and other bills eligible for refinancing with central banks, etc. G21 85903 107571 76552
Loans to credit institutions Ge2e 30 746 32197 86418
Loans to the public Ge3 1535198 1507 247 1413955
Value change of interest hedged item in portfolio hedge 789 1482 1009
Bonds and other interest-bearing securities Ge4 59131 74501 88610
Financial assets for which the customers bear the investment risk G25 180320 160114 153442
Shares and participating interests G26 19850 23897 11074
Investments in associates G27 6357 7319 5382
Derivatives G28 55680 87811 86 107
Intangible fixed assets Ge9 16329 14279 13690
Investment properties 8
Tangible assets G30 1955 1864 1981
Current tax assets 1375 1796 1662
Deferred tax assets G18 173 160 192
Pension assets G38 1274
Other assets G31 14 499 8067 14677
Prepaid expenses and accrued income G32 33960 4551 6362
Group of assets classified as held for sale 148
Total assets 2212636 2154203 2148855

Liabilities and equity

Liabilities

Amounts owed to credit institutions G33 68055 71831 150493
Deposits and borrowings from the public G34 855 609 792 924 748271
Financial liabilities for which the customers bear the investment risk G35 181124 161051 157836
Debt securities in issue G36 844 204 841673 826 535
Short positions securities G37 14 459 11614 8191
Derivatives Ge8 46 200 85589 68681
Current tax liabilities 1980 992 105
Deferred tax liabilities G18 2182 2438 3071
Pension provisions G38 3200 1406 17
Insurance provisions G39 1834 1820 1728
Other liabilities and provisions G40 25059 14989 22715
Accrued expenses and prepaid income G41 9650 10917 13243
Subordinated liabilities G42 25508 27 254 24613
Liabilities directly associated with group of assets classified as held for sale 14
Total liabilities 2079064 2024498 2025513
Equity G43

Non-controlling interests 200 190 179
Equity attributable to shareholders of the parent company 133372 129515 123163
Total equity 133572 129 705 123 342
Total liabilities and equity 2212636 2154203 2148855

Total assets have increased by SEK 58bn from 1 January 2017. Assets increased mainly ~ Balance sheet items related to credit institutions fluctuate over time depending on

due to higher cash and balances with central banks, which rose by SEK 79bn. The repos, among other things. The market value of derivatives decreased on both the
increases are mainly attributable to higher deposits with the US Federal Reserve and asset and liability side, mainly due to large movements in interest rates and currencies.
central banks in the euro system. Deposits and borrowings from the public, exclud- Financial assets and liabilities for which customers bear the investment risks increased
ing the National Debt Office and repos rose by a total of SEK 63bn. Interestbearing by SEK 20bn as a result of the positive market development and positive net inflow
securities, Treasury bills, decreased by SEK 37bn. Lending to the public, excluding the since year end. The increase in securities in issue was mainly a result of higher issued
National Debt Office and repos, increased by SEK 49bn. The increase primarily relates volumes compared with repaid short-term securities funding of SEK 63bn and long-

to Sweden of which SEK 41bn was mortgages. Lending to credit institutions decreased  term secur ties funding by SEK 64bn as an effect of higher issued volumes compared
by SEK 1bn at the same time that amounts owed to them decreased by SEK 4bn. with repaid funding. The increase of Securities in issue was offset by repurchased

covered bond loans of SEK 91bn.
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Statement of changes in equity, Group

Non-
controlling Total
Equity attributable to shareholders of Swedbank AB interests equity
Hedging
Exchange of net
Other differences, investments
Share  contributed subsidiaries and in 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 35 35 35
to employees
Current tax related to share based payments 8 8 38
to employees
Total comprehensive income for the year 1001 -507 -49 17797 18242 14 18256
of which reported through profit or loss 19350 19350 14 19364
gf which reported through other comprehensive 1001 651 63 _1991 1704 1704
income, before tax
of which income tax reported through other 144 14 438 596 596
comprehensive income
Closing balance 31 December 2017 24904 17 275 3602 -2255 28 89818 133372 200 133572
Opening balance 1 January 2016 24904 17 275 836 -704 17 80835 123163 179 123342
Dividends -11880 -11880 -5 -11885
Share based payments to employees 378 378 378
Deferred tax related to share based payments 15 15 15
to employees
Current tax related to share based payments 34 34 34
to employees
Contribution 3 3
Total comprehensive income for the year 1765 -1044 60 17054 17835 13 17 848
of which reported through profit or loss 19539 19539 13 19552
‘0f which reported through other comprehensive 1765 1337 27 3186 2681 2681
income, before tax
of which income tax reported through other
comprehensive income 293 -17 701 977 977
Closing balance 31 December 2016 24904 17 275 2601 -1748 77 86406 129515 190 129705

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

SEKm Note 2017 2016
Operating activities

Operating profit 24 542 23761
Loss for the period from discontinuing operations

Adjustments for non-cash items in operating activities G46 -1248 -2174
Income taxes paid -3714 -3583
Increase/decrease in loans to credit institution 1819 54341
Increase/decrease in loans to the public -26 994 -90692
Increase/decrease in holdings of securities for trading 43195 -29220
Increase/decrease in deposits and borrowings from the public including retail bonds 59559 38245
Increase/decrease in amounts owed to credit institutions -4513 -79929
Increase/decrease in other assets 25279 7829
Increase/decrease in other liabilities -59577 27777
Cash flow from operating activities 58348 -53645
Investing activities

Business combinations G52 -1268 -19
Business disposals 6 20
Acquisitions of and contributions to associates -88 -7
Disposal of shares in associates 650

Acquisition of other fixed assets and strategic financial assets -504 -451
Disposals of/matured other fixed assets and strategic financial assets 407 763
Cash flow from investing activities -797 306
Financing activities

Issuance of interest-bearing securities G3 187 220 165004
Redemption of interest-bearing securities G3 -215173 -149897
Issuance of commercial paper G3 1048804 811729
Redemption of commercial paper G3 -985 582 -828 900
Dividends paid -14699 -11885
Cash flow from financing activities 20570 -13949
Cash flow for the year 78121 -67 288
Cash and cash equivalents at the beginning of the year 121 347 186 312
Cash flow for the year 78121 -67 288
Exchange rate differences on cash and cash equivalents 903 2323
Cash and cash equivalents at end of the year 200371 121 347

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 33 146 m (35 042) and interest
payments of SEK 5 376 m (6 314). Capitalised interest is included.

Investing activities

Investing activities consist of purchases and sales of businesses and other fixed
assets such as owner-occupied properties, investment properties and equipment, and
strategic financial assets. The latter refers to holdings of interest-bearing securities
held to maturity and strategic shareholdings in companies other than subsidiaries
and associates.
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On August 15,2017 the Group acquired all the shares in PayEx Holdings AB for SEK
1268m. OnJanuary S, 2017, the shares in associated company Hemnet AB was sold.
for SEK 863m, of which SEK 650m received in cash. For the year 2016, the Norwegian
company sold Swedbank Asset Management AS and has received an additional pur-
chase price of 6mkrin 2017. In the case of strategic shareholdings acquired on
April 4,2017 15 per cent of the shares in the fintech company Mina Tjdnster AB for
SEK 15m and on June 19, 2017 Swedbank initiated the strategic partnership with
Kepler Chevreaux through an acquisition of 6 per cent for SEK 173m. On May 3, 2017
a shareholding of 5 per cent was also acquired in Nordic Credit Rating AS of SEK 3m.
During 2017 divested the shares in New Star Financial Inc for SEK 23m and condomini-
ums were sold for SEK 13m. 2016 Swedbank acquired all shares in the Lithuanian fund
management company UAB Danske Bank Capital investiciju valdymas for SEK 21 m,
of which SEK 2 m acquired cash. 2016 Swedbank sold all shares in Swedbank Asset
Management AS in Norway for SEK 20 m, resulting in a realisation loss of SEK 11m.
Capital contributions of SEK 88 m were paid to BGC Holding AB. During the year
other tangible assets were acquired for SEK 313 m (442) and other tangible assets
were divested for SEK 371 m (502).

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 2017 were approved by the Board of Directors and the CEO for
publication on 23 February 2018. 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 22 March 2018.
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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 based on the historical cost basis. Subsequent
measurements of financial instruments are to a large extent at fair value. The carrying
amounts of financial assets and liabilities subject to hedge accounting at fair value
have been adjusted for changes in fair value attributable to the hedged risk. The finan-
cial 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 2017.

IFRS changes

New or amended IFRS standards or interpretations which have been adopted during
2017 have had no or immaterial impacts 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 useful in connection with financial
decisions. The financial statements also indicate the results of executive manage-
ment’s administration of the resources entrusted to them. Complete financial state-
ments consist of a balance sheet, statement of comprehensive income, statement of
changes in equity, cash flow statement and notes. Swedbank presents the statement
of comprehensive income in the form of two statements. A separate income state-
ment contains all revenue and expense items, provided that a special IFRS does not
reguire 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 components included in other
comprehensive income.

Changed presentation of the compensation to the Savings banks

for mortgage loans

Swedbank and the Savings banks, as of 1 January 2017, changed their bilateral con-
tract regarding how the compensation will be divided between brokerage services and
on-going administrative services for mortgages. Brokerage services costs for loans are
added to the loans acquisitions value and are part of the loans effective interest. The
result is that the transaction cost is reported as a reduction of the interest income dur-
ing the term of the loans. Costs for administrative services are reported as an expense.
Restatement of the historical comparative figures has been made according to the new
agreement to better illustrate the comparative trends between periods. The change
affects the interest income and expenses, but not the total profit for the year. The
change in presentation is presented in the note 57.
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3.2 Consolidated financial statements (IFRS 3, IFRS 10)
The consolidated financial statements comprise the parent company and those entities
(including special purpose vehicles) over which the parent company has control. The
parent company has control when it has power and is capable of managing the relevant
activities of another entity, is exposed to a variable return and is able to us its power to
affect that return. These entities, subsidiaries, are included in the consolidated 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 acquisi-
tion 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, transferred
consideration measured at fair value on the acquisition date and the fair value of the
acquired share of identifiable assets, liabilities and reported contingent liabilities is rec-
ognised as goodwill. If the amount is less than the fair value of the acquired company’s
net assets, the difference is recognised directly in the income statement as bargain
purchase within Other income. The transferred consideration (purchase price) includes
the fair value of transferred assets, liabilities and shares which, in applicable cases,
have been issued by the Group as well as the fair value of all assets or liabilities that
are the result of an agreement on contingent consideration. Acquisition-related costs
are recognised when they arise. For each acquisition, the Group determines whether all
non-controlling 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.
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. Functional currency refers
to the main currency used in an entity’s cash flows. Each entity within the Group de-
termines its own functional currency according to its primary economic environment.
Transactions in a currency other than the functional currency (foreign currency) are ini-
tially recorded at the exchange rate prevailing at the transaction day. Monetary assets
and liabilities in foreign currency and non-monetary assets in foreign currency meas-
ured at fair value are translated at the rates prevailing at the closing day. Outstanding
forward exchange contracts are translated at closing day forward rates. Holdings of
foreign bank notes are translated at the buying rates for the notes as of the closing
day. 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
at fair value as changes in exchange rates. Assets and liabilities in subsidiaries and
associates with a functional currency other than SEK are translated to the presenta-
tion 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 at fair value. When subsidi-
aries and associates are divested, cumulative translation differences and exchange rate
differences are recognised in the income statement.

3.4 Financial instruments, general (IAS 32, IAS 39)

A large part of the Group’s balance sheet items represents 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, wheareas a contractual obliga-
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tion to deliver cash or another financial asset is an example of a financial libility. Finan-
cial 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 priority
than others are classified on the balance sheet as Subordinated liabilities. A derivative
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.

Repos

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.

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.

3.5 Financial instruments, measurement (IAS 39)

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.
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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 designated 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, securi-
ties in issue and deposits, when the instruments, together with derivatives, essentially
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 catego-
rise 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 at fair value. 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 financial 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.

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’s fair value at initial recognition
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
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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.

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
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. 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 at fair value. In order to apply hedge
accounting, the hedge has been formally identified 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 at fair value. When future cash flows lead to the recognition of
afinancial 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 identified and documented. The hedge’s effectiveness must be
measurable in a reliable way and must be proven to remain very effective, both prospec-
tively 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 cur-
rency 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 rec-
ognised in other comprehensive income. Any ineffective portion is recognised in profit
or loss in net gains and losses on financial items at fair value. When a foreign operation
is divested, the gain or loss from the hedging instrument is reclassified from other
comprehensive income and recognised in profit or loss. In order to apply hedge account-
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ing, the hedge has been formally identified 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.

3.6 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 fu-
ture leasing payments. The difference between all future leasing payments, the gross
receivable, and the present value of future leasing payments constitutes unearned
income. 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 finan-
cial 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.

3.7 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.

The carrying amount of the participating interests is subsequently compared with
the recoverable amount of the net investment in the associate or the joint venture to
determine whether an impairment need exists. The owned share of the associate’s
or the joint venture’s profit according to the associate’s or the joint venture’s income
statement, together with any impairment, is recognised on a separate line. The share of
the associate’s or the joint venture’s tax is recognised in the income statement as Tax.

The associates’ and joint venture's reporting dates and accounting policies conform
to the Group's.

3.8 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 impair-
ment needs are indicated. 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 ina
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 is expensed when it arises.

3.9 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
from a sale.
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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.

3.10 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.

3.11 Provisions (1AS 37)

A provision is recognised in the balance sheet when the Group has a legal or construc-
tive obligation arising from past events and it is 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
tested on each closing day 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.

3.12 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.

3.13 Insurance contracts (IFRS 4)

In the financial statements, insurance policies refer to policies where significant insur-
ance risk is transferred from insured to 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 insurance risk, actuarial
provisions are allocated corresponding to pledged obligations. In the income statement,
premiums received and provisions are reported on separate lines.

3.14 Revenues (IAS 18)

The principles of revenue recognition for financial instruments are described in section
3.5 Financial instruments, recognition (IAS 39). Interest income and interest expense
on financial 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 at fair value. Changes in fair value
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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 at fair
value. Service fees are recognised as income when the services are rendered as Com-
mission 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.

3.15 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 remain 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.

3.16 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.

3.17 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 attributa-
ble 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 rep-
resent 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. The Group’s deferred tax assets and tax liabilities are
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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, with the exception of tax attributable to items that are recognised directly in
other comprehensive income or equity.

3.18 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.

3.19 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.

3.20 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 accounting
policies and policies that specifically refer to segment reporting. Market-based com-
pensation is applied between operating segments, while all costs for IT, other shared
services and Group Staffs are transferred at full cost-based internal prices to the
operating segments. Group Executive Management expenses are not distributed. Cross
border services are invoiced according to the OECD’s guidelines on internal pricing. The
Group’s equity attributable to the shareholders is allocated to each operating segment
based on the capital adequacy rules according 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 and estimates that affect the recog-
nised 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 esti-
mates, including those that affect the fair value of financial instruments, provisions for
impaired loans, impairment of intangible assets, deferred taxes, pension provisions and
share based payments. The executive management bases its judgments and assump-
tions on previous experience and several other factors that are considered reasonable
under the circumstances. Actual results may deviate from judgments and estimates.

4.1 Judgments

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
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
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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 130bn (112) are recognised as Financial assets for which
the customer bears the investment risk and the corresponding liabilities of SEK 130bn
(112) 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 56bn (63) 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 positions, 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.

The executive management has determined that the option to measure financial
instruments at fair value provides the fairest view for certain portions of the Group’s
loan portfolios with fixed interest rates, since the interest rate risk is hedged with the
help of securities in issue and derivatives. A determination is also made about which
financial instruments hedge accounting will be applied to. In both cases the determina-
tion is made 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 deduct 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 15 260m (14 135). The unrecognized deferred tax liability
amounted to SEK 2 636m (2 594).

4.2 Estimates
The Group uses various estimates and assumptions about the future to determine the
value of certain assets and liabilities.

Provisions for credit impairments

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
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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
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 (3 755)
at year-end. An overall decrease in borrowers’ payment ability of an additional 10 per
cent would have increased provisions by SEK 388m (375).

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 100m (12 408) at year-end, of which SEK 9 964m (9 701) 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 2017 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 10 723m (10 440)
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.

Financial instruments at fair value

When financial instruments are measured at fair value according to valuation models,
a determination is made on which observable market data should be used in those
models. The assumption is that quoted prices for financial instruments with similar
activity will be used. When such prices or components of prices cannot be identified,
the executive management must make its own assumptions. Note G44 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 475m (223). An estimate of valuation parameters has
to be made, for example, for volatilities for certain illiquid options.

Defined benefit pensions

For pension provisions for defined benefit obligations, the executive management uses
anumber 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. In total, the
Group's actuarial gains and losses for 2017 amounted to a loss of SEK 1 854m
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(-2 628). The result is recognised as Remeasurements of defined benefit pension plans
within other comprehensive income. The expense 2017 was mainly due to the fact
that the discount rate decreased and that inflation expectations rose compared to last
year end. At year end the discount rate, which are used in the calculation of the pension
liability, was 2.56 % as per year end 2017 compared to 2.79 per cent last year end. The
inflation assumption was 1.95 per cent compared with 1.84 per cent last year end. The
pension liability exceeded the fair value of the assets managed by the Swedish defined
benefit pension plans by SEK 3 200m (1 406).

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 2017. 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 2017 annual report.

Financial instruments (IFRS 9)
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 clas-
sification and measurement, impairment and hedge accounting. The standard was
approved by the EU in November 2016 for application to the financial year beginning
on 1 January 2018.

The impacted areas and the estimated impacts from the adoption of IFRS 9 are
summarised below. The significant accounting policies that will be applied by the Group
from 1 January 2018 are also disclosed in section 5.2.

Changes to classification and measurement

Financial assets will be classified as either amortised cost or fair value through profit or
loss. The Group will not have any financial assets classified as fair value through other
comprehensive income. The classification assessment for debt instruments will be
based on two criteria: (a) the Group’s business model for managing financial assets and
(b) whether the contractual cash flows of instruments represent solely payments of
principal and interest. The introduction of the contractual cash flow characteristics test
removed the requirements to assess for and separate embedded derivatives, where
instruments are financial assets.

The Group performed business model assessments based on how financial asset
portfolios are managed and evaluated. The contractual cash flow characteristics tests
have been performed on standard contracts, samples of contracts from populations
with homogeneous contractual features and individual contracts considered to have
non-homogeneous features or clauses that required specific evaluation. The assess-
ment of the business models and the contractual cash flow characteristics will not
result in significant changes in the classification of financial assets as compared to the
classification under 1AS 39.

The Group designates financial assets at fair value through profit or loss under IAS
39, primarily to avoid an accounting mismatch. IFRS 9 provides a one-time ability to
reevaluate these fair value designations and whether they should be ceased, either
mandatorily or voluntarily, or elected to be continued where the designation criterion
are still met. The Group will revoke previous designations made under IAS 39 for loans
to the public of approximately SEK 93bn, due to that there is no longer an elimination
or significant reduction of an accounting mismatch. These loans to the public will be
reclassified to amortised cost, as the business model and cash flow characteristics
assessments are also met. Other financial assets designated at fair value through
profit or loss under IAS 39, namely financial assets for which the customers bear the
investment risk and certain equity instruments, will be mandatorily classified as fair
value through profit or loss under IFRS 9 due to the business model under which those
financial assets are managed.

The classification and measurement requirements for financial liabilities remain
largely unchanged from IAS 3S. The primary change relates to financial liabilities des-
ignated at fair value through profit or loss. IFRS 9 requires the fair value changes due
to own credit risk on these financial liabilities to be presented in other comprehensive
income, rather than in profit or loss. The financial liabilities designated by the Group
at fair value through profit or loss under IFRS 9 are unchanged compared to IAS 39.
Adjustment for own credit risk recognised in profit or loss under IAS 39 is disclosed in
Note G45.
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Changes to impairment

IFRS 9 introduces an expected credit loss model for the measurement of impairment,
where credit impairment provisions are recognised on financial assets classified as
amortised cost, as well as irrevocable loan commitments and financial guarantees.
Expected credit losses are measured based on whether there has been a significant
increase in credit risk since initial recognition of an instrument and on unbiased
forward-looking information, even if no actual loss events have taken place. Expected
credit losses are estimated considering a broad range of information, including past
events, current conditions and reasonable and supportable forecasts of future eco-
nomic conditions that could affect the expected collectability of the future cash flows.
Consequently, credit impairment provisions are more sensitive to changes in the future
economic outlook and are likely to be more volatile as compared to IAS 39.

Changes to hedge accounting

The IFRS 9 hedge accounting requirements are aimed at better reflecting risk manage-
ment activities in the financial statements and introduce a less rules-based approach
to assessing hedge effectiveness. An accounting policy choice is provided regarding
electing the IFRS 9 hedge accounting requirements or remaining with IAS 39.

The Group will adopt the IFRS 9 hedge accounting requirements for all hedge relation-
ships, except the portfolio hedge of interest rate risk, for which IAS 39 will still be
applicable. Hedging relationships that exist under IAS 39 qualify in accordance with
IFRS 9. Additionally, the Group has elected to retrospectively apply the exclusion of the
currency basis spread component from the hedging relationships. The primary impact
will be a reclassification from the cash flow hedge reserve to the new foreign currency
basis spread reserve within equity.

Adoption impacts

The classification and measurement and impairment requirements will be applied retro-

spectively by adjusting the consolidated balance sheet as of 1 January 2018. The hedge

accounting requirements will be 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 will not restate comparative
periods.

The current estimates of the total impacts from adopting IFRS 9 that equity will
decrease by SEK 2.1bn and is that the Common Equity Tier 1 capital ratio will decrease
by 0,06 percentage points as at 1 January 2018. Under the Capital Requirements Regu-
lation (CRR), any shortfall of accounting credit impairment provisions as compared with
expected losses calculated according to the capital adequacy rules for IRB portfolios
is a deduction from Common Equity Tier 1 capital. If accounting credit impairment
provisions exceed expected losses according to the capital adequacy rules, the excess
amount is included as Tier 2 capital. According to transitional rules that apply until the
end of 2022, a portion of the increase in credit impairment provisions may be included
in Common Equity Tier 1 capital. These transitional rules are not mandatory and the
Group has decided not to apply them.

The impacts arising from each part of IFRS 9 are set out below.

« Reclassifications and re-measurement of financial assets, namely financial assets
no longer designated at fair value through profit or loss, will decrease equity by
SEK 0.5bn and decrease the Common Equity Tier 1 capital ratio by 0.12 percentage
points.

« Application of the impairment requirements will decrease equity by SEK 1.6bn and
increase the Common Equity Tier 1 capital ratio by 0.05 percentage points, due to
reductions in the shortfall and risk exposure amount .

« The application of the hedge accounting requirements will not affect equity but will
increase the Common Equity Tier 1 capital ratio by 0.01 percentage points.

The Group continues to refine and monitor certain elements of the new impairment
process in advance of the Q1 2018 reporting.

Impact on governance and controls

The Group’s existing governance and internal controls frameworks have been refined
and revised to reflect the changes in the new impairment methodologies, calculations
required and new areas of significant judgment. The revised processes and framework
include dedicated committees to review, challenge and sign off the assumptions used
and the results of the credit impairment provision calculations. An expert panel was
established to govern the setting of forward-looking economic scenarios, including
probability weights, and to ensure that the scenarios adequately capture the non-
linearity and asymmetry of the loss distribution. A process has been implemented
around recalibration and model management, to ensure continuous improvement in
the model estimation accuracy. Further to this, the independent model validation unit
within Risk Assurance will validate the IFRS 9 models on an annual basis and when the
models are changed.
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Revenues from Contracts with Customers (IFRS 15)
IFRS 15 was issued in May 2014 and further clarifications were issued in April 2016.
The standard establishes the principles for reporting useful information about the
nature, amount, timing, and uncertainty of revenue and cash flows arising from
contracts with customers. The standard introduces a five-step model to determine how
and when to recognise revenue, but it does not impact the recognition of income from
financial instruments in the scope of IAS 39 or IFRS 3. Revenue recognition will occur at
the point in time when control of the product or service is transferred to the customer.
The standard also establishes new disclosures to provide more relevant information.
IFRS 15 and associated clarifications are applicable from 1 January 2018 and have
been approved by the EU. The Group will adopt the requirements using the modified
retrospective method, with the effect of initial application recognised on the date of
initial application and no restatement of the comparative periods. The adoption will not
have any impact on the Group’s financial position, results or cash flows. The significant
accounting policies that will be applied by the Group from 1 January 2018 are also
disclosed in section 5.2.

Leases (IFRS 16)

IFRS 16 was issued in January 2016 and replaces IAS 17 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 recognize right-of-use assets and
lease liabilities arising from most leases on the balance sheet. In the income statement
general administrative 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 impacts on the Group's financial reports are still being assessed by the Group.

Insurance (IFRS 17)

IFRS 17 was issued in May 2017 and is applicable from 1 January 2021. The standard
has not yet been approved by the EU. The new standard establishes principles for
recognition, presentation, measurement and disclosure of insurance contracts issued.
Insurance contracts in scope will be measured at current value, based on the current
estimates of amounts expected to be collected from 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 IFRS changes

No other new or amended IFRS standards or interpretations issued and not yet
adopted are expected to have a significant impact on the Group’s financial position,
results, cash flows or disclosures.

5.2 Significant accounting policies to be applied from 1 January 2018
Swedbank has elected to present the Group’s significant accounting policies for new
standards that will be adopted on 1 January 2018. Consequently, these significant ac-
counting policies will only be applicable for the Group from that adoption date.

5.2.1 Financial instruments, general (IAS 32, IFRS 9)

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 priority 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.

When a financial asset is modified, the Group assesses whether the modification
results in derecognition. A financial asset is considered modified where the contrac-
tual terms governing the cash flows are amended versus the original agreement, for
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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.

Repos

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 expenses on financial liabilities include
interest payments received or paid and changes in an instrument’s amortised cost
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 instrument,
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.

Interest expense is calculated by applying the effective interest rate to the amor-
tised 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
excluded from Net interest income and reported as Net gains and losses on financial
items at fair value.
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The Group holds some financial assets and liabilities at amortised cost with negative
yields, which are presented as separate lines within Net interest income in the income
statement.

5.2.2 Financial instruments, classification and measurement (IFRS 9)

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

The business model reflects how the Group manages portfolios of financial assets
in order to generate cash flows. The factors considered in determining the business
model for a portfolio of financial assets include past experience on how the cash flows
have been collected, how the financial assets’ performance is evaluated and reported to
management, how risks are assessed and managed and how compensation is linked to
performance. The Group assesses the contractual terms of financial assets to identify
whether the contractual cash flows are solely payments of principal and interest. In
making this assessment, the Group considers whether the contractual cash flows are
consistent with a basic lending arrangement. Principal is defined as the fair value of
a financial asset on initial recognition. Interest is defined as the compensation for the
time value of money, credit risk, other basic lending risks and a profit margin that is
consistent with a basic lending arrangement. Where the contractual terms introduce
exposure to risk or volatility that are inconsistent with a basic lending arrangement,
the related financial asset is not compliant with the solely payments of principal and
interest criterion.

Financial liabilities are classified as measured at either amortised cost or fair value
through profit or loss.

Financial assets at amortised cost

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

Financial assets at amortised cost are initially recognised at fair value 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 ad-
vanced, including fees and commissions. The amortised cost is the amount at which the
financial asset is measured at initial recognition minus the principal repayments, 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 5.2.3.

Financial assets at fair value through profit or loss

Financial assets classified as measured at fair value through profit or loss is
comprised 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-
taking. The mandatory classification also includes debt instruments with contractual
cash flows that are not solely payments of principal and interest.

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

Financial liabilities at amortised cost

Financial liabilities classified as measured at amortised cost include those that are not
classified as fair value through profit or loss. Such financial liabilities are recognised on
the trade 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 is com-
prised 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:

« Financial 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 at fair value, 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 reclas-
sification 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.

5.2.3 Financial instruments, credit impairment (IFRS 9)

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.

12-month expected credit losses are recognized on instruments in Stage 1 and lifetime
expected credit losses are recognized 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
the portion of the lifetime expected credit losses resulting from the default events that
are possible within 12 months after the reporting date.
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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 ob-
ligation, during the next 12 months or during the remaining lifetime of the 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 scenarios
(a base case, an upside and a downside), represented by relevant macroeconomic vari-
ables, 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 mod-
elled expected credit loss results, the Group uses its experienced credit judgement 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
established using the discounted expected cash flows and considering a minimum
of two possible outcomes, which consider macroeconomic and non-macroeconomic
(borrower-specific) scenarios.

Definition of default and credit-impaired assets

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

The Group’s IFRS 9 definitions of default and credit-impaired assets are aligned to
the Group’s regulatory definition of default, as this is what is used for risk manage-
ment purposes. Default and credit-impairment are triggered when one of the following
occurs: an exposure is more than S0 days past due, an exposure is declared in 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 90 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.

Determining a significant increase in credit risk since initial recognition

The Group assesses changes in credit risk using a combination of individual and col-
lective 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.
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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.

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

Modifications

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

Where a loan is modified and derecognised, the date of the modification is the initial
recognition date of the new loan for credit impairment purposes, including for 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. How-
ever, the expected credit loss on initial recognition are considered as part of the gross
carrying amount and therefore the recognized credit impairment provision represents
only the changes in the lifetime expected credit losses from the initial recognition date.
Favourable changes in the lifetime expected credit losses are recognised as an impair-
ment gain, even if those changes are more than the amount previously recognised as
credit impairments.

Presentation of credit impairments

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

A write-off reduced 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 rep-
resent 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.

5.2.4 Financial instruments, hedge accounting (IAS 39, IFRS 9)
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 at fair value.

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
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instrument and the effect of credit risk does not dominate the value changes resulting
from that relationship. Also, the hedge ratio is the same as that resulting from the
guantity of both the hedged item and the hedging instrument actually used.

Portfolio fair value hedges (IAS 39)

Portfolio 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 at
fair value.

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 at fair value.

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

Hedging of net investments in foreign operations (IFRS 9)
Hedges of net investments in foreign operations are applied to protect the Group from
translation differences that arise from the translation of operations in a functional
currency other than the presentation currency. Financial liabilities reported in the
foreign operation’s functional currency are translated at the closing-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 at fair value. When a foreign
operation is divested, the gain or loss from the hedging instrument is reclassified from
other comprehensive income and recognised in profit or loss.

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.

5.2.5 Net commission and other incomes

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 service and is dependent on whether the services are satisfied at a
point in time or accrued over a period of time. The Group presents contract assets for
services which have been provided but not charged and contract liabilities for short-
term advances received but where the service has not yet been provided.

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.

NOTES, GROUP
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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 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 quantifica-
tion 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, as a risk
reducing measure, adequate and sufficient collateral must be pledged.

Sound, robust and balanced lending requires that each transaction is viewed in rela-
tion 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. Credit exposures are systematically analysed
by monitoring individual commitments. Exposures to corporate customers, financial
institutions and sovereigns are reassessed at least once a year.

Risk measurement

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

* Risk assessment and credit decisions

« Calculating risk-adjusted returns (including RAROC)

« Calculating portfolio 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

The risk classification is a key part of the monitoring of individual credit exposures.
The risk class is assessed and assigned in connection with the credit decision. The
assigned risk class affects not only the requirements on the scope of the analysis and
documentation, but also how monitoring of customers shall be performed. In this way,
transactions categorised as low-risk can be approved through a smoother and faster
credit process.

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
public. For exposures where the IRB approach is not applied, the SFSA’s standardised
approach is adopted.

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 exposures. The table below
describes the Group's risk classification and how this relates to the calculated theoreti-
cal probability of default within 12 months (PD) as well as an indicative rating from
Standard & Poor’s. Of the total IRB-assessed exposures, 82 per cent (81) fall in the risk
classes 13-21, i.e. investment grade, where the risk of default is considered low. Of
the exposures, 53 per cent (47) have a risk grade of 18 or higher which corresponds
to arating of A from the major rating agencies. The exposures relate to the Group’s
consolidated situation.

Risk grade according to IRB methodology
Indicative rating

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

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
are evaluated to ensure that they work well in daily credit operations. The models
normally produce a likelihood of default over a one-year harizon.
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Risk grade according to the IRB methodology

Augmented
Low risk PD  Normal risk risk Highrisk PD Default PD Non-rated Standardised
Maximum credit risk exposure distributed by rating 2017 <0,5 PDO0,5-2,0 PD 2,0-5,7 >5,7 100,0 exposures methodology EAD
Total exposure 1696574 205 258 60847 29071 9955 8211 60271 2070187
Swedish Large corporates Baltic
Banking % & Institutions % Banking % Other % Total %
EAD
Low risk 1028671 49.7 271259 131 80616 3.9 316 028 153 1696574 820
Normal risk 135205 6.5 24326 1.2 45616 2.2 111 0.0 205258 9.9
Augmented risk 36919 1.8 7336 04 16 441 0.8 151 0.0 60847 29
High risk 12401 06 7 306 04 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 0.1 5053 0.2 85 0.0 8211 04
Standardised method 23716 11 15592 08 10549 0.5 10414 0.5 60271 2.9
Total 1240054 59.9 333754 16.1 169579 8.2 326 800 15.8 2070187 100.0
Public % Corporates % Institutions % States % Other % Total %
EAD
Low risk 954 225 46.1 356 311 17.2 63842 3.1 322196 156 1696574 82.0
Normal risk 103438 5.0 101630 4.9 190 0.0 205 258 9.9
Augmented risk 34076 1.6 26 654 13 39 0.0 78 0.0 60847 29
High risk 13646 0.7 15425 0.7 29071 1.4
Defaults 2247 0.1 7706 04 2 0.0 9955 0.5
Non-rated exposures 1169 0.1 7042 0.3 8211 0.4
Standardised method 60271 2.9
Total 1107632 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.

Risk grade according to the IRB methodology

Augmented
Low risk PD  Normal risk risk Highrisk PD Default PD Non-rated Standardised
Maximum credit risk exposure distributed by rating 2016 <0,5 PDO0,5-2,0 PD 2,0-5,7 >5,7 100,0 exposures methodology EAD
Total exposure 1320338 204 572 63476 24997 10230 13591 351879 1989083
Swedish Large corporates
Banking % & Institutions % Baltic Banking % Other % Total %
EAD
Low risk 964 429 48.5 229267 115 73178 3.7 53464 2.7 1320338 66.4
Normal risk 134918 6.8 28835 14 40 644 2.0 175 0.0 204572 103
Augmented risk 38150 1.9 11098 0.6 14051 0.7 177 0.0 63476 3.2
High risk 12263 06 3119 0.2 9572 05 43 0.0 24997 1.3
Defaults 2085 01 5716 0.3 2429 01 10230 0.5
Non-rated exposures 4201 0.2 4226 0.2 4842 0.2 322 0.0 13591 0.7
Standardised method 60 649 3.0 36558 1.8 70204 3.5 184 468 9.3 351879 176
Total 1216695 61.2 318819 16.0 214 920 10.8 238 649 12.0 1989083 100.0
Public % Corporates % Institutions % States % Other % Total %
EAD
Low risk 889 446 44.7 347 461 175 83432 4.2 1320338 66.4
Normal risk 94957 4.8 109 144 55 470 0.0 204572 10.3
Augmented risk 31329 1.6 32100 1.6 47 0.0 63476 3.2
High risk 13885 0.7 11102 0.6 10 0.0 24997 13
Defaults 2681 0.1 7 549 0.4 10230 0.5
Non-rated exposures 1409 01 12182 0.6 13591 0.7
Standardised method 38199 1.9 4909 0.2 5456 03 278200 140 25115 1.3 351879 176
Total 1070497 53.8 513674 25.8 89 415 4.5 278200 14.0 37 297 1.9 1989083 100.0

The above table refers to Swedbank Consolidated Situation.
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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 89464 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 7036 1604 1256 1107 -30 41 9 132 1036 12251
Other credit institutions 13931 752 14683
Repurchase agreements, banks! 45 45
Repurchase agreements, other credit
institutions® 466 466
Cash collateral 3226 21 24 30 3301
Loans to the public Ge3 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 Sill 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
Cash 4380 351 500 442 33 5706
Other collateral 107300 13388 6680 7223 9271 386 313 144561
Unsecured 76980 7243 3872 4712 37649 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 Ge28 25468 121 48 106 3276 1102 1716 442 23400 55680
Other financial assets G31 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 262921
Total 1824321 105820 57432 85905 90368 5338 35694 49457 36443 2290779
% of total 80 5 3 4 4 0 2 2 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 17128 121 47 106 2267 359 568 109 10249 30954
Collateral held* 1464 9 460 107 5 7465 9510
Net credit exposures after collateral held 15 664 121 39 106 1808 252 563 109 2784 21 445

1) Collateral consist of cash 92.1% and AAA rated bonds by Standard & Poor's 7.9%
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Maximum credit risk exposure, geographical distribution 2016

Note Sweden Estonia Latvia Lithuania Norway Denmark Finland USA Other Total
Assets
Cash and balances with central banks 18361 21951 13829 21305 581 63 27821 17311 125 121347
Treasury bills and other bills eligible for
refinancing with central banks G2l 99 498 2222 1649 865 268 1994 1075 107571
States 9908 2222 1649 33 268 1978 1075 17133
Swedish central bank 85 005 85005
Municipalities 4585 832 16 5433
Loans to credit institutions Ge2 27374 1434 1018 568 -81 18 -311 107 2069 32197
Repurchase agreements, banks! 617 617
Repurchase agreements, other credit
institutions? 235 235
Loans to the public G23 1308673 65228 31016 44041 41753 2116 11424 775 2220 1507247
Swedish National Debt Office 5079 5079
Repurchase agreements, Swedish National
Debt Office? 3797 3797
Repurchase agreements, other publict 45028 11 24 45063
Real Estate Residential 882 305 29017 13884 20917 95 1171 947399
Real Estate Commercial 143799 16212 7080 8889 3669 632 274 180555
Guarantees 28810 3345 362 322 436 180 568 34023
Cash 13016 15 621 378 14030
Other collateral 106 215 8817 6901 6812 9981 285 392 139403
Unsecured 80625 7811 2158 6699 27572 28 11244 109 1652 137898
Bonds and other interest-bearing securities Ge4 48294 41 7 7 550 843 2059 4228 11479 74501
Housing finance institution 34839 34839
Banks 5654 4919 186 1393 4215 5765 22132
Other financial companies 6161 1920 8081
Non-financial companies 1640 41 7 2631 657 666 13 3794 9449
Derivatives G28 38559 196 64 124 5288 1472 5670 593 35843 87811
Other financial assets G31 7412 581 346 345 1276 571 28 294 10853
Contingent liabilities and commitments
Guarantees 28816 2201 1191 1287 5316 104 167 3645 23 42750
Commitments 203341 9812 5224 7719 16555 17684 2000 366 262701
Total 1780329 101445 54918 77038 79103 4884 67079 28688 53494 2246978
% 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 2016

Sweden Estonia Latvia Lithuania Norway Denmark Finland USA Other Total
Positive fair value of contracts, balance sheet 38559 196 64 124 5288 1472 5670 593 35843 87811
Netting agreements, related amount not offset
in the balance sheet 8714 1803 667 3906 476 20741 36308
Credit exposure, after offset of netting
agreements 29 846 196 64 124 3486 805 1764 117 15101 51503
Collateral held? 1559 530 130 511 117 10918 13765
Net credit exposures after collateral held 28287 196 64 124 2955 675 1253 0 4183 37738

1) Collateral consist of cash 92.1% and AAA rated bonds by Standard & Poor's 7.9%

Credit derivatives 2017 2016
Credit derivatives, nominal amounts 982 2002

Credit derivatives are used in customer trading but also to optimise the credit risk in trading portfolios with interest-bearing securities.
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GIIPS exposure, carrying amount 2017 2016

Greece Ireland Italy Portugal Spain Total Greece Ireland Italy Portugal Spain Total
Bonds 95 95 315 315
Loans (money market and certificates) 23 23 22 5 27
Derivatives net! 6 g 2 83 94 10 16 94 120
Other? 1 18 1 20 23 11 34
Total 7 44 2 179 232 33 49 5 409 496

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 (13), Italy SEK 374m (397), Portugal 10m (10), and Spain SEK 395m (325). Total SEK 802m (744).

2) Includes trade finance and mortgage loans.

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 1287584
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 46 339 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 826 457 1872 156 828173 1056 305 751 828924
Tenant owner association 109166 23 47 109 142 32 32 109174
Other, private 42 167 324 76 42415 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 67705
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 7 369 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 26249
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 excluding
the Swedish National Debt Office
and repurchase agreements 64 294 64 294 64 294
Loans to the public and credit institutions 1557 926 3325 1010 1560241 8579 2876 5703 1565944
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Loans to the public and credit institutions, carrying amount 2016

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 1253176 1074 476 1253774 1695 700 995 1254769
Estonia 63985 714 177 64522 1146 451 695 65217
Latvia 30276 503 140 30639 669 292 377 31016
Lithuania 42 601 870 62 43409 833 225 608 44017
Norway 39184 3 145 39042 3747 1035 2712 41754
Denmark 2115 2115 5 4 1 2116
Finland 11428 4 11424 11424
USA 780 5 775 775
Other 2259 39 2220 2220
Loans to the public excluding
the Swedish National Debt Office
and repurchase agreements 1445804 3164 1048 1447 920 8095 2707 5388 1453308
Sector/industry
Private customers 928563 2248 254 930557 1709 596 1113 931670
Mortgage loans, private 780199 1951 151 781999 1378 405 973 782972
Tenant owner association 107 754 4 30 107 728 34 34 107 762
Other, private 40610 293 73 40830 297 191 106 40936
Corporate customers 517 241 916 794 517363 6386 2111 4275 521638
Agriculture, forestry, fishing 65700 119 44 65775 293 76 217 65992
Manufacturing 44852 82 203 44731 378 169 209 44 940
Public sector and utilities 25173 46 34 25185 95 16 79 25264
Construction 19674 91 32 19733 131 87 44 19777
Retail 27988 142 58 28072 345 215 130 28202
Transportation 15166 82 6 15242 39 16 23 15265
Shipping and offshore 24985 155 24830 3770 1033 2737 27 567
Hotels and restaurants 8827 16 20 8823 83 13 70 8893
Information and communications 8041 11 10 8042 48 26 22 8 064
Finance and insurance 12496 16 15 12497 9 9 12497
Property management 223035 205 144 223096 400 92 308 223404
Residential properties 64076 37 40 64073 89 8 81 64 154
Commercial 87921 51 60 87912 36 6 30 87 942
Industrial and warehouse 45095 15 23 45087 82 24 58 45145
Other property management 25943 102 21 26 024 193 54 139 26163
Professional services 22829 65 44 22850 671 300 371 23221
Other corporate lending 18475 41 29 18487 124 59 65 18552

Loans to the public excluding

the Swedish National Debt Office

and repurchase agreements 1445804 3164 1048 1447 920 8095 2707 5388 1453308
Loans to credit institutions excluding

the Swedish National Debt Office

and repurchase agreements 86 136 86 136 86 136

Loans to the public and credit institutions 1531940 3164 1048 1534056 8095 2707 5388 1539444
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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 1.64 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
5-30 days 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
5-30 days 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
Impaired, past due and forborne loans 2016

Sweden Estonia Latvia Lithuania Norway Denmark USA Total

Impaired loans
Carrying amount before provisions 1695 1146 669 833 3747 5 8095
Provisions 700 451 292 225 1035 4 2707
Carrying amount after provisions 995 695 377 608 2712 1 5388
Share of impaired loans, net, % 0.07 1.06 1.22 1.38 6.51 0.05 0.35
Share of impaired loans, gross, % 0.13 1.74 213 1.88 8.74 0.23 0.52
Past due loans that are not impaired
Valuation category, loans and receivables
Loans with past due amount, 531 714 503 870 3 2621
5-30 days 186 586 358 505 3 1638
31-60days 233 107 112 175 627
61-90 days 85 19 14 51 169
more than 90 days 27 2 19 139 187
Valuation category, fair value through profit or loss
Loans with past due amount, 543 543
5-30days 130 130
31-60 days 230 230
61-90 days 100 100
more than 90 days 83 83
Total 1074 714 503 870 3 3164
Forborne loans
Performing 3502 1295 629 373 10472 16271
Non-performing 327 794 852 528 4840 1 7342
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Impaired loans

Impaired loans are loans where it is unlikely that the payments will be received in accord-
ance with the contractual terms and that there is a risk that the bank will not receive full
payment. A loan is considered impaired when there is objective proof that a loss event
has occurred on an individual level following the first reporting date of the loan, and
that a risk of loss arises when the loan’s anticipated future cash flows differ from the
contractual cash flows (both discounted by the loan’s original effective interest rate).
Loss events on an individual level arise when a borrower incurs significant financial
difficulties, when it is likely that the borrower will go into bankruptcy or liguidation,
when the borrower is facing a financial reconstruction, a breach of contract such as late
or nonpayment of interest or principal, or various concessions due to the borrower’s
financial difficulties. Exposures that are overdue by more than 90 days or exposures
where the terms have changed in a significant manner due to the borrower’s financial
difficulties are automatically considered impaired loans and as being in default. A loan

is not impaired if there is collateral that by a satisfactory margin covers the principal,
unpaid interest and any late fee. Specified above are the provisions allocated for impaired
loans as well as other parts of the lending where loss events have occurred but where
individual loans have not yet been identified.

