== Brenneysundregistrene

Arsregnskap for regnskapséret 2022

Organisasonsnr: 991 303 995
Navn/foretaksnavn.  HANDELSBANKEN EIENDOMSKREDITT
FILIAL AV STADSHYPOTEK AB
Forretningsadresse:  Tjuvholmen allé 11
0252 OSLO

Brenngysundregistrene
25.07.2024

Brenngysundregistrene

Postadresse: 8910 Branngysund

Telefoner: Opplysningstelefonen 7500 75 00 Telefaks 75 00 75 05
E-post: firmapost@brreg.no Internett: www.brreg.no
Organisasjonsnummer: 974 760 673



Brgnngysundregistrene Arsregnskap regnskapséaret 2022 for 991303995

+

2023 200143

Bronnaysundregistrene - Regnskapsregisteret

VEDLEGG TIL ARSREGNSKAP 2022
Organisasjonsnr.
HANDELSBANKEN EIENDOMSKREDITT NUF
FILIAL AV STADSHYPOTEK AB
Postboks 1342 Vika
om3osLo 991 303 995
Registrerte applysninger per Eventuelle endringer dette regnskapsaret
27.06.2023
Startdato Avslutningsdato Startdato Avslutningsdato
01.01.2022 31.12.2022

Konsernfarheld Morselskap Endret kehsernforhold
Foreninger som falger regler
for frivillig virksombhet, kan Morseiskap Ikke
ikke vaere marselskap NEI EI Ij maorselskap
Kun for aksjeselskap som har meldt fravalg av revisjon

0~
Selskapet har besluttet at Arsregnskapet ikke skal revideres
Arsregnskapel er utarbeidel av ekstern autorisert regnskapsfarer D Ja
Ekstern autarisert regnskapsfarer har i lepet av regnskapsaret bistdtt ved den lapende D Ja
regnskapsfaringen eller utfart andre tjenester for selskapet enn 3 utarbeide &rsregnskapet
Arsregnskapet er satt opp etter reglene for friviltig virksomhet Avkrysning er kun aktuett for foreninger (FLI)

som er registrert{ Frivillighetsregisteret

Hvis enheten ikke falger norsk regnskapslov etler E IFRS selskap D IFRS konsern
friviltighetsregisterloven, kryss av

::;;se:‘l’-nelen velger & avvike fra regnskapsloven § §-1, D Funksjon selskap D Funksjon konsern
Folges regnskapsreglene for sm3 foretak? [:l Ja IE. Nei

Jeg bekrefter at vedlagte drsregnskap er fastsatt av kompetent organ den Dato

Sted/dato, Underskrift av representant for enheten

Bare til bruk for Regnskapsregisteret ¥\

G NYVE Admr Kregn Ja l:l Nei

M Rets D Ant.s
otobotuoooogbodaod

ov.h &rsb res bat ebal gjbal rev i-rev.  k-res k-bal k-n k-rev  j-k-rev n
k-regn kte d.k ik-tv konsf  ifrs fr-rev funk u.off  brev
BR-1001-11

Aktiv.
regn

+

UTLA

ch‘\"

+

25.07.2024 ki 18:02 Brgnngysundregistrene

Side 1 av 98



Brgnngysundregistrene Arsregnskap regnskapsaret 2022 for 991303995

Brenneysundregistrene

ARSREGNSKAP FOR REGNSKAPSARET 2022

Journalnummer:

Enheten
Organisasjonsnummer:
Organisasjonsform:
Foretaksnavn:

Forretningsadresse:

Regnskapsar
Arsregnskapets periode:

Konsern
Morselskap i konsern:

Regnskapsregler

Regler for smd foretak benyttet:
Benyttet ved utarbeidelsen av
Arsregnskapet til selskapet:

Har utarbeidet 'land-for-land' rapport:

ﬁrsregnskapet fastsatt av kompetent
Bekreftet av representant for selskapet:
Dato for fastsettelse av drsregnskapet:

Grunnlag for avgivelse

- GENERELL INFORMASJON

2023 509322

991 303 995

Norskreg. utenlandsk foretak
HANDELSBANKEN EIENDOMSKREDITT
FILIAL AV STADSHYPOTEK AB
Tjuvholmen allé 11

0252 0OSLO

01.01.2022 - 31.12.2022

Nei

Nei

IFRS
Ja

organ
Nils Mikael Otterbérk
26.05.2023

Ar 2022: Arsregnskap er elektronisk innlevert.
Ar 2021: Tall er hentet fra elektrcnisk innlevert Arsregnskap fra 2022.

Det er ikke krav til at Arsregnskapet m.v.

som sendes til Regnskapsregisteret

er undertegnet. Kontrollen pd at dette er utfert ligger hos revisor/enhetens

overste organ. Sikkerheten ivaretas ved at

innsender har rolle/rettighet

for innsending av drsregnskapet via Altinn, og ved at det bekreftes at
drsregnskapet er fastsatt av kompetent organ.

Brenneysundregistrene, 27.06.2023

Bronnoysundregistrens

Postadresse: Postboks 900, 8810 Brennoysund
Telefon: 75 00 75 00

E-post: firmapost@brreg.no Internelt; www.brreg.no
Organisasjonsnummer: 974 760 673

25.07.2024 Kkl 18:02

Brgnngysundregistrene



—— Brgnngysundregistrene Arsregnskap regnskapsaret 2022 for 991303995

Organisasjonanr: 991 303 995
HANDELSBANFEN EIENDOMSKREDITT
FILIAL AV STADSHYPOTEK AB

RESULTATREGNSKAP

Belep i: SEK Note 2022 2021

- RESULTATREGNSKAP
Renteinntekter og
lignende inntekter
Renteinntekter beregnet
etter
effektivrentemetoden av
utldn til og fordringer

pa kunder 3 27 213 000 000 20 971 000 000
Sum renteinntekter og
lignende inntekter 27 213 000 000 20 971 000 000

Rentekostnader og
lignende kostnader
Rentekostnader beregnet
etter
effektivrentemetoden pa
innskudd fra og gjeld til

kunder 3 12 234 000 00CO 5 316 000 000
Sum rentekostnader og

lignende kostnader 12 234 000 000 5 316 000 000
Nettc renteinntekter 14 979 000 000 15 655 000 Q00

Provisjonsinntekter og
inntekter fra banktjenester 4 13 000 000 13 000 000

Provisjonskostnader og
kostnader ved banktjenester 4 52 000 000 41 000 000

Utbytte og andre

inntekter av

egenkapitalinstrumenter

Sum utbytte og andre

inntekter av

egenkapitalinstrumenter 0 0

Netto verdiendring og

gevinat/tap pd valuta og

finansielle instrumenter

Netto verdiendring og

gevinst/tap pa

rentebarende verdipapirer 5 -12 000 €00 88 000 000
Sum netto verdiendring og

gevinast/tap pd valuta og

finansielle instrumenter =12 000 ©00 88 000 000

Andre driftsinntekter 29 1 190 000 000 2 000 000

Lenn og andre

personalkostnader 6 76 000 000 100 000 000
Utskriftsdato 27.06.2023 Organisasjonsnr 991 303 §95 Side 1 av 4
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Andre driftskostnader 7 1 932 000 000 1 81C 000 000

Av-/nedskrivninger,

verdiendringer cg gevinst/

tap pd ikke-finansielle

eiendeler

Avskrivninger 15-16 27 000 000 27 000 000

Sum av-/nedokrivninger, o Lo = - - S
-~ — ~—verdiendringer og gevinst _

tap pd ikke-finansielle

eiendeler -27 000 000 -27 000 000

Kredittap pd utlan,

garantier mv. og

renteberende verdipapirer

Kredittap pd utldn mdlt

til amortisert kost eller

virkelig verdi med

verdiendring over andre

inntekt 8 63 000 000 -4 000 000
Sun kredittap pd utlén,

garantier og rentebarende

verdipapirer 63 000 000 -4 000 000
Resultat fer skatt fra

viderefort virksomhet 14 020 000 000 13 784 000 Q00
Resultat etter skatt fra

viderefert virksomhet 14 020 000 000 13 784 000 000
Resultat fer andre

inntekter og kostnader 14 020 000 000 13 784 000 000
Andre inntekter og

kostnader

@vrige andre inntekter og

kostnader -1 133 000 000 -707 000 000

Skatt pd andre inntekter
og kostnader som ikke
blir omklassifisert til

resultatet 9 2 850 000 000 2 722 000 000

Sum andre inntekter og

kostnader -3 983 000 000 -3 429 000 000

Totalresultat for

regnakapsidret 10 037 000 000 10 355 000 000
Utskriftsdato 27.06.2023 Organisasjonsnr 991 303 995 Side 2 av 4

25.07.2024 kI 18:02 Brgnngysundregistrene Side 4 av 98



Bronneysundregistrene

Arsregnskap regnskapsaret 2022 for 991303995

Organisasjonasnr: 991 303

995

HANDEL SBANKEN EIENDOMSKREDITT

FILIAL AV STADSHYPOTEK AB

BALANSE

Belep i: SEK

Note

2021

* 'BALANSE - EIENDELER

Otldn til og fordringer
pa kredittinstitusjoner
og finansieringsforetak
Utlidn og fordringer pa
kredittinstitusjoner og
finansieringsforetak til
virkelig verdi

Sum utlin og fordringer
pd kredittinatitusjoner
¢g finansieringaforetak

Otldn til og fordringer
pa kunder
Utlidn og fordringer pa

10 9

kunder til amortisert kost 11 1 565

Sum utlan og fordringer
pa kunder

Renteberende verdipapirer
Rentebarende verdipapirer
til wvirkelig verdi

Sum rentebasrende
verdipapirer

Finansielle derivater
Finansielle derivater

Varige driftsmidler

Sum varige driftsmidler
Andre eiendeler

Andre eiendeler

Sum andre eiendeler

SUM EIENDELER

BALANSE - GJELD OG
BGENKAPITAL

GJELD

Innlén fra
kredittinstitusjoner og
finansieringsforetak
Innlan fra
kredittinstitusjoner og
finansieringsforetak til
amortisert kost

Utskriftsdato 27.06.2023

1 565

13/14 7

1 584

066
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815
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000
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19 832 578 000 000

Organisasjonsnr 991 303 995

13 301

13 301

1 525 915

1 525 915

7 223

900
900

1 547 343

000

000

000

o000

000

000

000

000
000

000

000

000
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000
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823 116 000 000
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Sum innlén fra
kredittinstitusjoner cg
finansieringsforetak

Innskudd og andre innlin
£ra kunder

Sum innskudd ¢g andre
innldn fra kunder

- -~ " Gjeld stiftet ved

832 578 000 000

utstedelse av verdipapirer

Gjeld stiftet ved
utstedelse av
verdipapirer til
amortisert kost

Sum gjeld stiftet ved

20 670

utatedelse av verdipapirer 670

Finansielle derivater
Finansielle derivater
Annen gjeld
Armnen gjeld

Avsetninger
Forpliktelser ved utsatt
skatt

Andre avsetninger

Sum avsetninger

Ansvarlig linekapital
Sum ansvarlig ldnekapital

Fondsobligas jonskapital

13/14 16

21 10

Sum fondsobligasjonskapital

Sum gjeld
EGENKAPITAL

Innaskutt egenkapital
Preferanseaksjekapital

1 529

Annen innskutt egenkapital 22

Sum innskutt egenkapital
Opptjent egenkapital
Annen egenkapital

Sum opptjent egenkapital
Sum egenkapital

SUM GJELD OG EGENKAPITAL

Utskriftsdate 27.06.2023
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Annual Report

2022

mStadshypotek

- a Handelsbanken company
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January-December 2022 compared with January-December 2021
The operations in Stadshypotek’s Danish branch were divested during Q4 2022.

Income increased by SEK 401lm to Operating profit fell by SEK 130m

SEK 16.118m {15.717). to SEX 12.887m {13.077).

Expenses before credit losses Profit after tax decreased by SEK 3181
increased by SEK 98m to SEK -2,035m  to SEK 10,037m (10,355).

(-1.937).

Loans to the public increased by 3%,
Net credit losses totalled SEK -63m (4). or SEK 40bn, to SEK 1,566bn (1,526).

FINANCIAL CALENDAR 2023
19 July Interim report January~June 2023

This report s also avaliabla in Swadsh, in the gvent of dscrepancies,
the Swedish orginal wil superseda the EngZsh version.
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A WORD FROM THE CHIEF EXECUTIVE

A review of the year

2022 was a tumultuous year from a geopolitical and security policy perspective. For the global
and Swedish interest rate markets the year turned out to be exceptional, with decades of low figures-

- 'suddenly biown away by a steep uptum in the rates. Stadshypotek’s operations in Sweden and

Norway were characterised by a decline in growth for private lending - in line with the general
development of the market - but continued solid growth in the corporate market.

We have retaken the position as the best major mortgage provider in Sweden according to the
SKI mortgage survey for 2022, a pleasing accolade that shows we can meet our customers’ expec-
tations even in uncertain times, and provide them with a relevant offering - that is both digital and
personal. We were also the largest player in corporate lending for mulii-family dwellings during
2022, and have seen strong customer growth in the segment. We are continuing to develop our
offering, making everyday life easier for our private and corporate customers.

Stadshypotek is well equipped to continue its successful and profitable growth in a challenging

business environment.

The Swedish mortgage market slowed toa
crawl in the summer, and growth was minimal
during the second half of the year. If we com-
pare with 2021, the growth rate has shrunk
by almost 3% to 4.2%. Buyers and seflers are
struggling to find each other, meaning that far

- fewer objects are being put on sale, and indi-

vidual objects are taking a longer time to sell.
Fewer deals are cloging, quite simply. There are
no signs that this trend is likely to turn in the near
future. interest rates are rising, the cost of Iiving
has gone up, with higher energy and food
prices, so many households have seen their
purchasing power change dramatically and
margins are much slimmer. The combination

of a wary market and rising household costs
has affected the price trend for housing co-
operative apartments and single-family houses
- nationwide, prices for the former fell by 9%
and for the latter 10% in 2022. There is much
evidence that prices will continue to decline:
there are no economic indicators suggesting
either a rapid downturn in interest rates ora
sharp decrease in inflation, either of which could
put the brakes on this development. A large
majority of our customers have low loan-10-
valua ratics and healthy butfers. With that in
mind, we see no increased risk in our mortgage
portfolic at the moment. However, we have
adapted our models for mortgage applications,
applying a higher interest rate in our calculations

and using the Swedish Consumer Agency's
new guidetings for calautating the cost of living.
tn the wake of the Riksbani's policy rate
hikes in 2022, the average interest rates among
all mortgage institutions have more than dou-
bled in 2022. This is true even of the 3-month
rate, where the mortgage institutions reported
rates of between 1.14% and 1.66% in Decem-
ber 2021, compared to 3.13% and 3.68% in
the December just gone. The fast rate of interest
rate rises has meant that more and more cus-
tomers are choosing a shorter interest-fixing
period at prasent, and almost three quarters
of custormers had a 3-month rate by late 2022.
Customers believe that a longer interest-fixing
period is 100 expensive. Wa think it probable
that the trend of shorter interest-fixing periods
will remain until the Riksbank announces that it
will no longer be hiking its policy rate. As a.con-
sequence, the sensitivity of the Swedish econ-
omy to interest rates - which is already high -
will continue to increass, and the interest rates.
for around two thirds of households’ and just
over one third of real estate companies’ loans
are due for renewal within the next threa to four
quarters.

Whereas the private market has stowed
down, the opposite is true for the corporate
market, where we see good growth figures. It
has also become more expensive for compa-
nies to raise finances via bank loans, but it is

2 STADSHYPOTEK | ANNUAL REPORT 2022

still a better option than the bond market for
many companias at prasent. Solid real estate
companies will remain good customers. We aim
1o ensure that any of our customer interactions
are tailored to that individual customer’s needs
- no matter when, how or where the customer
chooses to mest us. We are a player with a
local connection, with a sound knowledge

of the local market, and we will continue to
operate this way. We have learned a lot during
the “pandemic years”, not least how a digital
meeting can be just as personal as an in-person
mesting.