Forborne loans

Forborne loans refer to loans where the contractual terms have been revised due to the
customer’s financial difficulties. The purpose of the forbearance measure is to enable
for the borrower to make full payments again, or when this is not considered possible,
to maximise the repayment of outstanding loans. Revisions to contractual terms

Loans provisions 2017

NOTES, GROUP

include various forms of concessions such as amortisation suspensions, reductions in
interest rates to below market rate, forgiveness of all or part of the loan, or issuance
of new loans to pay overdue amounts or avoid default. Revisions to contractual terms
may be of such significance that the loan is also considered impaired, which is the case
if the forbearance measure reduces the original loan's carrying amount regardless of
concessions. The forborne loan’s carrying amount is determined by discounting future
anticipated cash flows by the original loan’s effective interest rate. Before a forborne
loan ceases being reported as forborne, all the criteria set by the European Banking
Authority must be met.

Loan write-offs

Loans are written off when the loss amount is ultimately established. Loans that

are fully written off are not included in impaired loans or forborne loans. Remaining
loans that are partially written off are still included after the write-off in impaired
loans or forborne loans. 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 the Group partners with, has reported that an individual 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. Loans are also written off after
the disposal of impaired loans. Previous provisions are utilised in connection with

the write-off.

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 g 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
Total provision ratio for impaired loans, % 73 51 62 36 31 50 45
Provision ratio for impaired loans, % 49 34 39 26 27 50 34
Loans provisions 2016

Sweden  Estonia Latvia Lithuania Norway Denmark USA Other Total
Opening balance 1706 573 594 386 66 12 0 44 3381
New provisions 346 39 -1 991 1375
Utilisation of previous provisions -672 -5 -141 -32 -850
Reversal of previous provisions -304 -49 -28 -58 -8 -8 -455
Portfolio provisions for loans that are not impaired 6 40 -20 -26 93 5 -1 97
Change in exchange rates and other adjustments 94 30 27 18 38 207
Closing balance 1176 628 432 287 1180 4 5 43 3755
Total provision ratio for impaired loans, % 69 55 65 34 31 79 46
Provision ratio for impaired loans, % 41 39 44 27 28 79 33

Concentration risk, customer exposure

At end of 2017, the Group did not have any exposures against individual counterparties that exceeded 10 per cent of the capital base.

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 482m

(1 218). None of this collateral had been sold or repledged as of year-end.
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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.

2017 2016

Carrying Carrying

amount, over- amount, over-

taken during Carrying taken during Carrying
Number 2017 amount Fair value Number 2016 amount Fair value
Total

Buildings and land 125 85 141 180 184 57 257 330
Shares and other participating interests 1 0 0 0 1 3 3
Other 64 2 80 104 78 137 145 170
Total 190 37 221 284 263 194 405 503

Capital requirement for credit risks
The capital requirement for credit risks in Swedbank (consolidated situation) on 31 December 2017 amounted to SEK 24 318m (25 313). For more information,
see note G4 Capital.

Liquidity risk

DEFINITION The share of unsecured funding is determined by Swedbank’s aim to maintain a
Liquidity risk refers to the risk that the Group will not be able to meet its payment conservative stable funding profile by a diversified set of funding sources as well as the
obligations at maturity. upcoming regulatory MREL requirement.

The Board of Directors determines the Group’s overall risk appetite for liquidity Swedbank uses a number of different funding programmes to meet its short- and
and has therefore established limits for the Survival Horizon as well as a limit on the long-term needs e.g. commercial paper, certificates of deposit, covered bonds and
minimum of unutilised capacity in the cover pool for issuance of covered bonds (Over unsecured funding.

Collateralisation, OC). The CEQ is responsible for ensuring that the operations stay For information regarding Swedbank’s distribution of liabilities and encumbered
within the risk appetite and, due to that, more granular CEQO limits have been defined assets, see the Group’s Pillar 3 report or Fact book page 62.

and established. To ensure that the operations can be monitored on a daily basis in

terms of the risk appetite and CEO limits, these limits have been complemented by Liquidity reserve

limits set by the Chief Risk Officer. The reason why Swedbank has established and maintains a liquidity reserve is to

Responsibility for managing and controlling the Group’s liquidity rests within Group reduce the Group’s liquidity risk. When future refinancing needs are high, the liquidity
Treasury. Group Risk works independently to identify all relevant aspects of liquidity reserve must be adjusted to meet maturities in various types of stressed scenarios
risk and is responsible for independent control, measurement and monitoring of risks. where, for instance, markets are fully or partly closed for new issues over an extended

period of time.
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 re-
guirements. 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

Cash and balances with central banks and Swedish National debt Office 208370
Deposits in other banks, available over night 3
Securities issued or guaranteed by sovereigns, central banks or multinational development banks 88 006
Securities issued or guaranteed by municipalities or Public sector entities 5636
Covered bonds 46621

Issued by other institutions 44349

Own issued 2272
Securities issued by non-financial corporates 292
Securities issued by financial corporates excl. Covered bonds 409
Total 349 337

1) 95% of the securities in the liquidity reserve as of December 31 2017 are rated AAA.

Swedbank Annual and Sustainability Report 2017




83

NOTES, GROUP

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 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 30 746
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 26 207 26 207
Derivatives 14183 14148 24435 2225 137 552 55680
Intangible fixed assets 16329 16329
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 40 664 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 16 091 21777 74756 2197 181124
Derivatives 9793 8317 14192 15384 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

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 2016 demand <3 mths. 3 mths.—-1yr 1-5yrs 5-10yrs >10yrs effect Total
Assets
Cash and balances with central banks 121 347 121 347
Treasury bills and other bills eligible for refinancing with
central banks 86559 2081 14271 247 1206 3207 107571
Loans to credit institutions 2717 20082 2907 5349 1044 97 32197
Loans to the public 93532 118660 317166 123075 838100 16714 1507 247
Bonds and other interest-bearing securities 6909 17924 47189 606 30 1843 74501
Financial assets for which the customers bear
the investment risk 34549 2481 14695 17 426 61424 29539 160114
Shares and participating interests 31216 31216
Derivatives 21602 25309 37007 3565 328 87811
Intangible fixed assets 14279 14279
Tangible assets 1864 1864
Other assets 16 056 16 056
Total 124064 263233 169362 435677 145963 900857 115047 2154203
Liabilities
Amounts owed to credit institutions 23012 45608 2938 267 6 71831
Deposits and borrowings from the public 712212 44796 33636 2088 150 42 792 924
Debt securities in issue 117531 144888 495516 36 568 15169 32001 841673
Financial liabilities where customers bear the investment risk 59249 2660 15326 18257 63711 1848 161051
Derivatives 16129 19625 26397 3096 802 19 540 85589
Other liabilities 31470 7015 3086 1162 1443 44176
Subordinated liabilities 12901 14198 155 27 254
Equity 129705 129705
Total 735224 314783 210762 542680 72 140 95 365 183249 2154203

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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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 liguidity 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). As described on page 36, Swedbank calculates the NSFR according to
the Basel Committee’s NSFR standard.

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 2013, Sweden mandates a minimum level of 100 per cent both in
total as for USD and EUR individually. Besides the Swedish regulation (FFFS 2012:6),
Swedbank reports LCR according to the EU Commission Delegated Regulation (EU)
2015/61 (LCR DA). The minimum requirement according to the LCR DA is set to 80%
from 1 January 2017, and 100% from 1 January 2018.

The NSFR indicates a bank’s ability to manage stressed situations over a one-year
horizon. The NFSR ensures that a bank's illiquid long-term assets are financed with a
minimum level of stable long-term funding. An NFSR-ratio 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 maturi-
ties during a given time period.

Cover pool sensitivity analysis, house price decline
31 December 2017

To identify and act on increased liquidity risks as early as possible, Swedbank uses

a number of forward-looking risk indicators, such as volatilities in selected market
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 disrup-
tions in the financial markets. These stress tests focus on both Swedbank-specific and
market-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 2017
(“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 9286 9249 918.6 908.7 895.0 876.9 854.1 825.6 791.2
Total outstanding covered bonds, SEKbn 500.6 500.6 500.6 500.6 500.6 500.6 500.6 500.6 500.6
Over collateralisation level, % 855 84.8 83.5 81.5 788 75.2 706 649 58.0
LCR, FFFS 2012:6 31 Dec 31 Dec Liquidity and funding ratios 31 Dec 31 Dec
% 2017 2016 2017 2016
Liquidity coverage ratio (LCR), Total 173 156  Net stable funding ratio (NSFR) 110 108
Liguidity coverage ratio (LCR), EUR 374 330

Liquidity coverage ratio (LCR), USD 362 160

Liquidity coverage ratio (LCR), SEK* 76 85

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

Liquidity coverage ratio (LCR), FFFS 2012:6, Total 31 Dec 31 Dec
SEKbn 2017 2016
Liguid assets level 1 290 239
Liguid assets level 2 38 58
Liquidity reserve?! 328 297
Customer deposits 118 103
Market borrowing 65 83
Other cash outflows 46 40
Cash outflows 229 226
Inflow from maturing lending to non-financial customers 7 6
Other cash inflow 33 30
Cash inflows 40 36

1) Liquidity reserve according to FFFS 2012:6 definition
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Debt securities issuance

NOTES, GROUP

In 2017, Swedbank issued a total of SEK 181bn (160) 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

Turnover during the year 2017 2016 Turnover during the year 2017 2016
Commercial papers Senior unsecured bonds
Opening balance 102 225 107 046 Opening balance 166 161 154 244
Issued 1048802 811729 Issued 45538 31415
Repaid -985 583 -828900 Repurchased -275 -1528
Change in market values 26 Repaid -44 385 -23233
Change in exchange rates -15470 12324 Change in market values -1420 -1992
Closing balance 149974 102 225 Change in exchange rates -6 083 7255
Closing balance 159536 166 161
Covered bonds
Opening balance 558 295 550 669 Structured retail bonds
Issued 132465 125364 Opening balance 14992 14576
Repurchased -90789 -40931 Issued 2833 3695
Repaid -70038 -78165 Repurchased -3
Change in market values or hedged item in hedge Repaid -2504 -3537
accounting at fair value -10523 -6 657 Change in market values _469 258
Change in exchange rates 435 8015 Closing balance 14849 14992
Closing balance 519 845 558295
Total debt securities in issue 844 204 841673
Subordinated liabilities
Turnover during the year 2017 2016
Subordinated liabilities
Opening balance 27 254 24613
Issued 6386 4530
Repurchased -7183 -2 504
Change in market values -60 125
Change in exchange rates -889 490
Closing balance 25508 27 254
Total subordinated liabilities 25508 27 254

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 CEO, 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 arise 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. Statistical
measures such as Value-at-Risk (VaR) and Stressed Value-at-Risk (SVaR) are important
tools in Swedbank's risk management processes and are used to, among other things,
to calculate the Group’s capital requirement.

VaR uses 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
horizon. The Group uses a VaR model with a confidence interval of 99 per cent and a
time horizon of one holding day. Statistically, this means that the potential loss of a
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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.

Ordinary 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 2008 and one year forward.

Non-statistical measures such as sensitivity analyses are an important complement
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 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 holding day is not relevant to apply on
positions that the Group intends to hold for longer periods.

Jan-dec 2017 (2016) 2017 2016
SEKm Max Min Average 31 dec 31 dec
Interest rate risk 80(131) 41 (44) 57 (80) 45 46
Currency risk 15(13) 2(2) 7(6) 7 4
Share price risk 7(12) 2(2) 4 (5) 4
Diversification -12(-13) -11 -9
Total 83(128) 41 (43) 56 (79) 45 43
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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 -156m
(-651) as of 31 December 2017. The effect on positions in SEK would have been a
reduction of SEK -1 423m (-1 154), while positions in foreign currency would have
increased by SEK 1 266m (503).

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

NOTES, GROUP

The Group’s net gains and losses on financial items at fair value would have been
affected by SEK 969m (446) as of 31 December 2017. 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 22m (20).

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 markup (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.

Anincrease in all issuer-specific spreads of 1bp as of 31 December 2017 would have
reduced the value of the Group’s interest-bearing assets, including derivatives, by
SEK 8 (11).

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

2017 <3mths. 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 S -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 4-5 yrs 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
The impact on the net value of assets and liabilities, including derivatives, (SEKm) when market interest rates rise by one percentage point.

2016 <3mths. 3-6mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total
SEK -333 -1 -250 -327 -121 28 -148 -121 119 -1154
Foreign currency 651 -82 88 88 -97 -10 -112 -106 83 503
Total 318 -83 -162 -239 -218 18 -260 -227 202 -651
of which financial instruments measured at fair value through profit or loss.

2016 <3mths. 3-6mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total
SEK 147 216 -109 -578 461 47 -615 300 -73 -204
Foreign currency 465 -17 54 122 -7 61 -79 -39 90 650
Total 612 200 -55 -456 454 107 -693 261 17 446
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Currency risk The Group’s exposure to currency risks with the probability to affect earnings, i.e.
Currency risk refers to the risk that the value of the Group’s assets and liabilities, excluding exposures related to investments in foreign operations and related hedges,
including derivatives, will be negatively affected by changes in exchange rates or other is limited. A shift in exchange rates between foreign currencies and the Swedish krona
relevant risk factors. of +5 per cent at year-end would have a direct effect on the Group’s reported profit of
The Group has a strategic currency position in EUR through goodwill in the Baltic SEK -10m (18). Moreover, a shift in exchange rates between foreign currencies and
operations. This position is financed in SEK and is not hedged since it does not affect the Swedish krona of -5 per cent at year-end would have a direct effect on the Group’s
either profit or the capital base. In addition, the Group has structural currency risks reported profit of SEK 39m (18).
that arise in the banking operations due to deposits and lending in different currencies. A shift in exchange rates between the Swedish krona and foreign currencies of +/-5
Currency risks also arise in the trading operations e.g. due to customer transactions. per cent, with respect to net investments in foreign operations and related hedges,
Currency risks that arise in the banking operations or that are strategic in nature would have a direct effect on other comprehensive income of SEK +/- 809m after tax
are managed by Group Treasury by limiting the total value of assets and liabilities (+/-791).
(including derivatives) in one currency to a desired level using derivatives, such as cross The Group recognises certain currency derivatives as cash flow hedges. An increase
currency swaps and forward exchange agreements. The currency risks arising in the in the basis spread, (i.e. the price to swap cash flows in one currency for another)
trading operations are also managed by using currency derivatives. of one basis point would have had a positive effect on these derivatives in other

comprehensive income of SEK 6m (7) after tax as of 31 December 2017.

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 30 746
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 301 287 301 287
Total 1721777 345431 89411 4268 6927 40939 3882 2212636
Liabilities

Amounts owed to credit institutions 24386 13380 26083 1015 2043 1012 135 68 055
Deposits and borrowings from the public 630405 185073 29813 1324 1781 4897 2317 855 609
Debt securities in issue, etc. 389851 196864 219915 41249 6870 14963 869712
Other liabilities, not distributed 285 688 285 688
Equity 133572 133572
Total 1463902 395317 275811 43 589 3825 12779 17415 2212636
Other assets and liabilities,

including positions in derivatives 59397 186329 39372 -3065 -27996 13515

Net position in currency 9512 -71 51 37 165 -18 9676

Net funding in foreign currency with a corresponding recognised amount of SEK 28 051m (26 999) 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

2016 SEK EUR usD GBP DKK NOK Other Total
Assets

Cash and balances with central banks 18379 84634 17 441 48 75 601 169 121 347
Loans to credit institutions 2272 9784 5087 162 112 4767 10013 32197
Loans to the public 1263150 167186 38432 892 5541 4837 27199 1507 247
Interest-bearing securities 149668 10216 12400 672 268 8848 182072
Other assets, not distributed 311 340 311 340
Total 1744809 271830 73 360 1774 5996 19053 37381 2154203
Liabilities

Amounts owed to credit institutions 25328 12085 26977 1009 1327 3855 1250 71831
Deposits and borrowings from the public 592 359 172751 20694 1198 1368 1639 2915 792 924
Debt securities in issue, etc. 421944 193634 194521 35085 9355 14388 868927
Other liabilities, not distributed 290816 290816
Equity 129705 129705
Total 1460152 378470 242192 37 292 2 695 14849 18553 2154203
Other assets and liabilities,

including positions in derivatives 116495 168714 35591 -3303 -4036 -18818

Net position in currency 9855 -118 73 -2 168 10 9986
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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&I) 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 2017 (2016) 2017 2016
SEKm Max Min  Average 31 dec 31 dec
Value-at-Risk 18(22) 709 11(14) 12 9
Stressed Value-at-Risk 59(82) 27 (23) 38(40) 43 30

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, but with the assumption that the
positions in the portfolio remain unchanged during this time period. The hypotheti-

cal backtesting that the Group conducted in 2017 showed that the model serves its
purpose well, since none 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 averaged SEK 16m in 2017, which compares with
total VaR of SEK 17m for 2016. During the year, the risk (measured as VaR) between
the various asset classes remained well balanced and, on an aggregate level, well-
diversified.

Jan-Dec 2017 (2016) 2017 2016
SEKm Max Min  Average 31 dec 31 dec
Credit spread risk 18(14) 8(6) 13(11) 9 10
Share price risk 7(12) 2(2) 4(5) 4
Currency risk 17 (14) 2(2) 6(7) 5 6
Interest rate risk 15(21) 6(9) 9(13) 9
Diversification -16(-18) -13 -17
Total 22(27) 11(11) 16(17) 14 11

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 695m (754) as
of 31 December 2017, and is presented by risk type in note G4 under Capital adequacy.

NOTES, GROUP

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 80 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 trading
operations’ positions by SEK -29m (-15).

Commodity risk

Commodity risk refers to the risk that the value of the Group’s holdings of commodity-
related 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 resulting from inadequate or failed internal
processes or procedures, human error, system failure or 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 conducted 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 (RA)) to self-assess
operational risks. These methods are used on regular basis to cover 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 serious
incidents, such as IT disruptions, natural disasters, financial market disturbances and
pandemics, which may affect the Group’s ability to maintain services and offerings.
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 framework for processes and internal control common
to all types of process controls. Specific framewaorks 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 and Swedbank is working on integrating
the process dimension into the bank’s governance model. The purpose of Swedbank’s
process universe is to clarify responsibility for the Group’s significant processes as
well as for the controls in the processes, and to ensure that they are effective and ap-
propriate. To create a process-based method for risk management, Swedbank uses the
process universe as a basis for all 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 2017 amounted to SEK 5079m (4 972).
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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 and that the final payment for past claims
will be more expensive than estimated.

Risk management

Before a life insurance policy is approved, the insured must pass a risk assessment. The
purpose is to determine whether the insured can be approved for insurance based on
his or her health. The required insurance must also meet the policyholder'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
and 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 OF divided by SCR.

The capital base in Swedbank’s Swedish insurance operations amounted to SEK
7 672m on 30 September 2017 (6 824). This compares with the Solvency Capital
Reqguirement of SEK'5 129m (4 127). The solvency ratio was 1.50 (1.65).

The capital base in the Baltic life insurance operations amounted to SEK 1 607m as
of 30 September 2017 (1 441). The solvency ratio was 2.05 (1.98). The capital base in
the Baltic property and casualty insurance operations amounted to SEK 484m as of 30
September 2017 (377). The solvency ratio was 2.18 (2.12).
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Internal capital assessment

Purpose

The Internal Capital Adequacy Assessment Process (ICAAP) aims to ensure that the
Group is adequately capitalised to cover its risks, both current and future, and to oper-
ate and develop the business.

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

ICAAP 2017

As in previous years, Swedbank’s ICAAP for 2017 shows that the bank is exposed to
limited risks and is expected to remain well capitalised even in the event of unfavour-
able macroeconomic development. Swedbank’s strong credit quality and capital situa-
tion is reaffirmed by external stress tests.

Description of 2017 adverse scenario

The 2017 ICAAP evaluated the impact on Swedbank’s balance sheet in case of a major
recession, both in its home markets and globally. In the three-year scenario uncertainty
surrounding the long-term consequences of Brexit leads to increased protectionism
and doubts about the future of global trade. Trade volumes, investment and growth
will fall, which in turn squeezes profitability in the banking system, and a global
systemically important bank fails. This results in a global financial and economic crisis,
affecting Sweden and the Baltic countries implicating falling equity markets, increased

Risk type Pillar 1 Pillar-z unemployment and rapidly falling property prices. Central banks respond to the crisis
Capital is allocated COn_ttn:)utes.to calcntl_lated by lowering their benchmark rates and strengthening stimulus measures, Interest
apitalls aTocate Caplta’ requirement/ rates fall further below zero than ever before, placing greater pressure on unprofitable
Credit risk Yes Yes banks.
Concentration risk Yes! Yes
Market risk Yes Yes Stress test ICAAP-scenario — parameters!
Market risk: Interest risk in banking book No Yes Sweden 2016 2017 2018 2019
Operational risk Yes Yes GDP-growth, % 3.2 -4.5 -06 1.0
Insurance risk Yes? Yes? Unemployment, % 6.4 128 134 12.3
Risk in post-employment benefits No Yes Inflation, % 1.5 -1.5 -0.8 08
Strategic risk: Business plans No Yes Residential real estate price index 100.0 72.2 68.4 73.1
Strategic risk: Projects and acquisitions No Yes .
Estonia 2016 2017 2018 2019
. - . . GDP-growth, % 13 -36 -0.7 1.2
No specific capital is allocated Identified and mitigated?
; : Unemployment, % 6.6 140 131 9.0
Reputational risk No Yes Inflation. % 1 1 07 14
tion, . -1. -0. .
Liquidity risk No ILAAP? nration. —
. A Residential real estate price index 100.0 716 68.5 74.1
Strategic risk: Decision risk No Yes
Latvia 2016 2017 2018 2019

1) The Basel formulas are built and calibrated to include sector and geographical GDP-growth, % 11 38 07 14

concentration risk i.e. the Pillar 1 measure implicitly includes a large share of concen- . - - - .
I Unemployment, % 96 150 144 103
tration risk. :

2) Holdings in insurance companies are deducted from capital. The insurance companies Inflation, % 12 -1.3 -06 15
in Swedbank Group perform an Own Risk and Solvency Assessment (ORSA). Theaimof ~ Residential real estate price index 100.0 716 68.5 74.1
this process is to assess risks (both qualitatively and quantitatively) and the solvency
position over a business planning period of three years. The calculations are performed Lithuania 2016 2017 2018 2019
by projecting the risk metrics under the base and adverse scenarios. GDP-growth, % 2.0 -39 -09 15

3) Liquidity needs are assessed annually in the internal liquidity adequacy assessment Unemployment, % 72 145 136 9.5

rocess (ILAAP). ' : . . .
process (ILAAP) Inflation, % 12 16 09 18

To ensure efficient use of capital and predict the Group'’s capital adequacy even under Residential real estate price index 1000 716 68.5 74.1

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 2016 2017 2018 2019

exposed to by quantifying the impact on the income statement and balance sheet as 3M government rates SEK, % -0.70 -1.20 -070  -040

well as the capital base and risk weighted assets. The method serves as a foundation 3M government rates EUR, % -0.80 -1.40 -0.90 -0.60

for proactive risk- and capital management.

FX 2016 2017 2018 2019
USD/SEK 9.10 11.60 11.60 9.40
EUR/SEK 9.60 10.50 10.60 10.00

Stress test ICAAP scenario

1) Figures for Q4 2016 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

Negative long-term effects of Brexit and increased protectionism.

Economic and financial crisis after a global systemically important bank fails.
Central banks cut their benchmark rates and increase stimulus measures.
Property prices fall.

In Sweden, GDP falls by a maximum of 5.1 per cent, unemployment increases to a maximum of 13.4 per cent and
house prices fall by a maximum of 32.6 per cent.

In Estonia, GDP falls by a maximum of 4.3 per cent, unemployment increases to a maximum of 14.0 per cent and
house prices fall by a maximum of 32.5 per cent.

In Latvia, GDP falls by a maximum of 4.5 per cent, unemployment increases to a maximum of 15.0 per cent and

Unemployment rises significantly.
The economy stagnates and the recovery is delayed until the end of the scenario.

house prices fall by a maximum of 32.5 per cent.

In Lithuania, GDP falls by a maximum of 4.8 per cent, unemployment increases to a maximum of 14.5 per cent and
house prices fall by a maximum of 32.5 per cent.
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Income statement under ICAAP-Scenariot!

SEKbn 2016 2017 2018 2019
Net interest income 245 236 231 238
Total income 43.2 38.7 37.9 38.2
Total expenses 16.9 16.9 17.0 17.0
Profit before impairments 26.3 21.7 20.8 21.2
Credit impairments 1.5 48 10.2 56
Operating profit 24.8 16.9 10.7 15.5
Tax expense 4.2 3.7 2.3 3.4
Profit for the period 20.6 13.2 8.3 12.1
Profit for the period attributable to:

Shareholders of Swedbank AB 20.6 13.2 8.3 12.1
Non-controlling interests 0.0 0.0 0.0 0.0

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

Swedbank in the scenario

In a scenario where a recession is expected to occur once every 25 years, net interest
income falls due to lower benchmark rates, adversely affecting lending income. The
decrease is offset, but only partly, by lower interest expenses for deposits and fund-
ing. Net interest income recovers when benchmark rates rise and interest incomes
increases. Provisions for credit impairments amount to SEK 20.6bn in the scenario. The
credit portfolio in Swedish Banking accounts for 51per cent of the cumulative losses,
Large Corporates & Institutions for 30 per cent and Baltic Banking for 19 per cent. A
significant share of the losses is attributable to sectors such as property management,
shipping, offshore and oil-related businesses.

Credit Impairments per Business area* Credit Impairment ratio, %

EAD?
SEKbn
2016 2017 2018 2019

Swedish Banking 1216.7 2.0 54 3.1

Large Corporates & Institutions 3188 1.6 3.0 1.6

Estonia 936 0.4 0.6 0.4
Latvia 494 03 0.6 0.2
Lithuania 714 0.5 0.6 0.3
Other 239.2

Total 1989.1 4.8 10.2 5.6

1) 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.

2) Exposure at Default.
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Internal capital requirement

In its ICAAP, Swedbank takes into account 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 initial values. The initial risk exposure amount (REA) value has been adjusted for
future changes in the calculation of Probability of Default (PD), according to the SFSA's
memorandum “Fl's supervision of banks’ calculation of risk weights for exposures to
corporates’, the effects of the sale of shares of Visa Sweden, and other effects related
to the new reporting standard IFRSS.

REA and Capital 2016 2017 2018 2019
REA, SEKbn 4123 4675 4518 4232
Common Equity Tier 1, SEKbn 96.3 99.7 101.2 1029
Common Equity Tier 1 ratio, % 234 213 22.4 24.3

In the stress test, Swedbank’s Common Equity Tier 1 capital improves throughout the
scenario horizon. The scenario result ignores possible interventions that Swedbank’s
executive management might reasonably make under negative circumstances. The
effect is limited, however, since the scenario outcome produces an annual profit, from
which tax and dividends are deducted in order to maintain a conservative approach.

REA increases by a maximum of 13.4 per cent over the scenario horizon, driven by
migration effects in the credit portfolio. This is offset at the same time by credit impair-
ments, which reduce the credit portfolio.

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 2017, the internally measured internal capital requirement for
Swedbank’s consolidated situation amounted to SEK 29.8bn. The capital that meets
the internal capital requirement, i.e. the capital base, amounted to SEK 125.3bn.

External stress tests

In 2017, as in previous years, Swedbank re-established its strong position through
external stress tests. The principal external stress tests in 2017 were a stress test
initiated by the Swedish Financial Supervisory Authority (SFSA) to determine the size
of the capital buffer and a stress test/sensitivity analysis of interest rate risk in the
banking book orchestrated by the European Central Bank (ECB). The latter concerned
Swedbank’s three Baltic subsidiaries, which fall under the supervision of the ECB. The
stress tests were part of the Supervisory Review and Evaluation Process (SREP), the
supervisory authority’s response to the Internal Capital Adequacy Assessment Process
(ICAAP) and Internal Liquidity Adequacy Assessment Process (ILAAP). The stress tests
reaffirmed the relatively low interest rate risk profile in Swedbank’s Baltic subsidiaries
and the quality of Swedbank's internal interest rate risk models and systems. The re-
sults did not require the Baltic units to provide additional capital within the framework
of Pillar 2 rules.
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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 Capital Require-
ments Regulation (CRR), but more specifically limited by the Basel 1 floor within CRR.
The SFSA has clarified that the Basel 1 floor, i.e. 80 per cent of the capital requirement
according to the Basel 1 rules, will no longer apply from the 1st of January 2018. The
consolidated situation on 31 December 2017 included the Swedbank Group with the
exception of insurance companies. In addition, Entercard Group was included through
the proportional consolidation method.

Consolidated situation

NOTES, GROUP

The table below contains the information that must be published according to the
SFSA's regulations (FFFS 2014:12), chapter 8. Additional periodic information accord-
ing to the European Parliament’s and the Council’s regulation (EU) No 575/2013 on
prudential requirements for credit institutions and the Commission’s implementing
regulation EU) No 1423/2013 can be found on Swedbank’s website at http://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 2017 2016 Risk exposure amount settlement risks 0 0
Common Equity Tier 1 capital 100510 98679 Risk exposure amount market risks 8684 9419
Additional Tier 1 capital 11 050 14281 Risk exposure amount credit value adjustment 3745 5297
Tier 1 capital 111 560 112 960 Risk exposure amount operational risks 63482 62152
Tier 2 capital 13696 12229 Additional risk exposure amount, Article 3 CRR ? 28460 860
Total own funds 125 256 125189 Risk exposure amount 408 351 394135
Risk exposure amount 408351 394135 Common Equity Tier 1 capital ratio, % 24.6 25.0
Common Equity Tier 1, capital ratio, % 24.6 25.0 Tier 1 capital ratio, % 27.3 28.7
Tier 1 capital ratio, % 273 28.7 Total capital ratio, % 30,7 31,8
Total capital ratio, % 30.7 31.8

Consolidated situation

c lidated si i Capital buffer requirement?, % 2017 2016
ted situat
onsolidated situation CET1 capital requirement including buffer requirements 113 110
Capital adequacy 2017 2016 N - -
hareholders equt STE—— of which minimum CET1 requirement 4.5 4.5
areholders’ equity according to the Group's - " -
balance sheet 133372 129515 0: W:TC: Capital Conlslervlat'ol” blubffifr ig ig
of which countercyclical capital buffer . .
Non-controlling interests 67 78 - - y. P
Anticipated dividend e 14595 of which systemic risk buffer 3.0 3.0
nticipated dividen - - - ; ;
P — - - CET 1 capital available to meet buffer requirement* 20.1 205
Deconsolidation of insurance companies -109 96
Value changes in own financial liabilities Consolidated situation
including derivatives 38 "2 Capital adequacy Basel 1 floor® 2017 2016
Cash flow hedges -28 =77 Capital requirement Basel 1 floor 76867 75749
Additional value adjustments* -596 -598  Qwn funds Basel 3 adjusted according to rules
Goodwill -12 479 -11788 for Basel 1 floor 126904 126 565
Goodwill in significant investments ~709 _709 Surplus of capital according to Basel 1 floor 50037 50816
Deferred tax assets -142 -114 Consolidated situation
Intangible assets after deferred tax liabilities -2697 -1601 Leverage ratio 2017 2016
Net provisions for reported IRB credit exposures -1648 -1376 Tier 1 Capital 111560 112 960
Shares deducted from CET1 capital -45 -50 Leverage ratio exposure 2126851 2098179
Common Equity Tier 1 capital 100510 98 679 Leverage ratio, % 5.2 5.4
Additional Tier 1 capital 11050 14281 . .
Financial
Total Tier 1 capital 111 560 112960 conglomerate
Tier 2 capital 13696 12229 Capital adequacy for the financial conglomerate® 2017
Total own funds 125 256 125189 Own funds after adjustments and deductions 131998
Minimum capital requirement for credit risks, Capital requirement 82617
standardised approach 3046 3800 Surplus 49 381
Minimum capital requirement for credit risks, IRB 21245 21478 Financial conglomerate solvency ratio, %’ 159.8
Minimum capital reiquirement for credit risk, 1) Adjustment due to the implementation of EBA’s technical standards on prudent
default fund contribution 27 34 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 695 754 2) To rectify for underestimation of default frequency in the model for corporate expo-
Trading book 669 732 sures, Swedbank has decided to hold more capital until the updated model has been
] approved by the Swedish FSA. The amount also includes planned implementation of
of which VaR and SVaR 486 563 EBA's Guideline on new default definition and increased safety margins.
of which risks outside VaR and SVaR 183 169 3) Buffer requirement according to Swedish implementation of CRD IV.
FX risk other operations 26 22 4) CET1 capital ratio as reported less minimum requirement of 4.5 per cent (excluding
Minimum capital requirement for credit value adjustment 299 424 buflferreqmlrements)and less any CET1 items used to meet the Tier 1 and total
— - - - - capital requirements.
Minimum capital requirement for operational risks 5079 4972 5)Basel 1 floor based on the higher of the Basel 3 capital requirement and 80% of
Additional minimum capital requirement, Article 3 CRR? 2277 69 Basel 1 capital requirement. In the latter case the own funds is adjusted according to
Minimum capital requirement 32668 31531 CRRarticle 500.4.
Risk exposure amount credit risks, standardised approach 38074 47503 6) The ovyn funds and capltgl reqwrerr.wn‘g for the ﬁnalnclal conglpmerate arg calculated
" dit risk according to the accounting consolidation method in the Special Supervision of
R!s exposure amount credit risks, IRB _ 265563 268473 Financial Conglomerates Act (2006:531).
Risk exposure amount default fund contribution 343 431 7)Calculated as the financial conglomerate’s own funds after adjustment and deduc-

tions divided with the capital requirement for the financial conglomerate.
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Credit risks, IRB

2017

Exposure amount

Average risk weight, %

Minimum capital
requirement

Central government or central banks exposures 322276 2 394
Institutional exposures 64071 18 899
Corporate exposures 508895 83 13584
Retail exposures 1107632 7 6 065

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

Credit risks, IRB

2016

Exposure amount

Average risk weight, %

Minimum capital
requirement

Institutional exposures 83959 16 1072
Corporate exposures 508 765 35 14065
Retail exposures 1032298 7 5772

of which mortgage lending 936 542 5 3633

of which other lending 95756 28 2139
Non credit obligation 12182 58 569
Total credit risks, IRB 1637204 16 21478

Consolidated situation

Consolidated situation

Minimum capital requirements for market risks 2017 2016 Minimum capital requirement for operational risks 2017 2016
Interest rate risk 640 745 Standardised approach 4988 4972
of which for specific risk 182 165 of which trading and sales 210 322
of which for general risk 458 580 of which retail banking 2993 2966
Equity risk 127 100 of which commercial banking 1038 965
of which for specific risk 1 1 of which payment and settlement 258 278
of which for general risk 126 99 of which retail brokerage 2 2
Currency risk in trading book 218 202 of which agency services 42 39
Total minimum capital requirement for risks in trad- of which asset management 405 358
ing book* 669 732 of which corporate finance 40 42
of which stressed VaR 374 435 Basic indicator approach 91
Currency risk outside trading book 26 22 Total 5079 4972
Total 695 754

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 2017 Consolidated situation 2016
Exposure amount, Risk exposure amount and Exposure Risk exposure  Minimum capital Exposure Risk exposure  Minimum capital
Minimum capital requirement amount amount requirement amount amount requirement
Credit risks, STD 60271 38074 3 046 351879 47 503 3 800
Central government or central banks exposures 149 245746 449 36
Regional governments or local authorities exposures 1884 221 18 32453 276 22
Public sector entities exposures 3882 111 9 5551 60
Multilateral development banks exposures 3835 1 0 6411 20 2
International organisation exposures 428 609
Institutional exposures 13429 357 28 5456 127 10
Corporate exposures 5174 4752 380 4909 4630 370
Retail exposures 14039 10262 821 14315 10485 839
Exposures secured by mortgages on immovable property 6000 2102 168 23884 8361 669
Exposures in default 511 521 42 391 403 32
Exposures in the form of covered bonds 122 12 1 69 7 1
Exposures in the form of collective investment
undertakings (ClUs) 10 10 1
Equity exposures 7127 16974 1358 8088 19691 1575
Other items 3681 2751 220 3997 2994 240
Credit risks, IRB 2009916 265563 21245 1637 204 268473 21478
Central government or central banks exposures 322276 4921 394
Institutional exposures 64071 11241 899 83959 13406 1072
Corporate exposures 508 895 169802 13584 508 765 175810 14065
of which specialized lending in category 1 19 13 1 13 9 1
of which specialized lending in category 2 326 273 22 321 274 22
of which specialized lending in category 3 317 365 29 555 638 51
of which specialized lending in category 4 194 486 39 261 654 52
of which specialized lending in category 5 312 260
Retail exposures 1107632 75811 6 065 1032298 72151 5772
of which mortgage lending 1002551 47 646 3812 936 542 45410 3633
of which other lending 105081 28165 2253 95756 26741 2139
Non-credit obligation 7042 3788 303 12182 7106 568
Credit risks, Default fund contribution 343 27 431 34
Settlement risks 0 0 0 0 0 0
Market risks 8 684 695 9419 754
Trading book 8364 669 9147 732
of which VaR and SVaR 6074 486 7033 563
of which risks outside VaR and SVaR 2290 183 2114 169
FX risk other operations 320 26 272 22
Credit value adjustment 16 291 3745 299 21393 5297 424
Operational risks 63 482 5079 62 152 4972
of which Standardised approach 62 345 4988 62152 4972
of which Basic indicator method 1137 91
Additional risk exposure amount, Article 3 CRR 28 460 2277 860 69
Total 2086 478 408 351 32 668 2010476 394135 31531
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Large Group
Swedish Baltic corporates & Functions &
2017 Banking Banking Institutions Other Eliminations Total
Income statement
Net interest income 15103 4221 3546 1734 -9 24595
Net commissions 7448 2364 2348 -187 57 12030
Net gains and losses on financial items at fair value 398 220 1853 -537 1934
Share of the profit or loss of associates 869 102 971
Other income 1311 621 123 1132 -279 2908
Total income 25129 7 426 7 870 2244 -231 42 438
of which internal income 102 47 692 -841
Staff costs 3136 858 1384 4107 9485
Variable staff costs 103 50 146 161 460
Other expenses 5622 1666 1910 -3097 -231 5870
Depreciation/amortisation 67 102 76 355 600
Total expenses 8928 2676 3516 1526 -231 16 415
Profit before impairments 16 201 4750 4354 718 26 023
Impairment of intangible assets 80 95 175
Impairment of tangible assets 21 21
Credit impairments 413 -97 969 1285
Operating profit 15 708 4826 3385 623 24 542
Tax expense 3160 827 727 464 5178
Profit for the year 12548 3999 2658 159 19364
Profit for the year attributable to the
shareholders of Swedbank AB 12534 3999 2658 159 19350
Non-controlling interests 14 14
Balance sheet
Cash and balances with central banks 2910 8015 189 446 200371
Loans to credit institutions 4937 7 54144 190838 -219180 30 746
Loans to the public 1149814 149130 228206 8048 1535198
Interest-bearing securities 251 1534 27418 118075 -2 244 145034
Financial assets for which customers bear inv. risk 176170 4150 180 320
Investments in associates 3858 2499 6357
Derivatives 15 62792 23573 -30700 55680
Tangible and intangible assets 2184 11164 651 4285 18284
Other assets 9078 41313 38118 453991 -501 854 40 646
Total assets 1346 292 210223 419 344 990 755 -753978 2212636
Amounts owed to credit institutions 25847 179429 74130 -211351 68 055
Deposits and borrowings from the public 530280 184 994 138472 9753 -7890 855 609
Debt securities in issue 17723 831 060 -4579 844 204
Financial liabilities for which customers bear inv. risk 177 057 4067 181124
Derivatives 59958 18358 -32116 46 200
Other liabilities 555956 183 467 -498 042 58 564
Subordinated liabilities 25508 25508
Total liabilities 1289140 189 061 395 765 959 276 -753978 2079264
Allocated equity 57152 21162 23579 31479 133372
Total liabilities and equity 1346292 210223 419 344 990 755 -753978 2212636
Key figures
Return on allocated equity, total operations, % 22.4 19.2 12.0 06 15.1
Cost/income ratio 0.36 0.36 0.45 0.68 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 1149848 149130 202 659 14 1501651
Deposits, excl. repurchase agreements and Swedish National Debt Office 524706 184 926 128033 8962 846 627
Risk exposure amount 171258 81902 137164 18027 408 351
Full-time employees 3980 3476 1173 5959 14588
Allocated equity, average 55941 20836 22090 28889 127 756

1) For more information about the Credit impairment ratio see page 42 of the Factbook.

The operating segment report is based on Swedbank’s accounting policies, organisation
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 require-
ments based on the bank’s internal Capital Adequacy Assessment 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 allocated 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
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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 ownership
interests in the Baltic companies Swedbank AS (Estonia), Swedbank AS (Latvia) and Swed-
bank AB (Lithuania) are also reported in Baltic Banking in the form of financing 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 by the parent bank in Sweden, branch offices in
Norway, Finland, the US and China, and through the trading and capital market operations

NOTES, GROUP

in subsidiary banks 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,
Accounting & Finance (including Group Treasury), CEO Office (including Corporate Affairs,
HR and Legal.), Risk, Compliance, The Group Executive Committee and Internal Audit are
also included in Group Functions. During 2017 Swedbank’s operating segments were
changed slightly to coincide with the organisational changes made in Swedbank’s
business area organisation. Comparative figures have been restated. Figures for 2016
have also been restated due to the changed presentation of the compensation to the
Savings banks. For more information see Note 2 and Note 57.

Swedish Baltic corporalfe‘rsg; Group Functions

2016 Banking Banking Institutions & Other  Eliminations Total
Income statement
Net interest income 13969 3994 3334 1554 -1 22 850
Net commissions 6932 2074 2336 -41 32 11333
Net gains and losses on financial items at fair value 306 220 2068 -363 2231
Share of the profit or loss of associates 815 1652 2 467
Other income 583 520 77 921 -161 1940
Total income 22 605 6808 7 815 3723 -130 40821

of which internal income 101 -3 54 652 -804
Staff costs 3106 828 1466 3349 8749
Variable staff costs 136 64 230 197 627
Other expenses 5523 1546 1757 -3074 -130 5622
Depreciation/amortisation 97 113 73 346 629
Total expenses 8862 2551 3526 818 -130 15627
Profit before impairments 13743 4257 4289 2905 25194
Impairment of intangible assets 35 35
Impairment of tangible assets 21 8 2 31
Credit impairments -51 -35 1482 -29 1367
Operating profit 13794 4271 2764 2932 23761
Tax expense 2959 586 449 215 4209
Profit for the year 10835 3685 2315 2717 19552
Profit for the year attributable to the
shareholders of Swedbank AB 10822 3685 2315 2717 19539
Non-controlling interests 13 13
Balance sheet
Cash and balances with central banks 2720 2262 116 365 121347
Loans to credit institutions 5081 42973 194 488 -210 345 32197
Loans to the public 1134712 140250 228243 4042 1507 247
Interest-bearing securities 251 1306 33759 151 660 -4 904 182072
Financial assets for which customers bear inv. risk 156 357 3757 160114
Investments in associates 3650 3669 7319
Derivatives 26 96 685 34 465 -43 365 87811
Tangible and intangible assets 2293 11040 391 2419 16143
Other assets 3818 36293 32599 504 336 -537 093 39953
Total assets 1306162 195 392 436 912 1011 444 -795707 2154203
Amounts owed to credit institutions 24057 164017 90183 -206 426 71831
Deposits and borrowings from the public 500023 170972 127374 -5445 792 924
Debt securities in issue 311 17 868 831025 -7531 841673
Financial liabilities for which customers bear inv. risk 157 154 3897 161051
Derivatives 6 102971 25845 -43 233 85 589
Other liabilities 571937 5004 497 -533072 44 366
Subordinated liabilities 27 254 27 254
Total liabilities 1253177 175180 417 234 974804  -795707 2 024688
Allocated equity 52985 20212 19678 36 640 129515
Total liabilities and equity 1306 162 195 392 436912 1011444  -795707 2154203
Key figures
Return on allocated equity, total operations, % 20.5 18.0 119 8.9 158
Cost/income ratio 0.39 0.37 0.45 0.22 0.38
Credit impairment ratio, %* 0.00 -0.03 0.59 -0.13 0.09
Loans/deposits 229 83 148 186
Loans, excl. repurchase agreements and Swedish National Debt Office 1134753 140250 178305 1453308
Deposits, excl. repurchase agreements and Swedish National Debt Office 495 758 169992 116281 782031
Risk exposure amount 182374 79400 111883 20479 394136
Full-time employees 4090 3642 1218 5111 14061
Allocated equity, average 52837 20441 19527 30497 123302

1) For more information about the Credit impairment ratio see page 42 of the Factbook.
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Savings & Payments & Trading &
2017 Financing Investments Cards Capital markets Other Total
Net interest income 21567 86 1471 59 1412 24 595
Net commissions 1042 5236 4545 815 392 12030
Net gains and losses on financial items at fair value 2 147 13 2043 -271 1934
Share of the profit or loss of associates 586 385 971
Other income 48 1063 224 21 1552 2908
Total income 22 659 6532 6839 2938 3470 42 438

Savings & Payments & Trading &
2016 Financing Investments Cards Capital markets Other Total
Net interest income 19604 320 1379 19 1528 22850
Net commissions 1030 4737 4159 773 634 11333
Net gains and losses on financial items at fair value 10 22 9 2528 -338 2231
Share of the profit or loss of associates 534 1933 2467
Other income 49 867 209 19 796 1940
Total income 20693 5946 6290 3339 4553 40821

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 2017 Swedbank’s products structure was changed slightly. Comparative figures have been restated. Figures for 2016 have also been restated due to
the changed presentation of the compensation to the Savings banks. For more information see Note 2 and Note 57.

(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
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(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. The Swedish figures for 2016 have been restated due to the changed presentation of the compensation to the Savings banks. For more informa-

tion see Note 2 and Note 57.