One area where there has been nolet upis
sustainability — we continue to show innovation
in this field, which is of utmaost importance to
both us and our customers. In 2022, all our pri-
vate customers with energy class A or B have
received a green offering, giving them a further
discount on their mortgage. Our green mort-
gage porticlio now amounts to SEK 31.8 billion
—more than tripiing over the past year. We will
continue to actively contribute t a green transi-
tion for property cwners, and we ara also col-
laborating with external players to faciltate offer-
ing mora effective sustainability solutions to our
customers. Stadshypotek’s goal is that at teast
20% of our lending will be classified as green or
sustainability inked by the year 2025.

Stadshypotek's operating profit decreased
slightty during the year, to SEK 12.9 billion.

25.07.2024 kI 18:02
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A WORD FROM THE CHIEF EXECUTIVE

Net interest income went down despite growth
in lending volumes, mainly due to narrower
margins on private loans in both Sweden and
Norway. The landing volume was SEK 1,566
billion, compared to SEK 1,526 billion in 2021,
which also incluged the Danish volumes, The
Danish operations wera sold to Jyske Bank

on 30 November 2022. Thes lending volume for
2021 it Denmark is excluded was SEK 1,476
bilion. Profit from the sals of the Danish branch
was SEK 1,189 million. Stadshypotek’s Finnish
branch is continuing to operate as usual during
the divesiment process.

Like last year, lwould again like to finish by
highlighting our credit portiolio, and our con-
tinued low credit risk. In the face of increased
pressure, not least on Swedish households in
the form of rises in energy prices and the cost
of kving, our lending porticlio stayed strong, with
alow average LTV ratio.

Iwould also ke to thank a!l employess at
Stadshypotek and Handelsbanken who, espe-
clally during the second half of the year, contin-
ued to provide customers with excellent support
during uncertain times.

David Haqvinsson
Stockhoim, February 2023

STADSHYPOTEK | ANNUAL REPORT 2022 3
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ADMINISTRATION REPORT

Flve-year overview

Income stataments

SEKm 2022 202 2020 2019 2018 .
- interest ncone acconding to the effecive interest imethod -7 - ) 27,213 20,971 22,097 21,829 20,438

Interest expenses -12,234 -5,316 8,803 -7.832 -8,750
Net interest income 14,979 15,655 15,204 13,997 13,608
Fee and commission income 13 13 14 13 13
Fes and commission expenses -62 -41 -42 -44 -39
Net fea and commission incoma -39 -28 -28 -31 -28
Net g: on flnancial -12 &8 68 a7 -12
Other income 1,190 2 1 1 0
Total income 16,118 15,17 15,335 14,034 13,850
Ganeral administrative expenses

Staff costs -76 -100 -88 n -85

Other agministrative expenses 1932 -1,810 -1,723 -1,544 -1,138
Depraciation, amorlisation and impeiment losses of property. equipment and intangible assets -27 -7 -20 -9 -4
Total expenses before credit iosses -2,035 1,937 -1,831 -1,624 -1,2a7
Profit before credit lonses, sk tax and resohution fes 14,083 13,780 13,504 12410 12,413
Nai cradi kossas 83 4 -g g 12
Risk tax and resoution fee -1,133 -707 654 - -
Operating profit 12,887 13,077 12,841 12,419 12,401
Profit before taxes 12,887 13,077 12,841 12,419 12,401
Taxea -2,850 -2.722 -2,761 -2,648 2,729
Profit for the year 10,037 10,355 10,080 8771 9,672
Eamings per share, SEK L 61,955 83922 82,221 60,313 59,708
Balance sheats
SEKm 2022 2021 2020 2019 2018
Assats
Loans fo cradit institutions 9,066 13,301 15,007 11,544 11,738
Loans to the publc 1,565815 1525915 1.439.328 1,372,840 1,209,745
Vaiua change of interast-hedgad itam in portioio hedge -6 4 12 25 o]
Derivative instruments 7841 7.223 11,855 18,027 18,868
Onher Bssets 1.807 800 1,301 327 441
Total assets 1,584,623 1,547,343 1,467,603 1,402,883 1,330,820
Liabilities and equity
Dusg 10 crediil institulions 832,578 823,118 768,567 695,716 635,848
Issuad securities 670,999 852,607 622,083 835.585 627,475
Derivative instruments 16,094 2,428 2,417 295 1068
Cther kxbiities 10,237 11,342 12.201 10,783 8,561
Subordinated liabilties - - - - -
Equity 54,715 57,850 62,335 61,524 57,870
Total Habilities and equity 1,584,623 1,547,043 1,467,603 1,402,863 1,330,820
Key figures 2022 2021 2020 2019 2018
Profet betore Cradit ksses, risk tax and resotution fee, SEK m 14.083 13,780 13,504 12,410 12,413
Gredil losses/recoveries, SEK m 63 4 -8 9 <12
Operating proit, SEK m 12,887 13,077 12,841 12,419 12,40
Total assets, SEK m 1,584,623 1,547,343 1,467,603 1,402,863 1,330,820
Equity, SEK m 54,715 57,850 62,335 61,524 87810
Fletum on equity, % 154 15.8 151 15.2 159
Return on total essets, % 063 0.69 070 [ek4] 074
Net interest margin, % 084 1.04 1.07 1.02 105
CA ratio before credit losses, % 126 123 1.8 1.6 20
CAratio after credit losses, % 13.0 123 12.0 1S 2.0
Credit loss ralio, % 0.00 0.00 0.00 0.00 0.00
Comimion equity tier 1 ratio, CAR. % 28 126 13.1 134 128
Tier 1 ratio, GAR, % 17,1 169 160 153 128
Total capital ratio. CAA, % 185 18.3 207 21.3 208
Averaga number of employess A4 57 64 73 81

For calaudation of kay figures and definitions, see pages 85, 87 and 88.
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ADMINISTRATION REPORT

Organisation, sustainability
and employees

Stadshypotek AB (publ), corporate identity number 556459-6715, is a public credit market com-
pany which has its registered office in Stockholm and is licensed to conduct operations under
the Swedish Banking and Financing Business Act, Its core business comprises the financing of
properties, primarily residential properties, as well as office and commercial buildings. Since
1997, the company has been a wholly owned subsidiary of Svenska Handelsbanken AB {publ),
corporate identity number 502007-7862.

ORGANISATIONAL STRUCTURE
Stadshypotek AB is responsible for the Han-
delshanken Group's mortgage business in Swe-
den, Finland and Norway. In Sweden, the busi-
ness mainly comprises the financing of residen-
tial properties, as well as office and commercial
buildings. The business operations of Stadshy-
potek’s branches in Finland and Norway focus
primarily on the financing of residential proper-
ties. Up until 30 November 2022, Stadshypotek
was also responsible for the Handelsbanken
Group's moertgage business in Denmark. Han-
delsbanken completed the sale of the Danish
operations on 30 November, which included
Stadshypotek's business in the Danish branch.

INTEGRATION WITH HANDELSBANKEN
Stadshypotek's operations are based on the
principle that its organisation and working prac-
tices are centred around Handelsbanken's
branch cffices, which are responsible for all the
business of individual customers. One conse-
quence of this approach is that Stadshypotek’s
lending operaticns in Sweden are run via
Handelsbanken's Swedish branch operations,
while the lending operations at Stadshypotek's
branches in Finland and Norway are run via
Handelsbanken's branch operations in each of
the respective countries. This integration with
Handelsbanken has been successfully applied
since Handelsbanken's acquisition of Stads-
hypotek in 1997.

DISCONTINUED QPERATIONS
Stadshypotek’s parent company, Handels-
banken, has made the decision to cease its
operations in Denmark and Finland, and the
Danish operations were divested on 30 Novem-
ber 2022. The divestment process for the
Finnish operations is continuing according to
plan. Since 31 December 2021, Stadshypotek’s
operations in Finland constitute a disposal
group and discontinued operations in accord-
ance with IFRS 5 Non-current Assets Held

for Sale and Discontinued Operations. See
note 28.

SUSTAINABILITY

In accordance with the Handelsbanken Group's
work on sustainability, Stadshypotek strives 1o
achigve sustainabla development. We have a
long-term perspective for our business, and
sustainability is deeply embedded in both the
corporate culture and the working methods.
Stadshypotek aims 1o contribute to sustainable
development, chiefly through its business
operations, products and services. Wa do this
by constantly reviewing our offering and by
daveloping sustainable products.

We offer green financing on favourable terms
to both private and corporate customers. Green
mortgages refer to ioans for homes such as
detached and semi-detached houses, terraced
housing and apartments that meet certain envi-
ronmental criteria. Green loans to companios
and housing co-operative associations refer to
the financing of bulidings that are environmen-
tally certified or energy efficient. Green energy
loans are available to both companies and
housing co-operative associations. and are
intended to finance investments in energy effi-
ciency Improvements for properties. All cus-
tomer segments can benefit from a product
range that promotes a sustainable transition.

Stadshypotek is part of the Handelsbanken
Group and is subject to the requirement regard-
ing sustainability reporting stiputated in the
Swedish Annual Accounts Act, Svenska
Handelsbanken AB (publ}, corporate identity
number 502007-7862, with its registered office
in Stockholm, has in its Annual and Sustainabil-
ity Report for 2022 prepared statutory sustaina-
bility reporting that mests the requirements of
the Swedish Annual Accounts Act. The disclo-
sures made in tha report refer to the entire Group.

For mora infarmation about how the
Handelsbanken Group addresses sustanablity,
see handelsbanken.com/sustainability.

EMPLOYEES

In 2022, the average number of employess at
Stadshypotek was 44 {57). Of these employees,
37 per cent (40} were women and 63 per cent

(80) were men. Stadshypotek’s branches in
Finland and Norway purchase services from
Handelshanken’s branch in each of the respec-
tive countries in order to run their business. In
2022, Stadshypotek’s Chief Executive took on
the role of internationat branch manager for
Norway, while the head of the regional bank for
Handelsbanken’s international branch in Finland
also represented Stadshypotek’s branch.

Staff development

The company's strength is grounded in the
combined expertise of its employees. The most
important source of professional enhancement
is our day-to-day learning where all employees
are responsible for constant development - their
own and that of the operations. Al employees
participate in their unit’s business planning avery
yoar. After the plan is set, individua! planning
dialogues and performance reviews are carried
out, linking the business goals with the goals of
individual empioyees. Each employee then puts
together an individual ection plan, setting out
the goals to be attained and the conditions
necessary for this. Based on the action plan and
follow-ups, all employees then have a salary
diatogue review with their line manager at the
end of the year.

Stadshypotek is part of the Handeisbanken
Group's internal labour market. The strong cor-
porate culture and the Bank's values are crucial
to the success of operations, so internal regruit-
ment is important. Internal mobility helps spread
the working methods, exchange of experience
and corporate cufture throughout the Group.
Employees with many years' experience and
extensive knowledge acquired from different
parts of the Bank play a key part in ensuring that
Handelsbanken has satisfied customers, Stads-
hypotek's need for employees in various posi-
tions is primarily met theough internal recruit-
ment within the Group. Managers must be
exemplary ambassadors for the Bank's corpo-
rate cutture, which explains why most managers
are recruited intemally.
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Gender equality and diversity
Work to promote gender equality, diversity and

_aninclusive corporate culture is a fundamental. -

part of the company's core values. At Stads-
hypotek, women and man must have equal
opportunities for development. Wa aim to have
an Inclusive work environment, whers we
respect and appreciate our different back-
grounds, competencies and experiences.

No type of discrimination is tolerated at Stads-
hypotek. Stadshypotek works continugusly for
gender equality and diversity, which is crucial
for attracting and retaining talented employees.
A prioritised elerment of our equality efforts is
increasing awareness of how social and cuttural
norms affect us in our dally lives.

Waork environment and health

The overal, long-term goals of work environ-
ment efforts are for the employees to enjoy
good health, to develop on a personal level and
to function in an optimal way. Many different
health factors influsnce these goals. Together
with their their tearm members and trade union
representative or employes representative, each
manager is responshble for perfoerming regular
work envircnment surveys, based on our health
factors.

The results form the basis of a work enwiron-
ment plan which is integrated with the unit's
business ptan and in this way becomes a natu-
ral part of how the operation develops. Stads-
hypotek also follows up sickness absence rate
figures, as well as reported incidents.

6 STADSHYPOTEK | ANNUAL REPORT 2022

OKTOGONEN - HANDELSBANKEN'S
PROFIT-SHARING SCHEME

The Oktogonen profit-sharing system covers all
employees in the Handelsbanken Group, with
cartain exceptions. The provision s classified as
variable remuneration and is subject to profita-
bility metrics inked to the attainment of Handels-
banken's corporate goal. An eflocation is made
following the Board's overall assassment of the
Bank’s perfonmance. Disbursements are made
directly to the individual employee either in cash,
to a pension savings programme, to a savings
plan or a combination of these.
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Corporate Governance Report

The shareholder ultimately decides on the corporate governance of Stadshypotek. At the

annual general meeting, shareholders appoint the Board and the auditors. The Board answers- -
-t toits shareholders and is responsible for Stadshypotek's organisation and management of the

company's affairs, and it appoints a Chief Executive to run the company's operating activities.

The auditors examine the financial reporting, among other matters, and submit an auditor’s

report. The corporate governance report has been prepared in accordance with the Swedish

Annual Accounts Act for Credit Institutions and Securities Companies.

SHAREHOLDERS AND SHAREHOLDERS'
MEETINGS
Stadshypotek AB is a wholly owned subsidiary
of Svenska Handelsbanken AB (publ).
Shareholders exercise their right to decide on
matters concerning Stadshypotek at the annual
general mesting {AGM), Stadhypoteket's high-
est decision-making body. Every year, an annual
general meeting is held and this meeting
appoints the company’s Board of Directors
and auditors. At the annual general meeting,
decisions are also taken regarding matters such
as the fees paid 1o Board members and audi-
tors, the adoption of tha income statement and
balance sheet, the appropriation of profits, and
whether the Board and Chief Executive are to
be discharged from fiability for the past financial
year. The Articles of Association contain no limi-
tations with regard to the number of votes each
shareholder may represent at a shareholders’
meeting. Amendments to Stadshypotek's Arti-
cles of Association must be decided at a share-
holders’ meeting.

EXTERNAL AUDITORS

The auditors are appeinted by the AGM for

the period until the end of the following year's
AGM. The auditors are accountable to share-
holders. They carry out an audit and submit an
auditor's report covering matters such as the
Annual Report and the administration of the
Board and the Chief Executive. The auditors
report orally and in writing to the Board con-
cerning how their audit was conducted and
their assessment of Stadshypotek's administra-
tive order and internal control. The auditors also
submit a summary report of thelr audit to the
Board as a whola.

THE BOARD
The Board is responsible for Stadshypotek's
organisation and manages Stadshypotek’s
affairs on behalf of the company’s sharehoiders.
The Board continuousty assesses the com-
pany’s financial situation and ensures that
Stadshypotek is organised in such a way that
tha accounting records, management of funds
and other aspects of the company's financial
circumstances are satisfactorily monitored.

The Board establishes policies and instruc-
tions on how this is to be carried out. The
Chairman is responsible for evaluating the
Board's work.

The Board also establishes rufes of proce-
durg for the Board and instrugtions for the Chiaf
Executive, which include a specification of how
responsibilities and mandates are allocated
between the Board, its Chairman and the Chief
Exacutive. The Board’s duties also include the
completion of tasks incumbent upon an audit
commitiee.

The Board appoints the Chief Executive
and reviews the work of the Chief Executive
on ayearly basis. The Board also determines
the terms of employment for executive officars
at Stadshypotek, and for the head of Stads-
hypotek's function for risk control.

Further information about the Board is given
on pages 8-9.

CHIEF EXECUTIVE

The Chief Executive is appointed by the Board

to lead Stadshypotek's day-to-day operations.
Details of some of the terms of employment

for executive officers, and of loans to Board

members and executive officers, are provided

in note 6 on page 40,

CORPORATE GOVERNANCE AT
STADSHYPOTEK

Carporate gevernance concerns how rights
and obligations are aliocated among the various
bodies of the company, in accordance with pre-
valling laws and reguiations. Corporate govern-
ance also encompasses the systems for deci-
sion-making, and the structure through which
shareholders control Stadshypotek, directly and
indirectly. Stadshypotek's shareholders exercise
corporate governance principally by electing the
Board, which in tum appoints and gives instruc-
tiens to the Chief Executive.

The following are fundamental to corporate
governance at Stadshypotek: on the one hand
the owner directives, and on the other hand the
documents adopted by the Board, for example
the Board's rules of procedure, instructions to
the Chief Executive, credit instructions and
other policy documents, as well as the

instructions and guidelines issued by the Chigf
Executive.

A central part of governance at Stadshypotek
concerns the management of risks that arise in
operations. Risk management is dealt with sep-
arately in note 2.

COMPANY MANAGEMENT

* David Haqvinsson, Chiaf Executive.
Empioyed since 2020,

Niklas Eklund, Business Development and
Market, Sweden. Employed since 2020.
Mikael Qtterbjork, Credits, Employed since
2014.

Helena Westin, Finance. Employed since
2018,

Anna Osterman, Property Valuation.
Employed since 2019.

Peter Fahlstedt, Administration and Risk
Management. Employed since 2021.
Ammy Nilsson, HR. Employed by
Handetsbanken.

Mattias Lidgren, Funding. Employed by
Handelsbanken.

FRAMEWORK FOR INTERNAL CONTROL
Internal controt for operations

Tha responsibility for internal gontrod is an inte-
gral part of managerial responsibility at Stadshy-
potek. This responsibility means that fit-for-pur-
pose instructions and procedures for the opera-
tion must be in place, and compliance with
these procedures must be monitored regularty.

Internal audit

Internal audit operations at Stadshypotek are
managed by Group Audit at Handelsbanken in
accordance with cutsourcing agreements
between Stadshypotek and Handelsbanken.

These internal audit operations must inde-
pendently and impartially audit Stadshypotek's
operations and financial reporting. This includes
assessing and veritying Stadshypotek’s pro-
cesses for risk management, internal control
and corporata governance.

Internal auditing assignments are based on
aninternal auditing policy established by the
Board and apply a risk-based methodology.
Planned auditing tasks are documented every
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year in an audit plan established by the Board.
The conciusions of internal audits, ihe actions
to be taken and their status are reported to the
Board on a regular basis,

Compliance

In accordance with the outsourcing agrea-
ment between Stadshypotek and Handels-
banken, Stadshypotek's compliance function
Is managed by Handelsbanken's Group
Compliance. :

The Compliance function monitors and
verifies compliance in Stadshypotek. The
function provides support and advice to the
business and assists with the implementation
of new or amended regulations, or changes
1o Stadshypotek’s products, services, pro-
cesses and organisation. The Compliance
function reports 10 the Chief Executive and
the Board.

Risk contro!

Risk Control is responsible for identifying, meas-
uring, analysing and reporting risks in the busi-
ness. This includes moenitoring and checking the
company's risk management and evaluating
whether Stadshypotek’s risk managerment
framework is fit-for-purpose and effective. Risk
Control also checks that the risks and risk man-

- agement comply with the company’s risk strat- ~

egy. and fall within the risk tolerance thresholds
established by the Board. 1t is also responsible
for checking that financial instruments are prop-
erly measured.

The Head of Risk Control reports to the
Board, the Chief Exacutive and to Group Risk
Control at Handelsbanken.

Follow-up

The functions for Intermal Audit, Compliance and
Risk Control monitor compliance with intemal poli-
cies, instructions and other policy documents.

REMUNERATION PRINCIPLES
The principles for Stadshypotek's system of
remuneration ase established in a remunera-
tion policy decided by Stadshypotek's Board.
The policy stipulates that remuneration must
be on market terms, 5o that Stadshypotek is
able to attract, retain and develop skilled
staff, and ensure good management
succéssion.” i

Salaries ars set locally and are based on
salary-setting factors known in advance: the
nature and leve! of difficulty of the work, com-
petencies, performance and results achieved,
feadership, the market, and the erployee as a
cuttural ambassadior for the Handelsbanken
Group. The independent control functions
maonitor and analysa the remuneration system,
and repart material risks and deficiencies to the
Board. There is no performance-based variable
remuneration, but termination benefits may be
agreed.

THE BOARD'
Name G8ran Stille Michas! Bertorp Michas! Steme
Chaiman Eoard member Board member
Year alocted 2021 2013 2021
Year of birth 1966 1948 1967
Position and other » Head of Fnancing Business and Product Arsa |« Chairman of the Board of Bergs Timber AB, « Ostergdtiand County Manager at
significant board at Handetsbanken. » Consuflancy senvices, legal and business Handelsanken,
assignments = Chairman of the Board of AB Handel & adminisiration. » Board member of Tappra Bam fund-raising
ndustri. foundation.
» Chairman of the Board of Handelsbanken the
Natherlands
* Board member of Handetsbanken Finans AB,
Background » Various positions at Handetsbankan, * 1984-2005 SCA. « Various posilions at Handelshanken.
= Employad since 1987, * 1882-1984 Swadish Ministry of Juslice. * Employed since 1856,
* 1972-1882 Tha Swedish courts.
Academnic background and « Law and Political Science, Stockholm = Law degroe, Lund University. = Bachelor’s degree in Business Administration,
qualifications Universily. Jankdping University.
Board meeting attendance® 28/28 28/28 2828

" The teble shows the composition of the Board in 2022, Linda Heltstrom and Mikael Bidmberg have been pert of Stadstypotek's Board since 1 January 2022,

2 Inchuiing per capsuam meetings.
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Handelsbanken's profit-sharing scheme,
Oktogonen, also covers employees of Stads-
hypotek AB. The provision is classified as vari-
able remuneration and is subject to profitability
metrics linked to the afttainment of Handels-
banken's corporate goal. An allocation is made
following the Board's overall assassment of the
Bank’s performance. Disbursements are made
directly to the individual employee either-in cash,
to a pension savings programme, 10 a savings
plan or a combination of these.

[NTERNAL CONTROL OF FINANCIAL
REPORTING
The control environment described above in
this corporate governance report is fundamen-
tal to Stadshypotek’s internal control of financiat
reporting.

Risk assessment is another part of the inter-
nal control process and comprises identification
and management of the risks that may affect

financia! reporting, as well as the control
activities aimed at preventing, detecting and
corecting enors and deviations.

Risk assessment

Animportant pant of Stadshypotek's risk
assessment is the annual self-assessment.
Risks related to financial reporting are part of
this averall analysis. A self-assessment defines ~
events that constitute potential risks to the
operations and estimates the probability and
consequences of each risk. An action pan is
then drawn up, based on tha self-assessment.

Contro! activities

Various control activities are incorporated into
the financlal reporting process. Reported
amounts and analyses of income statements
and balance shests are reconciled and checked
regularly by Stadshypotek’s finance and
accounting function.

ADMINISTRATION REPORT

Heads of financa and accounting at branches
are responsible for ensuring that the centrol
actities in the financial reporting for their
respeciive units are fit for purpoese. This means
that they are designed to prevent, detect end
comrect errors and deviations, and are in compli-
ance with internal guidelines and instructions.
Al each guarterly ckosing of accounts, the
branches certify that the prescribed periodic
checks and reconciliation of accounts have
been camied out,

Follow-up

The functions for Internal Audit, Compliance,
Risk Control and Stadshypotek's finance and
accounting department monitor compliance
with internal policies, instructions and other pol-
icy documents. The policy established by the
Board for internal audit states that it must exam-
ing internal governance and cortrol, and must
evalyate the refiability of the financial reporting.

Name Linda Hellstrdm Martin Bjdmberg Helena Hikanzson
Board member Board member Board member (employee representative)
Year olected 2022 2022 208
Year of birth 1972 1988 1966
Position and other » General Counsel and Head of Products/ = Board member of Handelsbanken pic, * Employee in Hangelsbanken's Swecksh
significant board Communication at Handeisbanken Liv, + CFO of Handelsbanken pic. branch operations.
assignmants * Board member of Svengka RKA Intemational + Board member of Financial Sector Union of
Insurance Senicas AB. Sweden's Swadish branch operations union
club.
= Co-opted Board member of Rnancial Sector
Union of Sweden's Handelsbanken union
club.
* Boerd member of the Financial Sectar Union
of Sweden, Southem Region,
Background * 2006-2012 Lawyer a1 Lanstdrsakringar Liv AB, | » various positions at Handelstankan, * Various positions ai Handelsbanken,

Court.

* 2002-2006 Notary at Stockhoim County

= 20002002 Lawyer and head of European
Union law, Swedish immigration Board.
* 2000 Legal Intem. UNHCR.

* Employed since 1689

« Empioyed since 2007,

» 2002-2007 Secondary school isacher,
Kalmar.

* 1091-1998 Bank empioyes at Olandis Bank.

« 1689-1991 Bank employee at Sparbanken

Kronan,
Academic background and * Law and Poliical Science, Lund Liniversity. + Master of Social Science, G M Q course, IHM,
qualifications University. + Bachalor's degree in English.
+ Master's degree in French.
= Quakified 1sacher for Years 4-9.
Board mesting attendance’ 28/28 26/28 27/28
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Lending

STADSHYPOTEK'S ROLE IN
HANDELSBANKEN

_ In the Swedish operations of the Handels-

banken Group, mortgage finance is conducted
principally via Stadshypotek. At Stadshypotek's
branches in Finland and Norway, business
operations focus primarily on financing residen-
tiat property, The divestment of Handelsbank-
en's Danish operations was fingised in the
fourth quarter, which included Stadshypotek's
Danish branch. At the time of divestment, Stad-
shypotek's lending votume in the Danish branch
amounted to SEK 53 bilion. Lending in Swe-
den, Norway and Fintand takes place through
Handelsbanken in the country concerned.

MORTGAGE MARKET IN SWEDEN
The mortgage market in Swaden grew by 4.2
per cent in 2022, which is 2.9 per cent less than
in 2021. The housing market has been heavily
affected by rising mortgage rates, higher energy
costs and other increases to the cost of living.
Table 1 on page 11 shows lending secured by
mortgages to households with single-family
housing or housing co-operative apartments,
as raported by Statistics Sweden. The change
during the year was 4 per cent, compared with
7 per cent the previous year.

In 2022, property prices fell by 9 per cent for
housing co-operative apartments and by
10 per cent for single-family homes. The num-
ber of sales in 2022 was markedly lower that
the record-breaking years 2020 and 2021.
Atotal of 110,000 housing co-operative apart-
ments wera sold during the year, which was
22,000 fewer than the preceding year. Sales
of single-family houses amounted to 53,000,
around 6,000 fewer than in 2021, Table 2 on
page 11 shows prica trends in the Greater
Stockhoim, Greater Gothenburg and Greater
Matmd areas.

CORPORATE MARKET IN SWEDEN

The market for lending secured by mortgages
to non-financial companies grew by more than
9 per cent during tha year, compared with
almaest 14 per cent in 2021. Table 3 on page
11 shows lending secured by morigages to

Swedish non-financial companies as reported
by Statistics Sweden.

-As regards commercial properties, 2022 was
characterised by uncertainty arising from devel-
opments in the operating environment such as
war, rising energy prices and spiking inflation. All
these factors affected financing costs, and thus
also transaction appetite and prices. All types
of property are now experiencing higher direct
yields and downward price pressure. Rental
residences, the most in-demand segment dur-
ing the previous year, have been most affected
by the increased financing costs, with a clear
decrease in turnover during the second half of
the year. The low vield requirement for this type
of property is assessed as being the main rea-
son for this change, The most in-demand types
of properties among buyers are modern office
premises in optimal locations and retail prem-
Ises, primarity for groceries. The transaction
volume totalled approximately SEK 200 billicn,
adecrease of 42 per cent compared with the
record-breaking figures seen in 2021. A large
percentage of the transaction volume was
attributable to the first quarter. Turnover fell
sharply over the final thres quarters of the year,

MORTGAGE MARKET IN FINLAND

AND NORWAY

Stadshypotek has branches in Finland and
Norway. Both household and corporate lending
grew in Norway, by 5 per cent and 12 per ¢ent,
respectively, when expressed in local currency.
Corporate lending in Fintand grew by 2 per cent
in local currency, while housshold lending
decreased by just under 8 per cent. The Danish
branch, which offered household lending, was
divested during Q4 2022,

UNCERTAIN TIMES AFFECTING
CUSTOMER SATISFACTION

Total customer satisfaction in the mortgage
industry fell in 2022, acconding to the Swedish
Quality Index (SKT). Energy concemns, inflation
and higher interest rates have had a clear
impact on customers’ needs and behaviour
during the year. Competitive interest rates and
borrowing terms are naturally of major signifi-

10 STADSHYPOTEK | ANNUAL REPORT 2022

cance, but the year's SKI survay shows that,
in times of uncertainty, relevant information,

* "a préactive approach and availability are all

important.

Customer satistaction at Handelsbanken has
also slipped, but by less than the sector aver-
ege. We are a safs, reliable bank, and our cus-
tomers are satisfied with the service they receive
in their contacts with Handelsbanken. It also
serves as an indication that we need to maintain
afocus on developing our products and ser-
vices in order to mest changing customer
behaviour.

STADSHYPOTEK'S LENDING
Stadshypotek's lending volume in Swaden rose
by SEK 74 billion (62) during the year. House-
hotd lendling increased by SEK 28 billion (47),
while loans to the corporate market grew by
SEK 46 billion (15). At year-end, Stadshypotek's
loans to the public in Sweden were SEK 1,378
billion {1,302}, with loans to households
acoounting for 69 per cent (71), or SEK 949

. billion (921).

The market share for loans to Swedish
households secured by mortgages in sin-
gle-family housing or housing co-operative
apartments was 21.1 per cent (21.4) at the end
of December. According to Statistics Sweden's
statistics, the market comprises total lending to
Swedish households with single-family housing
or housing co-Operative apartments as collat-
eral. Tha market share therefore also includes
Handelsbanken's lending to Swedish house-
holds with collateral in single-family housing or
housing co-operative apartments.

At year-end, loans o the public by Stadshy-
potek’s branch in Norway totalled NOK 120 bil-
lion {113}, with the private market accounting for
NOK 88 biflion (84) and the corporate market
accounting for NOK 32 billion (28). At year-end,
loans to the public by Stadshypotek’s branch in
Finland totalled EUR 6 bilion (8), with the private
market accounting for EUR 2 bilion {2) and the
corporate market accounting for EUR 4 bilion (4).
Stadshypotek’s Danish branch was divested
during Q4 2022, .
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Tabie 1 - Mortgage market In Swacten'

ADMINISTRATION REPORT

Morigage lending to households
SEKba

Type of collatera!

2022 2021 Change, SEK bn Change. %
Singla-farniy housing’ 2,697 254 108 4
Housing co-operative epartment’ 1,399 1339 4
Total 4,008 3,630 168 4
Table 2 - Mortgage market in Sweden, price trends
Prica trend, % 2022 201
Single-tamily housing
Greater Stockhoim -12 12
Greater Gothenburg -13 13
Greater Maimt -13 12
Housing co-cperstive apartments
Greater Stockholm -8 8
Graater Gotheriburg -1 6
Greater Makmd -7 0
Table 3 - Corporats market in Swaden
Landing to non-financia companiss
SEK bn
Type of collateral 2022 2021 Change, SEK bn Changa, %
Property as collateral’ 1,572 1,443 129 8
of which mutti-family dwelings 956 924 72 8
of which housing co-gperalive associalions 567 539 28 5
Table 4 - Mortgage markets in Finland and Norway, price trands
Price tond, % 2022 2021
Findanc? 08 38
Norway' 5 52

* Tne Gunes for 2022 end 2021 refer to Decomber.