2017 Sweden Estonia Latvia Lithuania Norway USA Other  Eliminations Total
Income statement
Net interest income 18941 1994 1064 1161 941 166 324 4 24595
Net commissions 8918 821 822 837 391 37 189 15 12030
Net gains and losses on financial items at fair value 1174 132 97 103 421 7 1934
Share of the profit or loss of associates 593 2 298 78 971
Other income 2667 789 102 234 22 2 2 -910 2908
Total income 32293 3738 2085 2335 2073 205 600 -891 42 438
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 13068 1394 851 1076 624 33 259 -890 16 415
Profit before impairments 19 225 2344 1234 1259 1449 172 341 -1 26 023
Impairment of intangible fixed assets 175 175
Impairment of tangible fixed assets 19 2 21
Credit impairments 522 -32 -21 -45 856 6 -1 1285
Operating profit 18528 2376 1236 1302 593 166 342 -1 24542
Tax expense 4096 426 177 190 201 11 77 5178
of which current tax 4140 252 180 205 157 42 78 5054
of which paid tax 2760 257 210 150 277 3 83 3740
Profit for the period 14432 1950 1059 1112 392 155 265 -1 19364
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
Balance sheet
Cash and balances with central banks 89 463 21957 16475 25818 4284 40123 2251 200371
Loans to credit institutions 27 357 1957 1368 2687 2850 35595 2366 -43434 30746
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 40646
Total assets 1838411 108201 54412 80 444 78357 79884 22211 -49284 2212636
Amounts owed to credit institutions 61537 1819 231 28 49589 8034 17134 -70317 68055
Deposits and borrowings from the public 650892 77583 43209 68004 4855 8706 3203 -843 855609
Debt securities in issue 781626 11 62 567 844 204
Financial liabilities for which customers bear inv. risk 176 657 4467 181124
Derivatives 38146 147 65 104 12 240 597 -5099 46 200
Other liabilities 76 15116 5520 5324 5519 23 11 26975 58 564
Subordinated liabilities 25508 25508
Total liabilities 1734442 99143 49 025 73 460 72203 79330 20945 -49 284 2079 264
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
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2016 Sweden Estonia Latvia Lithuania Norway USA Other Eliminations Total
Income statement
Net interest income 17 500 1871 1075 1031 812 242 318 1 22850
Net commissions 8498 771 715 709 416 43 178 3 11333
Net gains and losses on financial items at fair value 1684 142 89 78 242 3 -7 2231
Share of the profit or loss of associates 2212 255 2467
Other income 1613 670 72 147 2 2 78 -644 1940
Total income 31507 3454 1951 1965 1727 290 567 -640 40821
Staff costs 6692 694 380 471 333 47 132 8749
Variable staff costs 444 47 30 31 63 3 9 627
Other expenses 4712 464 323 348 311 -4 108 -640 5622
Depreciation/amortisation 425 88 52 47 15 2 629
Total expenses 12273 1293 785 897 722 46 251 -640 15627
Profit before impairments 19234 2161 1166 1068 1005 244 316 25194
Impairment of intangible fixed assets 35 35
Impairment of tangible fixed assets 2 12 7 8 2 31
Credit impairments 76 54 -10 -76 1352 1 -30 1367
Operating profit 19123 2105 1164 1137 -355 243 344 23761
Tax expense 3739 251 172 166 -137 -42 60 4209
of which current tax 3507 238 160 152 -134 59 54 4036
of which paid tax 2098 228 217 146 15 66 2770
Profit for the period 15384 1854 992 971 -218 285 284 19552
Profit for the year attributable to
the shareholders of Swedbank AB 15371 1854 992 971 -218 285 284 19539
Non-controlling interests 13 13

Balance sheet

Cash and balances with central banks 18361 21951 13828 21305 582 17311 28009 121 347
Loans to credit institutions 20086 1696 962 525 3252 38478 2255 -35057 32197
Loans to the public 1308627 65250 31016 44042 41753 775 16 409 -625 1507 247
Interest-bearing securities 158359 4430 3537 2884 8788 3623 451 182072
Financial assets for which customers bear inv. risk 156 556 3558 160114
Investments in associates 6322 8 989 7319
Derivatives 73820 208 98 134 18854 13 -5316 87811
Tangible and intangible fixed assets 3547 4333 2681 4215 1365 2 16143
Other assets 35333 1116 428 545 1630 65 946 -110 39953
Total assets 1781011 102550 52550 73650 77213 60252 48085 -41108 2154203
Amounts owed to credit institutions 25720 1175 162 66 45353 3432 43784 -47 861 71831
Deposits and borrowings from the public 608 328 74617 42126 61851 3382 339 2720 -439 792 924
Debt securities in issue 785749 11 40 98 55775 841673
Financial liabilities for which customers bear inv. risk 157155 3896 161051
Derivatives 75661 269 64 110 15663 109 -6 287 85589
Other liabilities 9 14044 4808 4778 6752 282 214 13479 44 366
Subordinated liabilities 27 254 27 254
Total liabilities 1679876 94012 47160 66845 71248 59828 46827 -41108 2024688
Allocated equity 101135 8538 5390 6805 58965 424 1258 129515
Total liabilities and equity 1781011 102550 52550 73650 77213 60252 48085 -41108 2154203
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2017 2016
Interest Average an- Interest Average an-
Average income/  nual interest Average income/  nualinterest
balance expense rate, % balance expense rate, %
Loans to credit institutions 38206 60 0.16 89523 64 0.07
Loans to the public 1532472 30022 1.96 1497557 30031 2.01
Interest-bearing securities 172551 182 011 161071 651 040
Total interest-bearing assets 1743229 30264 1.74 1748151 30746 1.76
Derivatives 75474 1026 95730 1093
Other assets 603 728 1241 530049 764
Total assets 2422431 32531 1.34 2373930 32603 1.37
deduction of trading interests reported in net gains and losses on
financial items at fair value 343 1232
Interest income, including negative yield on financial assets,
according to income statement 32188 31371
Amounts owed to credit institutions 138757 821 0.59 154798 269 0.17
Deposits and borrowings from the public 907 184 1281 0.14 907 906 1100 0.12
of which deposit guarantee fees 442 466
Debt securities in issue 910780 12095 133 876 536 13013 1.48
of which commissions for funding with state guarantee
Subordinated liabilities 29026 1193 411 23567 977 4.15
Total Interest-bearing liabilities 1985 747 15390 0.78 1962807 15359 0.78
Derivatives 66422 -9334 80177 -7638
Other liabilities 242 505 1225 207 461 689
of which government resolution fund fee 1205 646
Total liabilities 2294674 7281 0.32 2250445 8410 0.37
Equity 127 757 123 485
Total liabilities and equity 2422431 7 281 0.30 2373930 8410 0.35
deduction of trading interests reported in net gains and losses on
financial items at fair value -312 -111
Interest expenses, including negative yield on financial liabilities,
according to income statement 7 593 8521
Net interest income 24595 22 850
Net interest margin before trading interest are deducted 1.04 1.02
Interest income impaired loans 110 95
Interest income on financial assets at amortised cost 28828 27 205
Interest expenses on financial liabilities at amortised cost 15276 14701

Net interest income rose 8 per cent to SEK 24 595m (22 850). The increase was mainly
due to higher lending volumes and margins on Swedish mortgages. The increase in the
resolution fund fee of SEK 559m had a negative effect on net interest income.
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2017 2016
Commission income 2017 2016
Payment processing 1772 1745 valuation category, measured at fair value through
Cards 5065 4715  profitorloss
Service concepts 807 522  Trading and derivatives
Asset management and custody 6240 5425  Sharesand share related derivatives 534 512
Life insurance 660 648 of which dividend 282 56
Securities 557 581 Interest-bearing instruments and
Corporate finance 137 277 interest related derivatives 436 1190
Lending 938 082 Other financial instruments -2 -295
Guarantee 231 215 Total 968 1407
Deposits 200 131  Designated
Real estate brokerage 198 226 Shares 36 433
Non-life insurance 80 69 of which dividend 1 11
Other commission income 481 475  Loans to the public -1028 -1494
Total 17 366 16 011 Financial liabilities 264 200
Total -729 -861
2017 2016 Hedge accounting at fair value
Commission expenses Ineffective part in hedge accounting at fair value
Payment processing -1078 -1002  Hedging instruments -5188 -812
Cards -2115 -1883  Hedged item 5280 752
Service concepts -70 -15  Total 92 -60
Asset management and custody ~1368 -1180 Ineffective part in portfolio hedge accounting
Life insurance -189 -176 at fair value
Securities -279 =211 Hedging instruments 660 -465
Lending and guarantees -60 -73 Hedged item -694 473
Non-life insurance -23 -14 Total -34 8
Other commission expenses -154 -124  Financial liabilities at amortised cost -385 -414
Total -5336 -4678  Loan receivables at amortised cost 112 142
Trading related interest
—— 2017 2016 Interest income 343 1232
Net commission income Interest expense 312 111
Payment processing 694 743 Total trading related interest 655 1343
Cards 2950 283e Change in exchange rates 1255 666
Service concepts 737 507 Total 1934 2231
Asset management and custody 4872 4245
Life inlslurance 471 472 Distribution by business purpose
Securities - S 370 Financial instruments for trading related business 2710 2694
Corporate finance 137 77 Financial instruments intended to be held until
Lending 878 905 contractual maturity -776 -463
Guarantee 231 215 Total 1934 2231
Deposits 200 131
Real estate brokerage 198 226 Net gains and losses on financial items at fair value fell to SEK 1 934m (2 231), mainly
Non-life insurance 57 55 ggclaeuse of the positive effect of the Visa Europe sale on Group Treasury’s result in
Other commission income 327 351
Total 12030 11333

Net commission income rose 6 per cent to SEK 12 030m (11 333) mainly due to
increased asset management income as a result of a bullish stock market. Increased
card income also contributed positively, while lower commissions from corporate
finance and securities trading had a negative effect. The acquisition of PayEx positively
affected net commission income by SEK 143m.
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2017 2016 2017 2016
Insurance premiums Profit from sale of subsidiaries and associates 686
Life insurance 1834 1531 Income from real estate operations 17 14
of which loan protection 223 198 Profit from sale of condominiums 8 36
of which other 1611 1332 Sold inventories 69 32
Non-life insurance 766 606 of which revenues 383 348
Total 2600 2137 of which carrying amount -314 -316
IT services 894 796
2017 2016 Other operating income 298 309
Insurance provisions Total 1971 1186
Life insurance -1137 -978
of which loan protection -98 -80 During 2017 the <h i th ted ’ AB d eivi
of which other _1039 _898 caupriltnagl ot ST.EZ Bai;%sr: e associated company Hemne was sold giving a
Non-life insurance -526 -405
Total -1663 -1383
2017 2016
Net insurance
Life insurance 697 553
of which loan protection 125 119
of which other 572 434
Non-life insurance 240 201
Total 937 754
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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.

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.

Total staff costs 2017 2016 Variable Compensation Programme 2013-2017 2017 2016
Salaries and Board fees 5951 5840 Programme 2013
Compensation through shares in Swedbank AB 314 377 Recognised expense for compensation that is settled with
Social insurance charges 2028 1933  sharesinSwedbank AB 11 26
Pension costst 947 783 Recognised expense for social insurance charges related
to the share settled compensation 7 -33
Training costs 121 117 P € sharé 2014 p !
rogramm
Other staff costs 584 326 ] o8 a' de ‘ on that i led with
ecognised expense for compensation that is settled wit
Total Zeke 9376 shares in Swedbank AB 78 95
of which variable staff costs 460 627 ; o
: Recognised expense for social insurance charges related
of which personnel redundancy costs 255 41 to the share settled compensation 20 55
1) The Group’s pension cost for the year is specified in note G38. Programme 2015
Recognised expense for compensation that is settled with
shares in Swedbank AB 50 119
2 VARIABLE COMPENSATION : .
) ) Recognised expense for social insurance charges related
Swedbank currently has four share-based variable compensation programmes: .
to the share settled compensation 14 48
Programme 2014, Programme 2015, Programme 2016 and Programme 2017.1n 2017
shares associated with Programme 2013 were transferred. Programme 2016
Recognised expense for compensation that is settled with
2.1 Programme 2017 shares in Swedbank AB 69 63
Programme 2017 consists of three parts: a general programme (Eken), an individual Recognised expense for social insurance charges related
programme and an individual programme (IP) for employees in asset management to the share settled compensation 15 24
(IPAM). Ekgn covers Ithe majority of employees in the Group and consist; of share—pased Recognised expense for cash settled compensation 8 3
compensation that is deferred for 3 years (5 years for the Group Executive Committee). = i<ed f m head \ated
IP covers approx. 650 participants and consists of equal parts share-based and cash ﬁcogn:e elxpdense or paylro overhead costs related to 18 5
compensation. At least 40 per cent of the variable compensation is deferred for 3 years. the cash settled compensation
IPAM covers around 60 employees and consists of half fund unit-based compensa- Programme 2017
tion and half cash compensation. At least 40 per cent of the variable compensation is Recognised expense for compensation that is settled with
deferred for 3-5 years. shares in Swedbank AB 99 75
Furtlher mforrnatllon on Prograrnlmel2017 gs well as Programmes 2914}-2016 carj be Recognised expense for social insurance charges related
fo.unq in Swedbank's Factboaok, whu:h is pubhshed on the bz.ank s website in connecngn to the share settled compensation 20 17
with its quarterly reports as well as in the detailed agenda items that serve as a basis
for resolutions by the AGM. Recognised expense for cash settled compensation 44 94
Recognised expense for fund compensation 8
2.2 Reporting of sharg—bgsed con‘,pensatmn . Recognised expense for payroll overhead costs related to
Share-based cqmpensanon is alloted in the form of so-cglled performance rights the cash settled compensation and fund shares 15 35
(future shares in Swedbank) and accrued over the duration of each programme. | ised
Delivery of shares is conditional on continued employment. Total recognised expense 460 627
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. Number of performance rights that establish the recognised
A L N X share based expense, millions 2017 2016
During the initial performance year the compensation is expressed and measured in - — -
the form of a monetary value corresponding to the performance amount. Thereafter, Outstanding at the beginning of the period 9 13
the compensation is expressed in terms of the number of performance rights until the Allotted 1 2
delivery date. Forfeited 0 1
Performance rights for each programme are valued in the accounts based on the Excercised 3 5
estimated price of shares in Swedbank on the valuation date i.e. the date when the 0 p h dof th iod = P
company and the counterparty agree to the contractual terms and conditions in each utst'an ing at the end of t e' perio
programme. Each performance right entitles its holder to one share in Swedbank Exercisable at the end of the period 0 0
plus compensation for any dividends distributed that the performance rights did not Weighted average fair value per performance right at
qualify for during the programme’s duration. The reported cost of each programme can measurement date, SEK 184 151
change during the period untill the delivery qate if the performance amoupt changes Weighted average remaining contractual life, months 11 9
or because the performance rights are forfeited. The reported cost excluding social - - ; ;
. ) Weighted average exercise price per performance right,
insurance charges does not change when the market value of the performance rights SEK 0 0

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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2017 2016

Birgitte Bonnesen was appomteq as CEO gn 9 February 2Q16. B|rg|t.te Bonnesgn s Fixed compensation, salary 65 65
employment terms do not contain any variable compensation. Her fixed salary is SEK
13 650 thousand. Variable compensation, cash

Birgitte Bonnesen'’s ordinary retirement age is 65 and she receives a premium Variable compensation, share based 5
equivalent to 35 per cent of her salary for pension insurance. . The maximum pension- Other compensation/benefits! 9
able salary is determmed fo ,SEK 13 million. L ) Compensation at terminated contract? 15

If the employment is terminated by Swedbank, Birgitte Bonnesen receives 75 per
cent of her salary during a 12-month term of notice and in addition here to severance Total 79 99
pay equivalent to 75 per cent of her salary during 12 months, A deduction against sal- Pension cost, excluding payroll tax 20 22
ary and severance pay is made for income earned from new employment. Number of performance rights share based compensation

If Birgitte Bonnesen resigns, the term of notice is six months and no severance pay used for the annual cost 24391 31839
is paid. Total number of allotted performance rights share based
SEK Thousands 2017 2016 compensation 94788 115491
Birgitte Bonnessen No. of persons as of 31 December 18 15
Fixed compensation, salary 13433 11409
Other compensation/benefits 673 653 1) Includes holiday pay, employee loan interest benefit, share benefit, lunch subsidy,
Total 14106 12 062 health care insurance benefit, telephone and fund discount.
Pension cost, excluding payroll tax 4550 3887 2) Includes salary during term of notice, severance pay, pension costs and benefits,

Michael Wolf was CEO until the beginning of February 2016. After his employment
was terminated by Swedbank, Michael Wolf received 75 per cent of his salary during a
12-month term of notice. Subsequently he receives severance pay equivalent to 75 per
cent of his salary during a period of 12 months. A deduction against severance pay is
made for income earned from new employment.

SEK Thousands 2017 2016
Michael Wolf

Fixed compensation, salary 1393
Other compensation/benefits 15
Termination compensation 23054
Total 24 462
Pension cost, excluding payroll tax 488

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
three other senior executives.

A total of 18 individuals were members of the Group Executive Committee at the
end of the year: Aet Altroff, Girts Bérzins, Elisabeth Beskow, Mikael Bjdrknert, Lars-Erik
Danielsson, Anders Ekedahl, Bjorn Elfstrand, Charlotte Elsnitz, Ragnar Gustavii, Cecilia
Hernqvist, Anders Karlsson, Leif Karlsson, Ola Laurin, Lars Ljungadlv, Lotta Lovén, Helo
Meigas, Christer Tragdrdh and Carina Strand. Fifteen of them were active as other
senior executives throughout the entire year: Aet Altroff, Girts Bérzins, Elisabeth
Beskow, Mikael Bjérknert, Lars-Erik Danielsson, Anders Ekedahl, Bjérn Elfstrand, Cecilia
Hernqvist, Anders Karlsson, Leif Karlsson, Ola Laurin, Lars Ljungdlv, Lotta Lovén, Helo
Meigas and Christer Tragardh. Four were active as senior executives during part of the
year: Charlotte Elsnitz, Ragnar Gustavii, Priit Perens and Carina Strand.

if any.

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
a complement to the national 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 as of 1 February 2013. The pensionable salary is
capped at 30 income base amounts (the income base amount for 2017 was SEK 61
500).

In a defined benefit pension the employer promises a future pension, often expressed
as a percentage of salary. In a defined contribution pension the employer allocates a
specific percentage of the employee’s salary to a premium.

Twelve senior executives are eligible for BTP2 and two senior executives are eligible
for BTPL. 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
10 persons 12 months 12 months 6 months
5 persons 12 months 6 months 6 months
1 person 6 months 12 months 6 months
1 person 3 months 12 months 1 month
1 person 1 month 6 months 1 month

Conditions within the framework of the contractual terms:

« In case of termination, salary and benefits are paid during the term of notice

« In case of termination by Swedbank, severance 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.
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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 2017 to the
AGM 2018. 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 indi-
cated below. The Group does not have any pension entitlements for Board members.

2017 2016

Compensation to the Board of Directors, corresponds to the annual fees up to the AGM 2017 Committee Committee

SEK thousands Board fees work Total Board fees work Total
Lars Idermark, Chair 2460 325 2785 2430 315 2745
Ulrika Francke, Deputy Chair 825 550 1375 815 530 1345
Bodil Eriksson, Director 550 100 650 525 100 625
Mats Granryd, Director 550 225 775

Géran Hedman, Director 525 290 815
Bo Johansson, Director 550 225 775

Peter Norman, Director 550 450 1000 525 430 955
Annika Poutiainen, Director 550 225 775

Pia Rudengren, Director 525 215 740
Karl-Henrik Sundstrém, Director 525 215 740
Siv Svensson, Director 550 350 900 525 290 815
Magnus Uggla, Director 550 400 950

Summa 7 135 2850 9985 6395 2385 8780

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 2017 and 2016.

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.

SEK thousands 2017 2016 2017 2016
Within framework of Board fees set by the Board Cost for the year related to pensions and similar benefits 45 40
Lars Idermark 2775 2037 No. of persons 65 57
Anders Sundstrém 797 Granted loans 416 364
Total 2775 2834 No. of persons 150 140

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 2017 and 2016 for the Board of
Directors, CEO and others in the Group Executive Committee. The costs exclude social
insurance charges and payroll taxes.

Pension obligations for former CEOs and Vice Presidents have been funded through
insurance and pension foundations. The latter’s obligations amounted to SEK 341m
(347). 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.

8 SUMMARY - COMPENSATION TO BOARDS OF DIRECTORS AND EQUIVALENT
SENIOR EXECUTIVES IN THE ENTIRE GROUP

2017 2016
Short-term employee benefits o8 100 Shovlvn here are thel salaries ar?d other cgmpelnsanon for Boards of Dlrectors, CEQs, Vice
- - Presidents and equivalent senior executives in the Group. This group includes current
Post employment benefits, pension costs 25 26 employaes. Fees to CEOs and other senior executives for internal board duties are
Termination benefits, severance pay 38 deducted against their salaries, unless otherwise agreed. The costs exclude social
Share-based payments 5 6 insurance charges and payroll taxes.
Total 128 170
Granted loans 84 89
2017 2016
Boards of Directors, CEOs, Boards of Directors, CEOs,
Vice Presidents and Other All Vice Presidents and Other All
equivalent senior executives employees  employees equivalent senior executives employees  employees
Salaries and Salaries and
Variable variable Variable variable
Number of Salariesand compensa-  compensa- Number of Salariesand compensa- compensa-
Country persons  Board fees tion tion Total persons  Board fees tion tion Total
Sweden 75 121 4458 4579 66 122 10 4424 4556
Estonia 35 23 g 565 591 28 19 520 542
Latvia 15 11 2 313 326 16 10 2 304 316
Lithuania 20 18 5 398 421 20 15 2 350 367
Norway 1 2 213 215 289 289
USA 1 5 30 35 39 39
Other countries 3 95 99 2 2 106 108
Total 150 184 10 6071 6 265 132 168 17 6032 6217
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9 KEY RATIOS

Average number of employees based on 1 585 hours

per employee 2017 2016 Parental leave women/men, % 2017 2016
Sweden 7407 8143 Sweden 73/27 74/26
Estonia 2626 2580 Estonia 99/1 99/1
Latvia 1749 1764 Latvia 99/1 100/0
Lithuania 2430 2359 Lithuania 99/1 99/1
Norway 178 239
USA 21 20
Other countries 126 127 2007 2016
Total 14536 15232 Gender distribution by country, % Female Male Female Male
Number of hours worked (thousands) 23040 24 141 Sweden =0 44 26 44
Number of Group employees at year-end excluding long- EStDT“a e ) /6 c4
term absentees in relation to hours worked expressed as Latvia 77 23 77 23
full-time positions 14588 14061 Lithuania 72 28 74 26
Norway 32 68 28 72
Employee turnover excluding retired staff, % 2017 2016 USA el s 20 80
Swedish Banking 7.0 c6 Other countries 54 46 55 45
Large Corporates & Institutions 8.2 6.1
Baltic Banking 126 133 2017 2016
Group Functions 7.7 6.9 Gender distribution for all employees,
Group Executive Committee and Boards
Total 8.8 8.2 of Directors, % Female Male Female Male
All employees 64 36 64 36
Employee turnover including retired staff, % 2017 2016  Swedbank's Board of Directors 45 55 50 50
Swedish Banking 98 9.2 Group Executive Committee incl. CEO 42 58 31 69
Large Corporates & Institutions 10.9 71  Group Executive Committee and their
Baltic Banking 126 133 respective management teams 41 59 32 68
- Boards of Directors in the entire Group
Group Functions 50 82 incl. subsidiaries 46 54 45 55
Total L) 93 Senior executives in the entire Group
. . . incl. subsidiaries 41 59 41 59
Employee turnover is calculated as the number of employees who terminated their
employment during the year divided by the number of employees as of 31December of
the previous year. 2017 2016
Gender distribution, management posi-
Other key ratios 2017 2016 tions by country, % Female Male Female Male
Average number of employees 14536 15231  Management positions, total* 53 47 52 48
Number of employees at year-end 15108 15060  Management positions, Sweden 46 54 44 56
Number of full-time positions 14588 14061  Management positions, Estonia 67 33 63 37
Management positions, Latvia 71 29 70 30
Management positions, Lithuania 52 48 54 46
Sick leave, % 2017 2016 1) Applicable for Swedbank's home markets: Sweden, Estonia, Latvia and Lithuania.
Sick leave Sweden 3.6 3.6
Sick leave Estonia 15 11
Sick leave Latvia 2.3 2.2
Sick leave Lithuania 16 1.8
Long-term healthy employees, %* 70.6 71.0

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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2017 2016 Credit impairments 2017 2016
Expenses for premises 16 Provisions for loans that individually are
Rents, etc. 1136 1131 assessed as impaired
IT expenses 1963 1g34  Provisions 967 1444
Telecommunications, postage 133 118 Reversal of previous provisions -267 -455
Consulting 326 314 Provision for homogenous groups of impaired loans, net 4 -69
Compensation to savings banks 223 236 Total s, 920
Other purchased services 777 708 Portfolio provisit_)ns fer loans that individually are
Travel e 6 no-t assessed as impaired -40 97
- Write-offs

Ent'ertammc?nt >3 51 Established losses 801 1214
Office S.U.DD|IES - - - % 103 Utilisation of previous provisions -431 -850
Adver.t|5|ng. public relations, marketing 306 285 Recoveries = 253
Security transports, alarm systems 71 72 Total 29 111
Maintenance 115 111 I - - P

Credit impairments for contingent liabilities and
Other administrative expenses 332 302 other credit risk exposures 502 239
Other operating expenses 86 131 Creditimpairments 1285 1367
Total 5870 5622

Credit impairments by valuation category
Remuneration to auditors 2017 2016 Loans and receivables 801 1210
:ﬁ'lz‘:;eﬁ"g'::r"a;‘;ae';‘:ii:‘;SD“-;'IEOC;:S by Fair value through profit or loss 484 157
Statutory audit 35 3 Jotal S b 1367
Other audit 7 6
Other 1 5 Credit impairments by borrower category
Remuneration to other auditors elected by Credit institutions = 2
Annual General Meeting General public 1287 1365
Statutory audit 1 1 Total 1285 1367
Total 43 43
Internal Audit, not Deloitte 69 65

Tax expense 2017 2016

Tax related to previous years -8 -125

Current tax 5054 4036
Depreciation/amortisation 2017 2016 Deferred tax 132 258
Equipment 287 2gs  Total 2E0E) 4209
Owner-occupied properties 37 35
Intangible fixed assets 276 309
Total 600 629
Impairments 2017 2016
Properties measured as inventory 20 31
Repossessed leasing assets 1
Total 21 31
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The difference between the Group’s tax expense and the tax expense based on current tax rates is explained below:

2017 2016

SEKm per cent SEKm per cent
Results 5178 211 4209 17.7
22.0% of pre-tax profit 5399 22.0 5227 22.0
Difference 221 09 1018 4.3
The difference consists of the following items:
Tax previous years 8 125 0.5
Tax -exempt income/non-deductible expenses -171 -0.7 307 13
Tax-exempt capital gains and appreciation in value of shares and participating interest 1 102 04
Other tax basis in insurance operations 142 06 122 05
Deviating tax rates in other countries 243 10 381 16
Other, net -2 -19
Total 221 0.9 1018 4.3

The 2017 tax expense corresponds to an effective tax rate of 21.1 per cent (17.7). The Group recognizes tax on all profits in Estonia earned since 2017 and which will be taxed
when they are distributed as dividends, when these might be distributed to the parent company Swedbank AB. The change resulted in an increased effective tax rate of 0.6.

2017
Other com-

Income prehensive Business Exchange rate Closing
Deferred tax assets Opening balance statement income combination Equity differences 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 3 372
Total 2438 142 -585 153 31 3 2182
Deferred tax in associates -9 -14
Total 133 -599
Deferred tax related to the hedging of net investments in foreign operations and cash The unrecognised portion of deferred tax assets amounted to SEK 5m (11). The

flow hedging is recognised directly in other comprehensive income, since the change in 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.

income. Deferred tax related to untaxed reserves in associates is included on the bal-

ance sheet line Investments in associates.
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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 32 32
2019 26 26
2020 13 13
Without maturity 745 670 6 40 29
Total 816 71 670 6 40 29
As aresult of new tax, legislation in Latvia, previous unused tax losses without matu- only to the extent such profits are probable. The Group expects that about 46 per cent
rity dates have obtained maturity dates. When the Group determines the deferred tax (56) of the taxable losses that serve as the basis for recognised deferred tax assets will
assets it will recognise, it forecasts future taxable profits that can be utilised against be utilised before the end of 2020 i.e. within the framework of the Group’s three-year
tax loss carryforwards or other future tax credits. Deferred tax assets are recognised financial plan. The losses for which deferred tax assets are recognised derive from the
Group's home markets.
2016
Other com-
Income prehensive Exchange rate Closing
Deferred tax assets Opening balance statement income Equity differences balance
Deductible temporary differences
Provision for credit impairments 20 -21 1
Other 73 -41 9 41
Share-based payment 8 -3 5
Unused tax losses 123 -3 5 125
Unrecognised deferred tax assets -32 21 -11
Total 192 -44 -3 15 160
Deferred tax liabilities
Taxable temporary differences
Untaxed reserves 2439 41 2480
Hedge of net investment in foreign operations 50 1 -263 -212
Provision for pensions 203 93 -684 -388
Cash flow hedges 35 13 17 65
Intangible fixed assets 263 52 315
Share-based payment -67 13 -54
Other 148 48 36 232
Total 3071 248 -930 13 36 2438
Deferred tax in associates 6 -16
Total 254 -946
Unused tax losses and unused tax credits according to tax calculation
Deduction for which
Total Deduction for which deferred deferred tax is not
deduction tax is recognised recognised
Maturity Latvia Lithuania
Without maturity 833 111 632 90
Total 833 111 632 90
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Earnings per share are calculated by dividing profit for the year, after adjustments, at- for these shares from an accounting perspective. Grant date refers here to the date
tributable to holders of ordinary shares in the parent company by a weighted average when the parties agreed to the terms and conditions of the programmes. The grant
number of ordinary shares outstanding. Earnings per share after dilution is calculated dates from an accounting perspective for Programme 2013 was 27 March 2013, for
by dividing profit for the year, after adjustments, attributable to holders of ordinary Programme 2014 the grant date was 19 March 2014, for Programme 2015 was 26
shares in the parent company by the average of the number of ordinary shares out- March 2015, for Programme 2016 was 5 April 2016 and for Programme 2017 it was
standing, adjusted for the dilution effect of potential shares. Swedbank's share-related 30 March 2017. The rights are treated as options in the calculation of earnings per
compensation programmes, Programme 2014, Programme 2015, Programme 2016 share after dilution.

and Programme 2017, give rise to potential ordinary shares from the grant date

2017 2016
Average number of shares
Weighted average number of shares before adjustments for shares acquired by associates, before dilution 1113223329 1110031401
Weighted average number of shares, before dilution 1113223329 1110031401
Weighted average number of shares for dilutive potential ordinary shares resulting from share-based compensation programme 5547 365 6271302
Weighted average number of shares, after dilution 1118770693 1116302703
Earnings per share
Profit for the year attributable to the shareholders of Swedbank AB 19350 19539
Profit for the year used for calculating earnings per share 19350 19539
Earnings per share total operations before dilution, SEK 17.38 17.60
Earnings per share total operations after dilution, SEK 17.30 17.50
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2017 2016

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 -1928 424 424 -3110 684 684
Share of other comprehensive income of associates -63 14 14 -76 17 17
Total -1991 438 0 438 -3186 701 0 701
Items that may be reclassified to the income statement
Exchange differences, foreign operations 1081 1641
Hedging of net investments in foreign operations -651 147 -3 144 -1337 262 31 293
Cash flow hedges -63 14 14 75 -16 -16
Share of other comprehensive income of associates -80 -0 126 -1 -1
Total 287 161 -3 158 505 245 31 276
Other comprehensive income -1704 599 -3 596 -2 681 946 31 977

Carrying amount Amortised cost Nominal amount
2017 2016 1/1/2016 2017 2016 1/1/2016 2017 2016 1/1/2016
Governments 80901 102138 70963 79 844 100833 70476 79106 99 895 67 945
Municipalities 4449 4585 3644 4412 4543 3656 4392 4514 3634
Other 553 848 1945 553 850 1944 550 844 1930
Total 85903 107 571 76 552 84 809 106 226 76 076 84 048 105253 73509

2017 2016 1/1/2016
Loans and advances 26934 23558 74971
Loans and advances, change in value due to hedge accounting at fair value 0 7 36
Repurchase agreements 511 852 1739
Cash collaterals 3301 7780 9672
Total 30 746 32197 86 418
2017 2016 1/1/2016
Subordinated loans
Associates 620 620
Other companies 50 53 48
Total 670 673 48

Swedbank Annual and Sustainability Report 2017




113

NOTES, GROUP

2017 2016 1/1/2016
Loans and advances 1481 284 1430887 1363909
Loans and advances, change in value due to hedge accounting at fair value 8 27 47
Repurchase agreements 25047 48860 34665
Leasing 27 601 24832 11209
Cash collaterals 1258 2641 4125
Total 1535198 1507 247 1413955
The maximum credit risk exposure for lending measured at fair value corresponds to the carrying amount
Finance lease agreements distributed by maturity
2017 <1lyr. 1-5yrs. > 5yrs. Total
Gross investment 8506 16 429 3890 28825
Unearned finance income 353 700 171 1224
Net investment 8153 15729 3719 27 601
Provisions for impaired claims related to minimum lease payments 16

The residual value of the leases in all cases are guaranteed by the lessees or third party. The lease income did not include any contingent rents.

Loans to the public and relates to vehicles, machinery, boats etc.

Finance leases are included in

2016 <lyr 1-5yrs. >5yrs. Total
Gross investment 7643 14 365 3979 25987
Unearned finance income 327 649 159 1135
Net investment 7316 13716 3820 24852
Provisions for impaired claims related to minimum lease payments 12
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Issued by other than public agencies Carrying amount Amortised cost Nominal amount

2017 2016 1/1/2016 2017 2016 1/1/2016 2017 2016 1/1/2016
Mortgage institutions 30141 34839 37576 30085 34756 37420 29288 33623 36 362
Banks 15259 22132 30427 15217 22020 30237 15092 21840 29956
Other financial companies 5343 8081 10140 5248 7951 9960 5192 7836 9780
Non-financial companies 8388 9449 10467 8366 9382 10153 8284 9284 10229
Total 59131 74501 88610 58916 74109 87770 57 856 72583 86 327

2017 2016 1/1/2016
Fund units 164 555 144 566 127055
Interest-bearing securities 3336 3104 14883
Shares 12429 12444 11504
Total 180 320 160114 153 442

Carrying amount Cost

2017 2016 1/1/2016 2017 2016 1/1/2016
Trading equities 18206 12093 8659 17 608 11426 8300
Trading fund shares 1256 11547 2232 1196 10973 2032
For protection of claims 3 17 27
Condominiums 2 9 47 2 7 45
Other 387 245 119 357 233 116
Total 19850 23897 11074 19164 22639 11120
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G27

2017 2016 1/1/2016
Fixed assets
Credit institutions — Associates 2736 2612 2530
Credit institutions — Joint Venture 2822 2622 2451
Other associates 799 2085 401
Total 6357 7319 5382
Opening balance 7319 5382 4924
Additions during the year 88 1654 18
Change in accumulated profit shares, total comprehensive income 605 682 567
Dividends received -1544 -399 -53
Disposals during the year -111 -74
Closing balance 6357 7 319 5382

2017
Associates

Corporate

Year’s share of asso-

Corporate identity, domicile identity number Number  Carrying amount Cost Share of capital, %  ciate’s pre-tax profit
Credit institutions

Sparbanken Skane, Lund 516401-0091 3670342 1203 1070 22.00 61
Sparbanken Rekarne AB, Eskilstuna 516401-9928 865 000 376 125 50.00 65
Swedbank Sjuhdrad AB, Bords 516401-9852 950 000 1073 288 47.50 142
Vimmerby Sparbank AB, Vimmerby 516401-0174 340 000 84 41 40.00 8
Total credit institutions 2736 1524 276
Other associates

Babs Paylink AB, Stockholm 556567-2200 4900 93 20 49.00 31
BGC Holding AB, Stockholm 556607-0933 29177 170 98 29.17 -12
Finansiell ID-Teknik BID AB, Stockholm 556630-4528 12735 23 24 28.30 1
Getswish AB 556913-7382 10000 19 21 20.00 2
Rosengard Invest AB, Malmd 556756-0528 5625 6 10 25.00 3
UC AB, Stockholm 556137-5113 2000 31 20.00 2
VISA Sweden, ek for, Stockholm 769619-6828 - 380 38.90 98
Owned by subsidiaries

Bankomat AB, Stockholm 556817-9716 150 66 66 20.00 4
AS Sertifitseerimiskeskus, Tallin 10747013 16 10 9 25.00 2
Other 1
Total other associates 798 248 132
Total associates 3534 1772 408

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 1 348m from VISA Sweden. Swedbank’s cumulative share of associates’ other comprehensive income for the year amounted
to SEK -41m (-57) and the share of the year’s total comprehensive income amounted to SEK 273m (1 828). As of 31 December 2017 Swedbank’s share of associates’ commitments

and contingent liabilities amounted to SEK 430m (1 129) and SEK 2 427m (2 385), respectively.

2017
Joint venture

Corporate

Year’s share of
joint venture’s

Corporate identity, domicile identity number Number  Carrying amount Cost Share of capital, % pre-tax profit
Credit institutions

EnterCard Group AB, Stockholm 556673-0585 3000 2823 420 50,00 563
Total joint ventures 2823 420 563
Total associates and joint ventures 6357 2192 971

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 133m (333) during the year. Condensed financial information for the EnterCard Group AB is shown below:

2017 2016
Loans to the public 24187 21573
Total assets 29308 26379
Amounts owed to credit institutions 22967 20388
Total liabilities 23675 21163
Net interest income 2591 2290
Total income 3031 2700
Total expenses 1394 1340
Credit impairments -513 -347
Operating profit 1124 1014
Tax expense -280 -258
Profit for the year 844 756
Total comprehensive income 667 709

All shares are unlisted.
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The Group trades in derivatives in the normal course of business and for the purpose of cash flows hedged by the swaps are disclosed below. Since the derivatives are recognised
hedging certain positions that are exposed to share price, interest rate, credit and currency as hedging instruments, the effective portion of the change in fair value is recognised in
risks. Interest rate swaps that hedge the interest rate risk component in loan portfolios other comprehensive income. Any ineffectiveness in hedge accounting is recognised in
orin certain debt securities in issue and subordinated liabilities are sometimes recognised net gains and losses on financial items at fair value. The carrying amount of derivatives

as hedging instruments in hedge accounting at fair value. The derivatives are recognised included in hedge accounting is reported separately below. The carrying amounts of all

at fair value with changes in value through profit or loss in the same manner as for other derivatives refer to fair value including accrued interest. The amounts offset for derivative
derivatives. In note G10 Net gains and losses on financial items at fair value, any inef- assets and derivative liabilities include cash collateral offsets of SEK 3 531m (2 482) and
fectiveness of the hedges is recognised as the change in value of the derivative together SEK 261m (614), respectively.

with the change in value of the hedged risk component. Currency swaps sometimes also
hedge projected future currency payments, so-called cash flow hedges. Future estimated

Nominal amount 2017

Remaining contractual maturity Nominal amount Positive fair value Negative fair value

<1lyr 1-5yrs. > 5yrs. 2017 2016 2017 2016 1/1/2016 2017 2016 1/1/2016
Derivatives in hedge ac-
counting
Fair value hedges, interest
rate swaps 47 915 398283 57874 504072 531489 10514 16676 18038 977 587 452
Portfolio fair value hedges,
interest rate swaps 36 500 191 230 13175 240905 171230 278 223 166 1392 2063 1601
Cash flow hedges, foreign
currency swaps 1729 7578 9307 9364 12 334 494 2303
Total 84 415 591 242 78627 754 284 712 083 10 804 16 899 18 204 2703 3144 4356

Non-hedging derivatives 5618013 4187422 858062 10663497 9614077 54 489 82749 81854 56381 96 150 79167

Gross amount 5702428 4778664 936689 11417781 10326160 65293 99648 100058 59084 99294 83523
Offset amount (reference

to note G46) -1745771 -1603820 -388745 -3738336 -3332268 -9613 -11837 -13951 -12884 -13705 -14842
Total 3956657 3174844 547944 7679445 6993892 55 680 87811 86107 46200 85 589 68 681

Non-hedging derivatives
Interest-related contracts

Options 203969 379957 128737 712663 477 372 616 1228 1361 1550 2288 2012
Forward contracts 2488 655 994013 3482668 3387207 376 580 1429 360 547 1613
Swaps 1563486 2439982 662146 4665614 3187717 28843 40537 45560 30418 42 469 49576
Other 54 54 4
Currency-related contracts
Options 59954 319 60273 74 486 316 632 859 338 749 971
Forward contracts 1069829 21134 12 1090975 1075620 7927 12501 8272 10126 15369 11320
Swaps 160875 335081 56 395 552 351 371106 7288 9794 21483 6651 9275 12 057
Other 3 3 38 1 4 1 4
Equity-related contracts
Options 42 952 15665 10772 69389 1018213 8684 17 266 2450 6528 25018 1067
Forward contracts 10448 10448 7733 190 68 81 96 64 160
Swaps 13534 496 14030 8762 124 16 132 198 246 142
Other 41 41 78
Credit-related contracts
Swaps 295 687 982 2002 30 14 37 25 15 65
Commodity-related
contracts
Options 1 1
Forward contracts 3918 88 4006 3739 95 112 185 91 109 179
Total 5618013 4187422 858062 10663497 9614077 54 489 82749 81854 56381 96 150 79167

Maturity distribution regarding future hedged cash flows in cash flow hedge accounting
<1lyr 1-3 yrs. 3-5yrs. 5-10yrs. >10 yrs.
Negative cash flows (liabilities) 15 405 1044 4119 3017

Future cash flows above, expressed in SEKm, are exposed to variability attributable to changed currency rates.
These future cash flows are hedged with derivatives, recognised as cash flow hedges, with opposite cash flows that eliminate the variability.
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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
Impairments, opening balance -2 055 -156 -321 -40 -2572
Impairments for the year -57 -96 -22 -175
Sales and disposals 22 22
Exchange rate differences -56 -56
Impairments, closing balance -2111 -213 -417 -40 -2781
Carrying amount 13100 161 471 2230 367 16 329

For intangible assets with a finite useful life, the amortisable amount is allocated systematically over the useful life. Systematic amortisation relates to both straight line and
increasing or decreasing amortisation. The original useful life is between 3 and 20 years.

Indefinite useful life Definite useful life
Internally developed
2016 Goodwill Customer base software Other Total
Cost, opening balance 13981 1789 1547 1479 18 796
Additions through business combinations 15 15
Additions through internal development 452 452
Additions through separate acquisitions 70 70
Sales and disposals -43 -51 -94
Exchange rate differences 482 32 22 536
Cost, closing balance 14 463 1793 1999 1520 19775
Amortisation, opening balance -1016 -631 -1 006 -2653
Amortisation for the year -78 -123 -108 -309
Sales and disposals 43 65 -18 90
Exchange rate differences -27 -25 -52
Amortisation, closing balance -1078 -689 -1157 -2924
Impairments, opening balance -1971 -156 -286 -40 -2453
Impairments for the year -35 -35
Exchange rate differences -84 -84
Impairments, closing balance -2 055 -156 -321 -40 -2572
Carrying amount 12 408 559 989 323 14279
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Carrying amount

Specification of intangible assets with indefinite useful life Acquisition year 2017 2016 1/1/2016
Goodwill
Swedbank Robur AB 1995 328 328 328
Foreningsbanken 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
Sweden 2955 2526 2526
of which banking operations 1547 1547 1547
of which other 1408 979 979
Swedbank AS 1999 1189 1158 1111
Swedbank AS 2000 12 12 11
Swedbank AS 2001 140 136 131
Swedbank AS 2005 8623 8395 8050
Baltic countries 9 964 9701 9303
of which allocated to:
Banking operations in Estonia 4170 4060 3894
Banking operations in Latvia 2147 2090 2005
Banking operations in Lithuania 3647 3551 3404
First Securities ASA 2005 181 181 181
Norway 181 181 181
Total 13100 12 408 12010
Value in use level are theoretically considered payable as dividends or will have to be contributed as

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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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 average REA growth Annual REA growth

% % % %

Cash-generating unit 2017 2016 2017 2016 2017 2016 2017 2016

2018-2020 2017-2019 2021-2048 2020-2048 2021--2048 2020-2048 2049- 2049-
Banking operations
Estonia 0.2 2.0 3.7-3.0 5.0-3.1 3.0 3.8 3.0 3.0
Latvia 1.7 4.0 3.6-3.0 50-3.1 3.2 4.2 3.0 3.0
Lithuania 2.0 59 45-23 4.9-3.1 3.7 4.2 3.0 3.0
Sweden 2.0 2.0 2.0 3.0 2.0 3.0 2.0 3.0

Annual average discount rate Average discount rate Annual average discount rate Average discount rate
% % % %

Cash-generating unit 2017 2016 2017 2016 2017 2016 2017 2016

2018-2020 2017-2019 2021-2048 2020-2048 2021-2048 2020-2048 2049- 2049-
Banking operations
Estonia 99 10.7 9.9-9.0 10.7-9.0 9.3 95 9.0 9.0
Latvia 10.5 114 10.5-9.0 114-9.0 9.6 98 9.0 9.0
Lithuania 105 114 10.4-9.0 114-90 96 98 9.0 9.0
Sweden 5.0 5.7 5.0 5.7-5.7 5.0 5.7 5.0 5.7
Sensitivity analysis, change in recoverable amount

Net asset including goodwill, Recoverable amount, Decrease in assumption of yearly Increase in discount rate by
carrying amount, SEKm EKm growth by 1 percentage point 1 percentage point

Cash-generating unit 2017 2016 2017 2016 2017 2016 2017 2016
Banking operations
Estonia 21143 19844 31334 27 380 -1513 -1815 -2354 -2602
Latvia 9625 8977 11317 12596 -193 -449 -674 -952
Lithuania 11137 10298 14 886 15751 -770 -1487 -1293 -2063
Sweden* 57 488 54450 74596 65143 -2120 -2 026 -10498 -8578

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 S 964m (9 701). Goodwill is tested for impairment
separately for each country. Essentially the same assumptions were used in the
impairment testing for 2017 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 2017-2019 was
approximately 13 per cent (13).