? The figures kw 2022 and 2021 Muwnw:mmumnamq.)
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ADMINISTRATION REPORT

Funding

Stadshypotek's treasury function s integrated
with Handelsbanken's Treasury Department.

_ This organisational structure offers the best.
conditions for matching the funding source and
instrument offering the lowest funding cost
when securing funding. An integrated treasury
department has also made it possible to make
efficient use of the Handelsbanken Group’s
liquidity.

FUNDING INSTRUMENTS

Stadshypotek raises funds on the Swedish
money market and capital market and through
the parent company. Foreign markets are also
used for the purposes of diversification. The pri-
mary source of funding Is bonds in Sweden,
along with Handelsbanken's liquidity.

Covered bonds are issued in the company’s
own name and primarily within the framework of
a benchmark loan system aimed at the Swedish
institutional market. Concentrating large vol-
umes into a small number of loans results
in good market liquidity. At year-end, Stads-
hypotek had 13 outstanding benchmark loans
which mature between 2023 and 2028. Stads-
hypotek's bonds are arranged by five market
miakers. The Swedish benchmark loan pro-
gramme is also used for issues in Norwegian
kroner.

international issues of covered bonds are
done mainly within a Euro Medium Term Cav-
ered Note (EMTCN) programme. The total facil-
ity amount of this programme is EUR 20 billion.
Issues under this programme are arranged
according to agreements signed with 21 banks.

In addition, Stadshypotek has a US Medium
Term Covered Bond programme for issues
in the US, The total facility amount of this pro-
gramme is USD 15 billion. Stadshypotek has
reached sales agreements with 13 banks as
part of the programme. Stadshypotek alsc has
a programme for issues in Australia (AMTCN)
aimed at Australian and Asian investors.

In addition to the above, Stadshypotek has
commercial paper programmes in Sweden and
Europe. The ceiling for the Swedish commercial
paper programme is SEK 90 billion. The ceiling
for the European programme is EUR 4 billion.

Covered bonds

Covered bonds are issued on an ongoing
basis, by permission of the Swedish Financial
Supervisory Authority, under the Covered
Bonds (Issuance) Act (2003:1223). Covered
bonds are bonds with priority rights to Stads-
hypotek’s assets. These assets consist

of credits and their associated collateral as
prescribed by Swedish legislation.
Stadshypotek has covered bond poois in-
Sweden and Norway. All cover pools have been
given the highest possible rating by Moody’s:
Aaa. The cover poois consist of collateral as per
the legislation mentioned above and include a
safety bufler {over collateral, or OC) that
exceeds the statutory requirements by a good
margin.
The unutilised facilities under the cover pools,
including the Danish branch, comresponded
to 101 per cent (115) of the nominal debt at
31 December 2022. Information about the
assets in the cover pools for covered bonds
is provided in the tables on page 13.

INTEREST RATE TRENDS

Last year was an exceptional year for the inter-
est rate market, both in Sweden and intema-
tionally. After a decade of low interest rates, we
saw them shoot up at the most rapid pace in
modern times. The driver of this was the unex-
pectedly large risa in inflation, forcing central
banks across the world to implement extremely
steep rate hikes.

The Riksbank's policy rate hikes during the
year totalled 2.5 percentage points, the most in
a single year since 1992.

Long-term interest rates fell during the final
quarter, while central banks continued to raisa
their policy rates. This meant that the difference
between long-term and short-term rates, the
yield curve, fell to historically low levels, which
could be seen as a manifestation of the interest
rate market’s prediction of tougher times ahead.

While inflation and interest rates rose, the
economy as a whele remained relatively
unscathed in 2022, with GDP growth above the
trend for the US, Europe and Sweden and
robust [abour markets. Consumption continued
to grow during the year, helped by high levels of
savings that could be utilised when inflation
cancelled out salary rises.

FUNDING

The integration of Stadshypotek's treasury func-
tion with Handelsbanken's Treasury Department
ensures efficient management of the Handels-
banken Group's liquidity and market funding.
Among other things, Handelsbanken's liquidity
surplus is used to finance lending at Stads-
hypotek. Liquidity is transferred on a daily basis
in the form of overnight loans and iending trans-
actions from Handelsbanken to Stadshypotek
that involve longer maturities. In addition, long-
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term funding in Handelsbanken's name on the
international capital market can be passed on to
Stadshypotek. - -

With the aim of reducing liquidity risk, short-
term funding is augmented by long-term fund-
ing, which is adjusted using swap agreements
so that the interest-fixing periad matches the
maturity of lending. Thus, Stadshypotek has
good diversification of its funding with respect
to both maturity and geographical markets.

Lending with long-termn rate fixing has mainly
been financed in Stadshypotek’s own nama in
Sweden through the issue of covered bonds.
Stadshypotek also has international long-temm
funding in its own name through international
funding programmes.

Stadshypotek uses swap agreements {o
reduce interest rate and foreign exchange risks
in connection with funding. The use of deriva-
tives increases the degree of flexibility in con-
junction with funding.

Thus, funding can be carried out when mar-
ket conditions are favourable, without exposing
the company to interest rate and foreign
exchange risks.

At the year-end, interest rate swap agree-
ments in which fixed interest is received totalled
SEK 260.6 billion {218.8), while interest rate
swap agreements paying fixed interest
amounted to SEK 17.8 biliion (20.8).

lesues made under Stadshypotek's bench-
mark programme in Swedish kronor totalled a
nominal SEK 120.7 billion (121.8) during the
year. During the same period, a nominal volume:
totaling SEK 89.2 billion (95.5) matured or was
repurchased. The carrying armount of the out-
standing Swadish kronor bonds was SEK 544.3
bitlon {511.1) at year-end, including accrued
interest.

Issues of foreign curmency bonds under the
EMTCN programme totalled EUR 1.0 billion
{1.0). The nominal outstanding volume at year-
end was EUR 8.9 billion (8.9) and GBP 0.7 bil-
Tion {0.7). There were no outstanding volumes in
the European commercial paper programme at
year-end.

No issues were made in USD or AUD during
the year. There is no outstanding volume in USD
or AUD at year-end.

No issues wera made in NOK during 2022
(8.0). The outstanding volume at the year-end
was NOK 24.0 billion {29.0).
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RATINGS

‘The ratings remained unchanged during the year.

Covered
Stadshypotek bonds Long-term Short-term
Moody's Ao P
Standard & Poor's AA- A+
Fitch AR Ft+

ADMINISTRATION REPORT

Landing volume availabla in cover pools Asaets pooled Assats utillsed

31 Dacember

SEKm 2022 20 2022 201
Swedish pool, SEK 1,264,438 1.205.881 651,915 617,418
Norwegian pool, NOK 121,596 110,020 76,748 56,745
Finnish pool, EUR - 55,517 - 18,049
Total 1,388,034 1,371,418 728,663 892,212
Average loan-to-value (LTV) of cover pools

31 Dacember

% 2022 2021

Swadish poal, SEK 510 494

Nonwegian poal, NOK 55.9 50.0

Finnish pool, EUR - 498

At 31 December 2022, the cover pocl assets for covered bonds, categorised by type of collateral, were as follows:

Type of collatsral

SEXKm Sweden Norway Total

Public 2,228 0 2,229

Single-tamiy housing 501,178 58,802 559,980

Second home 33,345 4,725 38,070

Renal property 353,784 30,118 383,902

Housing co-operative apariment, share 277,408 7.3808 284,798

Housing co-operative apartment, promises 216 0 276

Qwner-octupied apartment 4 18,827 18,827

Housing comparry share - apariment o 7582 752

Housing company share - houss i [} 0

CommercialOffices 43,529 n 48,551

Agricuttural 45,683 a5 47,508

Rasiderial farm o 38 38

Other 1,005 0 1,005

Total 1,264,438 121,506 1,386,034

Stadshypotek’s funding 2022 201

31 December

SEKm Canying amaunt Proportion, % Canying amount Proportion, % Change
Funding from the perent company 578 55 823,118 55 9,462
Coverad bonds, SEX 515,204 X 497,128 34 18,166
Coverad bonda, foreign curency 126.705 a 141,479 10 -14,774
Serior Non-prefered Notes 29,000 2 4,000 1 15,000
Total 1,504,577 100 1,425,723 100 27,854
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ADMINISTRATION REPORT

Performance and financial position

FINANCIAL PERFORMANCE

Stadshypotek's operating profit for the year was
SEK 12,887 million (13,077), a dacrease of-
SEK 190 million (+236), or -1 per cent (+2),
compared to the previous year. Stadshypotek’s
Danish operations were divested during the
fourth quarter, along with the rest of Handels-
banken's business in Denmark.

OPERATING INCOME

Income totaled SEK 16,118 million (15,717), up
by SEK 401 million (382) or 3 per cent {2) com-
pared to the previous year. Of this income, SEK
831 milion {1,136) was attributable to the
branch in Norway, SEK 566 million {593} to the
branchin Finland and SEK 1,662 million (526) to
the branch in Denrmark.

Nst interest income decreased by SEK 676
million {361), or 4 per cent (+2), to SEK 14,979
million (15,655). Of the net interest income,

SEK 852 million (1130} was attributable o the
branch in Norway, SEK 557 million (581) to the
branch in Finland and SEK 512 million (526) to
the branch in Denmark. Net interest income for
the Swedish operations decreased by SEK 360
million (+134), primarily due to narrower margins
in the private market.

Net gainsfosses on financial transactions
totalled SEK - 12 million (88).

EXPENSES AND CREDIT LOSSES
Expenses increased by SEK 98 miillion (106),
or 5 per cent (B), to SEK -2,035 milion {-1,937),
of which SEK -101 million (-91} was attributable
to the branch in Norway, SEK -38 million {-36}
to the branch in Finland and SEK -27 million
{-37) to the branch in Benmark. Staff casts
went down by SEK 24 million (+12) or 24 per
cent (+14) compared to 2021. Other adminis-
trative expenses increased by SEK 122 miflion
(87, or 7 per cent (5). This increase was mainly
attributable to the increase in sales compensa-
tion paid to the parent company for the ser-
vices performed by the branch office opera-

tions on behalf of Stadshypotek in retation
1o the sale and administration of mortgage
—loans-  — - - T

Net credit losses totalied SEK -53 million (+4).

This amount includes changed macroeconomic

assumptions and expert-based calculations

that resulted in an additional provision reguire-

ment of SEK 50 million and SEK 36 million,

respectively, The credit loss ratio stood at

0.00 per cent of lending (0.00).

TAXES AND PROFIT FOR THE YEAR
After taxes of SEK -2,850 million {-2,722), profit
for the year was SEK 10,037 million (10,355).

PROFITABILITY

The profit cormesponded to a return on equity of
15.4 per cent (15.6). For a five-year overviaw of

income statements and balance sheets, and for
kay financial figures and ratios, see page 4.

OTHER COMPREHENSIVE INCOME

Cther comprehensiva incomea consists primar-
ity of the effective portion of the changein the
fair value of interest rate swaps and ¢ross-
curency interest rate swaps used as hedging
instruments in cash flow hedging. Cash fiow
hedges are applied to manage exposures to
variations in cash flows relating to changes in
the floating interest rates on lending and fund-
ing. Cash flow hedging is also used to hedge
foreign exchange risk in future cash flows relat-
ing to funding in foreign currencies. Lending
and funding are recognised at amortised cost,
whereas the derivatives used to hedge these
itemns are recognised at market value. Over
time, the market values of the derivatives reach
zero as each individual hedge reaches matu-
fity, but this entails volatility in other compre-
hensive income during the term of the hedge.
During the period, these changes in the value
of hedge derivatives in cash flow hedges
totalled SEK -4,804 million {-1,759) after tax.

1 STADSHYPOTEK | ANNUAL REPORT 2022

TOTAL ASSETS AND EQUITY

At 31 Decamber 2022, Stadshypotek's total
a58ets stdod at SEK 1,584,623 million
(1,547,343}, with equity accounting for

SEK 54,715 milion (57,850).

GROUP CONTRIBUTION

A Group contribution of SEK 10,000 million
{11,000} has been provided to the parent
company, Handelsbanken.

FINANCIAL RISKS
For information about financial risks, see note 2.

RECOMMENDED APPROPRIATION

QF PROFIT

In accordance with the balance sheet for Stads-
hypotek AB, the following profits, after
deduction for a net paid Group contribution
of SEK 7,940 million and other dividends of
SEK 614 milllon, are at the disposal of the
annual general meeting:

Retained earnings, SEK m 18,353
Fair value fund, SEKm -3,631
Profit for the year, SEK m 10,037
Total 24,759

The Board proposes that the remaining profits
be carried forward 10 the next year.

When assessing the amount of the Group
contribution from the company, account has
been taken of the nature of operations, their
scope, the consclidation requirement, the capi-
tal adequacy requirement and risk-taking. The
Board's assessment is that the above appropri-
ation of profits is prudent and well adapted to
the operations as a going concern. The total
capitalisation of Stadshypotek at year-end
exceeded the statutory minimurmn requirement
pursuant to regulation (EU} 575/2013 and
Directive 2013/36/EU and cther relevant
requirements established by the authorities

for the company.
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HALF-YEARLY PERFORMANCE

ADMINISTRATION REPORT

o _ _ _2022 2021

SEKm Juk-Dec Jan-Jun Jul-Dac Jan-Jun
Interest income according to the effective interest method 16,166 11,057 10,492 10,479
Interest expanses. -8,764 -3,470 -2,655 -2,581
Net interest Income 7,392 7,587 7,837 7.810
Fee and commission income 7 8 6 7
Fea and commission expenses =22 -30 =21 -20
Net fes and commission income -15 -24 -5 -13
Net gain on financiat 19 3 57 3
Qinher ncome: 1,190 <] 2 D
Total Income 8,586 7,532 7,801 7838
General adménistrative expenses

Staff costs -37 -39 -55 485

Other administrative expensss -982 -950 -697 -3
Depreciation, amoriisation and impaiment losses of property, equipment and intangibla assets -14 -13 -13 14
Total axpanses before credit losses -1,033 -1,002 -965 072
Prefit betore credit losses, risk tax and resolution fee 7553 6,530 6,018 6,864
Nol crodil ksses -20 43 2 8
Risk tax and resokution fee -567 -666 -353 -354
Operating profit -567 -568 6,561 6,516
Profit befors taxes 6,965 581 6,581 8,518
Taxes 1,551 -1,299 -1,371 -1,351
Net profit/loss for the period 5415 4622 5,180 5,185
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FINANGIAL REPORTS

Income statement

SEXm 222 2021
\nterest iINcome acconding 1o the effectiva interest method _ B _ — . 27,213 20,871
ntarest expenses - -12,234 -5,318
Nat interest income Note 3 14,879 15,655
Fes and commission incoma 13 13
Fee Bnd COMMILSIOn &pensesy -52 -41
Net fee and commission income Noia 4 -38 -28
Net gair oA finencial Noie 5 -12 B3
Other income Note 29 1,390 2
Total income 16,118 15,717
General admenkstralive expenses
Staff costs Note 6 78 -100
Other administrative expenses Note 7 1,832 -1,810
D itk isation and ¥ losses of property, equipment Bnd intangibie assats Nole 15,16 27 -27
Total expenses -2,035 -1,937
Protit betore credit losses, risk tax and resolution tee 14,083 13,780
Net credit losses Note & 63 4
Risk tax and resoltion fes -1,133 -707
Operating profit 12,887 13,977
Profit befora taxes 12,887 13,077
Taes Note 9 2,850 -2,722
Profit for tha year 10,037 10,385
Eamings per share, SEK 61,955 63,922
For caleulations of key figures and definitions, see pages 86, 87 and 88,
Stat t of comprehens’ e
-
SEKm 2022 2021
Profit for the year 10,037 10,355
Other comprehensive income
Itoma that may subsequently be reciassiflad to the income statement
Cash flow hadges -6,051 -2.216
Transiation difference for the year 200 157
Tax on items that may subsecuently be reclassified to the incoma statement. 1,193 457
of which cash flow hedges 1247 457
of which translation difference ->4 -
Total Items that may be ied 1o the incomea -4,658 -1,802
Total cther comprahensive Income 4,658 ~1,602
Total comprahensive INCome for the year 5,379 8,753
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Balance sheet