Other cash generating units, excluding banking operations

Other recognised goodwill totalled SEK 1 589m (1 160). 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

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
Impairments, opening balance -398 -398
Impairments for the year -21 -21
Sales and disposals 13 13
Exchange rate differences -2 -2
Impairments, closing balance -408 0 0 -408
Carrying amount 141 860 954 1955
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 linearlyin profit or loss over the useful life. Land has an
linearly in profit or loss over the useful life. There was no change in useful lives in 2017. indefinite useful life and is not depreciated. Estimated useful lives have been changed in
No indications of impairment were identified on the balance sheet date for equipment individual cases.

and owner-occupied properties. Individual structural components are deemed to have

Current assets Fixed assets
Owner-occupied
2016 Properties Equipment properties Total
Cost, opening balance 773 3137 1252 5162
Additions 77 442 7 526
Sales and disposals -202 -591 -5 -798
Exchange rate differences 7 30 52 89
Cost, closing balance 655 3018 1306 4979
Amortisation, opening balance -2 386 -422 -2 808
Amortisation for the year -285 -35 -320
Sales and disposals 450 4 454
Exchange rate differences -25 -18 -43
Amortisation, closing balance -2 246 -471 -2717
Impairments, opening balance -373 -373
Impairments for the year -31 -31
Sales and disposals 8 8
Exchange rate differences -2 -2
Impairments, closing balance -398 0 0 -398
Carrying amount 257 772 835 1864
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2017 2016 1/1/2016
Security settlement claims 9863 4659 11497 2017 2016 1/1/2016
Other financial assets® 4635 3408 3180 |pyestment contracts, unit-link 162938 142921 130403
Total 14499 8067 14677 |nvestment contracts, life 18186 18130 17718
1) Property taken over to protect claims amounted to SEK 80m (145) in the Group. Fund savings 9715
Total 181 124 161051 157836
| Prepaid expenses and accrued income
2017 2016 1/1/2016
Prepaid expenses and other accrued income 1607 1621 2598 2017 2016 1/1/2016
Accrued interest income 2353 2930 3764 Commercial Papers s 102225 107047
Total 3980 4551 6362 Covered bonds 512074 545594 537 840
Change in value due to hedge accounting
at fair value 7772 12700 12830
Senior unsecured bonds 158 060 164761 154076
G33 Change in value due to hedge accounting
at fair value 1475 1401 168
2017 2016 1/1/2016 Structured retail bonds 14847 14992 14574
Swedish banks 20379 23788 85574 Total 844 204 841673 826 535
Swedish credit institutions 2623 1216 1131
Foreign central banks 23199 22079 7704
Foreign banks 21229 23978 55045 G37
Foreign credit institutions 625 757 223
Swedish credit institutions, 2017 2016 1/1/2016
repurchased agreements 816 Shares >34 %6 546
Foreign banks, repurchase agreements 13 Interest-bearing securities 14225 11518 7945
Total 68 055 71831 150493 Total 14 459 11614 8191
of which own issued shares 199 33 77

2017 2016 1/1/2016
Deposits from Swedish public 640328 593784 548798
Deposits from foreign public 206 574 188248 194721
Funding 468
Deposits from Swedish public,
repurchase agreements 8707 10892 2798
Deposits from foreign public,
repurchase agreements 1485
Total 855609 792924 748271

The row Deposits from Swedish public includes deposits from Swedish National Debt Office
of SEK 275m (1).
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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-
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

Amount reported in balance sheet for defined

benefit pension plans 2017 2016 1/1/2016
Funded pension obligations and payroll tax 22918 20900 18129
Unfunded pension obligations and payroll tax 189
Fair value of plan assets -19907 -19494 -19385
Total 3200 1406 -1256
of which reported as plan assets 1274
of which reported as a pension liability 3200 1406 18
Changes in defined benefit pension plans, including
payroll tax 2017 2016
Opening obligations 20900 18129
Business combinations 152
Current service cost and payroll tax 581 511
Interest expense on pension obligations 571 622
Pension payments -776 -757
Payroll tax payments -175 -174
Remeasurement 1854 2628
Settlements -57
Exchange rate differences -2
Closing obligations 23107 20900
2017 2016 2017
Number
Pension obligations, including payroll tax of
Active members 8942 7736 5857
Deferred members 5433 3932 10012
Pensioners 8732 9232 12646
Total 23107 20900 28515
Vested benefits 20665 18846
Non-vested benefits 2442 2054
Total 23107 20900
of which attributable to future salary increases 2530 1973
Changes in plan assets 2017 2016
Opening fair value 19494 19385
Interest income on plan assets 542 670
Contributions by the employer 721 721
Pension payments -776 -757
Remeasurement -74 -482
Settlements -46
Exchange rate differences 3
Closing fair value 19907 19494
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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 Forsakringsforening). 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 SPK is 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 obligations. 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
the year, PayEx was acquired. It's 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 at the end of the year of SEK 189m. The pension commitments are secured in own
balance sheet in accordance with the Guarantee Act “Tryggandelagen”.

The small defined benefit pension plan for employees of Swedbank AB’'s Norwegian
branch was closed in 2016. The settlement effect amounted to SEK 11m. The Group
has no other defined benefit plans.

of which of which

quoted quoted

market market

price in price in

an active an active

Fair value of plan assets 2017 market 2016 market
Bank balances 359 359 344 344
Derivatives, currency-related 36 36 44 44
Investment funds, interest 12352 12352 8523 8523
Investment funds, shares 3801 3801 2784 2784
Investment funds, other 3359 1694 7799 6260
Total 19907 18242 19494 17955
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Undiscounted cash flows

Remaining maturity 2017 <lyr 1-5yrs 5-10yrs >10yrs No maturity/ Total
discount-
effect
Pension obligations, including payroll tax 984 3335 4407 46 044 -31663 23107
Plan assets 359 19548 19907
Expected contributions by the employer 733
Undiscounted cash flows
No maturity/
discount-
Remaining maturity 2016 <1lyr 1-5yrs 5-10yrs >10yrs effect Total
Pension obligations, including payroll tax 949 3274 4104 43216 -30643 20900
Plan assets 344 19150 19494
Expected contributions by the employer 784
Pension costs reported in income statement 2017 2016 Sensitivity analysis, pension obligations 2017 2016
Current service cost and payroll tax 581 511 Financial
Interest expense on pension obligations 571 622 Change in discount rate -25 bps 1059 847
Interest income on plan assets -542 -670 Change in salary assumption +25 bps 483 411
Settlements -11 Change in pension indexation/inflation assumption +25 bps 1044 908
Pension cost defined benefit pension plans 610 452 Change in income base amount assumption -25 bps 213 180
Premiums paid for defined contribution pension Demographic
plans and payroll tax 337 331 Allentitled employees choose early retirement option
Total 947 783 at maximum 762 904
Change in employee turnover assumption -25 bps 38 17
Remeasurements of defined benefit pension plans reported in Expected remaining life for a 65 years old man and woman
other comprehensive income 2017 2016 +2 year 1623 1411
Actuarial gains and losses based on experience -262 491
:ﬁ;ﬁ:;lagsil:;a;gisses arising from changes in 1592 3052 When the cost of defined benefit pension plans is calculated, financial and demographic
- - P — - assumptions have to be made for factors that affect the size of future pension pay-
Actuarial gains and |0§SES arising from changes in ments. The discount rate is the interest rate used to discount the value of future pay-
demographic assumptions ments. The interest rate is based on a market rate of interest for first-class corporate
Return on plan assets, excluding amounts included in bonds traded on a functioning market with remaining maturities and currencies match-
interest income -74 -482 ing those of the pension obligations. The Group considers Swedish covered mortgage
Total 1928 -3110 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
. . maturities with the help of prices for interest rate swaps. The weighted average matu-
Actuarial assumptions, per cent 2017 2016 rity of the defined benefit obligation is nearly 20 years. A reduction in the discount rate
Financial of 0.25 bp would increase the pension provision by approximately SEK 1 059m (847)
Discount rate, 1 January 2.79 353 and the pension cost by SEK 54 m (56). Future annual salary increases reflect projected
Discount rate, 31 December 2.56 279 future se.alary increases as an aggregatg effeclt of both contractual wage increases and
it lsalary 1 300 284 wage drift. Because the defined benefit pension plan no longer covers new employees,
uture annual saiary ?ntreases, January : - only those employed before 2013, the salary increase assumption has been adapted to
Future annual salary increases, 31 December 3.39 3.00 assume that the plan is closed. As of 2014 an age-based salary increase assumption is
Future annual pension indexations/inflation, 1 January 184 1.63 therefore used instead. This means that a unique salary increase assumption is set for
Future annual pension indexations/inflation, 31 December 1.95 1.84 each age group of emp'loyees.‘As of 2014 the inflation assumption is bas‘eq on quoted
Future annual changes in income base amount, 1 Januar 374 363 prices for nominal and index-linked government bonds. For longer maturities that lack
g — ’ Y . . quoted prices, the inflation assumption is gradually adapted to the Riksbank’s target
Future annual changes in income base amount, 31 December 373 374 of 2.00 percentage points. The final benefits under BTP are determined on the basis of
Demographic the income base amount. Therefore, future changes in the income base amount have to
Entitled employees who choose early retirement option 50.00 50.00 be estimated. The assumption is based on historical outcomes. Annual pension indexa-
tion has to be determined as well, since indexation historically has always been neces-
Future annual employee turnover 3.50 3.50 ) o , ) ‘ )
— sary. The indexation is assumed to correspond to the inflation assumption. BTP2 gives
Expected remaining life for a 65 years old man ee ee employees born in 1966 or earlier the option to choose a slightly earlier retirement age
Expected remaining life for a 65 years old woman 24 24 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
2017 2016 1/1/2016 2017 2016 1/1/2016 2017 2016 1/1/2016
Opening balance 1592 1537 1584 228 191 161 1820 1728 1745
Provisions 1137 978 972 526 405 321 1663 1383 1293
Payments -1264 -966 -981 -418 -375 -285 -1682 -1341 -1266
Exchange rate differences 26 43 -38 7 7 -6 33 50 -44
Closing balance 1491 1592 1537 343 228 191 1834 1820 1728

Provisions for insurance contracts

The Group allocates provisions for the insurance contracts or parts of contracts where for established claims and correspond to the amount that will be paid out. Provisions
significant insurance risks are transferred from the policyholder to the Group. Insurance  are also made for damages incurred but not reported. A statistical assessment of
risks differ from financial risks and mean that the Group compensates the policyholder anticipated claims based on previous years’ experience with each type of insurance
if a specified uncertain future event adversely impacts the policyholder. The Group is contract is used as a basis for the provision. Assumptions are made with regard to
compensated through premiums received from policyholders. Provisions are allocated interest rates, morbidity, mortality and expenses.

2017 2016  1/1/2016 2017 2016 1/1/2016

Security settlement liabilities 6564 4894 11978 Restricted equity
Other liabilities 18001 9860 10380 Share capital, ordinary shares 24904 24904 24904
Provisions for financial guarantees 132 128 45 Statutory reserve 9458 9389 9648
Restructuring provision 315 62 265 Other reserve® 23997 20728 19563
Other provisions 47 44 46 Total 58 359 55021 54115
Total 25059 14989 22715

Non-restricted equity
When it acquired Sparbanken Oresund AB in 2014, Swedbank AB recognised a restruc- Currency translation from
turing reserve of SEK 591m. The acquisition analysis included additional provisions of foreign operations 1347 853 132
SEK 1 025m, which largely related to onerous contracts, 2016 a restucturing provision Cash flow hedges 28 77 17
o e located oserves oo e SEK 47 (129 ulised and SEK O (L1g) were S IETIU EServe DeEl 1526 13206
reversed due to lower staff ’costs. In 2017 a new restructuring provision of SEK 300m Retained earnings GHEEE 60358 25693
was established due to changes in the IT organisation. Total 75013 74494 69 048

Non-controlling interest 200 190 179

Total equity 133572 129705 123 342

The quote value per share is SEK 22.
1 Of which development fund for internally developed software SEK 1 739m (771).

2017 2016 1/1/2016
Accrued interest expenses 6654 7769 9238 .
— Ordinary shares
Prepaid income and accrued expenses 2395 3148 4005 Number of shares 2017 2016 1/1/2016
Total 2650 10317 13243 Number of shares authorized,
issued and fully paid 1132005722 1132005722 1132005722
Own shares -18376101 -21273902 -26601972
Number of outstanding
shares 1113629621 1110731820 1105403750
2017 2016 1/1/2016 Opening balance 1110731820 1105403750 1102088934
Subordinated loans 14349 12703 12382  haredeliverydueto
h inth e d hed - Equity-settled share based
ange in the value due to hedge accounting programmes 2897801 5328070 3148605
at fair value 73 222 265 -
Total subordinated | 14422 12925 12647  Doposalofownsharesfor
otal subor |nal|te oans trading purposes 166211
Undated subordinated loans 11053 14116 11585  (oqing palance 1113629621 1110731820 1105 403 750
of which Tier 1 capital contribution 11053 14116 11585
Change in the value due to hedge accounting The guote value per share is SEK 22.
at fair value 33 213 381
Total undated subordinated loans 11 086 14329 11 966 C:anges in equi:’y l;or the Year arjd tge(?istribu;ion accorr:jing to IFRS are inc(ljicatid in .
t tatl t ty. t
Total 25508 27254 24613 e statement of changes in equity. Ordinary shares each carry one vote and a share in

profits. Treasury shares are not eligible for dividends.

Swedbank has outstanding USD 1 250m Additional Tier 1 capital (AT1), which is
perpetual with a call option after five years. The instrument has a mandatory conver-
sion feature to ordinary shares if the Swedbank AB'’s regulatory capital decreases to a
certain level.
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Financial assets 2017

Fair value through profit Hedging Available Loans and Held to
Valuation categories 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 30746
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 165 283 274384 10 804 9 1664757 68734 2183971
Financial liabilities 2017

Fair value through profit Hedging Amortised
Valuation categories or loss instruments cost Total
SEKm Trading Designated
Amounts owed to credit institutions 68 055 68 055
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 issue® 14836 7677 821691 844 204
Short position securities 14 459 14 459
Derivatives 43497 2703 46 200
Subordinated liabilities 25508 25508
Other financial liabilities 31219 31219
Total 81 499 188 801 2703 1793375 2066 378
Financial assets 2016

Fair value through profit Hedging Available Loans and Held to
Valuation categories or loss instruments for sale receivables maturity Total
SEKm Trading Designated
Cash and balances with central banks 121347 121347
Treasury bills and other bills eligible for refinancing
with central banks 22169 85402 107571
Loans to credit institutions 852 31345 32197
Loans to the public 48825 141687 1316735 1507 247
Bonds and other interest-bearing securities 70833 3668 74501
Financial assets for which customers bear the investment risk 160114 160114
Shares and participating interests 23643 237 17 23897
Derivatives 70912 16899 87811
Other financial assets 10851 10851
Total 237 234 302 038 16 899 17 1480278 89070 2125536
Financial liabilities 2016

Fair value through profit Hedging Amortised
Valuation categories or loss instruments cost Total
SEKm Trading Designated
Amounts owed to credit institutions 13 71818 71831
Deposits and borrowings from the public 10892 782032 792924
Financial liabilities for which customers bear the investment risk 161051 161051
Debt securities in issue * 14980 8120 818573 841673
Short position securities 11614 11614
Derivatives 83525 2064 85589
Subordinated liabilities 27 254 27 254
Other financial liabilities 22524 22524
Total 121 024 169171 2064 1722201 2014460

1) Nominal amount of Debt securities, identified as Fair value through profit or loss, Designated, amounted to SEK 6 837m (7 030).
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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 according to the definition in IAS 39 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 values. 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.

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).

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.

2017 2016 1/1/2016
Carrying Carrying Carrying
Fair value amount  Difference Fair value amount  Difference Fair value amount  Difference
Assets
Financial assets covered by IAS 39
Cash and balances with central banks 200371 200371 121347 121347 186312 186312
Treasury bills etc. 85961 85903 58 107 647 107571 76 76628 76 552 76
of which fair value through profit or loss 20492 20492 22169 22169 76 084 76 084
of which held to maturity 65469 65411 58 85478 85402 76 544 468 76
Loans to credit institutions 30746 30746 32197 32197 86418 86418
of which loans receivables 30235 30235 31345 31345 84679 84679
of which fair value through profit or loss 511 511 852 852 1739 1739
Loans to the public 1532977 1535198 -2221 1512686 1507247 5439 1419486 1413955 5531
of which loan receivables 1415158 1417379 -2221 1322174 1316735 5439 1188510 1182979 5531
of which fair value through profit or loss 117819 117819 190512 190512 230976 230976
Value change of interest hedged items in portfolio
hedge 789 789 1482 1482 1009 1009
Bonds and interest-bearing securities 59136 59131 5 74508 74501 7 88618 88610 8
of which fair value through profit or loss 55809 55809 70833 70833 84 692 84692
of which investments held to maturity 3327 3322 5 3675 3668 7 3926 3918 8
Financial assets for which the customers bear the
investment risk 180320 180320 160114 160114 153442 153442
Shares and participating interest 19850 19850 23897 23897 11074 11074
of which fair value through profit or loss 19841 19841 23880 23880 11 005 11005
of which available for sale 9 9 17 17 69 69
Derivatives 55680 55680 87811 87811 86 107 86 107
Other financial assets 16772 16772 10851 10851 18425 18425
Total 2182602 2184760 -2158 2132540 2127018 5522 2127519 2121904 5615
Investment in associates 6357 7319 5382
Financial assets held for sale 148
Non-financial assets 21519 19866 21421
Total 2212636 2154203 2148855
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2017 2016 1/1/2016
Carrying Carrying Carrying
Fair value amount  Difference Fair value amount  Difference Fair value amount  Difference
Liabilities
Financial liabilities covered by IAS 39
Amounts owed to credit institutions 68055 68055 71615 71831 -216 150302 150493 -191
of which other financial liabilities 68 055 68055 71602 71818 -216 149 486 149677 -191
of which fair value through profit or loss 13 13 816 816
Deposits and borrowings from the public 855597 855 609 -12 792 905 792924 -19 748 254 748271 -17
of which other financial liabilities 846 890 846 902 -12 782013 782032 -19 743 806 743823 -17
of which fair value through profit or loss 8707 8707 10892 10892 4447 4447
Debt securities in issue 851908 844 204 7704 849097 841673 7424 832196 826 535 5661
of which other financial liabilities 829 395 821691 7704 825997 818573 7424 811773 806112 5661
of which fair value through profit or loss 22513 22513 23100 23100 20423 20423
Financial liabilities for which the customers bear the
investment risk 181124 181 124 161051 161051 157836 157836
Subordinated liabilities 25525 25508 17 27 254 27 254 24627 24613 14
of which other financial liabilities 25525 25508 17 27 254 27 254 24627 24613 14
Derivatives 46200 46 200 85589 85589 68 681 68681
Short positions securities 14459 14459 11614 11614 8191 8191
of which fair value through profit or loss 14 459 14459 11614 11614 8191 8191
Other financial liabilities 31219 31219 22524 22524 31596 31596
Total 2074087 2066378 7709 2021649 2014460 7189 2021683 2016216 5467
Financial liabilities held for sale 14
Non-financial liabilities 12 686 10038 9283
Total 2079 064 2024 498 2025513

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
paper and standardised derivatives, where the quoted price is used in the valuation.
Securities in issue traded on an active market are included in this category as well.

Level 2 primarily contains less liquid bonds that are valued on a curve, lending, fund-
ing, liabilities in the insurance operations whose value is directly linked to a specific
asset value, and derivatives measured on the basis of observable inputs. For less liquid
bond holdings, an adjustment is made for the credit spread based on observable market
inputs such as the market for credit derivatives. For loans to the public where there
are no observable market inputs for credit margins at the time of measurement, the
credit margin of the last transaction executed with the same counterparty is used.
This includes the majority of mortgage lending and certain other fixed-rate lending in
Swedish Banking at fair value. Securities in issue that are not quoted but measured
according to quoted prices for similar quoted bonds are also included in level 2.

Level 3 contains other financial instruments where internal assumptions have a sig-
nificant effect on the calculation of fair value. Level 3 primarily contains unlisted equity
instruments and illiquid options. . Level 3 includes the strategic equity positions which
were purchased 2017 in Mina Tjdnster AB, Kepler Chevreaux and Nordic Credit Rating
AS. In connection with the sale of shares in VISA Europe convertible preference shares
in VISA Inc. were obtained. The shares are subject to selling restrictions for a period of
up to 12 years and under certain conditions may have to be returned. 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
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 instru-
ment 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 the fair
value would be effected more than +/- SEK 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 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 that were not recognised
through profit or loss.

Transfers between fair value hierarchy levels are reflected as taking place at the
end of each quarter. During the years ended 2016 and 2015, 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.

Changes in the value of loans to the public, measured according the fair value option
and attributable to changes in credit risk, amounted to SEK -6m (-3) during the period
and are recognised as credit impairments. Cumulative value changes of that kind
amounted to SEK -12m (-14). The amount is determined as the difference between
current estimated creditworthiness and estimated creditworthiness of the borrower
on the lending date. Other changes in fair value are considered attributable to changes
in market risks. The change in the value of securities in issue in level 2, which are
measured according to the fair value option and attributable to changes in Swedbank’s
own creditworthiness, amounted to SEK 3m (36) during the period. The value change
is recognised in net gains and losses on financial items at fair value. Cumulative value
changes amounted to SEK -46m (-49). 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 unguoted issues and the
value based on prices of its own credit risk for its own unquoted issues on the origina-
tion date. The following table shows financial instruments measured at fair value as
per 31 December distributed by valuation level.
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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
Shares and participating interest 19401 449 19850
Financial assets for which the customers bear the investment risk 180320 180320
Derivatives 162 55492 26 55680
Total 247 265 202 741 475 450 481
Liabilities
Amounts owed to credit institutions
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 14459 14 459
Total 17 745 255258 273003
2016
Level 1 Level 2 Level 3 Total
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc 16740 5429 22169
Loans to credit institutions 852 852
Loans to the public 190512 190512
Bonds and interest-bearing securities 42650 28183 70833
Shares and participating interest 23604 135 158 23897
Financial assets for which the customers bear the investment risk 160115 160115
Derivatives 138 87 608 65 87811
Total 243 247 312719 223 556 189
Liabilities
Amounts owed to credit institutions 13 13
Deposits and borrowings from the public 10892 10892
Debt securities in issue 3270 19830 23100
Financial liabilities for which the customers bear the investment risk 161051 161051
Derivatives 75 85514 85589
Short positions securities 11614 11614
Total 14959 277 300 292 259
Changes in Level 3 2017
Assets
Equity
instruments Derivatives Total
Opening balance 158 65 223
Purchases 204 204
Sales of assests -9 -9
Maturities -37 -37
Transferred from Level 2 to Level 3 68 68
Transferred from Level 3 to Level 2 -14 -14
Gains or losses 28 12 40
of which in the income statement, net gains and losses on financial
items at fair value 28 12 40
of which changes in unrealised gains or losses
for items held at closing day 0 3 3
Closing balance 449 26 475
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Changes in Level 3 2016
Assets
Equity
instruments Derivatives Total
Opening balance 73 114 187
Purchases 3 3
VISA Inc. C shares received 62 62
Sales of assets -55 -55
Maturities -19 -19
Issues 1 1
Transferred from Level 1 to Level 3 64 64
Transferred from Level 3 to Level 2 -8 -8
Gains or losses 11 -23 -12
of which in the income statement, net gains and losses on financial
items at fair value 11 -23 -12
of which changes in unrealised gains or losses
for items held at closing day 17 -19 -2
Closing balance 158 65 223
Financial instruments at amortised cost
The following tables distribute fair value by the three different valuation levels for financial instruments at amortised cost.
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 522007 829395
Subordinated liabilities 25508 25525 25525
Total 1762156 307 388 1462477 1769865
2016
Carrying
amount Fair value
Level 1 Level 2 Level 3 Total
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc. 85402 85478 85478
Loans to credit institutions 31345 31345 31345
Loans to the public 1316735 1322174 1322174
Bonds and other interest-bearing securities 3668 52 3623 3675
Total 1437150 85 530 1357142 1442672
Liabilities
Amounts owed to credit institutions 71818 71602 71602
Deposits and borrowing from the public 782032 782013 782013
Debts securities in issue 818573 516 222 309775 825997
Subordinated liabilities 27 254 27 254 27 254
Total 1699677 516222 1190644 1706 866
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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 Net financial assets or liabilities in
rowing and lending transactions. Collateral amounts represent financial instruments order to derive net asset and net liability exposures. The amounts offset for derivative
or cash collateral received or pledged for transactions that are subject to a legally assets and derivative liabilities include cash collateral offsets of SEK 3 531m (2 482)
enforceable master netting or similar agreements and which allow for the netting and SEK 261m (614), respectively.
Assets 2017 2016
Reverse Reverse
repurchase Securities repurchase Securities

Derivatives agreements  borrowing Total Derivatives agreements  borrowing Total
Financial assets, which not have been offset or are subject to
netting or similar agreements 1771 1771 2201 2201
Financial assets, which have been offset or are subject to
netting or similar agreements 53909 25558 40 79507 85610 49713 435 135758
Net amount presented in the balance sheet 55680 25558 40 81278 87811 49713 435 137 959

Financial assets, which have been offset or are subject to
netting or similar agreements

Gross amount 63522 34 966 40 98 528 97 447 54216 435 152098
Offset amount -9613 -9408 -19021 -11837 -4503 -16 340
Net amount presented in the balance sheet 53909 25558 40 79507 85610 49713 435 135758

Related amount not offset in the balance sheet

Financial instruments, netting agreements 24726 7797 32523 36308 10383 46691
Financial instruments, collateral 482 17633 40 18155 1089 39329 435 40853
Cash, collateral 9028 97 9125 12676 12676
Total amount not offset in the balance sheet 34236 25527 40 59 803 50073 49712 435 100220
Net amount 19673 31 19704 35537 1 35538
Liabilities 2017 2016
Repurchase Securities Repurchase Securities

Derivatives agreements lending Total Derivatives agreements lending Total
Financial liabilities, which have not been offset or are subject to
netting or similar agreements 1677 1677 2847 2847
Financial liabilities, which have been offset or are subject to
netting or similar agreements 44523 8707 74 53304 82742 10905 10 93657
Net amount presented in the balance sheet 46 200 8707 74 54981 85589 10905 10 96 504

Financial liabilities, which have been offset or are subject to
netting or similar agreements

Gross amount 57 407 18115 74 75 596 96 447 15408 10 111865
Offset amount -12884 -9408 -22292 -13705 -4503 -18208
Net amount presented in the balance sheet 44 523 8707 74 53304 82 742 10905 10 93657

Related amount not offset in the balance sheet

Financial instruments, netting agreements 24726 7797 32523 36308 10383 46 691
Financial instruments, collateral 2912 905 74 3891 3860 521 10 4391
Cash, collateral 9340 9340 13775 13775
Total amount not offset in the balance sheet 36978 8702 74 45 754 53943 10904 10 64857
Net amount 7 545 5 7 550 28799 1 28 800
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2017 2016 Assets pledged
Amortised origination fees -684 -707 Assets pledged for own liabilities 2017 2016 1/1/2016
Unrealised changes in value/currency changes -1692 -2305  Government securities and bonds pledged
Capital gains/losses on sale of subsidiaries and associates -686 11 with the Riksbank 8047 8121 9675
Capital gains/losses on sale of condominiums -8 quernmgnt securities and bonds pledged
— — - with foreign central banks 6229 6434 12772
Undistributed share of equity in associates -776 -2068 —
- .. T Government securities and bonds pledged
Depreciation and impairment of tangible fixed assets for liabilities to credit institutions
including repossessed leased assets 325 320 repurchase agreements 3621 2728 1241
Amortisation and impairment of goodwill and other Government securities and bonds pledged
intangible fixed assets gl 344 for deposits from the public, repurchase
Credit impairment 1556 1619 agreements 7 260 5687 2310
Changes to provisions for insurance contracts -12  Loans used as collateral for covered bonds.1 518805 542278 517904
Prepaid expenses and accrued income 682 1895 Financial assets pledged for investment
Accrued expenses and prepaid income -736 -1609 contracts 177317 157 804 145410
Share-based payment 307 378  Cash 4484 10320 13697
Other 13 -40 Total 725763 733372 703009
Total -1248 -2174
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
_ pOint "
The carrying amount of liabilities for which assets are pledged amounted to
2017 2016 SEK 707 677 m (724 519) for the Group in 2017.
SEK per SEK per
Ordinary shares share Total share Total Other assets pledged 2017 2016 1/1/2016
Dividend paid 13,20 14695 10,70 11880 Securities loans 16 10 13
Proposed dividend 13,00 14515 13.20 14695 Government securities and bonds pledged
for other commitments 2857 3776 3194
The Board of Directors recommends that shareholders receive a dividend of SEK 13.00 Cash 506 470 459
per ordinary share (13.20) in 2018 for the financial year 2017, corresponding to Total 3379 2256 3666

SEK 14 515m (14 695).

For more information see parent company note P42.

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 2017 2016 1/1/2016
Loan guarantees 6268 5405 5535
Other guarantees 34171 33886 27777
Accepted and endorsed notes 439 159 140
Letters of credit granted but not utilised 2830 3015 2321
Other contingent liabilities 349 285 185
Total 44 057 42750 35958
Provision for anticipated credit impairments -132 -128 -47
Commitments

Nominal amount 2017 2016 1/1/2016
Loans granted but not paid 196333 191783 168803
Overdraft facilities granted but not utilised 66 588 70918 66 509
Total 262921 262701 235312
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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 other financial liabilities. In
asset remains on the balance sheet since the Group is still exposed to the asset’s risk of ~ addition to what is indicated in the table for securities lending, collateral is received
fluctuating in value. This is because the agreement stipulates at the time of transfer in the form of other securities to cover the difference between the fair value of the
that the asset will be restored. The sales proceeds received in connection with repos transferred assets and the recognised liability’s fair value. As of year-end the Group
are recognised as liabilities. Related liabilities are reported in the note before any off- had no transfers of financial assets that had been derecognised and where the Group

setting in the balance sheet. All assets and related liabilities are recognised at fair value  has continuing involvement.
and included in the valuation category fair value through profit and loss, trading.

Transferred assets Associated liabilities
Of which Of which
repurchase  Of which securities repurchase  Of which securities
2017 Carrying amount agreements lending  Carrying amount agreements lending
Equity instruments 1398 1398 36 36
Debt securities 11138 11138 11143 11143
Total 12536 11138 1398 11179 11143 36
Transferred assets Associated liabilities
Of which Of which
repurchase  Of which securities repurchase  Of which securities
2016 Carrying amount agreements lending  Carrying amount agreements lending
Equity instruments 884 884 366 366
Debt securities 8749 8749 8702 8702
Total 9633 8749 884 9068 8702 366

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
2017 Expenses  subleasing Total 2016 Expenses  subleasing Total
2018 862 13 849 2017 815 11 804
2019 738 12 726 2018 672 10 662
2020 632 8 624 2019 530 8 523
2021 493 1 492 2020 424 7 418
2022 434 1 433 2021 315 4 311
2023 419 1 418 2022 298 4 294
2024 381 1 380 2023 288 4 284
2025 360 1 359 2024 255 4 251
2026 321 1 320 2025 242 3 239
2027 or later 2034 8 2026 2026 or later 1903 23 1880
Total 6674 47 6627 Total 5743 78 5665
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Recognised in the
group at aquisition

date 15 August 2017

Cash and balances with central banks
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
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

G53

Associates Other related parties
Assets 2017 2016 2017 2016
Loans to credit institutions 11483 10408
Loans to the public 23 1380
Other assets 5 30
Total assets 11511 11788 30
Liabilities
Amount owed to credit institutions 2928 2 060
Deposits and borrowing from the
public 2 476 460
Debt securities in issue, etc. 470 601
Other liabilities 19
Accrued expenses and prepaid
income 1
Total liabilities 3418 2663 476 460
Contingent liabilities
Derivatives, nominal amount 2221 1227
Income and expenses
Interest income 76 88
Dividends received 1544 399
Commission income 294 6
Commission expenses 226
Otherincome 11 9
Other general administrative
expenses 1

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 268m. 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 QY 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 163m to
income and SEK -27m to profit after tax. If the company had been acquired at the begin-
ning of the 2017 financial year, the company would have been contributed with about
SEK 485m in income 2017 and contributed with about SEK -37m profit after tax.

Business combinations in 2016

OnJuly 15 2016 the Group acquired all shares in the Lithuanian fund management
company UAB Danske Capital investiciju valdymas for SEK 21m. If it had been acquired
at the beginning of the financial year, it would have contributed SEK 6m to profit after
taxes.

Carried in Carried in the
the Groupon  acquired entity
acquisition on acquisition
Acquisitions 2016 date date
Cash 2 2
Intangible assets 15
Other assets 4
Assets 21 2
Liabilities 6
Identifiable net assets 15 2
Purchase price paid in cash 21
Cash flow
Acquired cash and cash equivalents in subsidiary 2
Cash paid -21
Net -19
Associates

Investments in associates are specified in note G27.

During the year the Group provided capital injections of SEK Om (7). As of 31
December associates have issued guarantees and pledged assets of SEK 700m (691)
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.

Joint ventures

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.
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Other significant relationships
Swedbank has close cooperation with the savings banks in Sweden. The cooperation
between Swedbank and the 58 savings banks, including five of Swedbank’s partly
owned banks, is governed by a master agreement to which a number of other agree-
ments are attached regarding specific activities. On 1 July 2015 the agreement was
extended until 1 July 2020. The extended agreement, it presumes like earlier that the
savings banks have a certain basic range of services and products as well as access to
competency in certain areas. One saving bank currently do not fulfil the requirements
and instead has signed a clearing agreement with Swedbank.

Through the cooperation Swedbank’s Swedish customers gain access to a nation-
wide network. At the same time the savings banks and partly owned banks are able to
offer the products and services of Swedbank and its subsidiaries to their customers.

Together, the savings banks and partly owned banks account for about 30 per cent 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 partly owned banks and provides a wide range
of IT services. The cooperation also offers the possibility to distribute development
costs over a larger business volume.

The savings banks, savings bank foundations and partly owned banks together
represent one of the largest shareholder groups in Swedbank, with a total of 13.7 per
cent (13.4) 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 2016 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 guarantees to these invest-
ment funds, which entails a financial claim against 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.

2017
Group Sponsored Non Sponsored
Investment Funds Investment Funds Total
Financial assets of which the customers bear the investment risk 17 588 17 588
Shares and participating interests 140 43 183
Total assets recognised in the balance sheet 17 728 43 17771
Total income from interests ¥ 7023 4 7027
Total assets of the structured entities @ 870707
2016
Group Sponsored Non Sponsored
Investment Funds Investment Funds Total
Loans to the public 0 0
Financial assets of which the customers bear the investment risk 17 356 17 356
Shares and participating interests 130 68 198
Total assets recognised in the balance sheet 17 486 68 17 554
Total income from interests? 5990 -17 5973
Total assets of the structured entities? 789159

1) The result from interests in unconsolidated structured entities includes asset management fees, changes in fair value and interest income.

Swedbank’s maximum exposure to losses corresponds to the investments’ carrying amounts recognised in the balance sheet. In addition, Swedbank has exposure to notional
SEK 2 160m (1 275) for unused loan commitments provided to the Group’s Sponsored Investment Funds. 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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| senstviyanayss

Change 2017 2016
Net interest income, 12 months,!
Increased interest rtates + 1 % point 5484 4043 .
New Previous
Decreased interest rates -1 % point -3941 -3391 Income statement reporting reporting
Change in value,? 2016 Change 2016
Market interest rate +1 % point 969 446  Interestincome 32914 -814 33728
-1 % point -835 ~705 Negative yield on financial assets -1543 -1543
Stock prices +10% 10 32 Interest income, including negative yield on
_10% 1 38 financial assets 31371 -814 32185
Exchange rates 5% 10 18 Intere?t exPenses . S -9256 -9256
5% 39 17 Negative yield on financial liabilities 735 735
Other Interest expenses, including negative yield
Stock et perf , 109 e /276 on financial liabilities -8521 -8521
ock market performance, - - - . .
Staff ch P 100 2 = 67 Net interest income 22 850 -814 23664
aff changes +/- ersons +/- +/-
& P - Net commission income 11333 11333
Payroll changes +/-1 % point +/-86 +/-82 - - —
—— - P Net gains and losses on financial items
Credit impairment ratio +/- 0.1 % point +/-1 566 +/-1539 at fair value 2231 2231
1) The NIl sensitivity calculation covers all interest bearing assets and liabilities, on and Net |nsuranFe - 754 754
off balance, on a contractual level in the banking book. It is a static analysis with Share of profit or loss of associates 2467 2467
parallel shifts across the interest rate curve that takes place over-night, and illustrates Other income 1186 1186
the effect on NIl for a 12 month period. Maturing assets and liabilities during the 12 Total income 40821 814 41635
month DEI?IOCI are assumed to be reprlc.ed to the existing contractual |nter§st rate Staff costs 9376 9376
+/- 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 Other general administrative expenses 5622 -814 6436
floors on floating asset contracts are taken into account in the sensitivity calculation. Total general administrative expenses 14998 -814 15812
In the positive shift transaction accounts are assumed to have 0% elasticity (i.e. there Depreciation/amortisation of tangible and
is no adjustment made to the paid interest) while all other deposits have a 100% intangible fixed assets 629 629
elgstnmty to changes in tlhe markgt rate (i.e. adjustments are made to the |ntere§t Total expenses 15627 _814 16 441
paid). In the negative shift scenario a floor of 0% on contractual rates for deposits Profit before | - 25194 >5194
from private individuals is applied. All other balance sheet items allow for negative rofit before impairments
contractual rates. Impairments of intangible assets 35 35
2) The calculation refers to the immediate effect on profit of each scenario for the Impairments of tangible assets 31 31
, gr?up's int;res;tfrate positions at‘fai.r vallue andfits equithy and Furrelncy ?cossitifijnbs. ) Credit impairments 1367 1367
tot t t
) Re er§ o the effect on net commission income from a change in value of Swedban Operating profit 23761 23761
Robur's equity funds.
Tax expense 4209 4209
Profit for the year 19552 19552
Profit for the year attributable to:
Shareholders of Swedbank AB 19539 19539
Non-controlling interests 13 13
On 15 February 2018, following an inspection of Swedbank in Lithuania, the Bank of
Lithuania issued a warning to Swedbank and obliged Swedbank to remedy identified SEK
deficiencies in internal control systems for money laundering prevention, processes Earnings per share 17.60 17.60
and documentation. Swedbank takes the findings by Bank of Lithuania very seriously after dilution 17.50 1750

and has already initiated actions to implement a series of measures aiming to improve
its internal control systems, to ensure relevant customer due diligence data and to
enhance processes and routines. And thereby, the deficiencies pointed out by Bank of
Lithuania, has partly already been corrected. A warning is the lowest level of sanction
that the Bank of Lithuania can issue.
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Net interest income New reporting 2016 Change Previous reporting 2016
Interest
Interest income/ Average annual income/ Average annual Interestincome/ Average annual
expense interest rate, % expense interest rate, % expense interest rate, %
Loans to credit institutions 64 0.07 64 0.07
Loans to the public 30031 2.01 -814 -0.05 30845 2.06
Interest-bearing securities 651 0.40 651 0.40
Total interest-bearing assets 30746 1.76 -814 -0.05 31560 1.81
Derivatives 1093 1093
Other assets 764 764
Total assets 32603 1.37 -814 -0.03 33417 1.41
deduction of trading interests reported in net gains and losses on
financial items at fair value 1232 1232
Interest income, including negative yield on financial assets,
according to income statement 31371 -814 32185
Amounts owed to credit institutions 269 0.17 269 0.17
Deposits and borrowings from the public 1100 0.12 1100 0.12
of which deposit guarantee fees 466 466
Debt securities in issue 13013 1.48 13013 1.48
of which commissions for funding with state guarantee
Subordinated liabilities 977 415 977 415
Total Interest-bearing liabilities 15359 0.78 15359 0.78
Derivatives -7638 -7638
Other liabilities 689 689
of which stability fee 646 646
Total liabilities 8410 0.37 8410 0.37
Equity
Total liabilities and equity 8410 0.35 8410 0.35
deduction of trading interests reported in net gains and losses on
financial items at fair value -111 -111
Interest expenses, including negative yield on financial |
iabilities, according to income statement 8521 8521
Net interest income 22 850 -814 23664
Net interest margin before trading interest are deducted 1.02 -0.03 1.05
Interest income on financial assets at amortised cost 27 205 -814 28019

Other expenses New reporting Previous reporting
2016 Change 2016
Expenses for premises
Rents, etc. 1131 1131
IT expenses 1834 1834
Telecommunications, postage 118 118
Consulting 314 314
Compensation to savings banks 236 -814 1050
Other purchased services 708 708
Travel 226 226
Entertainment 51 51
Office supplies 103 103
Advertising, public relations, marketing 285 285
Security transports, alarm systems 72 72
Maintenance 111 111
Other administrative expenses 302 302
Other operating expenses 131 131
Total 5622 -814 6436
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Income statement, Parent company

SEKm Note 2017 2016
Interest income 13556 12874
Negative yield on financial assets -2132 -1496
Leasing income 4361 4012
Interest income, including negative yield on financial liabilities 15785 15390
Interest expenses -4273 -3946
Negative yield on financial liabilities 746 706
Interest expenses, including negative yield on financial liabilities -3527 -3240
Net interest income P5 12 258 12150
Dividends received P& 17 005 19571
Commission income 9644 9259
Commission expenses -3195 -2875
Net commissions P7 6449 6384
Net gains and losses on financial items at fair value P8 2142 1130
Other income P9 1603 1308
Total income 39457 40 543
Staff costs P10 8147 7855
Other general administrative expenses P11 5146 4633
Total general administrative expenses 13293 12 488
l;sdp:re;;al;[:gciygl/:;n;ergsai‘ssgand impairments of tangible P12 4544 4438
Total expenses 17 837 16 926
Profit before impairments 21620 23617
Credit impairments, net P13 1308 1399
Impairments of financial fixed assets P14 13 80
Operating profit 20299 22138
Appropriations P15 368 186
Tax expense P16 3725 2494
Profit for the year 16 206 19458
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Statement of comprehensive income,
Parent company

SEKm Note 2017 2016
Profit for the period reported via income statement 16 206 19 458
Total comprehensive income for the period 16 206 19458
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Balance sheet, Parent company

SEKm Note 2017 2016 1/1/2016
Assets

Cash and balances with central banks 136061 64193 131859
Treasury bills and other bills eligible for refinancing with central banks, etc. P17 82779 102618 70531
Loans to credit institutions P18 449733 409763 425095
Loans to the public P19 398 666 430 406 416 482
Bonds and other interest-bearing securities P20 58543 73247 86881
Shares and participating interests P21 19569 23654 10880
Investments in associates pe2 2087 1999 1995
Investments in Group entities P23 62016 56614 57 450
Derivatives p24 62153 96 243 98300
Intangible fixed assets Pe5 375 435 3900
Leasing equipment P26 15 466 14016 12 956
Tangible assets pe7 592 523 526
Current tax assets 1361 1774 1629
Deferred tax assets P16 141 133 197
Other assets pe8 24450 15699 20134
Prepaid expenses and accrued income P29 2399 2857 3253
Total assets 1316391 1294174 1339068
Liabilities and equity

Liabilities

Amounts owed to credit institutions P30 95106 129276 220983
Deposits and borrowings from the public P31 671323 617 704 599476
Debt securities in issue P32 322684 282 369 275845
Derivatives P24 65704 114620 98508
Current tax liabilities 951 374 239
Other liabilities P33 33984 23314 27 686
Accrued expenses and prepaid income P34 2957 3530 4070
Provisions P35 422 172 245
Subordinated liabilities P36 25508 27 254 24613
Total liabilities 1218639 1198613 1251665
Untaxed reserves P37 10575 10206 10021
Equity P38

Share capital 24904 24904 24904
Other funds 5968 5968 5968
Retained earnings 56 305 54483 46510
Total equity 87177 85 355 77 382
Total liabilities and equity 1316391 1294174 1339068

The balance sheet and income statement will be adopted at the Annual General Meeting on 22 March 2018,
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Statement of changes in equity,
Parent company

Share premium Statutory Retained

SEKm Share capital reserve reserve earnings Total
Opening balance 1 January 2017 24904 13 206 5968 41 277 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 and loss account 16 206 16 206
Closing balance 31 December 2017 24 904 13 206 5968 43099 87177
Opening balance 1 January 2016 24 904 13206 5968 33304 77 382
Dividend -11880 -11880
Share based payments to employees 378 378
Deferred tax related to share based payments to employees -13 -13
Current tax related to share based payments to employees 30 30
Total comprehensive income for the year 19458 19458

of which through the Profit and loss account 19458 19458
Closing balance 31 December 2016 24 904 13 206 5968 41277 85 355
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Statement of cash flow, Parent company

SEKm Note 2017 2016
Operating activities

Operating profit 20300 22138
Adjustments for non-cash items in operating activities P41 -7 745 1451
Taxes paid -2764 -2451
Increase/decrease in loans to credit institution -39973 15360
Increase/decrease in loans to the public 31221 -14835
Increase/decrease in holdings of securities for trading 38867 -30725
Increase/decrease in deposits and borrowings from the public including retail bonds 53577 18226
Increase/decrease in amounts owed to credit institutions -34171 -91 705
Increase/decrease in other assets 574 9594
Increase/decrease in other liabilities -38255 11768
Cash flow from operating activities 21630 -61179
Investing activities

Acquisition of/contribution to Group entities and associates -5367 -2539
Disposal of/repayment from Group entities and associates 3767
Acquisition of other fixed assets and strategic financial assets -16 454 -7579
Disposals of other fixed assets and strategic financial assets 10798 2765
Dividends and Group contributions received 12 244 17079
Cash flow from investing activities 1221 13493
Financing activities

Issuance of interest-bearing securities 51925 39640
Redemption of interest-bearing securities -51 568 -30800
Issuance of commercial papers 1048895 811657
Redemption of commercial papers -985 541 -828597
Dividends paid -14695 -11880
Cash flow from financing activities 49 016 -19980
Cash flow for the year 71 868 -67 666
Cash and cash equivalents at the beginning of the year 64193 131859
Cash flow for the year 71868 -67 666
Cash and cash equivalents at end of the year 136 061 64193

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
institutions, and which are not attributable to investing and financing activities.
Cash flow includes interest receipts of SEK 16 195m (16 624) and interest payments of
SEK 3157m (3 225). Capitalised interest is included.