FINANCIAL REPORTS

SEKm 31 Dec 2022 | 31 Dec 2021
ASSETS. - - - -
Loans to credit institutions Note 10 9,066 13,301
Loans 1o the pubsc Nota 11 1,565,815 1525915
Value change of interest-hadged item in portiolio hedge -8 4
Shares and particiating interests Note 12 [ ]
Desivative nstruments Note 13,14 7941 7.223
intangible assals Nota 15 100 o7
Property and equipment Note 16 [} ]
Current tax assats 216 ser
Deforred tax assets Note 9 996 73
Other asssls Note 17 429 148
Prepaid expenses and accnued income Note 18 66 55
Total assets 1,584,623 1,547,343
of which Group claims Nolg 24 17,091 20,604
LIABILIMES
Due 1o credit instiutions Note 19 832,578 823,116
lasued securities Note 20 670,999 652,607
Derbative instruments Note 13,14 16.094 2429
Gumant 1ax Eabiities - -
Deferred tax lablities Note 9 115 5
Other abiities Nota 21 10,092 11,069
Accrued expenses and deferred income Nate 22 30 22
Total llabiities 1,528,908 1,489,493
of which Group fabdities Note 24 887,825 850,587
EQUTTY
Share capital 4,050 4,050
Other funds 22,275 26,930
Retained eamings 18,353 16,515
Profit for the year 10,037 10,355
Total equity 54,715 57,850
Total liabilities and equity 1,584,623] 1,547,343
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FINANCIAL REPORTS

Statement of changes

in equity

31 December 2022 Restricted oquity Non-regtrictad equity
SEKm ]
- Fund for “eamings
Sp— T Internaity inCluding
Shany Statutory developed Trer 1 Tier 2 Hedge  Trantiation profit for
capital’ resorve reserve’ reserve’ the year Tatal
Clesing equity 2021 4,050 8,108 o7 13,200 4,500 968 & 26,870 57.850
Profit for the year 10,037 10,037
Othier comprehensive income 4,804 146 -4,658
of which reclassified in equity 40 40
Total comprehensive Income for the year -4.804 148 10,037 5,379
Reclassified ic retained earnings 40 40
Dividend on equity instruments 14 -614
Group contributions providad -10,000 -10,000
Tax gftect on Group contributions 2,060 2,060
Fund fof imemally developed software 3 -3 -
Closing equity 31 December 2022 4,050 8,108 100 13,200 4,500 -3,838 207 28,380 54.715
31 December 2021 Restrictad equity Non-restrictad aquity
S&Km Retained
Fund for eaminga
Internally Including
Shere Statutory deveioped Tert Ter2 Hedgs Transtation profit for
capital’ rassrve rasorve’ roaorve’ the year Total
Closing equity 2020 4,050 8,108 2 8.300 13,400 2725 86 25,729 62,335
Profit for tha year 10,355 10,355
Other comprahensive NCome -1,759 157 -1.802
of which reclassified in equity -11 -1t
Total comprehensive Income for the year -1,759 157 10,385 8,753
Reclessified 10 retained eamings 1 1t
Tier 2 iostruments +8,900 -8,800
Tier 1 instruments 4,500 4,900
Dividenct on equity instruments -515 -518
Group contributions provided -11,000 -11,000
Tax effact on Group contributions. 2,266 2,268
Fund for intermnally developed software <24 24 -
Closing equity 31 December 2027 4,050 8,108 97 13,200 4,500 968 (2] 26,870 57,850
1 Avarage number of shares, 162,000 (162,000).
* incxuced in i valus fund.
Spagcification of changes in aquity
Change in hedge reserve
SEKm 2022 201
Hadge ressrve at beginning of year 966 2,725
Cash flow hedge
Effective portion of change in fair value -5,925 -2,100
Interest rafe risk -6.359 -2,238
Foreign exchange risk 424 138
Nat amount rectassifiad in the Income statement -118 -118
Interest rate risk -116 -116
Tax 1,247 457
Hedge reserve at and of year -3.833 966
Change in translation reserve
m 2022 2021
Transiation resacva &t boginning of year 61 88
Changa in transiation difference 288 171
Tax on change for the year -80 -3
Tax referring to previous years -13 -
Reclassified to the income statement, net -30 .
Reclassified 1o retained earnings, net -40 -11
Translation reserve at end of year 207 5
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Cash flow statement

FINANCIAL REPORTS

SEKm 2022 2021
OPERATING ACTIVITIES o L _ - - -

- Operating prott - - 12,887 12,017
of which paid-in interas! 25,830 21,047
of which peid-out interest -9.942 -5,802

Adpstment for nen-cash items in profitioss:
Crodit losses 95 7
Depreciation and amorisation 27 27
Cther non-cash items, as specified! 4,756 5,365
Paid Incoms tax 681 -284
Change in tha asssts and kabiities of operating activities
Loans to the public -01,261 -86,670
Due 1o credit instiutions 99,822 54,426
Htued securilies 19,626 29,796
Derivative instruments 717 2,469
Change in other balance sheet items 3.024 6,337
Cash flow from operating activities 5,854 13,840
INVESTING ACTIVITIES
Divastment of foreign branch operations. 1,184
Acquisition of intangible assats -30 -3
Cash flow from |nvesting activities 1,154 -3
FINANCING ACTIVITIES
Grougp contribytion paid -11,000 -11,400
Repayment of equity instruments - -4000
Dividend -588 -5815
‘Cash flaw from financing activities ~11,588 -15,015
CASH FLOW FOR THE YEAR -4,480 ~2,078
Uquid funds at beginning of year 13,301 15,007
Cash flow from operating activities 7.138 13,840
Cash fiow from investing activilies 30 a
Cash flow from financing acthvities -11,588 -15816
Exchanga rate difference on kquid funds 245 ar2
Liguid fursdy at end of year 9,086 13,30
Liquid funds
Licuid! funds heid by banks 8,966 8.80
Bank deposit refating 1o issuance of cavered bonds 100 5,000
Loans to credit institutions. 6,066 13,501
Spacification of ather non-cash itefng in the Income statement 2022 2021
Non-cash changes in “Net gai on financial jons” -273 53
Changea in accrued interast o1 207
Changa in amortised cost es7 3,508
Revaluation effects in OCI 6,051 -2.216
Total changes In value -4,756 -5,365
The cash flow statement has been prepared using the indirect methed.
D of branch
SEKm 2022
Purchass price 52,126
Loans ta the publc 52,646
Earty redemption charges, financing 1,702
Net galnsflosses 1,184
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NOTES

Notes

NOTE 1 Accounting policies and other matters relating
to the preparation of the financial reports

CONTENTS - -
1. Statement of compliance
2. Amendments to acoounting policies
3. Changss in IFRS which are yet to be applied
4, Assets heid for sale and accounting of
discontinued operations
§. Shares and participating interasts in Group
companies
6. Segment reporting
7. Assets and fiabilities in foreign currencies
8. Recognition and derecognition of financial
instruments on the balance shest
9. Financial instruments
10, Principles for fair value measurement
of financial assats and liabilities
1. Credit losses
12. Hedge accounting
13. Intangible assets
14. Property and equipment
15. Equity
16. Group contributions
17. Income
18. Employee benefits
18. Taxes
20. Estimates and key assumptions
21. Exchangs rates
22. Company information

1. STATEMENT OF COMPLIANCE

Basls for accounts

Stadshypotek's {the company) annual report is
prepared in accordance with the Swedish Annual
Accounts Act for Credit Institutions and Securities
Companies {1995:1558), tha regulations and
general guidelines issued by the Swedish Financial
Supervisory Authority, FFFS 2008:25. Annua!
reports in cradit institutions and securities com-
panles, the Swedish Financial Reporting Board's
recommendation AFR 2 Accounting for Legal
Entities, and statements from the Swedish
Financial Raporting Board. In accordance with
the Financial Supervisory Authority’s general
guidslines, the company applies statutory IFRS.
This means that the intemational accounting
standards and interpretations of these standards
as adopted by the EL have been applied to the
extent that is possible within the framework of
nationa! laws and directives and the link between
accounting and taxation,

The parent company, Svenska Handelsbanken
AB, prepares consofidated accounts which
include the company.

Stadshypotek’s subsidiary holdings comprise the
dormant company Svenska Intecknings Garanti
AB Sigab. In accordancs with Chapter 7, Section
7 (4} of the Swedish Annual Accounts Act for
Credit Institutions and Securities Companies, the
company has not prapared consolidated accounts
as the subsidiary is of marginal significance.

“The Annual Report i§ pésented in Swedish kronor.
The accounting pelicies described below
have been applied consistently for all periods
presented in the financial reports unless other-
wise stated.
ing and adoption of I report

The annual report was approved or issue by the
Board and Chief Executive on 6 February 2023
and will be presentad for adoption by the annual
general mesting on 27 March 2023,

2. AMENDMENTS TO ACCOUNTING
POLICIES

The amendments made to accournting policies
applied by the company as of 1 January 2022 ang
described betow. Other changes to IFRS applied
as of 1 January 2022 have had no material impact
on the company's accounting.

As of 2022, the company pays risk tax to the
Swedish government pursuant to the Act on Risk
Tex for Credit Institutions (2021:125€). The tax
expense for risk tax is presented together with the
resolution feo as a separate item in the income
statement, named Risk tax and resolution fee. In
conjunction with this, the resolution fee —which
was praviously reoognised in the income state-
ment itemn Interest expenses under Net interest
income - has thus been transfemed to the income
staternent item Risk tax and resolution fee. The
purposa of this is to present government fees of
asimilar nature as a separate item in the income
statement. The comparative figures have been
adjusted.

In other respects, the accounting policies
and calculation methods applied by the company
during the financial year are consistent with the
policies applied in the 2021 Annual Report.

3. CHANGES IN IFRS WHICH ARE YET

TO BE APPLIED

None of the changes to IFRS issued for applica-
tion are expecled 1o have any material impact on
the company’s financial reports, capital ade-
quacy, large expesures or other circumstances
under the applicable operating rules.

4. ASSETS HELD FOR SALE AND
DISCONTINUED OPERATIONS

Non-current assets or a group of assets and
attributable liabilities {(disposal group) are classi-
fied as held for sale when the carrying amount
will be mainly recovered through a sale and when
a salgis highly probable. If an asset or disposal
group s classified as held tor sale, special valua-
tion principles are applied. These principles
essentially mean that, with the exception ofitems
such as financial assets and kabilities, assets held
for sale and disposal groups are measured at the
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~ lower of the carrying amount and fair value less

costs to sell. Any impairment losses and sub-
sequent revaluations ara recognised directly in
the income staternent. However, a gain is not
reported to the extent that it exceeds previously
recognised accurmuiated impaimment. For legal
entities, non-curent assets with a definite useful
life are depreciated/amortised over their usefu! life
in accordance with the Swedish Annual Accounts
Act, for such time as they are classified as held for
salg. Assets and liabilities held for sale are not
racognised on separate rows on the balance
sheet of legal entities, but are disclosed ina
separate note. See note 29,

Independent operations of a material nature
which can be clearly differentiated from the com-
pany’s other operations and which are ctassified
as held for sale using the policies described
above are considerad to be discontinued opera-
tions. Profit or loss from discontinued operations
comprises the profit or loss after tax of discontin-
ued operations, the profit or loss aftar tax that
arisas when valuing the assets held for sale/dis-
posal groups that are included in discontinued
operations at fair value less costs to sell, and real-
ised gainsAosses from the disposal of discontin-
ued operations. Profit from discontinued opera-
tions is not recognised separately on anindividual
row in the income statement of legal entities.
Profit from discontinued operations is instead
disclosed in a separate nate. See note 20.

5. SHARES AND PARTICIPATING
INTERESTS IN GROUP COMPANIES
Shares and participating interests in subsidiaries
are measured at cost.

6. SEGMENT REPORTING (IFRS 8)

The segment reporting presents income/
expenses and assets/liabilities broken down by
business segments. A business sagment is a part
of the company that runs operations which gen-
erate extenal or internal income and expenses
and whose profit/loss is reguiarly assessed and
followed up by the company's management as
part of corporate govemance. The segment
reporting shows income and expenses and also
assets broken down into the geographical areas
whaere tha company has operations. The princi-
ples for segment reporting are described further
innote 25.

7. ASSETS AND LIABILITIES IN FOREIGN
CURRENCIES (IAS 21)

The company's presentation cumency is Swedish
kronor. The funictional currency for the company s
operations outside Sweden usualy differs from
the company's presentation currency. The cur-
rency used in the economic environment where
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the operations are primerily conductadis
regarded as the functional curmency.
Trans!ation of tr; 1s in a currency
other than the functional currency
Transactions in a currency other than the func-
tional currency - foreign cumrency — are initialty

. translated into the functional currency at the rate
prevailing on the transaction dats. Monetary
items in foreign cumencies and non-monetary
items in foreign cumencies that are measured at
fair value are converted at the balanca shest data
using the prevailing closing rate. Gains and lossas
arising from the currency translation of monetary
items and non-monetary items measured at fair
value are recognised in the income statement as
exchange rate effects in Net gains/lossas on
financial ransactions. Translation differences

that have arisen from non-monetary items classi-
fied as measured at fair value through other com-
prehensive income ane recognised as a compo-
nent of Other comprehensive incoms and are
accumulated in equity. Exchange diffarences aris-
ing when translating monetary items comprising
part of anet investment in a foreign operation are
recognised in the same way.

Trans!ation of forelgn operations to the
company’s presentation currency

when translating the forsign branches' balance
sheets and income statermnents from the func-
tional currency to the company's presentation
currency, the current method has been used.
This means that assets and liabilities ane trans-
lated at the closing day rate. Equity is translated
at the rate applicable at the time of investment or
earning. The income statament has been trans-
lated at the average annual rate. Exchange ditfer-
ences are recognised as a component of Other
comprshensive income and arme included in the
translation reserve in squity.

8. RECOGNITION AND DERECOGNITION
OF FINANCIAL INSTRUMENTS ON THE
BALANCE SHEET

Purchases and sales of equities and money mar-
ket and capital market instruments on the spot
market are recognised on the trate data, which is
the date on which an agreement is entered into.
The same applies to dervatives. Other financial
assets and liabilities are normally recognised on
the settlement date.

Financial assets are moved from the balance
sheet when the contractual rights to the cash
flows criginating from the asset expire or when
all risks and rewards related {o tha asset are
transferred to another party.

A financial kiability is removed from the balance
sheet when the obligation is fulilled, ceases oris
cancelled. The policies for recognising financia!
instruments on the batance sheet ars of particular
impartance when reporting repurchase transac-
tions (see separate section).

9. FINANCIAL INSTRUMENTS (IAS 32, IFRS 9)
The company’s operations mainly comprise the
following financial instruments: Loan receivables
regarding credit institutions and tha public {pri-
vate individuals and companies with property
mortgages), derivatives, other financial claims,
issued securities, and depaosits and borrow-

ing credit institutions.

Measurement categories
All financial assats, in compliance with IFRS 9, are
allocated to one of the following measursment
categories;
1. amortised cost
2. fair value through other comprehensive income
3. falr value through profit or loss

a. mandatory

b. fair valua option.

The starting point for the classification of financial
assets into the respective measurement catego-
ries is the company's business model for manag-
ing the financial instruments, as well as whether
the instrument's contractual cash flows canstitute
solely payments of principal and interest.
Financial liabilities are dlassified as follows:
1. amortisad cost
2. tair value through profit or loss
a. mandatory
b. fair value option.

As a general rula, financial liabilities are recog-
nisad at amortised cost. The exceptions ars
financial liabilities which are required 1o be meas-
ured at fair value through profit or loss, such

as derivatives, and liabilities which, upon initial
recognition, are imrevocably identified as being
measured at fair value (fair value option).

Financial assets and liabilities recognised on
the same ling on the balance sheet may be classi-
fied in different measurement categories.

Upon initial recognition, all financial assets and
liabilities are designated at fair value. For assets
and liabfities at fair valus through profit or loss,
the transaction costs are recognised in the
income statement under Net gains/losses on
financial transactions. For other financial instru-
ments, the transaction costs are included in the
acquisition cost.

A of the busi maodel

The business model for managing financial assets
defines classification into measurament catago-
ries. The business model is determined at portfo-
lio level, as this bast reflects how the operations
ane governed and how information is reported to
and svaluated by the company’s managemant.
Information of significance when making a
weighted assessment of the business model for

a portfolio includes the established guidelines and
objectives ¢f a portfolio and how thase are imple-
manted in the operations, the risks which affect
the performancs of the portfolio and how the risks
arg managed, as well as the frequency, volume,
raasons for and times of sales.

NOTES

Assassment of whether contractual

cash flows censtitute solely payments

of principal and interest

The assessment of whether contractual cash
flows constitute solely payments of principal and
interest is significant for the classification into
measurement categories. For the purposes of

“this assessment, 'piincipal’is defined as the

financial asset's fair value upon Initial recognition.
Interest is defined as consideration for the time
valua of money, credit risk, other fundamental
lending risks (such as kquidity risk) end costs
{such as administrative expenses), as well as

a profit margin.

To assess whether the financial asset's con-
tractual cash flows constitute solely payments of
principal and interest, the contractual terms of the
financial asset are reviewed. If there ara contrac-
tual tarms that could change the timing or
amounts of the contractual cash flows, modify
the consideration for the time value of money,
causa leverage or entall extra costs for prepay-
ment and extension, then the cash flows are
deemed not to constitute solely payments of
principal and interest.

Amortised cost

Afinanclal asset is to be measured at amortised

cost if both of the following conditions ane mat:

s Tha objective of the business model is to
collect contractua! cash flows.

* The contractual cash flows constitute sclely
payments of pincipal and interest.

Financial assets recognised in the measurement
category amaortised cost consist of loans that fulfi
the above conditions. These assets are subject
to impaiment testing, see section 11. Financial
liabilities recognised in the measurement cate-
gory amortised gost consist primarily of liabilities
due to credit institutions and issued securities.

Amortised cost consists of the discounted
present value of all future payments relating to
the instrument where the discount rate is the
instrument's effective interest rate at the time
of acquisition.

Interest and cradit fosses refating to financial
instruments measured at amortised cost are rec-
ognised on the income statemnant in net interest
incorne and the row for credit losses, respec-
tively, Earty repayment charges forloans
edeerned ahead of time, as well as capital gains/
losses generated from repurchases of the Bank's
own issued securities, are recognised on the
income staternent under Net gains/osses on
financial transactions. Foreign exchanga effects
are also recognised in net gains/lossas on finan-
cial transactions.

Fair valus through profit or loss, mandatory
It a financial asset does not meet the conditions

for measurement at amortised cost or for meas-
urement &t fair value through other cormpnehen-

sive incoms, measurement at fair value through

profit or loss is mandatory.

STADSHYPOTEK | ANNUAL REPORT 2022 21

25.07.2024 kI 18:02

Brgnngysundregistrene

Side 29 av 98



Brgnngysundregistrene Arsregnskap regnskapséaret 2022 for 991303995

NOTES

NOTE1 Cont.

Financial assets and liabilities held for trading
are ahways classified as measured at fair value
through profit or loss, as are financial assets
managed and evaluated on a fair value basis.

Tha measurement category called fair value
through profit or loss, mandatory, incdludes deriva-
tives, value change of interest-hedged items in

_portfalio hedges, and assets whers the customer
bears the value change risk.

Foreign exchange effects, unrealised and
realised changes in value related to these instru-
ments ana recognised in the income statement
under Net gains/losses on financial trans-
actions.

For the recognition of derivatives through
hedge accounting, see saction 12.

Fair value through profit or lass,

fair valua option

Thers is an option, at initial recognition, to inevo-
cably designate a financial assat as maasured

at fair value through profit or loss if doing so elimi-
natas or significantly reduces a measurement

or recognition inconsistency {'accounting
mismatch’) that would otherwise arise from
measuring the asset.

Unrealised and realised changes in the fair
value of financial instruments that are measured
at fair value through profit or foss via the fair value
option are recognised under Net gains/losses
on financial transactions. Interest attributable
to these instruments is recognised under net
interest income.

At 31 December 2022 and 31 December
2021, the only instance for the company where
the above criteria in the measurement category
werg met was liabilities where the customer bears
the value change risk.

Reclassifications of financizl instruments

As a general nule, inancial assels are not reclassi-
fied after initial recognition. Reclassification is
permitted in the rara cases where the company
changes the business model it applies for the
management of a portfolio of financial assats.
The reclassification of financial liabilities is not
permitted after initial recognition.
Fi ial guar and loan i t
Financial guarantees are contracts that require
the issuer to make specified payments to reim-
burse the holder for aloss incumed because a
specified debtor fails to make payment when due
in accordance with the terms of a debt instrument
{loan), for example, a credit guarantee. The fair
value of an issued guarantes is the same as the
premium received when it was issued. Upoen initial
recognition, the premum received for the guaran-
tee is recognised as a liability under Accrued
expenses and deferred income on the balance
sheet, The guarantee is subsequently measured
at tha higher of the amortised premium or the
provision for the expected loss. Premiums relating
to issued financial guarantees are amortised in
net fee and commission income over the validity
period of the guarantes. In addition, the totat
guaranteed amount relating to guarantees issued

is reported off the balance sheet as a contingent
liability, see note 23.

Premiums far purchased financial guarantees
ara accrued and recognised as decreased inter-
est income in nat interest income if the debt
instrument to which the guarantee refers is
recognised there.

Loan commitments ane reported off the bal-
ance shest until the settlement date of the loan,
see note 23. Fees received for loan commitments
are accrued in net fea and commission income
over the maturity of the commitment unless it
is highly probable that the commitment will ba
fulflled, in which case the fee received is included
in the effective interest of tha loan.

Financlal guarantees and imevecable loan
commitments are subject to impaiment testing,
sea section 1.

Compound financial instruments
A compound (hybrid) financial instrument con-
sists of an embedded derivative and a non-
derivative host contract. Some of the compound
instrument’s cash flows vary in a way similar
to the cash flews of a stand-alone derivative.

if the host cantract in a gompound financial
instrumant is a financial liability, an embedded
derivative must ba separated from the host
contract and recognised as a derivative if the
following conditions are fulfilled:
+ the sconomic characteristics and risks of the
embedded derivative are not closely related
to the economic characteristics and risks of
the host contract,
a separate instrument with the same terms
as tha embedded dervalive would meet the
definition of a derivative, and
tha compound financial instrument is not
measured at fair value through profit or loss
(that is, a derivative that is embedded in a
financial liability measured at fair value through
profit of boss is not separated).
Separate recognition is not applied to com-
pound fingncial instruments when the host
contract is a financial asset. Financial assets
with embedded derivatives are regarded as
awhota when assessing whether their contrac-
tual cash flows constitute solely payments of
principal and interest.

Repurchase agreements and reverse
repurchase agreements

Repurchase agreements, or repo transagtions,
refer to agreements whera the parties simultane-
ously agree on the sale of specific securities and
the repurchase of these securities at a pre-deter-
mined price. Securilies sold in a repo transaction
remain on the balance sheet during the lifa of the
transaction, as the company is exposed to the
value change risk apptying to the security during
this period, The sold instrument is also reported
off-balance as a pledged asset. Depending on
the counterparty, payment received is recognised
under due to credit institutions or as deposits and
borrowing from the public. Securities bought in a

repo transaction (reverse repurchase agreement)

ara accounted for in the corresponding way, Le.
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they are not recognised on the balance sheet
during the life of the transaction. Depending on
the counterparty, the payment made is recog-
nised under lending to other credit institutions or
loans to tha public. Collateral received which is
sold onungder repurchase agreements is recog-
nisad off-balance as a commitment.

Derlvative instruments

All derivatives are recognised on the balance
sheet at fair value. Derivatives with positive fair
values are recognisad on tha assets side under
Derivative instruments. Derivatives with negative
fair vahues ara racognised on the liabilities side
under Derivative instrurments. Realised and urra-
alised gains and losses on derivatives are recog-
nised in the income statement under Net gains/
losses on financial transactions. For tha recogni-
tion of derivatives through bedge accounting,
see saction 12,

10. PRINCIPLES FOR FAIR VALUE
MEASUREMENT OF FINANCIAL ASSETS
AND LIABILITIES

Fair value is defined as the price at which an asset
could be sold or a liability couid be transferred ina
normal transaction between independent market
participants.

For financial instruments raded on an active
market, the fair value is the sama as the quoted
market price. An active market is one whera
quoted prices are readily and regularly available
from a regulated market, execution venus, reliable
news senvice or equivalent, and where the price
information received can easily be verified by
means of regularly occurring transactions. The
current market price comesponds to the price
between the bid price and the offer price which is
most representative of fair value under the cir-
cumstances, For groups of financtal instruments
which are managed on the basis of tha compa-
ny’s net exposure to market risk, the current mar-
ket price is presumed to be the same as the price
which would be received or paid if the net position
werg divested.

For financial instrurnents whers there is no reli-
able information about markst prices, far value is
established using valuation models. The valuation
madels used are based on input data which
essentially can be verified using market observa-
tions such as market interest rates and share
prices, If necessary, an adjustment is made for
other variables which a market participant would
be expected to take into consideration when set-
ting a price. The assumptions used in the valua-
tion are based on intemally generated experience
and ara continuously examined by the risk comntrol
function. The resutt is compared with the actual
outcome so as to identify any need for adapta-
tions of assumptions and forecasting models.

Derivatives

Derivatives which are traded on an active market
are valued at market price. Most of the compa-
ny's derivative contracts, including interest rate
swaps and varous types of linear currency deriv-
atives, ars valued using vaiuation models based
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on market rates and other market prces. The
valuation of non-linsar derivative contracts that
ars not actively traded is also based on a reason-
able assumption of market-based input data
such as volatility.

All derivatives are included in hedge account-
ing. All gerivative instrurnents ars used to match
funding and lending (hedged items). The dariva-
tive's nominal interest flows may differ from cur-
rent market rates at the time of the transaction,
meaning that there may be initial amounts o
receive or pay, These comespond to the deriva-
tive's initial market value and are refered to as a
transaction price or “up-front fee”. The transac-
tion price comesponds to the premiurm/discount
of funding at the tima of issue and ensures
efficiency in hedge accounting over the entire
maturity period.

In Stage 1, peovisions ara to ba recognised which
camespond to the loss expected to occur within
12 months as aresult of defautt. In Stage 2 and
Stage 3, provisions are to be recognised corre-
sponding o the 1oss expected to occur at some
time during the whate of the remaining maturity
of the asset as a result of default.

For.agresments in Stage 1-and Stage 2, there~
is & Group-wide, central process using mod-
el-based calcutations. The process begins for alt
agreemants with an assessment of whather there
has been a significant increasa in the credit risk
sinca initial recogrition (start date of the agree-
ment). For a more detailed description of signifi-
cantincrease in credit risk, see the Credit risks
section of note 2. The provisions in the different
impairment stages are calculated on an individual
basis.

in conjunction with each reporting dats, an

Assets and Habilities where the
bears the value change risk
Assets where tha customer bears the vaius
change risk mainly comprise shares in unit-tinked
insurance contracts. These shares are valued
using the fund’s current market value (NAV), Each
asset comesponds to a liability whers the cus-
{omer bears the value change risk. The valuation
of these liabilities reflects the valuation of the
assets. Since the policyholdaers/sharsholders
have prior rights to the assets, thera is no motive
to adjust the valuation for credit risk. Assets and
liabilities where the customer bears the value
changs risk have essentially been classified at

{air value through profit or loss.

11, CREDIT LOSSES

Expected credit losses

The impairment rulas presented in IFAS 9 apply to

financial assets at amortised cost, financial assels

at fair value through other comprehensive
income, as well as financial guarantees and irrev-

ocabie loan commitments, and are based on a

rnodel for the recognition of expected credit

losses (ECL). This modsl stipulates that the provi-
sion must reflect a probabifity-weighted amount
determined through the evaluation of a number of
potential outcomes, with consideration given to
all reasonable and verifiable information availabla
as per the reporting date without unreasonable
expenss or exertion, The assessment takes into
account historical, cusrent and future-oniented
factors. The assats to be tested for impairment
are divided into the following three stages,
depending on the degree of credit impairment:

* Staga 1 comprises financial assats with no
significant increase in credit risk since initiat
recognition.

» Stage 2 comprises financial assets with a sig-
nificant increasa in credit risk sincs initial recog-
nition, but for which there is no objsctiva evi-
dence that the claimis credit-impaired at the
time of reporting.

+ Stage 3 comprises financial assets for which
objectiva circumstances hava bean identified
indicating that the claim is credit-impaired. For
a definition of credit-impaired assets, refer to the
heading Defautt or Credit-impaired asset below.

rent is mads at agreement level as to
whether an agreement will be subject to a modal-
based calculation or a manual calculation.

Model-based calculation

The calculations of expected cradit losses are pri-
marily affected by the risk parameters 'probability
of defautt’ {PD), ‘exposure at defauit” (EAD) and
‘loss given default’ (LGD). Expected cradit losses
are determined by calculating PD, EAD and LGD
up to the expected final maturity date of the
agreement. The three risk parameters are multi-
plied and adjusted by the survival probability or,
alternatively, the probability that a credit exposure
has not defauited or been repaid in advance. The
estimated expected cradit losses are then dis-
counted back ta the reporting date using the onig-
inal effective interest rata and are totalled. The
total of credit losses for Stage 1 is calculated with
the probability of default for the next 12 months,
while for Stage 2 and Stage 3, the calcutation
applies the probability of default during the asset’s
{ime to maturity.

The calcutation of the expected credit losses.
takes into consideration at feast three macro-
economic scenarios {one neutral, one positive
and ong negative scenario) with relevant macro-
CONOMIC risk factors, such as unemployment,
key rates and central bank rates, GDF, inflation
and property prices, by country. The various
sgenarios are used 1o adjust the risk para-
meters. Every macroeconomic scenario is
assigned a probability, and the expected credit
losses are obtained as a probability-weighted
average of the expected credit losses for each
scenario.

For more detallad information on the models
used 1o calculate expected credit losses for
agreements in Stage 1 and Stage 2 (and jor a
small portiotio of homogeneous claims in Stage
3), and for an explanation of concepts such as
PD, EAD and LGD, expected maturity, significant
increase in credit isk and macmeconomic infor-
mation, sea the Cradit risks section innote 2. For
a sensitivity analysis for expected credit lossas,
seenote 8.

NOTES

Manual calculation

Assets in Stege 3 are tested for impairment on an
individual basis using a manual calculation (with
tha exception of a small portfolic of homogene-
ous claims which have a model-calculated pro-
vision in Stage 3). This testing is carried out on
aregular basis and in conjunction with every
reporting date by the focal branch with business
responsibility (unit with customer and credit
responsibility) and is decided by the regional
credit committee or central credit department.

Impairment testing is carmed out when there
are cbjective circurmnstances which indicate that
the counterparty will not be able to fulfilits con-
tractual obligations, according to the definition of
default. Such objective circumstances could be,
for example, late payment or non-payment, a
change in the intemal rating, or if the borrower
enters bankruptcy.

Impairment testing involves an estimation of
{uture cash flows and the value of the collateral
{inciuding guarantees). Consideration is normally
given to at least two forward-looking scenarics
for expacted cash flows, based on both the cus-
tomer’s repayment capacity and the value of the
collateral. The outcome of these scenaros is
probability-weighted and discounted with the
loan’s original effective interast rate. The scenari-
08 used may take into account both macroeco-
nomic and agreement-specific factors, depend-
ing on what is deemed to affect the individual
counterparty’s rapayment capacity and the value
of the collateral. The assessment takes nto ac-
count the specific characteristics of the individual
counterparty. An impairment loss is recognisad
if vz estimated recoverable amount is less than
the camrying amount.