Swedbank Annual and Sustainability Report 2017

Investing activities

Investing activities consist of the purchase and sale of strategic financial assets,
contributions to and repayments from subsidiaries and associated companies, and
other fixed assets. In 2017 all shares were acquired in the subsidiary PayEx holding AB
for SEK 1 272m including transaction costs. Contributions were paid to the subsidiaries
Swedbank Hypotek AB of SEK 4 000m, Swedbank Management Company of 7 m and to
associated company BGC Holding AB of SEK 88m.

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, PARENT COMPANY

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 and the accounting principles applied in the
consolidated financial statements, as reported on pages 63-73. 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 issued by the Swedish Financial
Reporting Board. The parent company's annual report is therefore prepared in accord-
ance with IFRS to the extent the standards are compatible with the Annual Accounts
Act for Credit Institutions and Securities Companies, RFR 2 and the Swedish Financial
Supervisory Autharity regulations. The most significant 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

* 3associates

« 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
Institutions and Securities Companies and the Swedish Financial Supervisory Author-
ity's regulations, due to which they differ in certain cases from the headings in the
Group's accounts.

CHANGES IN ACCOUNTING POLICIES

No new or amended IFRS, interpretations or other regulatory changes have been
applied or had a significant effect on the parent company'’s financial position, results
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 in the parent company at cost.

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 the
Group level. All dividends received are recognised through profit and loss in Dividends
received.

Intangible assets

The parent company amortises goodwill systematically based on estimated useful life.
All expenditures, including for development, which are attributable to internally gener-
ated intangible assets are expensed through profit and 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 reporting and taxation, the deferred tax liability attrib-
utable to untaxed reserves is not recognised separately in the parent company. The re-
serves are instead recognised, gross, in the balance sheet and income statement. Group
contributions received are recognised through profit and 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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NOTES, PARENT COMPANY

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
Impaired, past due and foreborne loans 2017 2016 Provisions 2017 2016
Impaired loans Opening balance 2271 1724
Carrying amount before provisions 6000 5095 New provisions 859 1343
Provisions 2077 1685 Recoveries of provisions -151 -545
Carrying amount after provisions 3923 3410 Utilisation of previous provisions -174 -323
Portfolio provisions for loans that are not impaired -16 114
Share of impaired loans, net % 0.46 041 Change in exchange rates and other adjustments -142 -42
Share of impaired loans, gross % 071 0.60 Closing balance 2647 2271
Total provision ratio for impaired loans, % 44 45
Past due loans that are not impaired Provision ratio for impaired loans, % 35 33
Valuation category, loans and receivables
Loans with past due amount, Concentration risk, customer exposure
5-30days 22 18 At end of 2017 the Group did not have any exposures against single counterparties
31-60 days 83 145 that exceeded 10% of the capital base.
61-30 days 36 17 . )
more than 90 days 51 59 Follateral that can-be §old or pledged even if the counterparty fulfils
its contractual obligations
Total 197 208 When it grants repos, the parent company receives securities that can be sold or
pledged. The fair value of these securities covers the carrying amount of the repos.
Foreborne loans The parent company also receives collateral in the form of securities that can be sold or
Performing 9214 14972 pledged for derivatives and other exposures. Thg fair value of such collateral as of year-
- end amounted to SEK 482m (1 218). None of this collateral has been sold or pledged.
Non-performing 4788 4065

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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Liquidity risks

In the summary of maturities, undiscounted contractual cash flows are distributed on the basis of remaining maturities until the agreed time of maturity. For lending to the public,
amortising loans are distributed based on 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

No maturity/

Payable on discount

Remaining maturity 2017 demand < 3 mths. 3 mths.-1 yr 1-5yrs 5-10yrs >10yrs effect Total
Assets

Cash and balances with central banks 136061 136061
Eiisserr\:teg:sbz:isother bills eligible for refinancing 67327 682 7524 72 5292 > 882 82779
Loans to credit institutions 2015 16382 416 692 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 16 462 27797 3371 642 -989 62153
Intangible fixed assets 375 375
Tangible assets 16058 16058
Other assets 14367 1717 12 267 28351
Total 138076 168197 563278 280226 40077 11047 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 65 704
Other liabilities 35857 2358 g 10575 48889
Subordinated liabilities 14 308 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.

Undiscounted contractual cash flows

No maturity/

Payable on discount

Remaining maturity 2016 demand < 3mths. 3mths.—-1yr 1-5yrs 5-10yrs >10yrs effect Total
Assets

Cash and balances with central banks 64193 64193
Ei?]si:ttrxgllshg:isother bills eligible for refinancing 85023 1046 12065 107 1169 3208 102618
Loans to credit institutions 1771 20602 370003 12236 5044 107 409763
Loans to the public 81657 88 088 206 226 41685 12750 430406
Bonds and other interest-bearing securities 4361 17109 49 404 447 1 1925 73247
Shares and participating interests 82 267 82 267
Derivatives 22504 28351 41419 4997 952 -1980 96 243
Intangible fixed assets 435 435
Tangible assets 14539 14539
Other assets 8801 2204 1 9457 20463
Total 65964 222948 506801 321351 52280 14979 109851 1294174
Liabilities

Amounts owed to credit institutions 80212 46 197 2698 169 129276
Deposits and borrowings from the public 565 844 32641 18062 1157 617704
Debt securities in issue 85389 62 424 119409 13966 239 942 282 369
Derivatives 20033 26961 40073 5378 1160 21015 114620
Other liabilities 25482 1805 99 1 3 10206 37596
Subordinated liabilities 12902 14198 154 27 254
Equity 85355 85 355
Total 646056 209742 111950 160907 32247 15600 117672 1294174

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 2017 2016 Turnover during the year 2017 2016

Commercial paper Subordinated liabilities

Opening balance 102186 106811  Openingbalance e72sd] 24613

Issued 1048803 811657  Issued BEED) 4530

Repaid 985541 -gegsgy  Repaid mAl] 2504

Change in exchange rates -15472 12315 Change in market values mc 124

Closing balance 149976 102186  Chanseinexchange rates ek 491
Total subordinated liabilities 25508 27 254

Other interest-bearing bond loans

Opening balance 165 205 154473

Issued 45539 31415

Repurchased -275 -1528

Repaid -44386 -23233

Change in market values -1419 -1992

Change in exchange rates -6792 6070

Closing balance 157872 165205

Structured products

Opening balance 14978 14561

Issued 2833 3695

Repaid -2 504 -3535

Change in market values -471 257

Closing balance 14836 14978

Total debt securities in issue 322684 282369

Market risks

Interest rate risks

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

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

2017 <3 mths. 3-6 mths. 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 4-5yrs 5-10yrs > 10yrs Total

SEK -55 -52 -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

2016 <3 mths. 3-6 mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total

SEK -371 33 -182 -240 48 -64 -170 24 30 -892

Foreign currency 829 11 68 136 -77 -1 -132 =77 92 849

Total 458 43 -114 -104 -29 -65 -302 -53 122 -43

of which financial instruments measured at fair value through profit or loss

2016 <3 mths. 3-6 mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs > 10yrs Total

SEK 95 234 -138 -538 471 58 -59¢2 283 -114 -240

Foreign currency 484 -6 54 117 -33 28 -100 -33 90 601

Total 579 228 -84 -421 438 86 -692 250 -24 361
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Currency risks

Currency distribution

2017 SEK EUR usb 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 141322
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 75543 203591 23972 1104 11710 348192
Other liabilities, not distributed 114593 114593
Equity 87177 87177
Total 916 796 98302 249724 25630 3748 6450 15741 1316391
Other assets and liabilities,

including positions in derivatives 42197 -163973 -22102 3062 37679 -12172

Net position in currency 9785 -71 -23 -3 211 9900

Currency distribution

2016 SEK EUR usb GBP DKK NOK Other Total
Assets

Cash and balances with central banks 18353 27821 17 250 63 581 125 64193
Loans to credit institutions 376698 13981 4383 150 51 4719 9781 409763
Loans to the public 326241 28293 37553 871 5539 4719 27190 430406
Interest-bearing securities 154219 5253 7197 268 8928 175865
Other assets, not distributed 213947 213947
Total 1089 458 75 348 66 383 1021 5921 18947 37 096 1294174
Liabilities

Amounts owed to credit institutions 82792 12098 26709 950 1326 3876 1525 129276
Deposits and borrowings from the public 594628 9999 7772 440 1299 1199 2367 617704
Debt securities in issue and subordinated liabilities 35553 79602 162737 22114 1158 8459 309623
Other liabilities, not distributed 152216 152216
Equity 85355 85355
Total 950544 101699 197218 23504 2625 6233 12351 1294174
Other assets and liabilities,

including positions in derivatives -16504 -130954 -22410 3293 12882 24746

Net position in currency 9847 -119 73 -2 168 9967
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Capital adequacy analysis

Swedbank’s legal capital requirement is based on CRR, but is more specifically limited
by the Basel 1 floor within CRR. TThe SFSA has clarified that the Basel 1 floor, i.e. 80

per cent of the capital requirement according to the Basel 1 rules, will no longer apply
from the 1st of January 2018. The capital requirement for the parent company calcu-
lated according to CRR exceeds the capital requirement according to the Basel 1 floor.

Parent company

For the parent company, the Basel 1 floor therefore does not represent a minimum re-
guirement. The parent company calculates an internally estimated capital requirement.
As of 31 December 2017 the internal capital requirement amounted to SEK 25.6bn.
The capital base amounted to SEK 103.4bn.

Parent company

Capital adequacy 2017 2016 Capital buffer requirement?, % 2017 2016
Common Equity Tier 1 capital 78 687 73361 CET1 capital requirement including buffer requirements 8.5 83
Additional Tier 1 capital 11040 14270 of which minimum CET1 requirement 4.5 45
Tier 1 capital 89 727 87 631 of which capital conservation buffer 2.5 2.5
Tier 2 capital 13683 12 204 of which countercyclical capital buffer 15 13
Total own funds 103410 99 835 CET 1 capital available to meet buffer requirement* 20.7 204
Risk exposure amount 312 647 294210
Common Equity Tier 1 capital ratio, % 25.2 24.9 Parent company
Tier 1 capital ratio, % 28.7 208 Capiltal adeqflacy Basel 1 floor® 2017 2016
Total capital ratio, % 331 339 Capital requirement Basel 1 floor 27 943 29553
Own funds Basel 3 adjusted according to rules
for Basel 1 floor 103 940 100318

Parent company Surplus of capital according to Basel 1 floor 75997 70765
Capital adequacy 2017 2016
Shareholders’ equity according to the balance sheet 87177 85355 Parent company
Anticipated dividend -14515 -14695 Leverage ratio® 2017 2016
Share of capital of accrual reserve 8248 4251 Tier 1 Capital 89 727 87631
Value changes in own financial liabilities -12 -51 Total exposure 979217 1004780
Additional value adjustments? -563 -482 Leverage ratio, % g2 87
Goodwill -725 -72
Intangible assets after deferred tax liabilities -348 -329 1) Adjustment due to the implementation of EBA's technical standards on prudent valu-
Net provisions for reported IRB credit exposures 530 557 atioilzi.oTnhSe objective of these standards is to determine prudent values of fair valued
shares deducted from CETI capital =5 43 2) ggsrectify for underestimation of default frequency in the model for large corporate
Common Equity Tier 1 capital 78 687 73361 exposures, Swedbank has decided to hold more capital until the updated model has
Additional Tier 1 capital 11040 14270 been approved by the Swedish FSA. The amount also includes planned implement-
Total Tier 1 capital 89727 87631 tion of EBA's Guideline on new default definition and increased safety margins.
Tier 2 capital 13683 12204 3) Buffer requirement according to Swedish implementation of CRD IV.
Total own funds 103 410 99835 4) CETll capital ratio as reported Iesg minimum requirement of 4.5% (excluding lbuffer

— - - — reguirements) and less any CET1 items used to meet the Tier 1 and total capital

M|n|mum. capital requirement for credit risks, requirements,
standardised approach D15y 6122 5) Basel 1 floor based on the higher of the Basel 3 capital requirement and 80% of the
Minimum capital requirement for credit risks, IRB 12721 13327 Basel 1 capital requirement. In the latter case, the own funds are adjusted according

Minimum capital requirement for credit risks,
default fund contribution 27 35

Minimum capital requirement for market risks 692 743
Trading book 668 722
of which VaR and SVaR 487 562
of which risks outside VaR and SVaR 181 160
FX risk other operations 24 21
Minimum capital requirement for credit value adjustment 305 420
Minimum capital requirement for operational risks 2825 2853
Additional minimum capital requirement, Article 3 CRR? 2245 37
Minimum capital requirement 25012 23537
Risk exposure amount credit risks, standardised approach 77 459 76530
Risk exposure amount credit risks, IRB 159018 166 590
Risk exposure amount credit risks,
default fund contribution 343 431
Risk exposure amount market risks 8655 9291
Risk exposure amount credit value adjustment 3797 5252
Risk exposure amount operational risks 35317 35659
Additional risk exposure amount, Article 3 CRR? 28058 458
Risk exposure amount 312 647 294210
Common Equity Tier 1 capital ratio, % 25.2 24.9
Tier 1 capital ratio, % 28.7 29.8
Total capital ratio, % 33.1 339
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to CRR article 500.4.
6) Taking into account exemption according to CRR article 429.7, excluding certain
intragroup exposures.

2017

Minimum

Exposure Average risk capital

Credit risks, IRB amount weight, % requirement
Central government or central banks

exposures 249271 1 294

Institutional exposures 65 945 18 934

Corporate exposures 408710 29 9575

Retail exposures 97 650 22 1709

Non credit obligation 2759 95 209

Total credit risks, IRB 824 335 19 12721

2016

Minimum

Exposure Average risk capital

Credit risks, IRB amount weight, % requirement

Institutional exposures 90999 16 1189

Corporate exposures 409 505 30 9956

Retail exposures 91458 23 1714

Non credit obligation 8223 71 468

Total credit risks, IRB 600 185 28 13327
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Parent company Parent company

Minimum capital requirements for market risks 2017 2016 Minimum capital requirement for operational risks 2017 2016
Interest rate risk 641 739 Standardised approach 2825 2853

of which for specific risk 181 159 of which trading and sales 106 158

of which for general risk 460 580 of which retail banking 1715 1764
Equity risk 125 98 of which commercial banking 791 711

of which for general risk 125 98 of which payment and settlement 177 167
Currency risk in trading book 217 202 of which retail brokerage 2 2
Total minimum capital requirement for of which agency services 27 26
risks in trading book* 668 722 of which asset management -32 -17

of which stressed VaR 375 435 of which corporate finance 39 42
Currency risk outside trading book 24 21 Total 2825 2853
Total 692 743

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 2017 Parent company 2016
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 1043965 77 459 6197 1230996 76 530 6122
Central government or central banks exposures 17 185049 70 6
Regional governments or local authorities exposures 69 14 1 23475 60 5
Public sector entities exposures 2 646 4034 46 4
Multilateral development banks exposures 3439 3890 1
International organisation exposures 273 20
Institutional exposures 966 482 654 52 944 642 753 60
Corporate exposures 3453 3323 266 3734 3665 293
Retail exposures 385 287 23 656 490 39
Exposures secured by mortgages on immovable property 2495 873 70 2317 811 65
Exposures in default 2 2
Equity exposures 64012 71624 5730 62321 69787 5583
Other items 6394 684 55 856 846 68
Credit risks, IRB 824 335 159018 12271 600185 166 590 13327
Central government or central banks exposures 249271 3678 294
Institutional exposures 65945 11680 934 90999 14860 1189
Corporate exposures 408710 119682 9575 409 505 124 448 9956
Retail exposures 97 650 21366 1709 91458 21429 1714
of which mortgage lending 12871 2610 209 13949 3014 241
of which other lending 84779 18756 1500 77 509 18415 1473
Non-credit obligation 2759 2612 209 8223 5853 468
Credit risks, Default fund contribution 343 27 431 35
Market risks 8655 692 9291 743
Trading book 8350 668 9026 722
of which VaR and SVaR 6086 487 7030 562
of which risks outside VaR and SVaR 2264 181 19396 160
FX risk other operations 305 24 265 21
Credit value adjustment 15351 3797 305 20138 5252 420
Operational risks 35317 2825 35659 2853
of which standardised approach 35317 2825 35659 2853
Additional risk exposure amount, Article 3 CRR 28058 2245 458 37
Total 1883651 312 647 25012 1851319 294210 23537
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NOTES, PARENT COMPANY

Geographical distribution of revenue

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 and losses on financial items at fair value 1997 -600 6 745 -6 2142
Other income 1555 1 1 45 1603
Total 41736 1760 96 480 1896 211 46179
2016 Sweden Norway Denmark Finland USA Other Total
Interest income 7881 2205 64 27 1070 131 11378
Leasing income 4012 4012
Dividends received 19571 19571
Commission income 8676 390 13 89 52 39 9260
Net gains or losses on financial items at fair value -208 1398 4 -88 2 22 1129
Other income 1288 -2 1 1 20 1308
Total 41220 3991 82 28 1125 212 46 658
The geographical distribution has been allocated to the country where the business was carried out.
Net interest income
2017 2016
Interest income 11424 11378
Leasing income 4361 4012
Interest expenses 3527 3240
Net interest income before depreciation for financial leases 12 258 12150
Depreciation according to plan finance leases 4113 3805
Net interest income after depreciation for financial leases 8145 8345
2017 2016
Interest Average Interest Average
Average income/ annual interest Average income/ annual interest
balance expense rate, % balance expense rate, %
Loans to credit institutions 434230 257 0.06 437938 90 0.02
Loans to the public 428797 10380 2.42 463 391 9691 2.09
Interest-bearing securities 174884 55 0.03 162112 653 0.40
Total interest-bearing assets 1037911 10692 1.03 1063441 10434 0.98
Derivatives 83200 542 106 692 771
Other assets 426 345 4551 372 160 4185
Total assets 1547 456 15785 1.02 1542293 15390 1.00
Amounts owed to credit institutions 187985 843 0.45 222439 335 0.15
Deposits and borrowings from the public 733760 1044 0.14 744241 830 0.11
of which deposit guarantee fees 282 287
Debt securities in issue 360419 4485 1.24 311003 3344 1.08
Subordinated liabilities 28985 1193 4.12 23567 977 4.15
Total interest-bearing liabilities 1311149 7 565 0.58 1301250 5486 0.42
Derivatives 83276 -4 655 112782 -2 647
Other liabilities 66152 617 48544 401
of which stability fee 607 367
Total liabilities 1466577 3527 0.24 1462576 3240 0.22
Equity 80879 79717
Total liabilities and equity 1547 456 3527 0.23 1542293 3240 0.21
Net interest income 12 258 12150
Net interest margin 0.79 0.79
Interest income impaired loans 92 53
Interest income on financial assets at amortised cost 15235 14385
Interest expenses on financial liabilities at amortised cost 8352 5987
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Dividends received

NOTES, PARENT COMPANY

Net gains and losses on financial

items at fair value

2017 2016
Shares and participating interests 279 58 2017 2016
Investments in associates 1543 358 Valuation category, fair value through profit or loss
Investments in Group entities! 15183 19114 Trading and derivatives
Total D005 19571 Shares and related derivatives 239 414
Pof which, through Group contributions 122z 9455 Interest-bearing instruments and related derivatives 916 145
Total 1155 559
. . Other
Net commissions Shares and related derivatives 46 460
Commission income 2017 2006 02 8 ~29
- Financial liabilities -3 -2
Payment processing 1478 1444
Cards 3360 3172 Lot 3> 429
Service concepts 569 519 Hedge accounting at fair value
Asset management and custody 1771 1501 Hedging instruments -799 -367
Life insurance 437 411 Hedged item 817 337
Securities 530 537 Total 18 -30
Corporate finance 133 272 Financial liabilities valued at amortised cost -2 -3
Lending 739 777 Change in exchange rates 936 175
Guarantee 166 143 Total 2142 1130
Deposits 41 44
Non-life insurance 58 55
Other commission income 362 385 .
Total 9644 9259 Other income
Commission expenses 2017 2016 - 017 2016
Payment processing -917 -846 IT services — 1150 946
Cards Z1777 1575 Other operating income 453 362
Service concepts -12 -15 Total 1603 1308
Asset management and custody -86 -75
Securities -225 -200
Lending and guarantees =59 =75
Other commission expenses -119 -89
Total -3195 -2875
Net commissions 2017 2016
Payment processing 561 598
Cards 1583 1597
Service concepts 557 504
Asset management and custody 1685 1426
Life insurance 437 411
Securities 305 337
Corporate finance 133 272
Lending 680 702
Guarantee 166 143
Deposits 41 44
Non-life insurance 58 55
Other commission income 243 296
Total 6449 6384
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NOTES, PARENT COMPANY

Staff costs
Total staff costs 2017 2016 Number of performance rights that establish the recognised
Salaries and remuneration 4814 4581 share based expense, millions 2017 2016
Compensation through shares in Swedbank AB 213 270 Qutstanding at the beginning of the period o2 87
Social insurance charges 1619 1545 A”Ott.Ed 0e 13
Pension costs 1141 1134 Forfm\ted s 08
Training costs 94 91 Exercised 19 33
Other staff costs 266 >34 Outstanding at the end of the period 3.8 53
Total 8147 7855 Exercisable at the end of the period 0 0
; ; Weighted average fair value per performance right at
of which variable staff costs 324 488
measurement date, SEK 185 151
Weighted average remaining contractual life, months 12 9
Variable Compensation Programme 2012-2017 2017 2016 \yeighted average exercise price per performance right, SEK! 0 0
Programme 2012
Recoanised expense for compensation that is settled with 1) Applicable for the following groups; outstanding at the beginning of the period,
sharegs in Swedpbank AB P 2 granted during the period, forfeited during the period, exercised during the period,
- . 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 -30
Programme 2013 o
Board of directors, President and Other
Recognlised expense for compensation that is settled with 2017 equivalelnt senior exelcuti‘,es employees
shares in Swedbank AB 8 69 Salaries and
Recognised expense for social charges related to the share Number of other  Variable Salaries and
settled compensation 7 50 Countries persons remunerations pay variable pay Total
Programme 2014 Sweden 29 89 9 4483 4581
Recognised expense for compensation that is settled with Denmark 22 22
shares in Swedbank AB 53 83 Norway 191 191
Recognised expense for social charges related to the share USA 28 28
settled compensation 18 45 Finland 30 30
Programme 2015 Luxemburg 19 19
Recognised expense for compensation that is settled with China 15 15
shares in Swedbank AB 85 44 Estonia 45 45
Recognised expen;e for social charges related to the share Latvia oo 5
settled compensation 12 22 - -
- - Lithuania 71 71
Recognised expense for cash settled compensation 4
- Total 29 89 9 4929 5027
Recognised expense for payroll overhead costs related to
the cash settled compensation 6
Programme 2016 Board of directors, President and Other
Recognised expense for compensation that is settled with 2016 equivalent senior executives employees
shares in Swedbank AB 47 54 ber of Salaries ahnd o | .
- - Number of other  Variable Salaries an
Recognised expen;e for social charges related to the share Countries persons remunerations pay variable pay Total
settled Fompensat|on . 13 15 Sweden 33 86 10 4251 4347
Recogn!sed expense for cash settled compensation -8 73 Denmark o1 51
Recognised expense for payvroll overhead costs related to Norway 311 311
the cash settled compensation 2 31
USA 29 29
Programme 2017
. . ) ) Finland 38 38
Recognised expense for compensation that is settled with
shares in Swedbank AB 70 Luxemburg 23 23
Recognised expense for social charges related to the share China 15 15
settled compensation 20 Estonia 19 19
Recognised expense for cash settled compensation 33 Latvia 14 14
Recognised expense for payroll overhead costs related to Lithuania 34 34
the cash settled compensation 14 Total 33 86 10 4755 4851
Total recognised expense 324 488
Board members, President and equivalent senior executives 2017 2016
Costs during the year for pensions and similar benefits 27 29
No. of persons 17 24
Granted loans, SEKm 84 89
No. of persons 19 19
2017 2016
Distribution by gender % Female Male Female Male
All employees 56 44 56 44
Directors 44 56 50 50
Other senior executives, incl. President 40 60 32 68
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Other general administrative expenses Credit impairments
2017 2016 2017 2016
Rents, etc. 893 860 Provisions for loans that individually are assessed
IT expenses 2125 1847 a im‘p‘aired
Telecommunications, postage 94 79 Provisions 859 1343
Consulting 495 373 Reversal of previous provisions -193 -320
Other outside services 628 565 Provision for homogenous groups of impaired loans, net 19 -3
Travel 172 151 Total 685 1020
Entertainment 33 32 Portfolio provisit_)ns ft_Jr loans that individually are
not assessed as impaired -16 114
Office supplies 76 88
Advertising, public relations, marketing 215 182 Write-offs
Security transports, alarm systems 44 43 Established losses 355 627
Maintenance 98 97 Utilisation of previous provisions -150 -545
Other administrative expenses 210 207 Recoveries -67 -50
Other operating expenses 63 109 Total 138 32
Total 5146 4633 Credit impairments for contingent liabilities and
other credit risk exposures 501 233
Remuneration to Auditors elected by Annual General Credit impairments 0308 1339
Meeting, Deloitte AB 2017 2016
Statutory audit 22 18 Credit impairments by valuation category
Other audit 6 6 Loans and receivables 830 1245
Other 1 6 Fair value through profit or loss 478 154
Total 29 30 Total 1308 1399
Internal Audit, not Deloitte AB 61 58
Credit impairments by borrower category
Credit institutions -1
General public 1309 1399
Depreciation/amortisation and Total 1308 1399

impairments of tangible and intangible

fixed assets ; ; o
Impairments of financial fixed assets

2017 2016
Depreciation/amortisation 2017 2016
Equipment 208 187 Investments in Group entities
Intangible fixed assets 131 440 Cerdo Bankpartner Aktiebolag, Helsingborg 54
Lease objeccts 4113 3805 Ektornet AB, Stockholm 4 11
Total 4 452 4 432 FR &R Invest AB, Stockholm 9 18
Impairments FRIR RUS 000, Moskva 1
Intangible fixed assets 80 Swedbank (Luxembourg) S.A., Luxembourg 5
Lease objects 12 6 Total 13 89
Total 92 6 Loans comprising net investment
Total 4544 4438 FRIR RUS 000, Moskva -9
Total -9
Total 13 80
Appropriations
Untaxed reserves 2017 2016
Accelerated depreciation, equipment 368 214
Tax allocation reserve, reversal/allocation -28
Total 368 186
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Tax
Tax expense 2017 2016
Tax related to previous years -17 -132
Current tax 3779 2 606
Deferred tax -37 20
Total 3725 2494
2017 2016
SEKm per cent SEKm per cent

Results 3725 18.7 2494 114
22.0 % of pre-tax profit 4385 22.0 4829 22.0
Difference 660 3.3 2335 10.6
The difference consists of the following items
Tax previous years 17 0.1 132 06
Tax -exempt income/non-deductible expenses -288 -15 -90 -04
Non-taxable dividends 982 49 2213 101
Non-deductible goodwill impairment -9 -22 -0.1
Tax-exempt capital gains and appreciation in value of shares and participating interests 1 102 04
Standard income tax allocation reserve -4 -6
Non-deductible impairment of financial fixed assets -3 7
Deviating tax rates in other countries -36 -0.2 -1
Total 660 3.3 2335 10.6
2017

Exchange
Deferred Opening Income 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
2016

Exchange
Deferred Opening Income rate Closing
tax assets balance statement Equity differences balance
Deductible temporary differences
Provisions for pensions 105 2 107
Share related compensation 67 -13 54
Intangible assets -55 21 -34
Other 80 -43 -31 6
Total deferred tax assets 197 -20 -13 -31 133
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Treasury bills and other bills eligible for refinancing with central banks etc.

Carrying amount

Amortised cost

Nominal amount

2017 2016 1/1/2016 2017 2016 1/1/2016 2017 2016 1/1/2016
Valuation category, fair value through profit or loss
Trading
Swedish government 10611 9302 61408 10670 8620 61471 8910 7818 61408
Swedish municipalities 4449 4584 3644 4412 4543 3656 4392 4514 3644
Foreign governments 2163 2279 3534 2159 2 260 2995 2155 2245 3534
Other non-Swedish issuers 553 848 1945 553 849 1944 550 844 1945
Total 17776 17613 70531 17794 16272 70066 16007 15421 70531
Valuation category, held to maturity?*
Swedish central bank 65003 85005 65003 85005 65000 85000
Total 65003 85 005 65003 85005 65000 85000
Total 82779 102618 70531 82797 101277 70066 81007 100421 70531
1) The fair value of held-to-maturity investments amounted to SEK 65 000m (85 009).
Loans to credit institutions Loans to the public

2017 2016 1/1/2016 2017 2016 1/1/2016
Valuation category, loans and receivables Valuation category, loans and receivables
Swedish banks 4087 4772 59510  Swedish public 297 984 305179 306834
Swedish credit institutions 429179 384 766 344 668 Foreign public 75 544 75 842 73573
Change in value due to hedge accounting Total 373528 381021 380407
at fair value 7 36
Foreign banks 10 780 12 866 13602 g?:z:;ion category, fair value through profit
Foreign credit institutions 2444 6500 5304 Trading
Total 161500 408911 423120 Swedish public, repurchase agreements 10669 18282 4612
Valuation category, fair value through profit Foreign public, repurchase agreements 14347 30543 30028
or loss
Trading Other
Swedish credit institutions, repurchase Swedish public 1ee 560 1435
agreements 3187 235 1051 Total 25138 49 385 36 075
Foreign banks, repurchase agreements 46 617 387 Total 398666 430406 416482
Egifr:;i?t institutions, repurchase 537 The maximum credit risk exposure for lending measured at fair value corresponds to

the carrying amount.

Total 3233 852 1975
Total 449733 409763 425095
Subordinated loans 2017 2016 1/1/2016
Subsidiaries 4000
Associates 620 620
Other companies 50 53 48
Total 670 4673 48
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Bonds and other interest-bearing securities

Issued by other than public agencies Carrying amount

Amortised cost

Nominal amount

2017 2016 1/1/2016 2017 2016 1/1/2016 2017 2016 1/1/2016
Valuation category, fair value through profit or loss
Trading
Swedish mortgage institutions 32135 39492 40 044 32118 39423 39898 31272 38230 38613
Swedish financial entities 8541 11734 20589 8444 11572 20293 8333 11341 19926
Swedish non-financial entities 2608 1612 2022 2614 1596 1964 2586 1592 2018
Foreign financial entities 6 646 9310 12138 6612 9236 12067 6 565 9189 11956
Foreign non-financial entities 5336 7475 8231 5311 7427 7974 5274 7 345 8024
Total 55 266 69623 83024 55099 69 254 82196 54030 67 697 80537
Valuation category, held to maturity?*
Foreign mortgage institutions 164 164 160
Foreign banks 3277 3624 3693 3277 3624 3693 3277 3624 3693
Total 3277 3624 3857 3277 3624 3857 3277 3624 3853
Total 58543 73 247 86 881 58376 72878 86 053 57 307 71321 84 390
1) The fair value of held-to-maturity investments amounted to SEK 3 277m (3 624).

Shares and participating interests
Carrying amount Cost
2017 2016 1/1/2016 2017 2016 1/1/2016

Valuation category, fair value through profit or loss
Trading
Trading stock 18186 12081 8637 17 584 11414 8880
Fund shares 1018 11398 2113 999 10846 1930
Other
Other shares 356 160 63 331 149 59
Total 19560 23639 10813 18914 22409 10869
Valuation category, available for sale
Condominiums 2 7 45 2 45
Other 7 8 22 7 8 22
Total 9 15 67 9 15 67
Total 19569 23654 10880 18923 22424 10936

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 2017 2016 1/1/2016
Credit institutions 1944 1944 1944
Other associates 143 55 51
Total 2087 1999 1995
Opening balance 1999 1995 1986
Additions during the year 88 7 10
Impairments during the year -1
Sold during the year -3
Closing balance 2087 1999 1995
Corporate Carrying Share of capital,
Corporate identity, domicile identity number Number amount Cost %
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, Bords 516401-9852 950 000 288 288 48
Vimmerby Sparbank AB, Vimmerby 516401-0174 340000 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, Stockhaolm 556630-4928 12735 4 24 28
Getswish AB, Stockholm 556913-7382 10000 19 21 20
Rosengard Invest AB, Malmd 556756-0528 5625 3 10 25
Upplysningscentralen, Stockholm 556137-5113 2000 20
Total 143 174
Total 2087 2117

The share of the voting rights in each entity corresponds to the share of its equity. All shares and participating interests are unlisted.
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Investments in Group entities

Fixed assets 2017 2016 1/1/2016
Swedish credit institutions 24208 20208 17 806
Foreign credit institutions 29196 29109 32345
Other entities 8612 7297 7299
Total 62 016 56614 57 450
Opening balance 56614 57 450 58 343
Additions during the year 5415 2623 920
Impairments during the year -13 -89 -149
Disposals during the year -3370 -1664
Closing balance 62 016 56614 57 450
Corporate identity Carrying Share of capital,
Corporate identity, domicile number Number amount Cost %
Swedish credit institutions
Swedbank Mortgage AB, Stockholm 556003-3283 23000000 24073 24073 100
Olands Bank AB, Borgholm 516401-0034 780000 135 135 60
Total 24208 24208
Foreign credit institutions
Swedbank AS, Tallinn 10060701 85000 000 18 364 18364 100
Swedbank AS, Riga 40003074764 575000 000 4205 4205 100
Swedbank AB, Vilnius 112029651 164 008 000 6 546 6 546 100
Swedbank First Securities LLC, New York 20-416-7414 100 48 89 100
Swedbank (Luxembourg) S.A., Luxembourg 302018-5066 300000 15 143 100
Swedbank Management Company S.A., Luxembourg B149317 250000 18 27 100
Total 29196 29374
Other entities
ATM Holding AB, Stockholm 556886-6692 350 40 47 70
Ektornet AB, Stockholm 556788-7152 5000 000 152 1961 100
FR &R Invest AB, Stockholm 556815-9718 10000 000 34 50 100
Payex Holding AB, Stockholm 556714-2798 500000 1272 1272 100
Sparframjandet AB, Stockholm 556041-9995 45000 5 5 100
Sparia Group Forsakring AB, Stockholm 516406-0963 70000 146 146 100
Swedbank Franchise AB, Stockholm 556184-2120 1000 279 279 100
Swedbank Férsakring AB, Stockholm 516401-8292 150000 3352 3351 100
Swedbank och Sparbankernas Mobile Solutions AB, Stockholm 556891-5283 100 100
Swedbank Robur AB, Stockholm 556110-3895 10 000 000 3306 3301 100
Other 1105 26 62
Total 8612 10474
Total 62 016 64 055

The share of the voting rights in each entity corresponds to the share of its equity. All entities are unlisted.
During 2017 Swedbank aquired the subsidiary PayEx Holding AB for SEK 1 272m transaction cost included. Capital contribution was paid to Swedbank Hypotek AB

of SEK 4 000m.

In 2016 a capital contribution was paid to Swedbank Hypotek AB amounted to 2 450 m. Swedbank AS in Latvia repaid share capital of 3 320 m. Moreover Frispar

Foretagskredit AB was merged.
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NOTES, PARENT COMPANY

Derivatives
Nominal amount/
remaining contractual maturity Nominal amount Positive fair value Negative fair value
<1lyr 1-5yrs. >5yrs. 2017 2016 1/1/2016 2017 2016 1/1/2016 2017 2016 1/1/2016

Derivatives in hedge
accounting

Fair value hedges,
interest rate

swaps 14743 111809 3983 130535 130227 122990 950 1925 2227 498 359 152
Non-hedging
derivatives 5847591 5268596 1041652 12157839 11016851 10597976 70816 106155 110024 78089 127966 113197
Gross amount 5862334 5380405 1045635 12288374 11147078 10720966 141632 108080 112251 156178 127966 113349
Offset amount (see
also note P40) -1745771 -1603820 -388745 -3738336 -3332268 -3604607 -9613 -11837 -13951 -12884 -13705 -14841
Total 4116563 3776585 656890 8550038 7814810 7116359 62153 96243 98300 65704 114620 98508
Non-hedging
derivatives

Interest-rate-
related contracts

Options held 203950 378797 131871 714618 479254 409 449 1665 2402 2304 1550 2287 2012
Forward contracts 2 488 655 994013 3482668 3387207 4423320 376 580 1429 360 547 1613
Swaps 1773682 3418511 799799 5991993 4407228 4092194 41127 59579 66709 43872 61691 69085
Currency-related
contracts
Options held 59788 289 60077 74 454 54807 315 632 858 337 749 970
Forward
contracts 1075963 21098 12 1097073 1090 344 950435 7973 12528 8300 10151 15394 11331
Swaps 178928 439444 99198 717570 542 486 600478 10358 13101 27768 14986 21962 26770
Equity-related
contracts
Options held 42349 15260 10772 68381 1017382 47 743 8659 17235 2406 6515 25011 1049
Forward
contracts 10447 10448 7733 5689 190 68 81 96 64 160
Swaps 13534 496 14030 8762 8597 124 16 132 198 246 142
Credit-related
contracts
Swaps 295 688 982 2001 5263 30 14 37 25 15 65
Total 5847591 5268596 1041652 12157839 11016851 10597976 70816 106155 110024 78089 127966 113197

Intangible fixed assets

2017 2016
Customer Customer

Goodwill base Other Total Goodwill base Other Total
Cost, opening balance 3439 130 1091 4660 3439 130 1118 4687
Additions through separate acquisitions 143 143 53 53
Sales and disposals -36 -36 -80 -80
Cost, closing balance 3439 130 1198 4767 3439 130 1091 4 660
Amortisation, opening balance -3367 -64 -570 -4 001 -3018 -55 -491 -3564
Amortisation for the year -57 -9 -66 -132 -349 -9 -82 -440
Sales and disposals 21 21 3 3
Amortisation, closing balance -3424 -73 -615 -4112 -3367 -64 -570 -4 001
Impairments, opening balance -223 -223 -223 -223
Impairments for the year -57 -23 -80
Sales and disposals 23 23
Impairments, closing balance -57 -223 -280 -223 -223
Carrying amount 15 360 375 72 66 297 435

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

Fixed assets 2017 2016
Cost, opening balance 22717 21650
Additions 8341 7357
Sales and disposals -6328 -6290
Cost, closing balance 24730 22717
Depreciation, opening balance -8676 -8647
Depreciation for the year -4113 -3805
Sales and disposals 3556 3777
Depreciation, closing balance -9233 -8676
Impairments, opening balance -25 -47
Impairments for the year -12 -6
Sales and disposals 6 28
Impairments, closing balance -31 -25
Carrying amount 15 466 14016
2017 <lyr 1-5yrs >5yrs Total
Future minimum lease payment 4578 8100 3451 16129
The residual value of all lease assets is guaranteed by lessees or third parties. The lease assets are depreciated over the lease term according to the annuity method.
The lease assets primarily consist of vehicles and machinery. The lease payments do not contain any variable fee.
Tangible assets
2017 2016
Fixed assets Fixed assets

Equipment Equipment
Cost, opening balance 2135 2248
Additions 301 213
Sales and disposals -125 -326
Cost, closing balance 2311 2135
Depreciation, opening balance -1612 -1722
Depreciation for the year -208 -187
Sales and disposals 101 297
Depreciation, closing balance -1719 -1612
Carrying amount 592 523

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
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NOTES, PARENT COMPANY

Other assets Debt securities in issue
2017 2016  1/1/2016 2017 2016  1/1/2016
Security settlement claims 9785 4442 10816 Valuation category, other financial liabilities
Group contributions 12 267 9457 7624 Commercial papers 149976 102186 106811
Other financial assets 2344 1685 1693 Other interest-bearing bond loans 158 060 164761 154076
Othe non-financial assets 54 115 1 Change in value due to hedge accounting
Total 24450 15699 20134  atfairvalue -188 445 397
Total 307 848 267 392 261 284
Valuation category, fair value through profit
or loss
Prepaid expenses and accrued income Trading
Other 14836 14977 14561
2017 2016 1/1/2016 Total 14836 14977 14561
Accrued interest income 1074 1486 2076  Total 322684 282369 275845
Other loes 1371 1177 Turnover of debt securities in issue is reported in note P2 Liquidity risks, page 146.
Total 2399 2857 3253

Amounts owed to credit institutions

2017 2016 1/1/2016
Valuation category, loans and receivables
Swedish banks 20532 23868 85731
Swedish credit institutions 26223 58 051 71038
Foreign banks 47 839 46719 63184
Foreign credit institutions 512 625 214
Total 95 106 129263 220167
Valuation category, fair value through profit
or loss
Trading
Swedish credit institutions, repurchase
agreements 816
Foreign banks, repurchase agreements 13
Total 13 816
Total 95106 129276 220983

Deposits and borrowings from the public

2017 2016 1/1/2016
Valuation category, other financial liabilities
Deposits from Swedish public 644517 596 589 553631
Deposits from foreign public 18099 10223 41398
Total 662616 606812 595029
Valuation category, fair value through profit
or loss
Trading
Deposits from Swedish public,
repurchase agreements 8707 10892 2798
Deposits from foreign public,
repurchase agreements 1485
Other*
Deposits from Swedish public 164
Total 8707 10892 4447
Total 671323 617704 599476
Y nominal amount amounts to 156

Other liabilities

2017 2016 1/1/2016

Security settlement liabilities 5242 4735 11876
Short position in shares 234 96 247
of which own issued shares 199 33 78
Short position in interest-bearing securities 14224 11519 7 945
Other 14284 6964 7618
Total 33985 27 686 27 685

Accrued expenses and prepaid income

2017 2016 1/1/2016
Accrued interest expenses 1447 1817 1831
Other 1510 1713 2239
Total 2957 3530 4070

Provisions

2017 2016  1/1/2016
Pensions 17
Provisions for guarantees 100 98 21
Restructuring provision 300 44
Other 22 30 207
Total 422 172 245

In 2017 a new restructuring provision was

recognised of SEK 300m due to changes in

the IT organisation. In 2016 a new restructuring provision was recognised of SEK 44m
related to the business segment Large Corporates & Institutions.
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Subordinated liabilities

2017 2016 1/1/2016
Valuation category, other financial liabilities
Subordinated loans 14349 12703 12382
Change in the value due to hedge
accounting at fair value 73 222 265
Total subordinated loans 14 422 12925 12 647
Undated subordinated loans 11053 14116 11585
of which Tier 1 capital contribution 11053 14116 11585
Change in the value due to hedge
accounting at fair value 83 213 381
Total undated subordinated loans 11 086 14 329 11966
Total 25508 27 254 24613

Swedbank has outstanding USD 1 250m Additional Tier 1 capital (AT1), which is
perpetual with a call option after five years. The instrument has a mandatory conver-
sion feature to ordinary shares if the Swedbank AB'’s regulatory capital decreases to

a certain level.

Specification of subordinated liabilities
Fixed-term subordinated loans

Right to prepayment

Nominal amount,

Carrying amount,

Maturity for Swedbank AB Currency million SEKm  Coupon interest, %
1989/2019 SEK 111 120 11,00
2013/2023 2018 SEK 395 395 3m Stibor
2013/2023 2018 SEK 142 142 3m Stibor
2014/2024 2019 EUR 750 7 442 2,38
2017/2027 2022 EUR 650 6324 1,00
Total 14 422
Undated subordinated loans approved by the Swedish Financial Supervisory
Authority as Tier 1 capital contribution

Right to prepayment Nominal amount, Carrying amount,
Maturity for Swedbank AB Currency million SEKm  Coupon interest, %
2008/undated 2018 SEK 873 1005 8,28
2015/undated 2020 usb 750 6066 5,50
2016/undated 2022 usb 500 4015 6,00
Total 11 086

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.