Expert-based calculation

Expert-based calcutation is also camied out for
credit losses in order to incorporate the estimated
impact of factors not deemed to have been cap-
tured by the model {Stage 1, Stage 2 and fora
small portion of homogeneous claims in Stage 3),
or which have not been considered in the manual
assessment {Stage 3). The modal-based calcula-
tions ara constructed with the ambition of making
as accurate estimations as possible of the individ-
ual contributions to the overall provision require-
ment. However, it is very ditficult o incorporate afl
of the particutar characteristics that define an indi-
vidua! agreement into a general model. For this
reason, 8 manual analysis is carried out of the
agreements which give the largest contributions
10 the overall provision requirement. The manual
analysis aims to apply expert knowledge about
the individual credits to assess whether the
maodel-based or manual calculation needs to

be replaced with an expert-based calculation.

An expert-based calculation may result in either

a higher or a lower provision reguirement than

tha original calcutation.

Expert-based calculation can also be carried
out at a more aggregate level to adjust the mod-
el-based caloulations for a sub-portfolio or similar.
These adjustments are distributed proporticnally
over the agreements involved. An expert-based
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calculation may rasult in either a higher or a lower
provision requirement than tha original calculation.
Recognition and pr
losses

* Financial assets measured at amortised cost
are recognised on the batance sheet at their nat
amount, after the deduction of expected credit. -
lossas.

Off-balance shest items (financial guarantees
and imegvocable loan commitments) are recog-
nised ai thelr nominal amounts. Provisions for
expected cradit Iosses on these instrurments
are recognised as a provision on the balance
sheet.

* Financial assets measured at amortised cost
and off-balance sheet iterns are recognised in
the period's cradit lossas (expected and actual)
in the income statement under the itern Credit
losses, Credit losses comprise the period's
provisiens for expected credit iosses, less
raversals of previous provisions, as well as
write-offs and recoveries during the period.
Write-offs consist of actual credit losses, Jess
raversals of previous provisions for expected
credit losses in Stage 3 and may refer to either
the entirety or parts of a financial asset. Write-
offs ara recorded when there is deemed to be
no reafistic possibility of repayment. Following
awrite-off, the claim on the borower and any
guarantor normally remains and is thereafter,

as a rula, monitored. Monitoring is not pursued
in certain situations, such as when a trustes in
bankruptcy has submitted their final accounts
of the distribution of assets in conjunction with
the tankruptcy, when a schemne of arrange-
ment has been accepted or when a claim has
been waived in its entirety. Claims for which a
concession is granted in conjunction with a
restructuring of financial assets are always
recognised as actual credit losses.

Payments to the company in relation to written-
off financial assets are recognised inincome as
recoveries. Further information on credit lossas
is provided innote 8.

of credit

Defauit or credit-impaired asset

The company's definition of default is identical

to that applied in the Capital Requirements Regu-
lation, entailing either that the counterparty

is over 80 days overdue with a payment or that
an assessment has been mada that the counter-
party will be unable to fulfil their contractual pay-
ment obligations.

Such an assessment implies that it is deemed
to ba more likely that the barrower will be unabla
to pay than that they wili be able to pay. This
assessment is based on all available information
about the borower’s repayment capacity. Con-
sidaration is given to indicators of insolvency such
as insufficient liquidity, lata/cancelled payments,
records of non-payment or other signs of
impaired repayrnent capacity. (Other signals may
inciuds tha borrower being dectared bankrupt or
the granting of a substantial concession or for-
bearance measure, enfailing a decreasein the
valus of the company's claim on the borrower.

The probability of defautt is calculated bafore
each reporting date and is incorporated in the
assessment of whether there has been a signifi-
cant increase in the credi risk since the initial rec-
ognition, as well as in the calculation of expected
credit losses for financial assets in Stage 1 and
Stage 2.

- Acredit-impaired financial asset, whichis an
exposure in Stage 3, is defined as an exposure
indefault. This means that the assassment for
accounting purposes is consistent with the
assessment used in the company's credit risk
management.

Interest

In Stage 1 and Stage 2, recognition of interest
income attributable ta items on the balance shest
15 basad on gross accounting, which means that
the full amount of interest income is recognised
innetinterest income. in Stage 3, interast income
is recognised net, that is, taking into account
impairment. Interest rate effacts ansing due to
discounting effects, attributable to the decrease
of the period until the expected payment, result in
& ravarsal of previously provisioned armounts and
are recognised as interast income in accordance
with the effective interest method.

Valuation of repossessed propetty and
equipment to protect claims
Upon initial recognition, repossessed property
and equipment is recognised at fair valua on the
balance shest. Repossessed property and equip-
ment which is expected to ba divested in the near
future is valued at the lower of the carrying
amount and fair valua less costs to sell.
Repossessed property which is not sxpected
to be divested in the near future is reported as
investment properties at fair value through profit
orioss.

Mcdifited financial assets

Aloanis seen as modified when the terms and
provisions which determine the cash flows are
amended relative to thosa in the oniginal agree-
ment as the result of implemented measures in
the form of concessions (forbearancs) or com-
mercial renegotiations. Forbearance refers to
changes to terms and conditions in conjunction
with restructuring or other financial refief meas-
ures implemented with the abjective of securing
repayment in full, or of maxirmising repayment

of the outstanding loan amount from borowers
experiencing or tacing financia! difficuities. Com-
mercial renegotiations refer to changes to terms
and conditions which are not relatad to a bormow-
er's financial difficulties, such as changes in the
cash flow for aloan arising due to changes

in market conditions with regard to repayment
or interest.

If the cash flows from a financial agset which
ia classified as measured at amortised cost have
baen modifisd, but the cash flows have not signif-
icantly changed, the modification does not nor-
mally cause the financial asset to be removed
from the balance sheet. In such cases, tha gross
carrying amount is recalculated on the basis of
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the changed cash flows of the financiaf asset, and
the adjustment amount is recognised as a modifi-
cation gain or loss in the incomea statement. As
there may be various reasons for implementing a
modification, there is no unconditional connection
betwesn modifications and assessed credit risk.
When a financial asset is subject to forbear-

-ance'measures and the assét remains on the bal-

ance sheat, it is classified in Staga 2 or Stage 3,
based on the outcome of the assessment made
when granting the concession. The assessment
involves a check of whether a provision is
required for credit loss, or other circumstanca
which resutts In classification in Stage 3. f a finan-
cial asset is modified in a way that results in signif-
icantly changed cash flows, the madified financial
asset is deracognised from the balance sheet and
replaced with a new agreement. In such cases,
the modification date constitutes tha initial recog-
rition date for the new agreement and is usad
thareafter for the calcutation of expectad credit
losses and for assessing whether thera has been
a significant increase In the credit risk since the
initial recognition.

12. HEDGE ACCOUNTING {IAS 39)

The company applies different methods for hedge
accounting, depending on the purpose of the
hedge. Denivatives — mainly interest rate swaps
and cross-currency interest rate swaps — are
used as hedging instruments. In addition, when
hedging foreign exchange risks related to net
investments in foreign operations, liabilities in tha
functional curmency of the respective foreign oper-
ation are usad as a hadging instrument. As part of
tha company's hedging strategies, the value
changes of hedging instruments are sometimes
divided into separate components and included
in more than one hedge relationship. Therefore

a single hedging instrument can hedge different
risks. Hedging instruments are only split in this
way if the hedged rigks can ba clearly identified,
tha efficiency can be reliably maasured, and the
total value change of tha hedging instrument is
included in a hedga relationship.

Cash flow hedge

Cash flow hedges are applied to manage expo-
sures to variations in cash flows relating to
changes in the variable interest rates on lending
and funding. The expected maturity for this type
of lending and bormowing is normally much
longer than the fixing period, which is very short,
Cash flow hedging is also used to hedge foreign
exchange risk in future cash fiows deriving from
lending and borrowing. Derfvatives which are
hedging instruments in cash flow hedges are
measured at fair value. If the derivative's value
change is effective - that is, it cormesponds to
futura cash flows related to the hedged item - it
is recognised as a component of Other compre-
hensive income and in tha hedge resarve in
equity. Ineffective components of the deriva-
tive's value change are recognised in the income
statement under Net gains/dosses on financial
transactions. When a cash flow hedga is termi-
nated earty, the cumutative gain or koss on the
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hedging instrument previously recognised in
other comprehensive income is amortised under
Net gainsfosses on financial transactions during
the period in which the hedged cash fiows are
expected to occur. If cash flow hedges are ter-
minated early and the hedged cash flows are

no longer expected to ocour, the accumulated
valua changs is raclassified in the hedge reserve
to Net gainsAosses on financial transactions.
Seenote 13,

Hedge accounting at fair value

Fair value hedges are used to protect the com-
pany against undesirable impact on profitloss
dua to exposure to changes in market prices.
Fair value hedges are applied for individual assets
and liabilities and for portfolios of financial instru-
ments. Hedged risks in hedging packages at fair
value sormprisa the interest rate and foreign
exchangs risk on lending and borrowing at fixed
interest rates, and also lending with interest rate
caps. The hedging instruments in these hedging
relationships comprise intarest rate swaps and
interest rats options. in the case of farr value
hedgss, the hedge instrument and hedged risk
are both recognised at fair value. Changes in
value ara sacognised directly in tha incoms state-
ment under Net gainsAosses on financial transac-
tions. When portfolio hedging is epplied, the value
of the hedged item is reported as a separate line
itern on the balance sheet in conjunction with
Loans to the public. When fair valua hedges are
prematuraly terminated, the accrued value
change on the hetiged item is amartised in Net
gains/osses on financial transactions during the
remaining time to maturity. When a fair value
hedge s terminated eary, and the hadgad iterm
no longer exists, tha value change generated is
reversed directly under Net gainsAosses on finan-
cial transactions. Accumulated changes in the
value of portfolio hedges which have been termi-
nated early are reported on the balance shaet
under Other assets.

13. INTANGIBLE ASSETS (IAS 38)
Recognlition in the bal sheet
Anintangibla asset is an identifiabls, non-mone-
tary asset without physical form. An intangible
asset is only recognised on the balance sheet if
tha probable future economic benefits attributa-
ble to the asset will flow ta the company and the
acquisition cost can be refiably measured. This
means that internally generated values in the form
of goodwill, trademarks, customer databases
and similar are not recognised as assats on the
balance sheet.

Investments in software developad in-house
ane recognised as an expense on a cument basis
to the extant that the expenditure refers to main-
tenanca of existing business operations or soft-
ware.

Agreements with suppliers that provide the
Bank with a cloud senvice that involves access to
the supplier's application, platform or infrastruc-
ture for the duration of the agreement comprise
service contracts. Fees for a cloud service are
charged to expenses on an ongoing basis for the

duration of the contract. Any charges paidin
advance are recognised as an asset, i.e. prepaid
axpenses. Fees for configuration ang adaptations
of a cloud senvice are charged to expenses when
a supplier renders the services in question. When
configuration and adaptations are an integral part
of tha cloud service and ane undertaken by the
supplier of the cloud servica; or a sub-contractor
to tha supplier, the fee is charged to expenses

on an ongoing basis for the duration of the agree-
ment. Any charges paid in advance are recog-
nised as prepaid expenssas,

In the case of in-house development of new
software, or development of existing software for
new business operations, the expenditure
incummed that can be reliably measurad is capital-
isad from the time when it is probable that sco-
nomic benefit will arise. Expenditure arising from
borrowing costs is capitalised from the date on
which the decision was made to capitalise
expenditure for development of intangible assets.

Intangible assets with a finite usetul lite
Intangible assets for which it is possible to estab-
lish an estimated usetul life are amortised. The
amostisation is on a straight-line basis over the
useful lfa of the asset. Currently this means that
intemally developed scftwars is narmally amor-
tised over five years. In certain infrastructure pro-
jects, the useful life is assessed to ba more than
five years. For thess types of investment, the
amortisation peniod is up to 15 years. The amorti-
sation period is tested on an individual basis at
the time of new acquisition and also continually i
there are indications that the useful life may have
changed. Intangible assets with a finite useiu life
are reviewed for impairment when there is an indi-
cation that the assat may have decreased in
value. Impaiment testing is performed by calcu-
lating the recoverable amourt of the assets, i.e.
the higher of the value in use and the fair valua
less costs to sell. As long as the recoverable
amount exceeds the camying amount, no impair-
ment loss needs to be recognised. Impaimment
losses are recognisad directly in the income
statement.

14, PROPERTY AND EQUIPMENT (LAS 16)
The company's tangible non-cumrent assets con-
sist of equipment. These assets are recorded at
cost of acquisition less accumutated depreciation
and impaimnent losses. Depreciation is based on
the estimated useful lives of the assets. Alinear
depreciation plan is usually applied. The esti-
mated useful lives are reviewed annually. Personal
computers and other IT equipment are usually
depreciated over three years and investments

in premises ovar ten years. Other equipment is
normally depreciated over five years. Impairment
testing of property and equipment is carried out
when there is an indication that the value of the
asset may have decreased, Impaimment loss is
recognised in cases whers the recoverable
amount is less than the carrying amaunt. Any
impairment losses are recognised immediately in
the income statement. An impairment charge is
reversed if there is an indication that there is no

NOTES

longer any impairment loss and there has been
achange in the assumplions underlying the
estimated recoverable amount.

15. EQUITY

Equity comprises the components described here,
Hedge reserve -

Unrealised changes in the value of derivative
instruments which comprise hedge instruments
in cash flow hedges are reported in the hedge
reserve.

Translation reserve

The translation raserva comprises unraalised
forsign exchange eflects arising due to translation
of foreign units to the company's presentation
currency.

Retainad earnings including profit

for the year

Retained earnings comprise the profits generated
from the current and previous financial years. Divi-
dends are reported as deductions from retained
eamings. Realised gainsAosses which are attrib-
utable to equity instruments classified as meas-
ured at fair value through other comprshensive
income are reclassified from the fair value reserve
to retained eamings.

16. GROUP CONTRIBUTIONS

Group contributions are recognised in accord-
ange with tha economic substance of the con-
tribution. Group contributions provided by the
company to the parent company are treated as
dividends and recognised as a reduction of
ratained eamings.

17. INCOME
Netinterest income
Interest income and intersst expenses are calcu-
lated and recognised by applying the sffective
interest method or, where considered appropni-
ate, by applying a method that resuits in an
amaount constituting a reasonable estimate of the
results of a calcuiation based on the effective
interast method. Effective interest includes tees
which ang considered an integral part of the effec-
tive interest rata of a financial instrument (gener-
ally fees received as compensation for risk).
The effective interest rate corresponds to the
rate used to discount future contractual cash
flows to tha carmying amount of the financial asset
or fiability. Net interest incoms also incfudes inter-
est from derivative instruments recognised
through hedge accounting and interest from
darivatives in economic hedges, as these hedge
items for which the interast flows are recognised
under Net interest income,

Allintarest income and interest expensa ere
recognised as net interest income in the income
statement.

Revenue from contracts with customers

The standard Ravenue from contracts with cus-
tomers, IFRS 15, is applied for different types of
sarvices which are mainly racognised under Fee
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and commission incame in the income state-
ment. IFRS 15 is also applicable to the iterm Other
incomea. Howaver, Other income does nat, in all
material respacts, rafer to income from contracts
with customers.

The income is recognised at the point in time
at which the performance obligation is fulflled,

_ which coresponds to the transfer of control over
the service to the customer. The total reimburse-
ment is divided between each service and recog-
nition in income depends on whether the services
are futfiled at a specific point in time, or over time.

The following principles apply to the time at
which ingome is recognised:

The income recognised must reflact the
anticipated incoma. When the income includes
variable rembursement, such as a discount,
bonus or parformance-based element, thg
income is recognised only when it is highty
probabile that no repayment of the amount
will take place.