Swedbank Annual and Sustainability Report 2017



163

Untaxed reserves

Accumulated

NOTES, PARENT COMPANY

Equity

. 2017 2016 1/1/2016
accelerated Tax allocation
depreciation reserve Total Restricted equity
Opening balance 2016 4542 5479 10021 Share capital, ordinary shares 24904 24904 24904
Allocation/Reversal 214 -28 186 Statutory reserve 5968 5968 5968
Closing balance 2016 4756 5451 10 206 Total 30872 30872 30872
Opening balance 2017 4756 5451 10 206
- Non-restricted equity
Allocation/Reversal 368 368 .
- Share premium reserve 13206 13206 13206
Closing balance 2017 5124 5451 10575 - -
Retained earnings 43099 41277 33304
i Total 56 305 54483 46 510
Tax allocation reserve 2017 2016 1/1/2016 -
Total equity 87177 85 355 77 382

Allocation 2010 28

Allocation 2011 1862 1862
Allocation 2012 3538 3538 3538
Allocation 2013 51 51 51
Allocation 2017 1862

Total 5451 5451 5479

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 according to the definition in IAS 39 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 demaonstrates 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 values. 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. When there is no 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

Changes in equity for the period and the distribution according to IFRS are indicated in
the statement of changes in equity.

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 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 adjust-
ments. This is done to correctly reflect the parameters in the financial instruments

and which will be reflected 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). In cases where the model risk

is considered reliable, an assessment is also made whether a fair value adjustment is
necessary given the model risk.

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 wheth-
er 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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2017 2016 1/1/2016
Carrying Carrying Carrying
Fair value amount Difference Fair value amount Difference Fair value amount Difference
Assets
Financial assets covered by IAS 39
Cash and balances with central banks 136061 136061 64193 64193 131859 131859
Treasury bills etc. 82776 82779 -3 102623 102618 5 70531 70531
of which fair value through profit or loss 17776 17776 17613 17613 70531 70531
of which investments held to maturity 65000 65003 -3 85010 85005 5
Loans to credit institutions 449733 449733 409763 409763 425095 425095
of which loans receivables 446 501 446 501 408911 408911 423120 423120
of which fair value through profit or loss 3232 3232 852 852 1975 1975
Loans to the public 398 666 398 666 430 406 430 406 416 482 416 482
of which loan receivables 373528 373528 381021 381021 380 407 380 407
of which fair value through profit or loss 25138 25138 49 385 49385 36075 36075
Bonds and interest-bearing securities 58543 58543 73247 73247 86 881 86 881
of which fair value through profit or loss 55266 55266 69623 69623 83024 83024
of which investments held to maturity 3277 3277 3624 3624 3857 3857
Shares and participating interest 19569 19569 23654 23654 10880 10880
of which fair value through profit or loss 19560 19560 23639 23639 10813 10813
of which available for sale 9 9 15 15 67 67
Derivatives 62153 62153 96 243 96 243 98 300 98 300
Other financial assets 25470 25470 17154 17 154 22209 22209
Total 1232971 1232974 -3 1217283 1217278 5 1262237 1262237
2017 2016 1/1/2016
Carrying Carrying Carrying
Fair value amount Difference Fair value amount Difference Fair value amount Difference
Liabilities
Financial liabilities covered by IAS 39
Amounts owed to credit institutions 95106 95106 129276 129276 220983 220983
of which other financial liabilities 95107 95107 129264 129264 220167 220167
of which fair value through profit or loss -1 -1 13 13 816 816
Deposits and borrowings from the public 671323 671323 617704 617 704 599 476 599 476
of which other financial liabilities 662616 662616 606812 606 812 595029 595029
of which fair value through profit or loss 8707 8707 10892 10892 4447 4447
Debt securities in issue, etc 324662 322684 1978 283452 282 369 1084 274952 275845 -893
of which other financial liabilities 309 826 307 848 1978 268475 267 391 1084 260391 261284 -893
of which fair value through profit or loss 14836 14836 14977 14977 14561 14561
Subordinated liabilities 25525 25508 17 27 254 27 254 24626 24613 13
of which other financial liabilities 25525 25508 17 27 254 27 254 24 626 24613 13
Derivatives 65704 65704 114620 114620 98 508 98 508
Short positions securities 14459 14459 11614 11614 8192 8192
of which fair value through profit or loss 14 459 14 459 11614 11614 8192 8192
Other financial liabilities 20972 20972 13517 13517 21327 21327
Total 1217751 1215756 1995 1197438 1196354 1084 1248064 1248944 -880

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
paper and standardised derivatives, where the quoted price is used in the valuation.
Securities in issue traded on an active market are included in this category as well.

Level 2 primarily contains less liquid bonds that are valued on a curve, lending, funding
and derivatives measured on the basis of observable inputs. For less liquid bond holdings,
an adjustment is made for the credit spread based on observable market inputs such as the
market for credit derivatives. For loans to the public where there are no observable market
inputs for credit margins at the time of measurement, the credit margin of the last transac-
tion executed with the same counterparty is used. Securities in issue that are not quoted but
measured according to quoted prices for similar quoted bonds are also included on level 2.

Level 3 contains other financial instruments where internal assumptions have a sig-
nificant effect on the calculation of fair value. Level 3 primarily contains unlisted equity
instruments and illiquid options. Level 3 includes the strategic equity positions which
were purchased 2017 in Mina Tjdnster AB, Kepler Chevreaux and Nordic Credit Rating
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AS. In connection with the sale of shares in VISA Europe convertible preference shares
in VISA Inc. were obtained. The shares are subject to selling restrictions for a period of
up to 12 years and under certain conditions may have to be returned. 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 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
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options in level 3, it is unlikely that the fair value would be affected more than +/- SEK
3m. When valuation models are used to determine the fair value of financial instru-
ments 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 valu-
ation model, so called ‘day1-profits or losses’, the valuation model is calibrated against

NOTES, PARENT COMPANY

the transaction price. As of year-end there were no cumulative differences that were
not recognised through profit or loss.
Transfers between fair value hierarchy levels are reflected as taking place at the end
of each quarter. During the years ended 2017 and 2016, 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 year-
end distributed by valuation method.

2017 2016
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 13015 4761 17776 12185 5429 17613
Loans to credit institutions 3232 3232 852 852
Loans to the public 25138 25138 49385 49385
Bonds and interest-bearing securities 29301 25965 55 266 36 702 32921 69623
Shares and participating interest 19204 366 19569 23435 68 152 23654
Derivatives 148 61979 26 62 153 125 96 053 65 96 243
Total 61 668 121 075 392 183134 72 446 184 707 217 257 370
Liabilities
Amounts owed to credit institutions -1 -1 13 13
Deposits and borrowings from the public 8707 8707 10892 10892
Debt securities in issue, etc 14836 14836 14977 14977
Derivatives 193 65511 65704 72 114547 114620
Short positions securities 14 459 14 459 11614 11614
Total 14652 89 053 103 705 11687 140 429 152116
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 1 to Level 3 -14 -14
Gains or loss 26 12 38
of which in the income statement, net gains and losses on financial items at fair value 26 12 38
of which are changes in unrealised gains or losses for items held at closing day B 3
Closing balance 366 26 392
Changes in level 3 2016
Assets
Equity instruments Derivatives Total
Opening balance 67 114 181
Acquisitions 4 4
Received VISA Inc. C shares 62 62
Sales of assets -55 -55
Maturities -19 -19
Issued 1 1
Transferred from Level 3 to Level 2 -8 -8
Transferred from Level 1 to Level 3 63 63
Gains or loss 11 -23 -12
of which in the income statement, net gains and losses on financial items at fair value 11 -23 -12
of which are changes in unrealised gains or losses for items held at closing day 17 -19 -2
Closing balance 152 65 217

Swedbank Annual and Sustainability Report 2017



166

NOTES, PARENT COMPANY

Financial instruments at amortised cost
The following tables distribute fair values by the three valuation levels for financial instruments at amortised cost.

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 65 000 823 305 888 305
Liabilities
Amounts owed to credit institutions 95106 95106 95106
Deposits and borrowing from the public 662615 662 615 662 615
Debts securities in issue 307 848 309 826 309 826
Subordinated liabilities 25508 25525 25525
Total 1091077 1093072 1093072

2016
Fair value

Carrying amount Level 1 Level 2 Total
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc 85005 85010 85010
Loans to credit institutions 408911 408911 408911
Loans to the public 381021 381021 381021
Bonds and other interest-bearing securities 3624 3624 3624
Total 878561 85010 793 556 878 566
Liabilities
Amounts owed to credit institutions 129 264 129 264 129 264
Deposits and borrowing from the public 606812 606812 606 812
Debts securities in issue 267391 268475 268475
Subordinated liabilities 27 254 27 254 27 254
Total 1030721 1031804 1031804
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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), security settlement claims and securities loans.

2017 2016
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 or similar agreements 1945 1945 2483 2483
Financial assets, which have been offset or are subject to
netting or similar agreements 60209 28248 40 88497 93760 49677 435 143872
Net amount presented in the balance sheet 62 154 28248 40 90 442 96 243 49677 435 146 355
Financial assets, which have been offset or are subject
to netting or similar agreements
Gross amount 69822 37 656 40 107518 105597 54180 435 160212
Offset amount -9613 -9408 -19021 -11837 -4 503 -16 340
Net amount presented in the balance sheet 60 209 28248 40 88 497 93760 49677 435 143872
Related amount not offset in the balance sheet
Financial instruments, netting agreements 31352 7797 39149 44 865 10383 55248
Financial instruments, collateral 482 20354 40 20876 1089 39293 435 40817
Cash, collateral 9028 9028 12676 12676
Total amount not offset in the balance sheet 40 862 28151 40 69053 58 630 49676 435 108741
Net amount 19347 97 19444 35130 1 35131
Reverse Reverse
repurchase Securities repurchase Securities
Liabilities Derivatives  agreements borrowing Total Derivatives  agreements borrowing Total
Financial liabilities, which not have been offset or are subject
to netting or similar agreements 1724 1724 2913 2913
Financial liabilities, which have been offset or are subject to
netting or similar agreements 63979 8707 74 72760 111707 10905 10 122622
Net amount presented in the balance sheet 65703 8707 74 74 484 114620 10905 10 125535
Financial liabilities, which have been offset or are subject to
netting or similar agreements
Gross amount 76863 18115 74 95052 125412 15408 10 140830
Offset amount -12884 -9408 -22292 -13705 -4 503 -18208
Net amount presented in the balance sheet 63979 8707 74 72760 111707 10 905 10 122622
Related amount not offset in the balance sheet
Financial instruments, netting agreements 31352 7797 39149 44 865 10383 55248
Financial instruments, collateral 2912 905 74 3891 3860 521 10 4391
Cash, collateral 9340 9340 13775 13775
Total amount not offset in the balance sheet 43604 8702 74 52 380 62 500 10 904 10 73414
Net amount 20375 5 20380 49 207 1 49 208
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Specification of adjustments for
non-cash items in operating activities

Board of Directors that the size of the equity, even after the proposed dividend, is rea-
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

2017 2016
- — business on the size of the parent company’s and the Group's equity as well as on the
Amortised origination fees 542 570 parent company’s and the Group’s balance sheets, liquidity and financial positions.
Unrealised changes in value/currency changes 222 15411
Depreciation of tangible and intangible fixed assets 4452 4438
Impairment of fixed assets 105 80 . o opege
Creditimpairment 308 399 Assets plqued, contingent liabilities
Dividend Group entities 13356 -18912 and commitments
Prepaid expenses and accrued income 457 396
— Assets pledged
Accrued expenses and prepaid income -573 -540 .
Assets pledged for own liabilities 2017 2016 1/1/2016
Share based payments to employees 214 270 —
- - - - Government securities and bonds pledged
Capital gains/losses on financial assets -22 -504 with the Riksbank 8047 8121 10648
Other -10 -17 Government securities and bonds pledged
Total -7745 1451 with foreign central banks 6229 6434 12772
Government securities and bonds pledged for
liabilities to credit institutions, repurchase
agreements 3856 3062 1244
o . . . oge Government securities and bonds pledged
D“"dend pald and proposed dlSpOSItlon for deposits from the public, repurchase
of earnings agreements 7 260 5687 2310
Cash 4484 10320 13697
Total 29876 33624 40671

2017 2016
Ordinary shares SEK per share Total SEK per share Total
Dividend paid 13.20 14695 10.70 11880
Proposed dividend 13.00 14515 13.20 14695

The Board of Directors recommends that shareholders receive a dividend of SEK 13.00
per ordinary share (13.20) in 2018 for the financial year 2017, corresponding to SEK
14 515m (14 695).

In accordance with the balance sheet of Swedbank AB, SEK 56 305m is at the disposal
of the Annual General Meeting:
The Board of Directors recommends that the earnings be disposed as follows (SEKm):

The carrying amount of liabilities for which assets are pledged amounted to
SEK 29876m (33 577)in 2017.

Other assets pledged 2017 2016 1/1/2016

Securities lending 16 10 13

Government securities and bonds pledged for

other commitments 2857 3776 3194
Cash 482 455 459
Total 3355 4241 3666

2017 2016
A cash dividend of SEK 13.00 (13.20) per ordinary share 14515 14695
To be carried forward to next year 41790 39788
Total disposed 56 305 54483

The proposed total amounts to be distributed and carried forward to next year have
been calculated on all 1 113 629 621 outstanding ordinary shares at 31 December of
2017, plus 2 908 354 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 22 March 2018 relating to remuneration programs. The pro-
posed total amounts to be distributed and carried forward to next year are ultimately
calculated on the number shares entitled to dividends on the record day. The amounts
could change in the event of additional share repurchases or sales of treasury shares
before the record day. Unrealised changes in the value of assets and liabilities at fair
value have had a positive effect on equity of SEK 322m. The proposed record day for
the dividend is 26 March 2018. The last day for trading in Swedbank’s shares with
the right to the dividend is 22 March 2018. If the Annual General Meeting accepts the
Board's proposal, the dividend is expected to be paid by Euroclear on 29 March 2018.
The financial companies group’s capital base surpassed the statutory capital require-
ment as of year-end by SEK 50 037m. Surplus capital in Swedbank AB amounted to
SEK 75 997m.

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
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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 repur-
chase 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 2017 2016 1/1/2016
Loan guarantees 522334 554184 547718
Other guarantees 31061 30910 25229
Accepted and endorsed notes 439 159 140
Letters of credit granted but not utilised 2697 2897 2153
Other contingent liabilities 6 17 51
Total 556537 588167 575291
Provision for anticipated credit impairments -100 -96 -21
Commitments

Nominal amount 2017 2016 1/1/2016
Loans granted but not paid 163305 161040 137719
Overdraft facilities granted but not utilised 67385 71094 68263
Total 230690 232134 205982

The nominal amount of interest, equity and currency related contracts are shown in
note P24 Derivatives.



169

Transferred financial assets

The parent company transfers ownership of financial assets in connection with repos and se-

curity 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
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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 other financial liabili-
ties. 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 repur- Of which repur-
chase Of which chase Of which
2017 Carrying amount agreements securities lending Carrying amount agreements securites lending
Valuation category , fair value through profit or loss
Trading
Equity instruments 1398 1398 36 36
Debt securities 11138 11138 11143 11143
Total 12536 11138 1398 11179 11143 36
Transferred assets Associated liabilities
Of which Of which
repurchase agree- Of which securi- repurchase agree- Of which secur-
2016 Carrying amount ments ties lending Carrying amount ments ites lending
Valuation category , fair value through profit or loss
Trading
Equity instruments 884 884 366 366
Debt securities 8749 8749 8702 8702
Total 9633 8749 884 9068 8702 366

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:

2017 Expenses Income subleasing Total 2016 Expenses Income subleasing Total
2018 768 34 734 2017 722 38 684
2019 6396 32 664 2018 630 37 593
2020 606 28 578 2019 510 35 475
2021 477 21 456 2020 412 34 378
2022 422 21 401 2021 309 31 278
2023 410 21 389 2022 295 31 264
2024 372 21 351 2023 288 31 257
2025 350 21 329 2024 255 31 224
2026 321 21 300 2025 242 30 212
2027 or later 2034 248 1786 2026 or later 1902 239 1663
Total 6457 467 5990 Total 5565 537 5028
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Related parties and other significant relationships

Subsidiaries Associates Other related parties

2017 2016 2017 2016 2017 2016
Assets
Loans to credit institutions 419 866 379199 11483 10408
Loans to the public 451 596
Bonds and other interest-bearing securities 2244 4904
Derivatives 6740 8812
Other assets 12 296 9573 30
Prepaid expenses and accrued income 137 187
Total assets 441734 403 271 11 483 10408 30
Liabilities
Amount owed to credit institutions 27357 58307 2931 2060
Deposits and borrowing from the public 8012 6246 476 460
Derivatives 19646 29214
Other liabilities 94 145
Accrued expenses and prepaid income 12 13 1
Total liabilities 55121 93 925 2932 2 060 476 460
Contingent liabilities
Guarantees 517 644 550517
Derivatives, nominal amount 887 495 838577 2221 1227
Income and expenses
Interest income -1332 -1742 70 88
Interest expenses 2330 2229
Dividends received 2786 9456 1544 399
Commission income 1698 1534 6 6
Commission expenses 2 9 12
Other income 255 156 11 9
Other general administrative expenses 8 29 674 715

Events after 31 December 2017

See Group note G55.
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Alternative performance measures

ALTERNATIVE PERFORMANCE MEASURE

Swedbank prepares its financial statements in accordance with IFRS as issued by the IASB, as set out in Note 1. 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, including the prior year end. The closest IFRS measure
is Net interest income and can be reconciled in Note 8.

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 nearest IFRS measure, in Note 5.

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 period for the operating segment (operating profit less estimated tax and
non-controlling interests), in relation to average allocated equity for the operating segment. The average
is calculated using month-end figures, including the prior year end. The allocated equity amounts per oper-
ating segment are reconciled to the Group Total equity, the nearest IFRS measure, in Note 5.

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 at fair value, Share of profit or loss of associates
and other income are presented excluding the income related to the VISA (2016) and Hemnet (2017). The
amounts are reconciled to the relevant IFRS income statement lines on page 58.

The presentation of this measure is relevant for investors
as it provides comparability of figures between reporting
periods.

Return on equity excluding VISA and Hemnetincome
Represents profit for the period allocated to shareholders excluding VISA and Hemnet income in relation
to average Equity attributable to shareholders’ of the parent company. The average is calculated using
month-end figures, including the prior year end.

Profit for the period allocated to shareholders excluding VISA (2016) and Hemnet (2017) income are
reconciled to Profit for the period allocated to shareholders, the nearest IFRS measure, on page 58.

The presentation of this measure is relevant for investors
as it provides comparability of figures between reporting
periods.

Cost/Income ratio excluding VISA and Hemnetincome

Total expenses in relation to total income excluding VISA and Hemnet income. Total income excluding
one-off VISA (2016) and Hemnet (2016) income are reconciled to Total income, the nearest IFRS measure,
on page 58.

The presentation of this measure is relevant for investors
as it provides comparability of figures between reporting
periods.
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ALTERNATIVE PERFORMANCE MEASURE

Other alternative performance measures The presentation of these measures is relevant for investors
These measures are defined on page 211 and are calculated from the financial statements without since they are used by Group management for internal gov-
adjustment. ernance and operating segment performance management

) urposes.
« Cost/Income ratio purp

« Credit Impairment ratio

* Loan/Deposit ratio

« Equity per share

* Net interest margin

« Provision ratio for impaired loans

* Return on equity

* Return on total assets

« Share of impaired loans, gross

« Share of impaired loans, net

« Total provision ratio for impaired loans
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Sustainability report

We are strongly committed to contributing to the sound and sustainable develop-
ment of our customers, employees and society as a whole. Economic, social, environ-
mental and ethical sustainability are integrated in our business. The results of our
sustainability work are presented as an integral part of the annual report. The sus-
tainability report conforms to the Global Reporting Initiative’s (GRI) framework,
Standards version, Core level, and has been reviewed by the auditing firm Deloitte
in accordance with the assurance report on page 202.

For Swedbank, sustainable business is distinguished by responsible busi-
ness decisions, value creation and transparency. We have committed to fol-
low severalinternationalinitiatives and have built anintegrated sustaina-
bility framework for taking responsibility and minimising risks. The UN
Global Compact’s ten principles and the UN Principles for Responsible
Investments (UNPRI) are among the key commitments that guide our work
and are the basis of our position statements and the way we act.

The structure of our sustainability work is summarised in the model
below. The majority of our commitments, governing documents and report-
ing are shown here, providing an overview of our management approach
and how sustainability isimplemented and monitored at Swedbank. In our
sustainability report we give our view of responsible banking. The reported
information applies to the calendar year 2017 (most recent previous report
2016), unless otherwise indicated, and highlights the mostimportant
aspects of our sustainability work.

Commitments

International commitments Policies

¢ UNGlobal Compact ¢ Anti-corruption policy

¢ UNEnvironmental Programme ¢ Anti-money laundering and
for the Financial Sector countering terrorist financing

* UN Guiding Principleson policy
Business and Human Rights « Creditpolicy

¢ UNPrinciples for Responsible « Environmental policy
Investments  Financial reporting and tax policy

¢ |CC'sBusiness Charter for « Gender equality and diversity
Sustainable Development policy

* Montreal Carbon Pledge « Human rights policy

¢ GlobalInvestment Performance « Occupational health and safety
Standards policy

National commitments ¢ Responsibleinvestment policy
¢ Swedish Assaociation for ¢ Sustainability policy

Sustainable Business Position statements

¢ Financial Coalition against
Commercial Sexual Exploitation
of Children

« Positionondefence equipment
* Positiononclimate change
e Exclusion list

Code of Conduct
Supplier Code of Conduct

Sector guidelines
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The sustainability report comprises Swedbank and its subsidiaries (see
Note G1 and P24), with the exception that PayEXx, acquired during the year,
isnotincludedinthe presented sustainability data. Our aimis to present
areas where we have made progress as well as those where we have more
work todo. First and foremost, we want to explain why we think a sound
and sustainable world is critical to a sound and sustainable bank.

In our notes wereport the results of our sustainability work from the
standpoint of our core processes: pay, finance, save/invest and procure.
We also present our results based on our work with gender equality and
diversity, the environment, taxes, anti-corruption, human rights and social
engagement. Sustainability information is found on pages 16-19and 173-
196 and at www.swedbank.com.

Governance
Board of Directors Reporting
« Ultimately responsible for ¢ AnnualReportincluding

governance of Swedbank’s sustainability
sustainability work by adopting ¢ Responsibleinvestments
policies e Climatereport

CEO e Climateimpactof funds

« Decideson the Group's position * Impactreport, green bonds

statements

Swedbank’s Business Ethics

Committee

¢ Consulted where sustainability
and business ethics are critical
factorsin business decisions

Green Bond Committee

¢ Decidesongreenassetsin
accordance with Swedbank
Green Bond Framework

1SO014001

* Certified environmental
management system

Sustainability strategy and goals
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We dialogue on a daily basis with our stakeholders: customers, owners/investors,
employees and society at large. Our communication with customers utilises both
digital and physical channels. Internally, there is an ongoing dialogue between
employees and their managers. We also have continuous contact with authorities
and other stakeholders in society that are relevant to us.

Each year we conduct customer surveys, brand surveys and opinion polls
and also participate in various industry forums that address current chal-
lenges and trends in society. Taken together, this provides guidance for our
work and gives us a good idea of whether we are focusing on the right
things. It also gives us an opportunity to continuously develop and improve
our operations. The feedback we receive from our stakeholders is very valu-
abletous-inourstrategic work and our business planning.

Materiality analysis

Amateriality analysis was performedin 2017 toidentify which topics our
stakeholders consider the mostimportant to our long-term survival - from
an ethical, social, environmental and economically sustainable perspective.
The analysis was conducted in Sweden, Estonia, Latvia and Lithuania. The
previous analysis from 2015 was limited to Sweden.

Theresultsfromthe 2015 analysis were used as a basis for the 2017
analysis, which began withaninternal survey sent out to around 40 key
employees of the bank representing different business areas and staff
functionsinevery market, all with a good understanding of our stake-
holders. The responses were then used to support the year’s materiality
analysis. The number of key topics were consolidated from 21 to 15to
increase the focus on what we thought was important to measure and
isnot capturedin other customer surveys.

Key topics for Swedbank:
1) Financially stable bank
2) Availability

3) Preventcorruption and 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) Preventclimatechange -

Agree

and does not characterize

The year's materiality analysis was constructed on this basis. It consisted of
asurvey with 30 questions covering everything from economic stability to
secure IT systems, climate change, social engagement and gender equality.
The guestions were sent to over 1 000 private customers, 800 corporate
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 resulted in 15 key topics. The resultsindicated
greatsimilarities between stakeholders and markets when it comes to
what was considered mostimportant. We also saw that all the topics are
important to some degree, with the lowest average response for asingle
guestion of 8.1 (scale of 1 to 10). That Swedbankiis a financially stable bank
and has secure and reliable IT systems were considered the mostimportant
by respondentsregardless of market. Other areas they rated highly were
preventing corruption and money laundering; transparent reporting of
profits, taxes and fees; easily available products and services; and responsi-
ble lending.

Being a financially stable bankis not only considered important, but also
the areathat 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’ assessments and decisions.

Important and very much
characterizes Swedbank

Fairly importantand Important
Swedbank delivers o and Swedbank
delivers

315
Swedbank ® @®

(15114 ®

Fairlyimportant but does
not characterize Swedbank

Lessimportant

10
Importance
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Stakeholder engagement

Stakeholder groups

Swedbank’s stakeholders are divided into four main categories: Customers,
Employees, Owners andinvestors, and Society & the world around us. In
addition to these categories, Swedbankinteracts with alarge number of
other stakeholder groups to varying degrees. They include the following:

* Associations
* Primary schools
* Secondary schools

* Authorities
» Municipalities and county councils
e Regulators

 Pension managers * Colleges

* Asset managers « Universities

¢ Analysts e 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

Key topics in 2017

Some of the mostimportant or notable topicsin mediaandin dialogue
with stakeholders that Swedbank dealt with during the year are
described below.

Availability

Animportant priority during the year was to further digitise the lending
process. We now offer fully digital consumer loans, from application to pay-
ment, in allour home markets. In addition, we have a new internet bank and
new mobile bank. Smart ID, for digital identification and signatures, was
launched in the Baltic countries during the year.

Partnership and acquisitions

The time has passed when banks could offer their customers everything
under one roof, which explains why we seek out collaborations, especially
inthe fintech sector. During the year we invested in the app “My services”,
which makes it easier for our customers to manage their subscriptions,
and created a “Subscription help” service, which has beenintegratedin
the Swedish bank app and is available to our Swedish customers.

During the year we acquired PayEx, a payment service provider com-
prising a number of companiesin Sweden, Norway, Denmark and Finland.
PayEx offers payment solutions for internet, mobile and physical trading as
well as administrative services forinvoicing, factoring and debt collection.
We alsoentered into a partnership with Kepler Cheuvreux, an independent
and leading European supplier of financial services specialising in advisory
servicesand equity trading. The collaboration gives the bank’s corporate
customers access to Kepler Cheuvreux’s network of over 1 200 institu-
tionalinvestors, which are managed by Kepler Cheuvreux’s 120 brokers
in11 countries.

Swedbank Annual and Sustainability Report 2017

Identifying and selecting stakeholders

Our stakeholders are those who are materially impacted by and impact
ouroperations. Thisis the basis for selecting our overarching stakeholder
groups. Based on Swedbank’s Group-wide framewaork, market analysis,
internal discussions and an active, structured process to create and parti-
cipatein various forums for dialogue and advocacy, we have developed a
process toidentify and select relevant stakeholders within each group.

Approach to stakeholder engagement

Swedbank’s aim is to make decisions as close to the customer and local com-
munity as possible. This applies to business decisions and those related to
the bank’s other stakeholders. Swedbank’s Group-wide Communications,
Public Affairs and Sustainability units provide guidelines, support and
coaching for stakeholder engagement and dialogue.

Since our home markets span four countries, the stakeholder dialogue
has been adapted for localimplementation. This makes itimpossible to give
ageneral description of the forms of interaction. Local adjustments are
necessary and effective, to make it easier for the bank to maintain a wide
range of relationships with different stakeholders.

Savings

Against the backdrop of low interest rates, increased lending and the demo-
graphic challenge that s leading to lower pensions, savings are more impor-
tant than ever. Fortunately, savings arerising in Sweden. In 2016 bank sav-
ings grew by 9 per cent compared with 2015. Fund savings are increasing
as well. Swedish fund assetsamounted to SEK 3817bnat 30June 2017.
This compares with nearly SEK 3000bn in Swedish residential mortgages.

Sustainability index

Swedbank’s results from external sustainability indexes and investor sur-
veysduring the yearare shownin the table below. The results provide a
measure of Swedbank’s performance in the sustainability area based on
various stakeholders’ priorities.

Sustainability index 2017 2016 2015
Dow Jones Sustainability Index (score)* 84 77 78
FTSE4Good ESGrating (score)? 41 43 4.0
CDP (score)® B B 97B
Fair Finance Guide (score %)* 61 55 30
AlIBright (ranking)® 47 71 57

1)Maxscoreis 100. Companies with the highest scoresineachindustry qualify for membership.
Swedbankis notin DJSI

2)Swedbank has qualified for FTSE4Good Index. Max scoreis 5.

3)Max score was 100Ain 2014-2015.1n 2016 the grading was revised toa max score of A.

4) The Fair Finance Guide gauges how well the bank incorporates sustainability intoits investing and financing.
Max scoreis 100%.

5)Swedbank's ranking among 298 companiesin 2017. The AllBright Report maps gender equality in the
managements and boards of listed Swedish companies.



Awards during the year

Swedbank tops Nordic region’s largest sustainability study -
Swedbank was named the most sustainable bankin the Sustainable
Brand Index B2B Study, based on responses from decision makersin
Sweden’s largest companies.

Anna’s Gender Equality Prize - The award is presented annually
in Sweden to a person,company, club, project or work groupin the
banking and finance industry for efforts to promote gender equality
and diversity. This year the prize was given to Swedbank.

Dow Jones Sustainability Index - The index is one of the most
prestigious sustainability rankings for global investors, with a limit
forinclusion of 85. Swedbank raised its scare significantly, from 77
t0 84, surpassing our own goal of 80.

Global Finance - Swedbank won the Best Bank Awardin 2017.

SUSTAINABILITY

Guldkanten - Swedbank won the National Government Employee
Pensions Board (SPV) award for Sweden’s best pension information,
for the campaign “First Pension Aid” and the collaboration with KIT.

National Responsible Business Awards in Lithuania - Swedbank
Latvia was named the country’s most socially engaged company and
the one that takes the most social responsibility.

Sustainability Index 2017 - Swedbank in Latvia received an award
inthe gold category.

Human Development Awards - Swedbank in Latvia won this
national award for outstanding contributions to Latvia's educational
system.

Gold Label of Responsible Business - Swedbank in Estonia received

the highest award for responsible business by the Responsible
Business Forum.

Swedbank Annual and Sustainability Report 2017
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Material impacts and strategic policy documents

Strategic documents supporting

Material topic Material impact the material topics

Society & the world

Employees Customers around us Owners &investors

Economicimpacts

Sound compensation culture X X Anti-corruption policy
- Code of Conduct
Socialengagement X X X X Conflict of interest policy
. , Credit policy

Responsible lending X X X Information security strategy

Financially stable bank M M N N Policy onljesponsmlelnvestments
Sector guidelines
Sustainability policy
Sustainability risk analysisin lending

Profitability and competitive return X X X X

Transparent reporting X X X X

Secure|T systems X

Prevent corruption and money laundering X X X X

Environmental impacts

Prevent corruption and money laundering X X X X Code of Conduct
Environmental policy
Policy onresponsibleinvestments
Position Statement on Climate Change
Sector guidelines
Supplier Code of Conduct

Sustainable procurement X

Social impacts

Attractive employer X X X Code of Conduct
Gender equality and diversity policy
Gender equality and diversity X X Human rights policy
Occupational health and safety policy
Policy onresponsibleinvestments
Position Statement on Defence Industry
Salary principles at Swedbank
Sector guidelines
Sustainability policy
Availability X
Sustainable products and services X X X
Responsible owner X X X

Precautionary principle

Swedbank follows the UN Global Compact’s 10 principles, which include
the precautionary principle. We have integrated sustainability risk
analysesinour central processes and take, 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 variousindustries’ sustainability problems.

e Sustainability risks are assessed as part of the financial analysisin
connection withinvestments and lending.

¢ Thebank’semployees receive mandatory internal training on sustain-
able banking, the code of conduct, money laundering and terrorist
financing, and the environment.
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Through the bank’s1S014001-certified environmental management
system, an annual analysis and assessment is made of the Group’s
environmental impacts and compliance with laws and environmental
requirements fromauthorities and stakeholders.

In partnership with the Financial Coalition against Child Pornography,
we work actively to put anend to commercial child pornography by
preventing payments through the financial system.

Units throughout the Group can escalate sustainability issues related
tobusiness ethics, the environment or humanrights to Swedbank’s
Business Ethics Committee for recommendation and guidance.
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Swedbank and the Global Goals

In September 2015 a majority of UN member states agreed to the Global Goals.
Never before has such an ambitious framework been formulated by so many
different participants. To reach the goals, every sector of society must be engaged

in and contribute their knowledge and resources.

Swedbank has along tradition of promoting social development. Asamajor
financial player, we have an opportunity to contribute to the Global Goals by
helping tofinance sustainable innovations and services. In 2017 we per-
formed an analysis to evaluate our contributions to the Global Goals. The
results showed that we are contributing to all the goals, but to different
degrees. We believe the greatest value is generated if our work is focused

onseveral specificareas. We have identified five focus areas based on what
ismostimportant for Swedbank’s long-term business and how we can con-
tribute toand create positive development. We see three main areas where
thereisaclear connection to our operations and where we have the biggest
opportunity to have animpact. Inaddition, there are two complementary
focusareas thatinclude several goals.

A bank for the many
We enable
people,
businesses
and society
to grow
Goal 4: \ S G /
Quality education N . SIMPLE Ux?w s
Education has beenanimportant S o _
issue for Swedbank since it was T Goal12:
founded andis anarea that we will TRANSPARENCY Sustainable consumption and
continue to promote. Raising public production

understanding of economicsis a key
aspect of ourengagement. We have
several established programmes and
initiatives designed toincrease finan-
cialawareness among childrenand
young adults.

Sustainable consumption and pro-
ductionisakey componentinour
work topreventclimate change.
Weregard sustainable and respon-
sible consumption asimportant
and place high sustainability

Custqmers Customers Suppliers demands on the products and
Society Employees Customers .
Society Society serviceswe buy.

Goal 8:
Decent work and economic growth
Financial stability isimportant to

Swedbank. As a financial company, we
play abigrolein contributing to sus-
tainable economic growth by promot-
ingentrepreneurship and facilitating
sustainable developmentin society.

o

R SUSTAINABLE EMPLOYEES -~ ~

Employees ¢ Society

Goal 3,5,10:

Sustainable employees

Sustainable employees are highly valued by the bank and are the
foundation to building a successful long-term business. This requires,
among other things, zero tolerance for discrimination, respect for
human rights, gender equality in the workplace and opportunities for
awork-life balance. Sustainable staffingis fundamental if Swedbank
isgoing to continue to offer products and services of high quality.

h

Customers » Employees * Society
Owners ¢ Suppliers

Goal7,9,11,13:

Fossil-free society

We have to transition to a fossil-free society. This transi-
tion will entail major investmentsin renewable energy,
smartinfrastructure and sustainable transports, among
otherareas. Here we feel there are big opportunities for
thefinancial sector to contribute.

Swedbank Annual and Sustainability Report 2017
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Sustainability management

Swedbank’s vision and values guide its sustainability work. Our governance model
and operational structure are designed to support the bank’s purpose - a sound and
sustainable financial situation for the many households and businesses - and guide
sustainability work in the bank. Sustainability governance is therefore largely inte-
grated 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 Board of Directorsis ultimately responsible for the governance of
Swedbank’s sustainability work and adopts policiesin the area (the policies
are available on swedbank.com /sustainability). The Group’s positionon
nuclear weapons and climate change is decided by the bank’s CEO. The
Group Sustainability unitis led by Swedbank’s Group Head of Sustainability
and consists of an expert group of five employees and is part of the CEO
Office. The Group Head reports directly to the Group Executive Committee
andis responsible for developing the bank’s sustainability, environmental
and human rights policies, and for the bank’s monitoring and reportingin
the area. However, responsibility forimplementation and performance
rests with the entire company. The Group Head also participates in Swed-
bank’s Business Ethics Committee. Swedbank’s sustainability strategy is
translated, in close collaboration with the business unit managers, into spe-
cificunit goals and activities to ensure compliance with the Group’s goals
and business planning. Thisis also facilitated through our IS014001:2015
certified environmental management system.

Our key topics serve as a foundation for creating long-term value

Our sustainability work is largely focused on the Material topics identified
inthe autumn 2017 materiality analysis and how we, based on our core
processes, work with them. The analysis took into account the bank’s core
business as well as social, environmentally related and economic aspects.
Animportant part of the analysis was to validate our stakeholders’ views
onthese issues and reaffirm that we are working with aspects thatare
relevanttousand them.

Asamajor financial institution, Swedbank is animportant part of the
financial system. We have a responsibility to be afinancially stable bank that
offersacompetitive returnand promotes a sustainable financial situation
for our customers. As abank, we have our biggestimpact on people and the
environmentindirectly through our lending, our payments and our invest-
ments. Itiscritical therefore that we integrate sustainability in a transpar-
ent way in our business processes, business decisions and reporting.

Asaresponsible owner, we want contribute to a reliable and effective
business climate. Thisrequires the bank’s businesses tointegrate anti-
corruption with a high level of transparency. Allemployees have a responsi-
bility tolive up to the bank’s policies and guidelines to prevent corruption
and money laundering. Since payment flows are part of our core business, it
isimportant that we preventillegal activities such as terrarist financing,
money laundering, distribution of child pornography etc. The same applies
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Board of Directors GEEE Policies
Swedbank s Business il . Position
Ethics Committee Statements

CEO Officeincl.
Sustainability

GreenBond

Committee -=-=-- Sectorguidelines

tolending, where we try to lend responsibly and actively dialogue on sus-
tainability issues with our corporate customers, especially those whose
businesses have a significantimpact on the environment and society.

Promoting a sound and sustainable economy isimportant to Swedbank.
Through our social engagement we promote and are involved in several
constructive projects. Through various initiatives, we spread knowledge
and prepare young people for the future in the areas of savings, pension,
entrepreneurship and housing.

With the world's growing population and finite resources, businesses
are under pressure to contribute to change and adapt toanew reality. New
technological possibilities in the form of digitisation create new ways to
distribute products and services, and empower consumers, who, thanks to
greater transparency, can more easily compare offers. Banks are seeing
growing demand for available digital services, especially among younger
customers, and demand for digital financial products and services is
expected torise. This makes it critical that Swedbank continues to offer
products and services that are sustainable, easily available and competitive.
The fast pace of digitisationis also accelerating the shift from branches to
mobile and internet banking, raising the demand for stable IT environments
and protection against external threats.

Competent employees are the starting point for our customers’ success.
Thisis why itisimportant for us to be an attractive employer with a sound
compensation culture. We feel that greater gender equality and diversity
arecritical to our business. They lead to better work environments, better
service for our customers and better opportunities to attract and retain
talented people.

Climate changeis one of the most serious global challenges facing soci-
ety today. Businesses have animportant role to play in the transition to
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lower energy consumption and, consequently, lower greenhouse gas emis-
sions. The financial sector has a bigimpact on the climate through invest-
mentsandlending. Itisimportant therefore for us to take anactiverolein
reducing ourindirectimpacts and in that way contribute toa more stable
climate. By reducing energy consumption, optimising business travel and
placing high sustainability demands on our suppliers, and by financing and
investing in companies that strive toward the same goals, we help to pre-
vent climate change and its risks.

Governance and management of key topics internally

In2017 we continued to focus on customer satisfaction, partly by further
improving our availability and efficiency through the increased invest-
ments in digital solutions. We launched a new maobile and internet bank
during the year at the same time that we expanded our customer centre
hoursto 24 hours aday for both private and corporate customers.
Increased digitisation also requires greaterinvestmentinIT security to
minimise risks and maintain stability and security for customers and the
bank. By continuing toinvest in availability, transparency and quality, we
make it easier for customers to understand our products and make better
informed decisions, creating more value for them. Integrating sustainabil-
ity in our processes was a priority during the year and enables us to
contribute to the transition to a more sustainable society and to help

our customers make sustainable choices.

We work at the Group level with anti-corruption. The bank’s policy
clarifies our commitments, role and routines internally and in relations with
customers and partners. Amandatory e-learning programme has been
developed in which money laundering, knowing your customer and other
guidelines have been clarified. This s to ensure that everyone who works at
the bank understands their obligations and what is expected in various sit-
uations. To prevent money laundering, we are obligated to be familiar with
allour customers. We do so by taking structured measures adapt to the risk
of money laundering and terrorist financing.

Lending responsibly and sustainably isimportant to us. A borrower’s
solvency, solidity and collateral are always the key factors. When corporate
loans exceed SEK 5min Sweden and EUR 0.8min the Baltic countries, a sus-
tainability risk analysis is conducted. The analysis covers general sustaina-
bility risks based on a risk analysis model comprising the environment,
human rights and corruption as well as sector-specific risks based on the
bank’s sector guidelines. In addition to the risk analysis, Swedbank has a

SUSTAINABILITY

committee to analyse and guide business decisions tied to sustainability
risks. Credit decisions escalated to the committee for recommendation
overwhelmingly involve questions of business ethics. Swedbank has been
debating theimportance of responsible loan amortisation for years to miti-
gaterisks by reducing Swedish household debt. We feel that alower loan-
to-value ratio will make our customers more financially secure and encour-
age a sustainable financial situation for individuals and society asa whole.

Itisapriority for us to continuously improve and incorporate environ-
mental considerations into our entire operations. We do so, inamong other
ways, through training, in analysis models for environmental risk assess-
mentsinourinvestmentsand lending. We devote great attention to mini-
mising ourimpact at the supplier level and by reducing impacts from our
internal operations. By carefully monitoring our environmental perfor-
mance, such as greenhouse gas emissions, we can further develop our
certified environmental management system and continuously integrate
sustainability in our operations.

Our environmental policy and goals address our most significant
impacts, show the way and help us to focus on measures where the bank
canmake the biggest difference for the environment. The work is guided
by our environmental management system, which has received 1IS014001
certification. Based on this system, we work on a broad basis to responsibly
manage resources and reduce our climate impact in several of our core pro-
cesses. We also work at a Group level to reduce our direct emissions from
business travel, energy consumption at our offices and through procure-
ment. The goalis to cut greenhouse gas emissions by 60 per cent by 2018
using 2010as a base year.

Totake advantage of internal and external suggestions forimprove-
ments and views of Swedbank’s environmental and sustainability work, all
employees of the bank have the opportunity to submit them electronically.
Group Sustainability is responsible for reviewing these suggestions, for-
warding themto those responsible, obtaining feedback and archiving the
results. To verify that all suggestions receive aresponse, a quarterly analy-
sisis done of submitted suggestions. As part of the environmental manage-
ment system, continuous reporting is provided to the annual “Management
Review”and tointernal and external audits of the environmental manage-
ment system.

Our fund management company, Swedbank Robur, works actively with
sustainability issues and integrates sustainability assessmentsinits asset
management through risk assessment, exclusionand advocacy. The entire
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range of funds is managed since April 2017 according to the UNPRI princi-
ples forresponsible investment. Among other things, we dialogue with the
companies we investin to encourage them to address sustainability issues
and responsible corporate governance. Swedbank Robur has signed the
Montreal Carbon Pledge, aninternational initiative whose signatories com-
mit to disclose the carbon footprint of theirinvestment portfolios. In addi-
tion, investments are not made in companies that produce coal, oil and gas
through the Ethica Global and Sweden sustainability funds.

Swedbank has also adopted a Group-wide position on climate change,
whereby we refrain fromdirectly financing coal-fired power plants as well
asinvestingin and financing companies that generate over 30 per cent of
their revenue from coal production. We also have alist of companies we
completely exclude.

Tracking and monitoring our key topics

¢ Results, returnon equity and capital adequacy ratios are tracked.

e Customer satisfactionis tracked through our annual customer satis-
faction survey.

e Targetstiedtopriority areas are tracked by allmanagersin the
Group Executive Committee.

¢ Amortisationlevels down to 50 per cent of a property’s value are
tracked.

e Ourcommitment to educating about personal finance and to our
social initiatives are tracked by measuring the number of lectures
held in schools and the number of copies of Lyckoslanten we distrib-
ute,among other variables.

¢ Sustainability analyses of Swedish and internationally listed compa-
nies and their results are reported and tracked continuously.

* (O, estimatesare made for our equity and balanced funds and
reported on a semi-annual basis.

¢ Inconnection with purchases, we ensure that the Supplier Code of
Conductissigned.

¢ Suppliersare continuously tracked to ensure compliance with our
Code of Conduct and other commitments, including through on-site
supplier visits.

Swedbank Annual and Sustainability Report 2017

Todevelop our employees’ potential,itisimportant that we increase com-
petence transfers within the Group. Employees who continuously develop
and gain experience from different parts of the bank also pave the way for
better customer offerings. We are working as well to eliminate unwar-
ranted wage differences, increase diversity and achieve a balance between
women and menin executive positions.

Wefeelitisimportant to teach children and young people about per-
sonal finance. Since 1926 we have published “Lyckoslanten,” a magazine
distributed free of charge to 340000 young teens to teach them how to
manage money. To help students better understand the job market, we
launched aninitiativein Lithuania that brings them together with busi-
nesses tolearn about possible career options and how to explore themthe
help of lectures, workshops and company visits.

* Internal energy consumption, business travel, security transports,
resource consumption and waste management are continuously
tracked.

¢ Directclimateimpactsare measured, calculated and tracked.

« Listof excluded companiesis continuously tracked.

¢ Private and business advisors are tracked continuously through
scarecards, where each manager can gauge employee performance
against common goals.

e Theannual employee survey measures employees’ engagement,
their likelihood of recommending the bank, leadership indexes etc.

e Eachbusiness area’s gender distribution and diversity are tracked
quarterly.

e Internaltraining and mandatory e-learning one.g. sustainable
banking, the code of conduct and money laundering guidelines are
tracked by each manager.

e 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.
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Intoday’'sdigital society weincreasingly communicate and interact with our stake-
holders online. Our digital services enable customers to easily come into contact with
usand do their banking when it suits them. Addressing social conditions by providing
widely available servicesisimportant tous and our stakeholders. Itis a key therefore
that,inaddition tolocal branches, we offer our customer services on digital platforms
such as the Mobile Bank, Internet Bank and Facebook, for the benefit of those who for
various reasons are unable to visit a branch. Availability is something we continuously
waork on. We have taken severalinitiatives toincrease the availability and awareness
of our services. Over the years we have partnered with organisations that represent
thedisabled, including Funka.nu, to design our website to work as well as possible for
asmany customers as possible. We have also launched a security token with larger
buttonsand sound, folders/product sheetsin Braille, “Get Started” videos for the
Mobile Bank and Mobile Bank ID in eight languages besides Swedish, security informa-
tionontheInternet and customer centresin 12 languages, and options that allow the
hearingimpaired to receive personal service.

Payments and e-commerce

Swedbank processes alarge volume of payments every day. The number of electronic
paymentsis steadily rising and during the year new rules were introduced to encour-
age electronic payments, make the EU's inner market more accessible toindividuals
and businesses, increase security and consumer protection, and reduce fees.

Inthe first half of 2018 the General Data Protection Regulation and a new Pay-
ment Service Directive will be introduced, which will affect how payments are made.
Swedbank proactively launched a beta version of Open Bankingin November 2017
that meets these new requirements. We see thisas an opportunity to benefit from
the new rules while creating customer value through third-party collaborations.

Cards
Today we offer around 8 million customers a convenient, widely available and safe
way topay by debit or credit card. Inthe cards area we are one of the largest payment
processors withinthe EU, the tenth largest in number of purchases with cards issued
by Swedbank and thefifthlargest payment acquirer from retailers. Our card pay-
ments continued toincrease during the year, while the number of cash withdrawals
fell. We have developed new services to make it easier to pay for small purchases by
card. For payments of less than SEK 200 we now issue contactless cards that are eas-
ily scanned at retail terminals. In addition, we have provided a contactless payment
option for mobile phones, added SamsungPay to our Swedish cards and issued the
Masterpass digital wallet, which ensures safe e-commerce by phone and tablet.
Prepaid cards are another service offered to municipalities, county councils,
authorities and state-owned enterprises. They are used to pay out financial assis-
tance and benefits toindividuals who lack ID numbers or bank accounts, and as a col-
lective debit card foremployees of schools, publichousing, social services etc. Prepaid
cards enable municipalities to replace cash handling with electronic payments.
Considering thelarge increase in the number of asylum seekers and new arrivals to
Sweden, it feels especially important to offer this product and make it easier for
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municipalities to administer payments. The card can be usedinall stores and ATMs.
Around 50 per cent of the country’s municipalities use the service, in addition to
agreements with state-owned enterprises, municipal authorities and county councils.

Card acquiring

Swedbank s also growing inretail card acquiring inits home markets and in Norway,
Finland and Denmark. During the year we acquired almost 3 billion card purchases
fromretailers. Through the acquisition of PayEx, we can now offer retailers a com-
pleterange of services for physical stores as well as e-commerce, including a checkout
service with all the usual payment and financing options. The first joint products are
PayEx e-commerce and PayEx retail account for partial paymentsin stores.

Partnerships
Together with four other banks we continue to provide the Swish mobile payment
service, which has reached a new high in number of processed payments. Swish pro-
cesses payments between privateindividuals and retailers. Anew e-commerce ser-
vice launched during the year has been popular with Swedish e-commerce companies.
We also work proactively toassist customers with or facing financial difficulties.
By contacting and dialoguing with themearly on, we can prevent and address prob-
lems as quickly as possible. The bank has a strategic collaboration with Intrumjustitia
tosupportour advisors when working with customers with payment difficulties.
Another partnership with other banksis the Financial Coalition against Child
Pornography, where we focus on putting an end to commercial child pornography
by preventing payments through the financial system.

Sweden 2017 2016 2015
Population (million) 10.1 10.0 9.6
Private customers (million) 4.1 4.0 4.0
Corporate customers (thousand) 270 266 265
Cards (million) 4.2 4.2 4.1
Branches 218 248 275
Number of digitally active customers (million)* 31 3.0
Share of sales in digital channels, (%)? 49 47
-where of Daily Banking products® 23 24
- where of Savings & Pension 81 76
-where of Private Lending 12 7
Swish payments (million) 275 156 80
Donations to WWF from WWF cards (SEKm)* 0.2 11 2.1
Customers with WWF cards* 132 36494 80121

1)Number of customers that have made a payment, transfer, application, investment or lending activity in the last
month. Including savings banks.

2)Share of total distribution per product area.

3)Referstocardsand payments.

4)Sweden Swedbank and the savings banks no longer collaborate with WWF on card products. Donations continue
to be paid to WWF from outstanding cards.
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Estonia 2017 2016 2015
Population (million) 13 13 13
Private customers (million) 0.9 0.9 0.8
Corporate customers (thousand) 135 141 135
Cards (million) 11 11 11
Branches 34 35 36
Accessible branches 32 33 28
ATMs 392 419 423
Number of digitally active customers (million)! 0.6 0.6
Share of salesin digital channels, (%)? 46 43
-where of Daily Banking products? 46 47
- where of Savings & Pension 52 50
-where of Private lending 60 54
1) Number of customers that have made a payment, transfer, application, investment or lending activity

inlast month.
2)Share of total distribution per product area.
3)Refers tocardsand payments,
Latvia 2017 2016 2015
Population (million) 2.0 2.0 2.0
Private customers (million) 0.9 0.9 0.9
Corporate customers (thousand) 83 91 90
Cards (million) 1.0 1.0 1.0
Branches 36 41 41
Accessible branches 26 30 31
ATMs 389 396 413
Number of digitally active customers (million)* 0.7 0.7
Share of sales in digital channels, (%)? 43 36
-whereof Daily Banking products? 41 37
-whereof Savings & Pension 42 40
-whereof Private lending 58 57
1) Number of customers that have made a payment, transfer, application, investment or lending activity

inlast month.
2) Share of total distribution per product area.
3)Refers tocardsand payments.
Lithuania 2017 2016 2015
Population (million) 2.9 2.9 3.0
Private customers (million) 15 15 15
Corporate customers (thousand) 69 86 84
Cards (million) 1.7 1.7 1.6
Branches 63 65 67
Accessible branches 59 62 63
ATMs 418 423 454
Number of digitally active customers (million)* 0.7 0.7
Share of sales in digital channels, (%)? 51 39
- whereof Daily Banking products? 53 42
-whereof Savings & Pension 69 58
-whereof Private lending 42 31

1) Number of customers that have made a payment, transfer, application, investment or lending activity
inlastmonth.

2)Share of total distribution per product area.

3)Refers tocardsand payments.
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Responsible and sustainable investments make a differencein the long run. Demand
for this type of savingsisincreasing strongly and through our asset management
business we offer various forms of sustainable savings.

Inrecent years sustainability has become an integral part of asset management.
We have worked with sustainability for along time, but during the year took another
stepforward.

Sustainability in Swedbank Robur’s funds

Swedbank’s subsidiary, Swedbank Robur, has asits goal to be aleader in responsible
investments. Toachieve this, Swedbank Robur makes it easier for customers who want
toincorporate sustainability in theirinvestment decisions. Sustainability criteriahave
beenintroduced in more fundsand new products with more sustainability content have
beenlaunched. Opennessand simplicity have long beenimportant values forus,and we
are happy about theincreased interest legislators have now shownintheissue of trans-
parent fundinformation on sustainability.

As amajor owner onthe Stockholm Stock Exchange and foreign exchanges, with
holdingsinover 2 700 companies, Swedbank Robur has aresponsibility and an opportu-
nity tohave animpact. Through dialogue and active ownership the fund management
company encourages companies to address sustainability issues and responsible corpo-
rate governance. During the year Swedbank Robur further developed its policy on
responsibleinvestment. This servesas the basis for sustainability work and applies toall
of the fund management company’s funds. Swedbank Robur has also analysed its opera-
tionsbased onthe UN’s global sustainable development goals, and in 2018 the work will
belinked more closely to these goals. In May the Ethica corporate bond fund was
launched andin October five of Swedbank Robur’s funds were the firstin the world to
receive the Nordic Swan eco-label. Swan-labelled funds must meet 25 criteria covering
exclusion, inclusion, transparency and engagement. The labelling makes it easier for
customerstochoose funds that contribute to sustainable development.

Integrated asset management

Sustainability isintegratedin the investment philosophy. The goalin 2017 was to
makeitafeature of all fund products regardless of management approach. Sustaina-
ble value creationis a cornerstone of the stock analysis and leads to among other
thingsamore robust assessment of companies over time. The team of sustainability
analysts within Swedbank Robur visits companies, evaluates their work and gives
concrete feedback onimprovements. Assessments of their risks and opportunities
contribute totheinvestmentanalysis and stock selection. Certain funds have actively
investedin companies that specifically address the environment and climate change,
human rights, fair labour and business ethics.

Impact as an owner

Swedbank Roburisan active owner and maintains continuous contact with the
boards and managements of companies in which its funds are major shareholders.
The aimisto generate asustainablereturn fromthe 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 onits own andin 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, human
rights, corruption, palmoil production and responsible gambling.

Swedbank Robur attendsand votes at annual meetings and participate in the nomi-
nation committees of listed Swedish companies. Important issues include board compo-
sition, management compensation, including share-related incentive programs, sus-
tainability and that systemsin place for governance, control and information disclosure.
Swedbank Robur wants boards to have the right combination of competence, experi-
enceanddiversity, including gender, and to balance independent and non-independent
directors.Boards should also actively address relevant sustainability issues. In the com-
panies where Swedbank Robur participated in the nomination committee menand
women were equally represented among the newly elected directors for the fourth
consecutive year. The share of women on these boards is also higher than the average
forlisted companies. In US companies the fund management company has voted for
several climate and environmentally related shareholder proposals e.g. for more thor-
oughreporting of CO,and methane emissions.

Exclusions

Swedbank Robur does notinvest in 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. Compa-
nies have also been excluded because they have seriously violated international
normsand conventions to protect people and the environment, without showing
awillingness to change. Several funds have applied more extensive criteriaand
excluded products such as alcohol, tobacco, gambling, weapons and pornography,
as wellas companies that produce fossil fuels such as coal, oiland gas, and uranium.
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Asset management! 2017 2016 2015
Total assets under management (SEKbn) 1252 1170 1090
-of whichin funds (SEKbn) 871 789 738
Assetsunder management with enhanced
sustainability work (%)? 34 40 39
- of whichmanaged with positive & negative

criteria (%)® 5 4 2
- of whichmanaged with primarily negative

criteria (%)* 29 36 36

1) Asset management as of 31 December 2017.

2)Includes sustainability funds and discretionary management with enhanced sustainability work.

3)Share of total asset under management, managed in Ethica, Talenten, Férbundsfond, Stiftelsefond and Human-
fond.

4)Share of total assets under management. Exclusions according to Folksam and KPA's criteria.

Engagement funds (no.) 2017 2016 2015
Companies contacted on sustainability issuest 299 382 263
- of which companieslisted in Sweden 81 65 71
- of which companies listed outside Sweden 218 317 192
- of which companies contacted

by ownanalysts 160 160 170
Participationin nominating committees 336 295 269
-of whichin companies listed in Sweden 195 171 140
- of whichin companies listed outside Sweden 141 124 129
Participationin annual general meetings
inSweden 81 69 59
- Share of women on corporate boards (%)% 37 36 35

1) Companies are contacted by own analysts (160), by suppliers (75) and through collaborations (64).

2)Inboards where Swedbank Robur participatedin the nomination committee.

3)Baseline for the years 2015-2017 was 31%, 33% and 34%, an increase per year of 4, 3, and 3 percentage points
respectively.

4)Including CEQif elected as board member at AGM.
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Carbon footprint of the funds

Climate changeisincluded in our analysis and corporate engagement. We dialog with
companies with high emissions and amajorimpact on climate change tourge themto
setclimaterelated targets.

Swedbank Robur publishesinformation on the carbon footprint* of all its equity
and balanced funds twice a year, and their footprint has decreased for the last three
years. InJuly, fourteen of Swedbank Robur’s funds received the highest rating in the
first global survey of funds’ carbon footprint by Climetrics?. The ranking reflects the
footprint of the companies that each fund hasinvestedinas well as the fund manage-
ment company’s overall efforts toaddress climate change.

1) How much CO, the companiesinafund emitinrelation to their revenues.
2)CDP, together withISS-Ethix Climate Solutions, ranks 2 500 European companies based on climate impact.

Climate footprint of selected funds compared tonnesCO,e/ tonnesCOe/
with their respective indexes? SEKm,fund  SEKm, index
Three largest funds (assets under management,

SEKm)

- Allemansfond Komplett (55 603) 10 30
- Aktiefond Pension (38 774) 10 26
- Kapitalinvest (26 798) 12 30
Regional equity funds (assets under management,

SEKm)

-Sverigefond (14 631) 25 16
-Europafond (8177) 37 33
- Globalfond (3 696) 7 33
- Amerikafond (6 331) 16 29
- Asienfond (3484) 33 55

1) The calculations are based on fund holdings as of 30 June 2017. Footprint of the fundin relation to footprint
of the fund’s comparative index

Climate footprint, Ethica, tonnes of CO_e/

SEKm! 2017 2016 2015
Ethica Global
Analysis for sustainability funds 2017 2016 2015 —fund 8 7 9
Sustainability analyses of listed Swedish ~MSCI World Index 33 37 44
companies (no.) 17 69 97 -
Sustainability analyses of listed foreign Ethica Sweden
companies (approx. no.) 2350 1800 1800 —fund 13 11 13
Share of investable companies listed in - OMX Stockholm Benchmark Cap GI 16 16 18
Sweden (%)* 63 34 33 1)TonnesCO e/SEKm. Calculations based on fund holdings 2017-06-30, 2016-06-30 and 2015-06-30.
Share of investable companies listed outside
Sweden (%) 36 43 43 Structured products
1) Share of analysed companies in OMX Stockholm Benchmark Cap Gl approved for investment Swedbank also offers savingsin the form of equity-linked bonds with or without capi-
in our Ethica sustainability funds. tal protection, where thereturnis tied to various asset classes and markets, so-called
2)Share of companiesin MSCI World Index approved for investment in our Ethica funds. SPAX and Aktiebevis. Some have special ethical requirements that exclude compa-
nies associated e.g. with alack of respect for humanrights or unfair labour practices.
Products with sustainability profile, SEKm 2017 2016 2015  Certainindexesare chosen specifically because they exclude coal and oil production.
Assets under managementin The investments canfocus oncompanies that benefit from future investmentsto
sustainability funds resolve major global challenges.
- Ethica Sweden 7866 4945 4717  Structured products with sustainability
- Ethica Sweden MEGA 2709 2473 16g7  Profile, SEKm 2017 2016 2015
- Ethica Global 2364 2039 1978 SPAX Sverige! 71 652
- Ethica Global MEGA 11131 4824 3407  SPAXEuropakEtik 143
- EthicaForetagsobligationsfond 1978 - - SPAXEuropaHallbar! 78
— Ethica Obligation 9361 8433 1312  SPAXGlobalHallbar! 121
- Ethica Obligation Utd 8840 10219 SPAX Hallbar Horisont? 89 28
—Humanfond 2207 2090 2149  SPAXHorisont Sverige/Sverige Horisont 113
- Talenten Aktiefond MEGA 1968 1689 1320  SPAXNordenHallbar 9
- Talenten Réntefond MEGA 1132 1134 1671  SPAXKlimatsmart 65
- Stiftelsefond Utd 901 - - SPAX Vatten 24
- Stiftelsefond 552 - _  SPAXVdrldenHallbar 243
SPAX We Effect Refugee 10 10
Charitable donations from Swedbank Robur Aktiebevis Sweden Etik /Balans/ Ostersjélax 24 53
Humanfond? 45 42 43 Aktiebevis Global Skydd 80 10
1)Humanfond had a total of 30008 investors and 74 affiliated charities. Aktiebevis WinwWin Svenska Bolag 80
Aktiebevis Autocall Svenska Bolag 9

1) SPAX Europa Hallbar and SPAX Global Hallbar were issued six timesin 2017.
2) SPAX Hallbar Horisont was issued four times in 2017.
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We want to promote a sound financial situation and reduce the impacts on people and
the environment arising through our own and our customers’ businesses. Thisis
essential as astable and well-functioning bank. By reviewing each customer’slong-
termfinancial situation and advising them of any sustainability risks, we promote
responsible lending.

Our visionis that the foundation of a sound and sustainable economy will be built
onmanageable amortisation and debt levels.On 1 June 2016 the Swedish Financial
Supervisory Authority (SFSA) introduced new mortgage amortisation requirements
toslow the debt build-upinrecent years among Swedish households. Swedbank did
not wait for the new rules before tightening the requirementsinits so-called “left
tolive on” calculation andintroduced amortisation guidelines and debt ceilings. In
December 2017 the government approved SFSA's proposal to further tighten amorti-
sation requirements for borrowers wholoan more than 4.5 times their grossincome.
The proposal entersinto forceon 1 March 2018.

We continue todevelop our digital services, and it is gratifying to see how they
have made banking easier for our customers. Digital consumer loans were launched in
Swedeninearly 2017 and today about 27 per cent of consumer loan applications are
processed through automated channels. In the Baltic countries similar services have
beeninuselongerand the corresponding figure isabout 80 per cent. Mortgage com-
mitments were also automated during the year and we have started preparations
toautomate anddigitise the Swedish mortgage lending process.

Sustainability risks are takeninto considerationin all credit decisions. For corpo-
rateloan applications over SEK 5min Swedenand EUR 0.8min the Baltic countries
adetailed sustainability analysis is done with the help of a special risk assessment
model. When aloan falls below the limit for a sustainability analysis, an assessment is
made of sustainability related factors as part of the customer analysis. As guidance
in assessing a company’s sustainability risks, we have developed twelve sector
guidelines that cover key sustainability risks in various industries, our recommenda-
tions to companies, and the global principles and standards to follow. If a case is
found tohaveanincreased sustainability risk, it is escalated to Swedbank’s Business
Ethics Committee for further evaluation and guidance. The committee handles cases
involving the environment, human rights, social responsibility, business ethics
and corruption.

Swedbank has a Group-wide list of companies excluded from investment. To be
excluded, acompany must have violated various international norms on human
rights, anti-corruption, fairlabour and the environment. We were early to take a
stance on weapons sales by defence contractors andissued a position statement
backin2013.1n 2016 we strengthened our position on climate change by prohibiting
thedirect financing of coal-fired power plants and excluding from new investment
any companies that generate over 30 per cent of their revenue from coal production.

Corporate lending 2017 2016 2015
Corporatelending (SEKm) 521001 521638 501693
Renewable energy lending (SEKm)* 7466 10131 10318

Number of customers with renewable
energy loans! 138 157 135

Sustainability risk analysis in lending

-Swedish Banking (no. of business loan

applications approved) 342972 39590 48404
- Baltic Banking (no. of businessloans

approved) 1873 1513 1825
- Large Corporatesand Institutions (no. of

businessloans approved/endorsed)? 1291
No. of credit cases escalated to Swedbank’s
Business Ethics Committee* 2 4 8

1) Totalrenewable energy lending refers to wind power, biomass district heating, pellet production,
biogas and hydropower.

2)Includes analyses by Swedbank Finans from December 2017.

3)Refers tocompanies and began being measuredin 2017.

4) The total number of cases escalated to the Committee, including non-credit-related, was 11in 2017.
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Private lending (Sweden) 2017 2016 2015
Energy loans (SEKm)* 42 57 73
Households with loan-to-value ratios above

70% of property value (%) 11 11 14
Share of households with loan-to-value ratios

above 70% that amortise (new lending)? 99 98 95
Share of households with loan-to-value ratios

above 70% that amortise (total portfolio) 96 93 89
1)Energy loans are 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, % 2017 2016 2015
Sweden 86 76 77
Estonia 5 6 5
Latvia 2 3 3
Lithuania 3 4 4
Norway 3 8 8
Finland 1 2 2
Other 0! 1 1
1) Theshareis 0.4%.

Share of corporate lending by sector, % 2017 2016 2015
Property management 42 43 42
Agriculture, forestry and fishing 13 13 15
Manufacturing 9 9 8
Retail 6 6 6
Shipping 5 5 6
Public sector and utilities 4 5 5
Construction 4 4 4
Corporate services 5 4 4
Transportation B 3 2
Financeandinsurance 2 2 2
Hotel and restaurant 1 1 1
Information and communications 2 1 1
Other corporate lending 4 4 4

The green bond market has grown significantly inrecent yearsin the Nordic region
andtherestof the world. Green bonds create value for the company, investors and
society asawhole. During the year Swedbank established a framework for green
bondsandin October weissued our first green bond, with a volume of EUR 500m and
afive-year maturity. The money from the bond will be used to finance sustainable
investmentsin propertiesand renewable energy sources that produce less of acar-
bonfootprint,as wellas contribute to several of the UN's global sustainable develop-
ment goals.

Swedbank has also strengthened its focus on green products for capital market
customers of the business area Large Corporates and Institutions. During the year
the bank formed a dedicated team in Debt Capital Markets to offer green bonds, social
bonds, sustainability bonds and related advice. This benefitsissuers that seek green
financing, e.g.companies and municipalities, as well asinvestors who actively demand
sustainableinvestmentse.g.insurance companies, pension managers and fund man-
agers.

Green bonds 2017 2016 2015
Green bonds (million euro)* 500

Issuinginstitute for green bonds (number)? 12 8 5
Issuinginstitute for green bonds, total

compiled from the start (SEKbn)? 29.6 204 6.8

1) Swedbank ABissuer (financing of wind power and eco-labeled buildings).
2)Swedbank AB acted as lead manager (financing of e.g. solar, wind and hydroelectric power).
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Swedbank has around 14 000 suppliers and annual procurement costs of SEK 8 bn.
The central procurement process governs all reported purchases over EUR 50 000,
aggregated onanannual basis, which are managed with support from the bank’s cen-
tral procurement unit. The procurement unit is undergoing a transformationin 2016-
2018to establishanew procedure for procuring products and services. This will facil-
itate more uniform and clearer oversight of sustainability assessments and the
sustainability requirements that Swedbank places onits suppliers.

Therisks related 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
important areas such as 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.

New suppliers are also classified based onindustry- and country-specific sustaina-
bility risks with the support of Swedbank’s sector guidelines. Suppliers whose sus-
tainability 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
suppliers are 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.

Existing suppliers are monitored as well, mainly through continuous dialogue and
by the bank’sinternal auditors. Our suppliers are personally visited to ensure that
they follow through on agreed commitments. The visits are preceded by a self-as-
sessment by the supplier based on our code of conduct. At the actual look-around we
focusonissues thatdirectly orindirectly could have the biggestimpact on the bank
and where the supplier benefits by following our code. The results of a look-around
aresummarisedin areport that both parties approve. If nodeviations are found, no
actions are taken. When deviations occur, we come to agreement with the supplier on
actions that should be taken to minimise sustainability risks and ensure that our code
of conductis followed. In 2017 the procurement unit performed 30 look-arounds.
Since Swedbank’s business areas own all supplier agreements and demand specifica-
tionslocally,agreements can be signed in certain cases without the central procure-
mentunit beinginvolved. Ifa supplier has been selected without the support of the
procurement unit, it cannot be evaluated according to our sustainability criteria. In
suchcases, itisimportant toensure that the supplier meets theme.g. by signing our
code of conduct.

Supplier audits 2017 2016 2015
No. of reported purchases over EUR 50 000" 414 515 266
No. of reported purchases that have under-

gone sustainability assessment 375 470 229
Share of reported purchases that have under-

gone sustainability assessment (%)? 91 91 86
Supplier visits conducted (no.) 30 30 30

1)Based ondata from the internal procurement system.

2)Procurement at Swedbank is tracked by sector and cumulative volume on an annual basis. This is done through
requests submitted usinginternal tools. These requests are submitted to the procurement committee for
approval. This practice limits opportunities to monitor the percentage of new suppliers that are screened for
sustainability. The percentage reported is based on the number of purchases where the central procurement
unitwas involved toany degree.
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Swedbank works actively toreduce the environmental impacts its operations give
rise to. This work builds on an environmental management system that s certified
according to1S014001. It enables us to workinastructured way to continuously
reduce ourimpacts: those generated indirectly through our financing, investments,
paymentsand procurement, and those generated directly through ourinternal oper-
ations. Itis our responsibility to the best of our ability to minimise and report the
impacts we have on the environment.

Direct environmental impacts
We have cut our own direct greenhouse emissions by more than half since 2010.
Our Group goal for 2018is to reduce emissions by at least 60 per cent based on the
2010total. Emissions are generated largely through energy consumption and heat-
ing our offices as well as through business travel. Swedbank’s property department
isworking toincorporate more energy-efficient and space-saving properties, and
continuously encourages property owners to adopt energy conservation measures
in the buildings we rent. In Estonia energy productionis more CO, intensive com-
pared with our other home markets, and in 2017 we therefore tried to significantly
increase the share of renewable energy purchased there. This resulted in an emis-
sions reductionin Estonia of 8351 tonnes, or 28 % of our total emissions. In addi-
tion, we have conducted an energy audit toidentify potential savingsin our
Swedish operationsin 2017.

Swedbank built a photovoltaic park on Seladn in Lake Mdlaren during the year.
The parkis expected to supply around eleven of the bank’s branches with green
electricity, corresponding to 3.5 per cent of the bank’s total consumption.

Inrecent years Swedbank has tried to hold more meetings on digital platforms.
We are confident this will have positive feedback effects by freeing up more time
and resources for our employees and reducing travel times and the impact of our
businesstravel.

Greenhouse gas emissions?, tonnes CO,e 2017 2016 2015
Total emissions 29342 37357 35444
Reduction target 2018, 60%? 28912 28912 28912
Emissions by scope according to GHG

protocol

Emissions scope 13 780 881 989
Emissions scope 24 7771 16583 19195
Emissions scope 3° 20791 19893 15260
Emissions by country

Emissions, Sweden 16743 15841 15873
Emissions, Estonia’ 3940 12291 12336
Emissions, Latvia 3321 3242 2600
Emissions, Lithuania 4391 4626 3519
Emissions, other® 947 1357 1116
Energy-related emissions according

toScope 2

Market-based’ 7771 16583
Location-based 28585 23322

1) Carbon dioxide, methane and nitrous oxide. In all our GHG calculations, we have used Ecometrica software
through a system called Our Impact, administered by U&We. Emissions are reportedin accordance with the
Greenhouse Gas Protocol (World Resources Institute).

2) Thebase yearis 2010, when we reported 72 279 tonnes of CO, emissions.

3)Ourdirect 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 our financial controls. None of our
Scope 1 emissions are biogenic.

4)Ourindirect emissionsin the form of electricity consumption and heating/cooling. Emissions are estimated
based on operational controls in our offices/ buildings. District cooling where we do not have operational control
and which has been estimated based on m2 has been eliminated for 2017.

5)Our otherindirect emissions from business travel, security transports, paper consumption, water consumption
and waste. None of our Scope 3 emissions are biogenic.

6)Norway, Finland, Denmark, USA, Luxembourg and China.

7) The emissions reduction between 2016-2017 is due to procurement of guarantees of origin for the electricity
consumed in Estonia.
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Indirect environmental impacts

Emissions by category, tonnes CO_e 2017 2016 2015 ) ; : ‘ ‘ ,
¥ 8Oy, 2 Climate changeis one of the biggest challenges of our time and creates increased risks
Sweden related to financial stability and society’s long-term prosperity. We believe the finan-
Office premises 3040 3550 5029 cialsectorhasakeyroletoplayineffortstocombatclimate change by injecting and
Business travel 13536 12145 10659 redistributing capitalinatransparent way that contributes to the necessary transi-
Other emissions! 157 146 15 tontoa more‘sustallnable society. - .
- Swedbank is taking a broad range of measures toreduceits indirect environmental
Estonia impacts. One exampleis our leasing business, where we are one of Sweden’s largest
Office premises 1888 10484 11083  fleetowners, witharound 63 000 vehicles. As part of our AutoPlan fleet administra-
Business travel 1999 1753 1168  tion, which comprisesaround 43 500 vehicles, we help our customers todraft green
Other emissionst 53 54 75 carpolicies, support them onsustainability issues, and measure and report their car-
Latvia bonfootprint. Swedbank AutoPlan also holds annual environmental seminars that
. ‘ cover current topics and have been well-attended and highly appreciated. Swedbank
Office premises 2151 2258 1561 hasitsownfleet of company cars, where we are working actively to reduce our envi-
Business travel 1084 892 780  ronmentalimpact. The table below shows the downward trend in GHG emissions
Other emissionst 86 92 259  fromourowncompany carsand fromall new company cars acquired by Swedbank
Lithuania AutoPlan.
Office premises 1620 2228 1337
Business travel 2606 2258 1508 Auto leasing AutoPlan 2017 2016 2015
Other emissions® 165 140 674  Leasingofvehicles(tonnes CO,e)! 198120 192143 186430
Other countries Total number of leased cars 43537 42573 39995
Office premises 356 429 413 Averageemissions, new cars CO, (g/km)? 112.5 1155 125.8
Business travel 588 925 699  Averageemissions, total CO, (g/km)? 119.0 125.7 1331
Other emissions® 3 3 4 Averageemissions, new company carsin
Swedbank CO, (g/km) 92.9 1083 132.7
1)Security transports and paper consumption.
1) Emissions based on fuel consumption and fuel type per vehicle over one year.
2)Refers to company cars administered bySwedbank AutoPlan.
Other environmental data 2017 2016 2015
Energy consumptionin our offices (MWh) 114658 116335 130368
Electricity consumptionin our offices (MWh) 65379 66158 68313
Renewable electricity asashare of total
electricity consumption (%)* 82 69 72
Paper consumption (tonnes) 1075 929 1035
Water consumption (m3/FTE) 7 8 9
Recycled waste (tonnes) 401 473 634
Incinerated waste (tonnes) 317 312 383
Landfill waste (tonnes) 220 363 344
1)Renewable energy refers to wind, biomass and hydroelectric power.
Internal energy consumption? 2017 2016 2015
Total emissions from energy consumption
(tonnes CO,e/MWh) 0.07 0.14 0.15
Energy consumption per employee
(MWh/FTE) 8.1 76 8.5
1) Ourindirect energy consumption consists of consumption of energy, heating, cooling and gas.
Comparative figures, tonnes CO e 2017 2016 2015
Total emissions per employee 2.02 244 2.32
Scope 1 and 2 emissions per employee 0.59 1.14 1.32
Total emissions per m? office space 0.064 0.081 0.074
Scope 1 and 2 emissions per m? office space 0.019 0.038 0.042
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Inaknowledge-based company like Swedbank employees are animportantintangible
asset.Employees and key persons who leave the bank are a risk we continuously have
totakeintoaccount.Itisimportant therefore that we motivate and retain our
employeesandthat we are anattractive employer. We are convinced that employees
who feel they develop and gain knowledge and experience from different parts of the
bank become more motivated and gain a better understanding of our customers and
theirneeds. Totapintoand develop our employees’ potential,itisimportant that we
increase competence transfers within the Group. Employees who continuously
develop and gain experience from different parts of the bank also pave the way for
better customer offersandin that way help our customers to be successful. This cre-
atesthe conditions for development and being a competitive and sustainable bank.

Thefinancial industry is undergoing major change with a number of new laws, reg-
ulations and guidelines. Itis critical therefore that individuals develop their skills. The
failure to make this a priority is risky for aknowledge-intensive company like Swed-
bank. Skills developmentisimplemented inastructured way throughinternal training
and by having employees create personal short- and long-term development plans
together with their manager. We believe that the biggest potential for developing
skillsisin daily work, throughinternal mobility and by learning from other employees.
We therefore encourage this, but also offer our employees arange of training options
invarious topics.

We feel that greater gender equality and diversity areimportant to our business.
They lead to better work environments, better service for our customers and better
opportunities toattractandretain talented employees. Working with gender equal-
ity anddiversity comes natural for Swedbank. We are aninclusive bank for the many,
andforusitisnatural that our employees should reflect the communities where we
liveand work. The Group Executive Committee has focused for several yearsonand
accelerated developmentinthese areas. A systematic approach has been taken onHR
issuestoaddressand preventdiscrimination, specifically in high-risk areas such as
salaries, recruiting and careers, parenthood, and occupational health and safety. This
hasalsomeantastronger focus onintegrating gender equality and diversity in our
operations. All business areas and Group functions are involved and set goals for this
intheir business plans.

Tocreate amorediverse and inclusive bank where employees come from different
backgrounds, weimplement and evaluate measures that promote diversity and dis-
courage discrimination and harassment. Wage surveys are conducted annually in all
our home markets. The unweighted wage differences we have today are largely
because menand women have differentjobs with different pay scales, with women
more often working atlower scales. If adifference cannot be explained, it is consid-
ered unwarranted. We continuously investigate, identify and mitigate unwarranted
wage differences, including by actively comparing the wages of employees with the
same positions or degree of difficulty and tracking business area managers according
tovarious gender equality goals.

The share of employeesin the Swedbank Group covered by anindependent union
or collective bargaining agreementis 69 per cent (100 per centin Sweden and Lithua-
nia). Lithuania has a works council and a collective bargaining agreement, while Lat-
via has an established union but no collective bargaining agreement. Estonia has nei-
theraunion,a works council nor a collective bargaining agreement. A Group-wide
European works council with employees from the various countries has been estab-
lished at Swedbank. More data and information on our employees can be foundin
Note G13.

We work actively toachieve gender equality at all levels of the bank, now with
afocusonsuccession at the highest managerial level, such as specialists, middle
managers and senior employees. The results are tracked on a regular basis and
measures are taken toimprove oversight and awareness. Managers receive training
in gender equality, diversity and norms. As aresult, the share of womenin the high-
est management positions hasincreased from 29 to 41 per cent since the effort
wasinitiatedin 2014,

Healthissues have become a growing social problem and arisk area for all
companies. At Swedbank we work continuously to address healthissues by
setting goals, monitoring absenteeism and responding proactively to early signs
of health problems.

Total number and share of new employees

SUSTAINABILITY

by gender, age group and country, % 2017 2016 2015
Number of new employees 1598 1680 909
Women 60 61 66
Men 40 39 34
0-29years 60 65 72
30-44years 30 29 24
45-59 years 9 6

60-years 1 0 0
Sweden 36 31 11
Estonia 22 21 32
Latvia 17 13 26
Lithuania 25 35 31
Internal training* 2017 2016 2015
Total number of training hours 449083 362349 379887
Training hours per full-time employee

(averageFTE) Sl 24 25
-training hours men 18 11 13
-training hours women 25 17 20
- training hours managers 26 19 21
-training hours specialists 10 8 8
Training programs in environment, sustaina-

bility, code of conduct and anti-money

laundering (number)? 12204 9299 27258
Training programsin sustainable banking and

money laundering and terrorist financing

(number) 3158 5266 5778

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 alsoincludes the savings banks,

2) Anew course on ethics and complying with the Code of Conduct was launched in 2015.

Rate of employee turnover by gender,

age group and country, % 2017 2016 2015
Women 10.0 9.2 8.9
Men 11.4 9.1 9.6
0-29years 15.0 10.0 10.2
30-44years 103 8.2 8.0
45-59years 54 53 51
60-years 36.4 36.8 36.4
Sweden 9.3 8.7 8.2
Estonia 9.5 9.7 9.1
Latvia 13.4 101 11.4
Lithuania 12.8 145 13.0
Group total 103 9.9 9.4
Wage difference women vs. men,

management positions? by country, %? 2017 2016 2015
Sweden -21 -22 -28
Estonia -31 -38 -39
Latvia -46 -46 -51
Lithuania -29 -30 -32
Group total =3 -35 -39

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. One reason for the differences
may be that men still hold more management positions at a higher level with higher salaries.
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Wage difference women vs. men, manage- Agedistribution, % 2017 2016 2015
ment positions! by business area, %? 2017 2016 2015
Sweden
Swedish Banking -16 -18 -16 0-29years 19 18 16
Large Corporates &Institutions -44 -43 -50 30-44years 36 36 37
Baltic Banking -41 -40 -45 45-59 years 38 39 39
Group Functions -19 -24 -31 60- years 7 7 8
1)Includes management positions at every level. HR responsibility is the common denominator for this category. Estonia
2) The table does not take into consideration either profession or management level. Onereason for the differences
may be that men still hold more management positions at a higher level with higher salaries. 0-29years 21 23 23
30-44 years 55 55 57
Wage difference women vs. men, 45-59 years cl 20 18
specialists by country, % 2017 2016 2015 60-years 3 2 2
Sweden -21 -22 -23 |latvia
Estonia _3g _35 _37 0-29years 26 27 26
Latvia _30 _29 31 30-44years 61 61 53
Lithuania -35 -35 -39 _45-58years 1z 11 20
Group total 37 _38 _49 _60-vears 1 1 1
Lithuania
0-29years 29 30 26
Wage difference female vs. male, _
specialists by business area, % 2017 2016 2015 30-44 years o1 20 >3
- - 45-59years 18 18 20
Swedish Banking -15 -15 -17 60-years > > 1
Large Corporates &Institutions -39 -40 -42
Baltic Banking -33 -30 -33
Group Functions -24 -24 -25  Totalnumber of employees by
employment contract 2017, by gender Female Male Total
Permanent 9364 5258 14622
Employee survey, index 2017 2016 2015 Temporary 720 403 1123
Engagementindex, Results/Comparison 84 82 83  Total 10084 5661 15745
Recommendationindex, Results/Comparison* 21 15 -3
Leadershipindex, Results/Comparison 86 85 84
Total number of employees
1) Likelihood of recommending Swedbank as an employer externally. Calculated on a scale of 0-10, where the share hy employment contract
of negative responses (0-6) is subtracted from the share of positive responses (9-10). 2017, by region Sweden Estonia Latvia Lithuania Total
Permanent 8107 2500 1698 2317 14622
Temporary 837 76 99 111 1123
i 0,
Level of education, % 2017 2016 2015 Total 8944 2576 1797 2428 15745
Sweden
University degree 40 40 40
- ; ) Total number of employees by
Other university education L 14 15 employment type 2017, by gender Female Male Total
Upper secondary school 45 45 41 -
; Full-time 8623 5091 13714
Other education 1 1 3
. Part-time 1461 570 2031
Estonia Total 10084 5661 15745
ota
University degree 61 60 66
Otheruniversity education 13 14 17
Upper secondary school 19 19 9
Other education 7 7 8
Latvia
University degree 72 68 71
Other university education 16 23 23
Upper secondary school 12 9
Othereducation 0 0
Lithuania
University degree 83 85 83
Other university education 7 13
Upper secondary school 4
Other education 6 4 0
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Itiscritically important that our customers have confidence in the reliability and secu-
rity of our IT systems. We work continuously to make our systems available, stable
and secure. Swedbank is determined to protectits customers’ money and information
from fraud and cyberattacks. We work daily toimprove our security and rigorously
monitor todetect new types of threats, fraud and hacking.

In2017 werevised our information security strategy to better meet the steadily
growing threats we face.Inthe strategy we have set an ambitious goal: Swedbank
will always stay a step ahead of the competition when it comes to meeting threats.
We have a strong position in our home markets, and a major responsibility towards
our customers. We want to take a sustainable position that goes beyond mere sur-
vivaland contributes toa sound and secure digital environment in our home markets.
This means among other things that we give priority to sharingintelligence with
competitorsand authorities. Sometimes there are conflicts between security and
usability. For Swedbank itisimportant to create a perfect balance of the two, so that
ourservicesare secure and user-friendly before a broad market launch.

We work proactively and take a series of measures to prevent and limit criminal
activity. The work is done continuously through our business processes and IT sys-
tems. The measures that are takeninclude monitoring of transaction patterns,
reporting of suspicious transactions and knowledge building. As a bank, we are obli-
gated to report suspicions of market abuse such as insider trading, market manipula-
tionand unlawful disclosure of inside information (MAR). According to the Anti-
Money Laundering Act (the Money Laundering and Terrorist Financing (Prevention
Act), we are also obligated, without delay, to report suspicions of money laundering or
terrorist financing (SAR) to the Financial Intelligence Unit within the Swedish Police.

Toprevent the bank’s payment systems from being exploited for criminal activity,
we have built upa setof internal rules, processes and support functions to ensure
that we comply with applicable laws and regulationsin the area. We have an obliga-
tion toknow all our customers, understand where their money comes fromand why
they wantarelationship with the bank, since it better enables us to detect unusual
behaviour. Through the bank’s “Know Your Customer” process, our system support
formonitoring transactions and reconciliations of customer databases against sanc-
tion lists, we minimise these risks. Allemployees receive mandatory online training to
recognise transaction patterns, behaviours and situations that could constitute, or
be associated with, money laundering and corruption. The number of training hours
provided isshownon page 189.

Crime prevention measures 2017 2016 2015

Number of suspicious orders and transactions
(MAR) reported 40 22 23

Number of reports on suspicious transactions
regarding money laundering/ terrorist

financing (SAR) 1927 1751 1169
Number of branch office robberies* 0 0 0
Number of advisors with Swedsec licence? 4062 4160 4308
Number of employees that completed the

annual knowledge update (AKU)?2 3971 3903 4176

1)Refersto Sweden, Estonia, Latviaand Lithuania.
2) Refers to Sweden.

SUSTAINABILITY

Corruptionis the abuse of power for private gain. It undermines democracy and the
protection of humanrights, deepens poverty, damages trade and affects confidence
insociety’sinstitutions and the market economy. Where it operates, Swedbank takes
anactive stance against all forms of corruption.

Our operationsand conduct should be reflective of our values: simple, open and
caring. Thisincludes contributing to a stable and reliable business climate. Everything
Swedbank does should be characterised by high ethical standards, where Swedbank
andits employees actively assess every transaction, relationship and activity from
the standpoint of the bank’s ethical norms and positions. We do so by making sure
that our operations are committed to anti-corruption work. Swedbank’s Board of
Directors hasadopted a Group-wide anti-corruption policy and a policy to combat
money laundering and terrorism financing. In addition, we have implemented a code
of conduct foremployees and clarified our commitmentsinanumber of different
guidelines, including on gifts and events and employees’ second jobs. These docu-
ments spell out the bank’s commitments, role and routinesinternally andin relations
with customersand partners.

Sustainability analysis

Through sustainability analyses, we take the environment, humanrights, business
ethicsand corruptionintoaccountinour lending to customers, investments and
procurement (the results are shown on pages 185-187). To support these analyses,
we have developed guidelines for twelve sectors that underscore the bank’s expecta-
tionsand recommendations on central sustainability aspectsineach sector.

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, good control
and monitoring, we have created ahandbook with concrete guidelines on customer
eventsandintroducedasystem foremployees toreport events, gifts and benefits
from outside parties using a traffic light model.

Whistleblower system

For Swedbankitisimportant that risks and irregularities are detected and addressed
intime. We have therefore established aninternal whistleblowing routine where
employees cananonymously report violations of internal or external rules.

Sideline work

Ourbasicruleis that tobe approved, sideline work cannot interfere with the employ-
ee's performance, benefita competitor, cause reputational harm, pose a conflict of
interest or be inappropriate. Sideline work is annually evaluated ininternal develop-
ment plans, where goals and expectations are discussed with each employee. Mem-
bersof the Group Executive Committee are also subject to special rules on personal
investments, where in normal cases the following do not give rise to significant con-
flicts of interest: UCITS funds and similar financial instruments, real estate intended
for private use by members or their family, sharesin Swedbank and other shares pro-
vided that they arediscretionary investments and that the agreement has been
approved by Compliance.

Business Ethics Committee

Swedbank’s Business Ethics Committee addressesissues where the environment,
humanrights, social responsibility, business ethics or corruption are a critical factorin
business decisions. The committee’sroleis to provide guidance for the entire organi-
sationin order to minimise sustainability risks and any negative impacts for the bank.
The membersrepresent the bank’s various business areas and Group Functions,
including representatives from the Group Executive Committee and Swedbank’s
Head of Sustainability. The number of cases escalated to the Business Ethics Commit-
teeare tracked, and the minutes from the committee’s meetings are distributed to
the CEO and the Group Executive Management (see page 186).
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Being a good taxpayer and contributing to the community isimportant toacompany’s
sustainable development. Inaccordance with the bank’s vision and values, it isimpor-
tant for us toaddress taxissuesinaresponsible way. This responsibility applies both
toissuesthataffect usandtothose thataffect our customers.

Taxesare animportant sustainability issue for the bank. Since 2008 we have a
Group-wide tax policy adopted by Swedbank’s Board. We openly report our operating
profits, assetsand tax costsin the countries where we operate. We act transparently
inallcommunications with tax authoritiesin these countries.

Inour home markets Swedbank is a major employer and gives jobs to more than
14000 people. By paying social security contributions for our employees, we contrib-
utetosocial protections.

Wealsoincurlarge net costs for value-added tax (VAT). In addition, we pay bank
feesintheform of aresolution fee and adeposit guarantee fee, which contribute to
the financial stability of society.

Swedbank’s total tax cost was approximately SEK8557m for 2017. In addition,
we paid about SEK 1 648min bank fees during the year.

Swedbank works to promote a sound and sustainable financial situation for the
many households and businesses. In the sustainability analysis conducted in connec-
tion with corporate loan applications we require the company to transparently
reportsits taxes. We have internal processes to reduce the risk that we assistin ena-
bling tax evasion. We do not engagein artificial transactions whose main purposeis
toavoid tax. We withhold, pay and report the taxes that our private customers owe
forinterest, dividends and various types of savings.

Inaddition to the tax policy, there are additional positions on tax issuesin
Swedbank Group. References to tax can be foundin our sector guidelines as well
asinour public positions forinvestment and asset management.

Sweden Estonia Latvia Lithuania Norway USA Other?
Operating
profit
(SEKm) 18528 2376 1236 1302 593 166 342
Assets
(SEKm) 1838411 108201 54412 80444 78357 79884 22211
Number of
employees? 8127 2400 1564 2100 257 16 124
Tax expense
(SEKm) 4096 426 177 150 201 11 77
Non-deduct-
ible VAT
(SEKm) 1196 54 28 59 15
Social secu-
rity contri-
butions
(SEKm) 1577 191 73 119 57 3 7
Resolution
fees (SEKm) 1146 28 20 11
Deposit
guarantee
fees (SEKm) 283 38 52 70

1)Finland, Denmark, Luxembourg, China, Russia, Spain, Cyprus 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 follows the UN’s Guiding Principles Reporting Framework and the UN's
Global Compact. The principles encourage companies to be aware of and work with
humanrights. Asabank, we have alocalimpact in the communities where we operate
and a globalimpact through our lending, investments, payments and supply chain.

Tocreate greater understanding of the link between human rights and businessin
a globalised world and underscore our responsibility to take precautionary measures
and prevent humanrights violations, we have adopted a Group-wide human rights
policy. Inour code of conduct we also clarify thatitis important for all Swedbank
employees toabide by our values. On this basis, we continuously assess humanrights
related risksin our processes and business decisions.

Humanrightsin our lending and investments

Asustainability analysisis conducted in connection with all corporate loans. Inthe
analysis we discuss 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
tomanage sustainability related risksis critical (the results are shown on page 186).
Assupport for the analysis, the advisor has guidelines that address sustainability
risks specific to each sector and are designed to facilitate a dialogue and risk assess-
ment. If the company is considered to have significant sustainability risks, the caseis
forwarded toa credit committee for final decision.

Swedbank Robur’s investment process includes an analysis of the company’s
humanrightsimpacts. The analysis variesin scope depending on factors such as
industry and geography. Special attentionis given to industries and regions with
higherrisks e.g. companies operatingin low-cost countries or non-democracies. The
resultsare shownon pages 184-185.

Swedbank Robur also dialogues actively with companies toimprove their sustain-
ability and profitability and to prevent and reduce serious consequences for people
and the environment. There are various types of dialogues e.g. with companies with
especially highrisks thatare on our watch list, to follow up incidents, in connection
witha sustainability analysis, on topics such as humanrights, and where we are a
major owner.Human rightsis also one of the four areas that serve as a basis for deter-
mining whetheracompany can beincluded in our sustainability funds.

Childrenare oftenavulnerable group, and we are all share responsibility for
respecting and protecting their rights. Consequently, we have issued a position
statement on therights of children thatis appliedin ourinvestment processe.g.in our
efforts toinfluence companies. The purpose s to ensure that the companies consider
therights of children.

Our supply chain

We assessrisks related to humanrightsin our procurement process. The scope of each
assessment depends on theindustry and where the supplieris located geographically,
whichisdeterminedinaninitial screening. If the supplier is considered to be a high risk
interms of humanrights, amore thorough evaluationis conducted and requirements
onaddressing humanrightsissues are stipulated in the contract. Suppliers are also
visited multiple times a year and a dialogue is maintained to verify that the require-
ments are being met. The number of analyses and visitsis shown on page 187.

Ourinternal work
Knowledge s crucial to successfully integrate sustainability aspects and work sys-
tematically withimprovements. Allemployees of the Group receive basic sustainabil-
ity training e.g.in business ethics, the environment and social aspects such as gender
equality and humanrights. The number of training hoursis shown on page 189.
Diversity and gender equality areimportant 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 years onand
accelerated developmentintheseissues. This has also meant a stronger focus on
integrating gender equality and diversity in our operations. Allbusiness areas and
Group functionsareinvolved and set goals for the area in their business plans.
Swedbank has adopted a Group-wide position on weapons sales by defence con-
tractorsthat prohibitsinvestmentsand financing of nuclear weapons and applies to
allmarkets where we operate. We never finance or facilitate the export of defence
equipment or services toany country thatis subject tothe EU’s or the UN’s sanctions.
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Acriticalreason why the first savings bank was foundedin 1820 was to help meet
important social challenges. The aim was to provide the public with a way to save and
improve their long-term financial situation. At an early point we also began to offer
personal finance education. In 1926 we published the firstissue of the magazine
Lyckoslanten, which today is distributed to students ages 10-12. We also visit
schools. In Sweden the Young Economy initiative has become arecurring eventin
schools with lectures on financial issues. In total, we met 58 000 young peoplein
2017.Swedbank has similarinitiatives called Back to Schoolin Estonia, Ready for Life
inLatvia,and | Will Be in Lithuania. The bank played a partininitiating the latter pro-
gramme, which helps students to choose a future career. Through the partnership
with the foundation Friends in Sweden we can also offer schools programmes to
prevent the bullying. All of our employeesin Estonia receive two paid daysayear to
volunteer.In2017 around 1 100 employees donated more than 8 900 hours of their
timetosocialinitiatives that e.g. help children, animals and the environment.
Contributing to the public debate isanother important part of our social responsi-
bility. We want toplay arolein developing a future society. Personal finance and busi-
nesseconomics, housing and entrepreneurship are among the issues we focus on.
We have years of experience working inclusively with various job initiatives, partly
tocreate more positions for trainees so that they have a better chance in the job mar-
ket,and partly to meet our own competence needs. Theinitiative called AJobat Last,
which focuses onforeign-bornacademics, has to date created 267 traineeships. This
isacollaboration with the Swedish Public Employment Service, where we validate
the trainees’ professional skills for future employment.
Entrepreneurship,innovation and jobs are the keys to growth. To support this, we
work with organisations such as Junior Achievement in Sweden and Latvia, Everyone
CanBeGreatinLithuaniaand Prototronin Estonia. Five years ago Prototron was the
first fund created for various types of prototypesin Estonia. The fund was founded
by Swedbank, Tallinn University of Technology and Science Park Tehnopol and helps
tech companies to developideasinto working prototypes. Intotal, 2800 ideas have
beenreviewed and 42 companies have received EUR 305 685 in financing, which
has helped 23 new products and services toreach the market. During the year we
announced a competitionin Sweden called Flying Start, where a call went out to
businessesto submitideas with the potential to change the world for the better.
More than4 000 companies participated, and of those ten winners were selected,
eachof whichreceived SEK250000in seed capital.

Socialinvestments, SEKm 2017 2016 2015
Socialinvestments, total 121 116 107
-of which Sweden 88 91 87
-of which Estonia 9 7 7
-of which Latvia 17 14 11
-of which Lithuania 7 4 2

Socialinvestments

perengagement, % Sweden Estonia Latvia Lithuania
Sponsorship of social activities 39 81 14 68
Staff volunteeringin paid time 10 16 1 18
Management costs 0 3 0 9

Productsand services with
asocial value 0 0 0 5

Gifts from customers via the
bank’s products and services 51 0 85 0

SUSTAINABILITY

Number of lectures 2017 2016 2015
Sweden! 2128 1971 1616
Estonia 347 612 182
Latvia 1031 520 302
Lithuania 539 280 0
1)Including savings banks.

2017
Distribution of financial value creationinrelation
to totalincome, % SEKm %
Totalincome 42438 =
Interest paid to the public (deposits) 1281 3
Interest paid on other funding/financing 14109 33
Deposit guarantee fees 443 1
Resolution fees 1205 3
Tax forthe year 5054 12
Non-deductible VAT! 1352 B
Socialinsurance costs and pensions 2975 7
Salaries and feesincl sharesin Swedbank 6265 15
Payments to suppliers, home markets 9027 22
Proposed shareholder dividend 14515 34
Profit for the yearreinvestedin the bank 4835 11
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GRI Standards Index

Swedbank reports according to the GRI Standards, Core level. Shown GRI'sdesignations. For key topics that lack GRI disclosures, we have used
below are the GRIindicators associated with the key topics that were ourowndisclosures, which do not have GRI designations. At least one
defined based on the bank’s materiality analysis, and how these key topics general or topic-specific disclosure is reported for each of our key topics
coincide with GRI's general and topic-specific disclosures. The same table inaccordance with the GRIStandards.

shows how our work supports the Global Compact’s ten principles and how

well we live up to the new act on sustainability reporting. One or more GRI101:Foundation GRI200: Economic

discloslures arereported for.each key topic. We ha\{e used one ormore of SE:185?[\642:122;:15510:;;;ach gﬁ:zggigz\é;gmﬁnmental
GRI'sdisclosures where available and report them in the table below using

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 98note G6

102-3 Location of headquarters 63 note Gl

102-4 Location of operations 2,99 note G7

102-5 Ownership and legal form 20-21

102-6 Markets served 2,99noteG7

102-7 Scaleof the organisation 2-3

102-8 Information on employees and other workers 104 noteG13,189-190 1-6

102-9 Supply chain 187 1-6

102-10 Significant changes to the organisation and its supply chain 4,46,62 1-10

102-11 Precautionary principle or approach 63noteG2, 178 7-9

102-12 Externalinitiatives 174

102-13 Memberships of associations 174

Identified material aspects and boundaries
102-14 Statement from senior decision-maker 6-7
Ethics and integrity

102-16 Values, principles, standards, and norms of behaviour 1,174,178 1-10
Governance

102-18 Governancestructure 38-55

102-40 List of stakeholder groups 176

102-41 Collective bargaining agreements 189-190 3
102-42 Identifying and selecting stakeholders 176

102-43 Approach to stakeholder engagement 176

102-44 Key topics and concerns raised 176

102-45 Entitiesincludedin the consolidated financial statements 38-55,174

102-46 Defining report content and topic Boundaries 175-178,180-182 1-10
102-47 List of material topics 175

102-48 Restatements of information 63 note G2, 187

102-49 Changesinreporting 175

102-50 Reporting period 174,202

102-51 Date of most recent report 174

102-52 Reporting cycle 174

102-53 Contact point for questionsregarding the report 213

102-54 Claims of reportinginaccordance with the GRI Standards 174,194

102-55 GRIcontentindex 194

102-56 External assurance 174,202 1-10

GRI 103: Management approach

103-1 Explanation of the material topicandits Boundary 175,180-182
103-2 The management approachandits components 180-182
103-3 Evaluation of the management approach 180-182
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GRI Topic-specific disclosures

Below isa list of specific disclosures associated with the key topics as table below using GRI's designations. For key topics that lack GRI
defined based on the year’s materiality analysis, and how well these key disclosures, we have used our own disclosures, which do not have
topics coincide with GRI's topic-specific disclosures. The same table shows GRIdesignations. At least one topic-specific disclosure is reported
how our work supports the Global Compact’s ten principles. for each of our key topicsin accordance with the GRI Standards.

One or moredisclosures are reported for each key topic. We have used
one or more of GRI's disclosures where available and report themin the

Disclosure Page/reference Global Compact
Number Material Topics Topic-Specific Disclosure Number (principle no.)

GRI200: Economic

Economicimpacts

Sound compensation culture

Compensation within Swedbank 104 noteG13 6

Socialengagement

201-1 Direct economic value generated and distributed 193

Sound lending culture

Households with loan-to-value ratio over 70% of

property value 186
Share of households with loan-to-value ratio over
70% thatamortise 186
Financially stable bank
Results and ROE 3,58-59
Capital adequacy ratio 91 note G4
Profit for the year 3
Dividend per share 3
Profitability and competitive return
Transparentreporting
Reporting of taxes for the year 108noteG18,192 10
Reporting of profit for the year 3,58 10
SecureIT systems
IT security and crime prevention 191 1-2
Prevent corruption and money laundering
205-1 Operations assessed forrisks related to corruption 19,191 10

Percentage of suppliers undergoing business ethics
riskassessments 187 1-10

Percentage of holdingsin fund portfolios undergo-
ing business ethics risk assessments 185 1-10

Number of corporate customers undergoing busi-
ness ethicsrisk assessments 186 1-10

GRI300: Environmental

Environmental impacts

Prevent climate change

302-3 Energy intensity 188 8
305-1 Direct (Scope 1) GHG emissions 187-188 8
305-2 Energy indirect (Scope 2) GHG emissions 187-188 7-8
305-3 Otherindirect (Scope 3) GHG emissions 187-188 8
305-4 GHG emissions intensity 187 8

Sustainable procurement

New suppliers that were screened using environ-
308-1 mental criteria 187 7-8
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Disclosure Page/reference Global Compact
Number Material Topics Topic-Specific Disclosure Number (principle no.)
GRI1400: Social

Social impacts

Attractive employer

401-1 New employee hires and employee turnover 189
Gender equality and diversity
405-1 Diversity of governance bodies and employees 50-53,189-190 6
Availability
Access pointsinlow-populated or economically dis-
G4-FS13 advantaged areas by type 183-184 6
Initiatives toimprove access to financial services for
G4-FS14 disadvantaged people 183-184 6
Sustainable products and services
Percentage of the portfolio for business lines by
G4-FS6 specificregion, size and by sector 186 1-10
Monetary value of products and services designed
todeliver aspecificsocial benefit for each business
G4-FS7 line broken down by purpose 185-186 1-10
Monetary value of products and services designed
todeliver aspecificenviromental benefit foreach
G4-FS8 business line broken down by purpose 185-186 1-10
Responsible owner
Percentage and number of companies held in the
institution's portfolio with which the reporting
organisation hasinteracted on environmental or
G4-FS10 socialissues 184-185 1-10

In 2017 the Annual Accounts Act was amended (chapter 6, paragraph 12)
torequire sustainability reporting. The new requirement stipulates that

a sustainability report must contain the sustainability disclosures needed
tounderstand the company’s development, financial position and results,

concerning the environment, social conditions, personnel, respect for
humanrights and preventing corruption. The following table, with page
referencestothe report, is presented to clarify how Swedbank meets
the new legal requirements.

and the consequences of its operations, including disclosures on topics

Pagereference by area Environment HR Social conditions Humanrights Anti-corruption

Business model 14-15 14-15 14-15 14-15 14-15

Material risks 175,180-182,187-188 175,180-182,189-190 175,180-182,193 175,180-182,192 175,180-182,191

Policy, results 187-188 189-190 193 192 191

andindicators Environmental policy Occupational health and Gender equality and diver- Human rights policy Anti-corruption policy
availableon safety policy available on sity policy availableon availableon availableon

swedbank.com/
sustainability

swedbank.com/
sustainability

swedbank.com/
sustainability

swedbank.com/
sustainability

swedbank.com/
sustainability

Management of risks

34-37,187-188

34-37,189-190

34-37,193

34-37,192

34-37,191
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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, 22 February 2018

Lars Idermark
Chair

Bodil Eriksson

Annika Poutiainen

Peter Norman

Camilla Linder
Employee representative

Mats Granryd

Ulrika Francke
Vice Chair

Bo Johansson

Magnus Uggla

Siv Svensson

Roger Ljung
Employee representative

Birgitte Bonnesen
President and CEQ

Our auditors’ report was submitted on 22 February 2018

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 2017-01-01 - 2017-12-31
except for the corporate governance statement on pages 38-55. The
annual accounts and consolidated accounts of the company are
included on pages 22-172 in 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 2017 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 2017 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 38-55. The statutory administrationreportis
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.

Ouropinionsin thisreport 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. This includes
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 accounts as
awhole, but we do not provide a separate opinion on these matters.
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Judgments and estimates with respect

to valuation of loan receivables

Recognition and measurement of financial instruments as regulated

inlAS 39isacomplex and significant area with large impact on Swed-

bank’s business and financial reporting. Management exercises signif-
icant judgment when determining both when and how much torecord
asloanloss provisions. Examples of various assumptions and judg-
mentsincludes the financial condition of the counterparty, expected
future cash flow, observable market prices and expected net selling
prices. The use of different modelling techniques and assumptions
could produce significantly different estimates of loan loss provisions.

Furthermore, the associated disclosures are complex and dependent

on highquality data.

At December 31,2017, gross loans to the publicamounted to SEK
1535198 million, withloan loss provisions of SEK 3886 million. Given
thesignificance of loans to the public (representing 69% of total
assets)as well as theimpact from theinherent uncertainty and
subjectivity involved inassessing loanloss provisions, we consider
thistobe akey audit matter for our audit.

Refer tocriticaljudgments and estimatesinnote G2and Pl in
thefinancial statement and related disclosures of credit risk in note
G3andPe.

Our audit proceduresincluded, but were not limited to:

* We assessed key controls over the approval, recording and monitor-
ing of loans and receivables, and evaluating the methodologies,
inputs and assumptions used in determining and calculating the loan
loss provisions.

« For provisions calculated on anindividual basis we examined a selec-
tion of individual loan exposure in detail, and evaluated management
assessment of therecoverable amount. We tested the assumptions
underlying the impairment, including forecast of future cash flows,
valuation of underlying collateral and estimates of recovery on
default. We applied professional judgment in selecting theloan
exposure for our detailed testing with an emphasis on exposuresin
sectorsthat pose anincreased uncertainty for recovery inthe cur-
rent market circumstances, for example the shipping & offshore
industry. To assess whetherimpairments had beenidentifiedina
timely manner, we also examined a selection of loans that had not
beenidentified by management as potentially impaired.

« We examined, supported by our specialists, the sufficiency of the
underlying models, assumptions and data used to measure loan loss
provisions for portfolios of loans with similar credit characteristics.
Likewise we have examined the models, assumptions and data used
forthe collectiveimpairment forincurred but not identified loss
events.

« Finally, we assessed the completeness and accuracy of the disclo-
suresrelating toloanloss provision to assess compliance with dis-
closure requirementsincludedin IFRS.

Valuation of complex or illiquid financial instruments
The valuation of financial instrumentsis a key area of focus of our
audit given the degree of complexity involved in valuing some of the
financial instruments and the judgments and estimates made by
management.

At December 31,2017, financial instruments measured at fair
value, comprised of assets of SEK 450481 million and liabilities of
SEK 273003 million. For financial instruments that are actively traded
and for which quoted market prices are available, thereis a high level
of objectivity indetermining the market price (level 1 instruments).
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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 suchinstruments is
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 financialinstruments at
fairvalueinnote G44, G45 and P39.

Our audit proceduresincluded, but were not limited to:

* We testedidentified key controlsin the valuation processes, which
included controls over datainputs into valuation models, validation
of valuation models and changes to existing models.

« Forlevel Linstruments, 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 the Group’s valuations.

« Forinstruments with significant and unobservable inputs, mainly
certainderivatives, we used internal valuation experts to assess and
evaluate the different assumptions used.

« Wealso evaluated the methodology and inputs used by manage-
ment to determine the valuation adjustmentsin the derivatives
portfolio.

« Finally, we assessed the completeness and accuracy of the disclo-
sures relating to financial instruments at fair value to assess compli-
ance with disclosure requirementsincludedin IFRS.

Impairment of goodwill

At December 31,2017, goodwill amounted to SEK 13 100 million, pri-

marily related to Baltic Banking. According to IAS 36 Impairment of

assets, anassessmentis required annually to establish whether an
impairment of goodwillis required.

The impairment assessment is based on future cash flows dis-
counted atan appropriate discount rate. The estimation of future
cash flows and the level to which they are discounted is inherently
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 goodwill in note
G29and P25.

Our audit proceduresincluded, but were not limited to:

« We assessed that the methodology and impairment model used are
inaccordance withIAS 36.

« We assessed, together with our valuation experts, the different
judgment areas and assumptions in the discounted cash flow model,
forexamplediscountrates, long-term growth, creditimpairments
and cost levels.

«Keyinputsinthe model were agreed to supporting documents, such
as business/financial plans. We also performed look-back testing to
ensure historical accuracy.

« We performed anindependent sensitivity analysis, making adjust-
ments toanumber of model assumptions, such as discount rates,
long-term growth and cost/income ratio, toidentify any further risk
ofimpairment.

* Weevaluated the governance over the process by ensuring the
involvement of appropriate competencies in the assessments and
that decisions were made at the correct level.

« Finally, we assessed the completeness and accuracy of the disclo-
suresrelating to goodwill to assess compliance with disclosure
requirementsincludedin IFRS.

AUDITORS' REPORT

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 overall inter-
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
thistobe akey audit matter for our audit.

Swedbank categorizes theirkey IT-risk and control domains
relating to financial reporting in the following sections:
* Modifications 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
tothe|T-environment are appropriately implemented and function
consistently with management'sintentions.
Our audit proceduresincluded, but were not limited to:
« We assessed management’s principles and processes for modi-
fications to the IT-environment.
* We assessed management’s testing and monitoring of modifications
intheIT-environment.
* Weevaluated segregations of duties for personnel working with
development and production environment.

Operations and monitoring of the IT-environment
Inappropriate operation and monitoring of the IT- environment may
resultintheinability to prevent or detectincorrect data processing.
Hence management hasimplemented processes and controls to sup-
portthatIT environmentis continuously monitored and thatincorrect
data processingisidentified and corrected.
Our audit proceduresincluded, but were not limited to:
* We evaluated the appropriateness of IT-System job scheduling and
alarm configuration capabilities.
* Weevaluated the appropriateness of IT-System and job monitoring
capabilities and alarm monitoring.

Information security

If physical and logical security tools and controls are notimplemented

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
disclosed inappropriately. Thisis of particularimportance considering
the current cyber threat level. Hence management has implemented
processes and controls to support thatinformationis safeguarded
through access controls and that known vulnerabilities are timely
managed.

Ouraudit proceduresincluded, but were not limited to:

« Weevaluated the process foridentity and access management,
including access granting, change and removal.

 We evaluated the appropriateness of processes and tools to ensure
availability of data as per user requests and business requirements,
including data back-up and restore procedures.

« We evaluated the appropriateness of controls for security govern-
ance and system hardening to protect systems and data from
unauthorised use, including logging of security events and proce-
durestoidentify known vulnerabilities.
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Other information than the annual accounts

and consolidated accounts

This document also contains other information than the annual
accountsand consolidated accountsandis found on pages 1-21,173-
196,203-212. The Board of Directors and the Managing Director are
responsible for this otherinformation.

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 annual accounts and consolidated accounts. In this procedure
we also takeintoaccount our knowledge otherwise obtainedin the
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.

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 presentationinaccordance 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
accounts that 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 continue asa
going concern. They disclose, as applicable, mattersrelated to going
concernand using the going concern basis of accounting. The going
concern basis of accountingis however not applied if the Board of
Directorsand 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.
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Auditor’s Responsibility

Our objectives 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 thatincludes our opinions. Reasonable assuranceisa
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 canarise 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.

Afurther description of our responsibilities for the audit of the
annual accounts and consolidated accounts s located at the Swedish
Inspectorate of Auditors website: www.revisorsinspektionen.se/
revisornsansvar. This description 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 2017-01-01 - 2017-12-31 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
Directors and 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:

« has 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
oromissions that can give rise toliability to the company, or that the
proposed appropriations of the company’s profitor loss are notin
accordance 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 38-55 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
general meeting of the shareholderson the on March 19,2014
and has been the company’s auditor since prior tojJune 17,1994,

Deloitte AB, was appointed auditor of Swedbank AB by the general

meeting of the shareholders on the on March 19,2014 and has been
the company’s auditor since prior tojune 17,1994,

Stockholm, February 22,2018
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
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 2017. The Company
hasdefined the scope of the Sustainability Report on page 174.

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 174 in 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 onthe limited 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. criteria defined by the Board

of Directors and Executive Management.

Stockholm, 22 February, 2018

Deloitte AB

Patrick Honeth Elisabeth Werneman Andreas Drugge
Authorised Public Authorised Public Expert Member
Accountant Accountant of FAR

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 2017 on pages 14-15, 34-37,175, 180-
182,187-192 and that it has been prepared in accordance 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, 22 February, 2018
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 Cirkus, Djurgardsslatten
43-45, Stockholm on Thursday, 22 March 2018.

Notification of attendance

Shareholders who wish to attend the Annual General Meeting must:

¢ berecordedinthe shareregister maintained by Euroclear Sweden
AB (Euroclear)on 16 March 2018.

¢ 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 16 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 16
March 2018.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 16 March 2018.

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
later than 22 February 2018 at http://www.swedbank.com/ir under
the heading Annual General Meeting and in Post och Inrikes Tidningar
(The Official Swedish Gazette). An announcement of notice publica-
tion was also published in Dagens Nyheter and elsewhere.

Dividend

The Board of Directors recommends that shareholdersreceive
adividend of SEK 13,00 per ordinary share. The proposed record day for
thedividendis 26 March 2018. The last day for trading in Swedbank’s
sharesincluding the right to the dividend is 22 March 2018. If the
Annual General Meeting adopts the Board of Directors’ recommenda-
tion, the dividend is expected to be paid by Euroclear on 29 March 2018.

Swedbank Annual and Sustainability Report 2017



204

MARKET SHARES

Market shares

Market shares, per cent Volumes, SEKbn
Sweden 2017 2016 2015 2014 2013 2017 2016 2015 2014 2013
Private Market
Deposits 21 21 21 21 21 357 337 310 286 270
Lending 23 23 23 24 24 867 825 770 731 690
of which mortgage lending 24 25 25 25 25 761 720 665 627 591
Bank Cards (thousands) na. n.a. na. na. na. 4226 4152 4066 3903 3836
Corporate Market
Deposits 20 20 19 19 18 219 206 183 163 151
Lending 17 19 19 19 17 405 408 397 388 340
Market shares, per cent Volumes, SEKbn
Baltic countries 2017 2016 2015 2014 2013 2017 2016 2015 2014 2013
Private Market
Estonia
Deposits 55 55 55 54 54 39 35 30 29 25
Lending 46 47 47 46 46 36 33 30 29 27
of which mortgage lending 46 46 46 45 46 33 30 27 27 25
Bank Cards (thousands) (as of
2017-09) 60 60 60 60 60 1116 1108 1104 1100 1088
Latvia
Deposits 32 31 28 28 29 26 24 20 19 16
Lending 31 31 29 29 29 17 16 15 16 16
of which mortgage lending (as of
2017-09) 34 34 31 31 31 14 14 13 14 14
Bank Cards (thousands) (as of
2017-09) 44 43 43 42 42 993 988 982 978 1000
Lithuania (as of 2017-09)
Deposits 40 40 37 37 37 44 43 34 33 26
Lending 34 34 28 28 27 28 26 19 18 17
of which mortgage lending 33 33 26 27 26 25 23 16 16 15
Bank Cards (thousands) 51 50 48 49 51 1685 1705 1659 1700 1821
Market shares, per cent Volumes, SEKbn
Baltic countries 2017 2016 2015 2014 2013 2017 2016 2015 2014 2013
Corporate Market
Estonia
Deposits 43 43 41 36 37 35 34 31 27 24
Lending 37 34 34 34 35 37 34 30 30 28
Latvia
Deposits 15 15 12 12 14 17 19 18 17 17
Lending 17 16 17 17 17 15 15 16 17 17
Lithuania (as of 2017-09)
Deposits 23 25 24 22 25 16 17 12 13 12
Lending 18 18 23 23 21 19 19 20 20 18
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FIVE-YEAR SUMMARY - GROUP

Five-year summary

Key ratios 2017 2016 2015 2014 2013
Profit

Return on equity, % 151 158 135 150 125
Return on equity continuing operations, % 151 158 135 152 14.7
Return on total assets, % 0.79 0.82 067 0.80 0.68
Cost/income ratio 0.39 0.38 043 0.44 0.44
Net interest margin before trading interest is deducted, % 1.04 1.02 0.99 111 1.15

Capital adequacy

Common Equity Tier 1 ratio, % 24.6 25.0 24.1 21.2
Tier 1 capital ratio, % 273 287 269 224
Total capital ratio, % 30.7 31.8 30.3 255
Common Equity Tier 1 capital 100510 98679 93926 87916
Tier 1 capital 111560 112960 104 550 92914
Total own Funds 125256 125189 117819 105588
Risk exposure amount 408 351 394135 389098 414214

Credit quality

Credit impairment ratio, % 0.08 0.09 0.04 0.03 0.00
Share of impaired loans, gross, % 0.55 0.52 0.40 041 0.55
Provision ratio for impaired loans, % 34 33 40 35 38
Total provision ratio for impaired loans, % 45 46 56 53 54
Other data 2017 2016 2015 2014 2013
Private customers, million* 7.4 7.3 7.2 7.29 7.18
Corporate customers, thousands 625 651 640 642 624
Full-time employees 14588 14061 13893 14583 14 265
Branches? 565 603 658 709 721
ATMs? 1199 1238 12390 1397 1396

1) Number of private customersin the baltic countries are reported according to a new definition as from 2015, lowering the reported number of customers by approximately
0.8 millionfor 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

2017 - Profit for the year decreased to SEK 19350m, compared with SEK
19539minthe equivalent periodin 2016, mainly because the 2016 result
was positively affected by a gain of SEK2 115mon the sale of Visa Europe.
Incomeincreased 4 per cent to SEK 42 438m (40821). Expensesrose to
SEK16415m(15627)mainly due toincreased staff costs. Arestructuring
reserve of SEK 300m was established during the year due to changesin the
IT organisation. PayEx added SEK 194m to expenses. FX effects raised
expenses by SEK64m. Creditimpairments fell to SEK 1 285m (1 367) due
tolower provisions for oil related commitments within Large Corporates
&Institutions. Creditimpairments increased in Swedish Banking due to
provisions foranumber of individual commitments while Baltic Banking-
reportednetrecoveries

2016 - Profit for the yearincreased by 24 percent to SEK 19539m
(15727).Increased income, mainly due to the sale of Visa Europe, improved
net gainsand losses on financial items within Group Treasury and higher
netinterestincome contributed positively to the result.

Expensesincreased to SEK16441m (16 333). 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 SEK 1 367m (594) due to increased 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 gainsand losses on financial items at fair value and a one-off
tax expense. Expenses decreased 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 cent to SEK 17 602m, slightly below the expense target.
Of these expenses, SEK 615m were one-off expenses attributable to the
acquisition of Sparbanken Oresund during the second quarter 2014.
Excluding Sparbanken Oresund, expenses decreased slightly.

2013 - Profitincreased by 3 percent from stronger netinterestincome
duetorepricing and lower funding costs, but also higher commission
income and largely unchanged expenses. Swedish Banking was the big-
gest contributor to the higher profit. During the year Swedbank sold its
Ukrainian subsidiary, whichresulted in acumulative negative translation
difference of SEK 1 875min profit. This and the remaining Russian opera-
tionsarerecognised as discontinued operations. The reclassification did
not affect Swedbank’s capital, capitalisation, cash flow or the Board's
proposeddividend for 2013. During the year the phase-out of Ektornet
continued.

Income statement, SEKm 2017 2016 2015 2014 2013
Net interest income 24595 22850 22476 22159 21624
Net commissions 12030 11333 11199 11204 10132
Net gains and losses on financial items at fair value 1934 2231 571 1986 1484
Net insurance 937 754 708 581 647
Share of profit or loss of associates 971 2467 863 980 852
Other income 1971 1186 12390 1911 1794
Total income 42 438 40821 37107 38821 36533
Staff costs 9945 9376 9395 10259 9651
Other expenses 5870 5622 5749 6142 5853
Depreciation/amortisation of tangible and intangible fixed assets 600 629 672 718 739
Total expenses 16 415 15627 15816 17119 16 243
Profit before impairments 26023 25194 21291 21702 20290
Impairments of intangible fixed assets 175 35 254 1 182
Impairments of tangible fixed assets 21 31 72 256 693
Credit impairments 1285 1367 594 419 60
Operating profit 24542 23761 20371 21026 19 355
Tax expense 5178 4209 4625 4301 4099
Profit from continuing operations 19364 19552 15746 16725 15256
Profit for the period from discontinued operations, after tax -6 -262 -2 340
Profit for the year 19364 19552 15740 16 463 12916
Profit for the year attributable to:

Shareholders in Swedbank AB 19350 19539 15727 16 447 12901
Non-controlling interests 14 13 13 16 15
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FIVE-YEAR SUMMARY - GROUP

Balance sheet, SEKm 2017 2016 2015 2014 2013
Loans to credit institutions 30746 32197 86418 113820 82278
Loans to the public 1535198 1507247 1413955 1404507 1264910
Interest-bearing securities

Treasury bills and other bills eligible for refinancing with central banks 85903 107571 76552 46 225 56814

Bonds and other interest-bearing securities 59131 74501 88610 124455 125585
Shares and participating interests

Financial assets for which customers bear the investment risk 180320 160114 153442 143319 122743

Shares and participating interests 19850 23897 11074 9931 7 109

Shares and participating interests in associates 6357 7319 5382 4924 3640
Derivatives 55 680 87811 86107 123202 64 352
Others 239451 153546 227315 150914 96671
Total assets 2212636 2154203 2148855 2121297 1824102
Amounts owed to credit institutions 68 055 71831 150493 171453 121621
Deposits and borrowings from the public 855 609 792 924 748271 676679 620608
Debt securities in issue 844 204 841673 826 535 835012 726275
Financial liabilities for which customers bear the investment risk 181124 161051 157836 146177 125548
Derivatives 46 200 85589 68 681 85694 55011
Other 58 364 44176 49 084 69952 55175
Subordinated liabilities 25508 27 254 24613 18957 10159
Equity 133572 129705 123342 117373 109705
Total liabilities and equity 2212636 2154203 2148855 2121297 1824102
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THREE-YEAR SUMMARY - BUSINESS SEGMENTS

Three-year summary

Swedish Banking

SEKm 2017 2016 2015

Income statement

Net interest income 15103 13969 12934
Net commissions 7448 6932 7186
Net gains and losses on financial items at fair value 398 306 263
Share of profit or loss of associates 869 815 862
Otherincome 1311 583 674
Total income 25129 22 605 21919
Staff costs 3136 3106 3323
Variable staff costs 103 136 151
Other expenses 5622 5523 5667
Depreciation/amortization 67 97 105
Total expenses 8928 8862 9246
Profit before impairments 16 201 13743 12673
Impairment of intangible assets 80

Impairment of tangible assets

Credit impairments 413 -51 482
Operating profit 15708 13794 12191
Tax expense 3160 2959 2834
Profit for the year attributable to:

Shareholders of Swedbank AB 12534 10822 9344
Non-controlling interests 14 13 13

Balance sheet, SEKbn
Cash and balances with central banks

Loans to credit institutions 5 5 42
Loans to the public 1150 1135 1065
Interest-bearing securities

Financial assets for which customers bear inv. risk 176 156 153
Derivatives

Other assets 15 10 10
Total assets 1346 1306 1270
Amounts owed to credit institutions 26 24 89
Deposits and borrowings from the public 530 500 457
Debt securities in issue

Financial liabilities for which customers bear inv. risk 177 157 155
Derivatives

Other liabilities 556 572 518
Subordinated liabilities

Total liabilities 1289 1253 1219
Allocated equity 57 53 51
Total liabilities and equity 1346 1306 1270
Income items

Income from external customers 25027 22504 21823
Income from transactions with other business areas 102 101 96
Key ratios

Return on allocated equity, % 22,4 20,5 181
Loans/deposits 219 229 235
Loans, excl. repurchase agreements and Swedish National Debt Office, SEKbn 1150 1135 1066
Deposits, excl. repurchase agreements and Swedish National Debt Office, SEKbn 525 496 453
Credit impairment ratio, % 0,04 0,00 0,04
Loans to credit institutions and the public, opening balance, SEKbn 1140 1107 1083
Cost/income ratio 0,36 0,39 0,42
Risk exposure amount 171 182 183
Full-time employees 3980 4090 4320
Allocated equity, average, SEKbn 56 53 5¢2

Swedbank Annual and Sustainability Report 2017



209

Three-year summary

Baltic Banking

THREE-YEAR SUMMARY - BUSINESS SEGMENTS

SEKm 2017 2016 2015
Income statement

Net interest income 4221 3994 3558
Net commissions 2364 2074 2051
Net gains and losses on financial items at fair value 220 220 202
Share of profit or loss of associates

Otherincome 621 520 473
Total income 7 426 6808 6284
Staff costs 858 828 778
Variable staff costs 50 64 69
Other expenses 1666 1546 1496
Depreciation/amortization 102 113 135
Total expenses 2676 2551 2478
Profit before impairments 4750 4257 3 806
Impairment of intangible assets

Impairment of tangible assets 21 21 8
Credit impairments -97 -35 -172
Operating profit 4826 4271 3970
Tax expense 827 586 1510
Profit for the year attributable to:

Shareholders of Swedbank AB 3999 3685 2460
Non-controlling interests

Balance sheet, SEKbn

Cash and balances with central banks 3 3 2
Loans to credit institutions

Loans to the public 149 140 125
Interest-bearing securities 2 1 1
Financial assets for which customers bear inv. risk 4 4 3
Derivatives

Other assets 52 47 37
Total assets 210 195 168
Amounts owed to credit institutions

Deposits and borrowings from the public 185 171 145
Debt securities in issue

Financial liabilities for which customers bear inv. risk 4 4 3
Derivatives

Other liabilities

Subordinated liabilities

Total liabilities 189 175 148
Allocated equity 21 20 20
Total liabilities and equity 210 195 168
Income items

Income from external customers 7426 6811 6286
Income from transactions with other business areas

Key ratios

Return on allocated equity, % 19.2 180 123
Loans/deposits 81 83 86
Loans, excl. repurchase agreements and Swedish National Debt Office, SEKbn 149 140 124
Deposits, excl. repurchase agreements and Swedish National Debt Office, SEKbn 185 170 145
Credit impairment ratio, % -0.07 -0.03 -0.14
Loans to credit institutions and the public, opening balance, SEKbn 140 125 126
Cost/income ratio 0.36 0.37 0.39
Risk exposure amount 82 79 74
Full-time employees 3476 3642 3661
Allocated equity, average, SEKbn 21 20 20
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THREE-YEAR SUMMARY - BUSINESS SEGMENTS

Three-year summary
Large Corporates & Institutions

Income statement

Net interest income 3546 3334 3417
Net commissions 2348 2336 2011
Net gains and losses on financial items at fair value 1853 2068 1891
Share of profit or loss of associates

Other income 123 77 131
Total income 7870 7 815 7 450
Staff costs 1384 1466 1385
Variable staff costs 146 230 226
Other expenses 1910 1757 1646
Depreciation/amortization 76 73 63
Total expenses 3516 3526 3320
Profit before impairments 4354 4289 4130
Impairment of intangible assets 35

Impairment of tangible assets 8

Credit impairments 969 1482 284
Operating profit 3385 2764 3846
Tax expense 727 449 629
Profit for the year attributable to:

Shareholders of Swedbank AB 2658 2315 3217

Non-controlling interests

Balance sheet, SEKbn

Cash and balances with central banks 8 2 5
Loans to credit institutions 54 43 4
Loans to the public 228 228 217
Interest-bearing securities 27 34 33
Financial assets for which customers bear inv. risk

Derivatives 63 97 92
Other assets 39 33 92
Total assets 419 437 443
Amounts owed to credit institutions 179 164 198
Deposits and borrowings from the public 138 127 121
Debt securities in issue 18 18 17
Financial liabilities for which customers bear inv. risk

Derivatives 60 103 88
Other liabilities 5

Subordinated liabilities

Total liabilities 395 417 424
Allocated equity 24 20 19
Total liabilities and equity 419 437 443
Income items

Income from external customers 7823 7761 7343
Income from transactions with other business areas 47 54 107
Key ratios

Return on allocated equity, % 120 119 16.2
Loans/deposits 158 148 149
Loans, excl. repurchase agreements and Swedish National Debt Office, SEKbn 203 178 181
Deposits, excl. repurchase agreements and Swedish National Debt Office, SEKbn 128 116 121
Credit impairment ratio, % 0.40 0.59 0.10
Loans to credit institutions and the public, opening balance, SEKbn 271 221 576
Cost/income ratio 0.45 0.45 0.45
Risk exposure amount 137 110 112
Full-time employees 1173 1218 1185
Allocated equity, average, SEKbn 22 20 20
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Definitions
CAPITAL REQUIREMENT REGULATIONS, CRR, STATED
IN EU REGULATION NO 575/2013

Additional Tier 1capital
Capitalinstruments and related share premium accounts that fulfill certain
regulatory conditions after considering regulatory adjustments.

Average risk weight
Totalrisk exposure amount divided by the total exposure value for
anumber of exposures.

Common Equity Tier 1capital

Capital consisting of capitalinstruments, related share premium accounts,
retained earnings and other comprehensive income after considering
regulatory adjustments.

Common Equity Tier 1capital ratio
Common Equity Tier 1 capitalinrelation to the total risk exposure amount.

Expected loss (EL)

Expected loss shall provide anindication of the mean value of the credit
losses that Swedbank may reasonably be expected to incur. 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 effects and credit conversion factors, the exposure valueis the
value to which therisk weight is applied when calculating the risk exposure
amount.

Leverage ratio
Tier 1 capitalinrelationto 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 expectedtobelostin the event of default.

Minimum capital requirement

The minimum capital a bank 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 thata counterparty
or contract willdefault withina 12-month period.

Risk exposure amount
Risk weighted exposure valuei.e. the exposure value after considering
theriskinherentin theasset.

Tier 1capital
The sum of Common Equity Tier 1 capital and Additional Tier 1 capital
accordingtoarticle 25inCRR.

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
Own fundsinrelation to the total risk exposure amount.

DEFINITIONS

ALTERNATIVE PERFORMANCE MEASURES

Allocated equity

Allocated equity is the operating segment’s equity measureandisnota
measure thatisdirectly required by IFRS. The Group’s equity attributable
toshareholdersisallocated to each operating segment based on capital
adequacy rules and estimated capital requirements based on the bank’s
internal Capital Adequacy Assessment Process (ICAAP).

Cost/income ratio
Total expensesinrelationtototalincome.

Credit impairment ratio

Creditimpairment onloansand other credit risk provisions, net, inrelation
tothe openingbalance of loans to creditinstitutions and loans to public
after provisions.

Equity per share
Shareholders’equity inrelation to the number of shares outstanding.

Loan/deposit ratio

Lending tothe 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

Netinterest marginis calculated as Netinterestincomeinrelation to
average total assets. The average s calculated using month-end figures,
including the prior yearend.

Net interest margin before trading interest is deducted

Netinterest margin before trading interestis deductedis calculated as
Netinterestincome before tradinginterestisdeductedin relation to
average totalassets. The averageis 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
basedoncurrent rules. NSFRis prsented in accordance with Swedbank’s
interpretation of the Basel Committee’s recommendation (BCBS295).

Provision ratio for impaired loans
Provisions forimpairedloans assessedindividually in relation toimpaired
loans, gross.

Return on allocated equity

Returnonallocated equity for the operating segmentsis calculated based
on profit for the financialyear for the operating segment (operating profit
less estimated tax and non-controllinginte ests), inrelation to average
allocated equity for the operating segment. The average is calculated
using month-end figures, including the prior year end.

Return on equity

Profit for the financial year allocated to shareholdersin relation to average
equity attributable toshareholders’ of the parent company. The average is
calculated using month-end figures, including the prior year end.

Return on total assets
Profit for the yearinrelationto average (calculated on month-end figures)
totalassets.

Share of impaired loans, gross
Carrying amount of impaired loans, gross, inrelation to the carrying
amount of loanstocreditinstitutions and the public excluding provisions.

Share of impaired loans, net
Carrying amount of impaired loans, net, in relation to the carrying amount
of loans to creditinstitutions and the public.

Total provision ratio for impaired loans
Allprovisions (individually assessed and portfolio) for loans in relation to
impairedloans, gross.
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DEFINITIONS

OTHER

Cash flow per share
Cashflow for the yearinrelation to the weighted average number
of shares outstanding during the year.

Credit impairments

Established losses 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 shareholdersinrelation 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

Profit for the year allocated to shareholdersinrelation 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

Loans where thereis, onindividual level, objective evidence of aloss 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
Provisions forindividual exposures classified as impaired.

Interest fixing period
Contracted period during whichinterest onanasset or liability is fixed.

Liquidity Coverage Ratio (LCR)

The LCRwasintroduced by the EU through the Delegatedact on LCRin
October 2015. The LCRaccording to Swedish definitions and through
national SFSA’s regulations (FFFR2012:6)isin force since 2012. The LCRis
used todefine a quantitative regulatory requirement on European banks’
liquidity risk. ALCRratio above 100% implies that the bank has enough of
liquid assets to coveritsliguidity over 30 calendar day time horizon under
asignificantly severeliquidity stress scenario.
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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

Aninterim step toindividual provisions The provisions arerelated toaloss
event withinagroup of exposures with similar credit risk characteristics.
Alossevent hastaken 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.

Return on total assets
Profit for the yearinrelationtoaverage (calculated on month-end figures)
totalassets.

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.
VaRisdefined 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.



Contacts

Head office

Corp.No.502017-7753

Visiting address: Landsvdgen 40,172 63 Sundbyberg
Mailing address: 105 34 Stockholm, Sweden
Telephone: +46 8 585900 00
E-mail:info@swedbank.se

www.swedbank.com

Contact

Gabriel Francke Rodau

Head of Group Communication

Telephone: +46 70 144 8966

E-mail: gabriel.francke.rodau@swedbank.com

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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