Payments are made on a regular basis as thg
senvicas ame performed and advance payments
refer to a maximum of 12 months into the future.
Accrued income is recognised for services ren-
dered which are yet to be paid for and deferred
incomea is recognised for short-term advance
payments for services which are yet to be ren-
dered. Income from contracts with customers
constitutes an insignificant proportion of the items
Other accrued income and Delerred income.
There is no additianal expenditure to obtain a
contract with a customer recognised as an asset
(prepaid expensa), instead additional expenditure
to obtain a contract with a customer is recog-
nised as an expense during the accounting
period in which it arises.

Net fee and commisslon income

Income and expense for various kinds of services
are racognised in the income statement under the
items Fee and commission income and Fee and
commission expense, respectively. This means
that items such as premiums for financial guaran-
ees given are recognised as commissions, Guar-
antee commissions that are comparabla to inter-
est and fees that constitute integrated compo-
nents of financial instruments and therefora are
inciuded when calculating the effective intarast
are recognised under Net interest income and not
commissions. Fee and commission expense

is transaction-based and direclly related to
transactions for which the income is recognised
as fes and commission income.

Net gains/losses on financial transactions
Net gainsAosses on financial transactions shows
the impact on profit or loss that arises when
measuring financial assets and liabilities at fair
value through profit or loss and when financial
assets and liabilities are realised. Gains/losses on
financial instruments at amortised cost consist of
realised gains and losses on financial assets and
liabililies classifiad as measured at amortised
cost, such as early repayment charges for loans
redeemed ahead of time, and capital gains/flosses
generated from repurchases of the Bank's own

issued securities and premature closing of
derivatives contracts.

GainsAosses on financial instruments meas-
ured at fair value through profit or koss, fair vajue
option, consist of unrealised end realised
changes in the valua of financial assets and liabili-
ties that upon initial recognition were identified as
measurad at fair vahie through profit or loss.

GainsAosses on financial instruments meas-
ured at fair value through profit or loss, manda-
tory, consist of unrealised and realised changes
invalue, dividend income and interest {with the
exception of interest deriving from derivatives
used to hedge items for which tha interest flow
is racognised in net interest income) on financial
assats and liabilities held for trading, or which are
managed and evaluated on the basis of fair value.

Fair vaiue hadges consist or unrealised and
realised changas in tha valua of hedging instru-
ments, and the hedged risk component in finan-
cial assets and fiabilities which constitute hedged
ftems in fair valug hedges. Ineffective portion of
cash flow hedgas consists of changes in the
value of hedging instruments which do not
correspond to future cash flows attributable to
the hedged itern,

18. EMPLOYEE BENEFITS

Staft costs

Staff costs consist of salaries, pension costs and
cther forms of direct staff costs including secial
sacurity costs, special payroll tax on pension
costs and other forms of payrolt overheads. Any
remuneration in connection with terminated
employment is recognised as a liability when the
agreerment is reached and amortised over the
remaining employment period.

Accounting for penslons {AS 19)

Defined benefit plans

Tha company has pension obligations which

are guaranteed through insurance with Pensions-
kassan SHB, Férs&kringsftrening {pension fund).
These obligations are reported according to the
IAS 19 nules for defined benefit plans, whereby
the company under common control shares the
risks related to the pension obligations, since the
pension fund’s assets are not allocated among
the employers who have insurance with the pen-
sion fund. According te these rules, the company
reports the insurance charges which are debited
for the period as an expense.

Defined contribution pension plans?

In tha Bank's BTPK plan, a defined contribution
pension plan the company’s obligations are lim-
itad to the contributions the company has under-
taken to pay. In such cases, tha size of the
employesa’s pension is determined by the contri-
butions the company pays towards the plan or to
aninsurance compary and the return on the cap-
ital invested that these contributions ganerate.
Conssqusntly, it is the employee who bears the
actuarial risk {that benefits will be less than

1 This text refers to the BTPK pian, which is a defined
contribution pension plan.

26 STADSHYPOTEK | ANNUAL REPORT 2022

expected) and the investment risk {that assets
invested will be insufficient to meet expected ben-
ofits). The company's obligations regarding con-
tributions to defined contribution plans are
reported as an axpenss in the profit for the year to
the degree such benefits are eccumulated as a
result of the ermployees working for the company

- -over a perod of time.

19, TAXES {IAS 12)

The tax expense for the period consists of current
tax and deferred tax. Current tax refers to taxes
relating to the period’s, or previous pericds’, taxa-
ble resutt. Deferred tax is tax referring to tempo-
rary differences between the carmying amount of
an asset or liability and its taxable value. Defermed
taxgs aro valued at the tax rate which is deemed
to be applicable when the item is realised.
Deterred tax claims related to daductible tempo-
rary differences and loss cany forwards are only
recognised if it is probable that they will be
wilised. Deferrad tax liabilities are recognised at
nominal value. Tax is recognised in tha income
statement, in Other comprehensiva income or
directly in equity depending on where the under-
lying transaction is reported.

20. ESTIMATES AND KEY ASSUMPTIONS

In certain cases, the application of the company’s
accounting policies means that assassments
must be made that have a material impact on
amounts reported. The amounts reporied are
also affected, n a number of cases, by estimates
and assumptions about the future. Such assump-
tions always imply a risk for adjustment of the
reported value of assets and liabilities. The
assessments and assumptions applied always
reflect the management's best and fairest assess-
ments and are continually subject 1o examination
and validation, Below follows a report of the
assessments and assumptions that have had
amaterial Impact on the financial reports.

Credit losses

The calculation of expacted credit losses involves
anumber of dacisions arived at using assump-
tions and assessments. The valuation of
expected credit losses is inhgrently associated
with a certain degree of uncertainty. Areas involv-
ing a high degree of assessment are described
below under the respective headings.

Forward-looking data in Macrosconomic
scenarios

The company continuously monitors macro-
aconomic developments, with a particutar focus
on the home markets. Through this monitoring,
macroeconomic scenarios are produced which
form the basis for the lorward-looking data used
in the modal-based calculation of expected
credit losses. The capacity of the company's
customers to fulfil their contractual payments
varies in line with macroeconomic develop-
ments. Consequently, future macro-economic
developments have animpact on the company's
view of the provision neaded to cover expected
losses. The calculation of the provision require-
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rnant for expected credit tosses is based on the
neutral scenario proposed by tha company’s
macro-research unit. As the losses may be mom
highly afiected by a future deterioration of eco-
nomi¢ trends than by the equivalent improve-
ment, the comparty uses at least two aternative
scenarios to take inta account the non-linear
aspects of expected credit losses. These alter- -
native scanarios represent conceivable develop-
ments, one significantly worse and ona signifi-
cantly better than the neutral scenario. The most
significant macroeconomic risk factors have
been selectad on the basis of the company's
loss history over the past decade, supplemented
with experience-based assessments. Thase
macroacenamic risk factors are thenused as
Maeroeconoimic fisk factors in the company's
quantitativa statisticai models for forecasting
migrations, defaults, loss rates and expasuras.
Macroaeccnomic risk factors include unempiloy-
ment, key rates and central bank rates, GDP,
inflation and property prices. The company’s
business moedel, to offer credit to customers
with a high repayment capacity, means that the
conraction bstween the macmeconomic davel-
opments and the provision requirement is not
ahways particularly pronounced. For a more
detailed description of macroeconomic informa-
tion, see the Cradit risks section of note 2 and
for a sensitivity analysis, see nots 8.

Significant increass in credit risk

The company makes an assessment at agrea-
ment level at the end of each reporting period as
to whether there has been a significant increase
in credit risk since initial recognition. For amore
detailed description of significant increasa in
credit risk, ses the Credit risks section of note 2.

Model-based calculation

The quantitative models which form the basis

for the ealcutation of expected cradit losses for
agreementsin Stage 1 and Stage 2 make use of
sevaral assumptions and assessments, One kay
assumgption is that the quantifiable relationships
between macroeconomic risk factors and risk
parameters in historical data are reprasentative
of future evants. The quantitative models applied
are based on a history of approximately 10 years,
although this history varies by product and region
depending on the availability of historical out-
comes. The quantitative models have been
designed with the help of econometric models,
applying the assumption that the cbservations
are independently conditioned by the risk factors.
This means that the risk paramsters can be pre-
dicted without distortion. Furthermars, a selection
of the most significant macroeconomic risk fac-
tors is made on the basis of the individual macro-
economic risk factors’ demonstrative ability on
individual risk parameters. Tha sslection of the
macroaconomic risk factors and specification

of the modlel are based on achieving a balance
between simplicity, demonstrative ability and
stability.

Manual and expert-based calculations
As a genaral rule, manual calculations are used
for agreements in Stage 3, with the exceptionof a

small portfolic of homogeneous caims in Staga 3.

Expert-basad caloulation is carried out for
maodel cutcomes on agreements in Stage 1 and
Stage 2, in order to incorporate the estimated
impact of factors not deemed to have been -
captured by the model and alse for manually
assassed agreements in Stage 3. For amore
detailed description of manua!l and expert-based
calculations, see Manual calcutation and Expert-
based calculation in saction 11.

21. EXCHANGE RATES

Exchange ratss 31 Dec| 31Dec
2022 2021

EUR1 = SEK

Income statement (average) 106308 10,1457

Balancs shee (at end of pesiod) 11.1354 ] 10.2546

GBP 1 = SEK

Income statement {average} 12.4662 ) 11.8045

Balance sheet (at end of period) 125708 | 12.2153

USD 1 = SEK

Income statement {avernge) 101283 B.5822

Balance sheet (al end of period) 10,4382 | 8.0845

NOK 1 = SEK

Income statement (average) 10523 0.99683

Balance sheet (al and of period) 1.0695] 1.027

DKK 1 = SEK

income staternent (avarage) 14200 1.3642

Balance shest (3t end of period) 1.4975| 13790

CHF 1 = SEX

Income statement (average) 105809 1 9.3858

Balance sheet {at end of period} 11.3211 | 9.8838

22. COMPANY INFORMATION

Stadshypotek AB (pub) has its registered office
at Torsgatan 14, 103 70 Stockholm, Sweden. lts
core business comprisas the financing of proper-
tias, primarily residential properties, as well as
office and commercial buikiings. The company

is a wholly owned subsidiary of Svenska Handels-
banken AB (publ). Further information on the
operations is provided in the Administration Report.

NOTES
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NOTES

NOTE 2 Risks and risk control

RISKS AND UNCERTAINTY FACTORS
Stadshypotek’s low risk toferance means that, as
part of the Handalsbankan Group, Stadshypotek
avoids granting credits to high-risk customers.
This, combined with good capitalisation and a
strong liquidity situation, makes the company well
prepared to oparate in a stricter regulatory envi-
ronment and mora difficult market conditions.

RISK CONTROL

Stadshypotek's operations are conducted with &
controlied low fevel of risk. Stadshypotek's risks
are credit risk, market risk, liquidity risk, opera-
tional risk and business rigk. Gredit rigk is the rigk
of Stadshypotek facing economic loss because
its counterparties cannot fulfil their contractual
obligations. Market risk stemns from price changes
in the financial markets. The market risks affecting
Stadshypotek ara interest rate risk and foraign
exchange risk, Liquidity risk refers to the risk that
Stadshypotek will not be abla to meet its payment
obligations when they fall due without being
affected by unacceptable costs or losses. Opera-
tional risk is defined as the risk of loss due to inad-
equate or failed intemnal processes, human error,
malfunctioning systems, or external events. The
definition includes legal risk. Credit risk is the

most significant risk for Stadshypotek.

The Stadshypotak Board establishes policies
describing how various risks must be managed
and reported. In addition, Stadshypotek's Chief
Executive sets guidelines and instructions for
managing and controlling alf types of risk. These
documents are based on the policies that the
Board of Handelsbanken has adopted for man-
aging and reporting risks within the Handels-
banken Group as a whole. Stadshypotek's risk
management aims to ensure compliance with the
strict approach to risk established by the Board.

Stadshypotek’s lending operations ar inte-
grated with those of Handelsbanken, which
means that Stadshypotek's lending is carried out
via the Bank's branch network. Stadshypotek's
tunding needs are managed by Handelsbanken's
Treasury Department. Individual outsourcing
agreements speciy the services which Handels-
banken is to perform on behalf of Stadshypotek.
Thys, the business operations at Stadshypotek
ara conducted according to the same fundamen-
tal principtes which apply at Handelsbanken. The
Bank's corporate culture is charactensed by a
clear division of responsibility, where each part of
the business operations bears full responsibility
for its business and for risk management. The
person who is most familiar with the customer
and the market conditions is the person best
aquipped to assess the risk and can also take
action at an early stage in the event of problems.
Each branch and each profit centre is responsible
for dealing with any problems that arise. As a con-
saquence, there are strong incentives for high risk
awareness and for prudenca in business opera-
tiens. In addition to the accountakbility of deci-

sion-makers, control procedures are in place

to ensure thal excessive risks are not taken in
individual transactions or local operations. In
lending, this means that large icans are subject
to imits and are assessed at various decision lev-
els, depending on the size of the credit limit. Pro-
cedures also exist to limit market risk and liquidity
risk at Stadshypotek, where the company’s
Board establishes imits.

Stadshypotek also has risk control independ-
ent of business operations which is rasponsible
for the regudar follow-up and monitoring of all risks
applying to operations, primarily credit risk, mar-
ket risk, liquidity rigk, counterparty risk and cpera-
tional risk. The Risk Control function carries out
daily measurements and checks to ensure that
risk exposure for market, liquidity and counter-
party risks is within the set limits. Limit utilisation
is reported internally within the comparny, and
to the parent company’s Group Risk Controt
function. In addition, limit utilisation is reported
regularty to Stadshypotek's Chief Executive and
Board of Directors.

Stadshypotek is also covered by Group Risk
Control at Handelsbanken, which is designed to
identify the Handelsbanken Group’s risks, gauge
them, and ensure that management of these
risks complies with the Group's low risk tolerance.
Group Risk Control is responsible for the inde-
pendent reporting of risks for the banking group
of which Stadshypotek is a part. Group Risk
Control also develops and provides models for
rmeasuring risk that are applied in Stadshypotek’s
operations and performs certain calculations that
provide a basis for some of Stadshypotek’s exter-
nal reporting.

Stadshypotek alse has a procedure for contin-
ual capital ptanning to ensure that it has a suffi-
ciant amount of capital to secure the company's
survival if a serious loss wera to occur, despite the:
measures taken to manage the risks. The method
for calculating economic capital ensures that afl
risks are considered in a consistent manner when
the nead for capital is assessed.

CREDIT RISKS

Credit risk is defined as the risk of Stadshypotek
facing economic; loss because its counterparties
cannot fulfil their contractual obligations.

Rules for lending at Stadshypotek

Lending must be carried out in accordance with
the terms stated in Stadshypotek’s credit instruc-
tions, established annually by the company's
Board. The credit instructions include the maxi-
mum permitted loan-to-value ratio (LTV) for vari-
ous property types and a requirement that loans
above a certain amount be subjact 10 an advance
examination conducted by Stadshypotek's credit
depariment befons the loan can be disbursed.
Stagshypotek primarily offers kaans for residential
properties. The limit for satisfactory mortgage col-
lateral comesponds to a maximum of 85 per cent
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of the market value of the property in the case of
residerntial properties such as detached houses,
housing co-operative apartments and second
homes. This applies to lending in Swaden and

~ alsota Stadshypotek’s branches in Norway and -

Finlangd. At the former branch in Denmark, which
was s0ld to Jyske Bank A/S on 30 Novamber
2022, it was possibla to borrow up to 80 per cent
of the property’s market value in the case of resi-
dential properties. The above limits are set to
reflect the customary loan-to-value ratios for
mortgage bamowing in each of the respective
countries. For office and commercial properties,
which ara only mortgaged in the Swedish market,
amaximum of 60 per cent of the market value
applies. Industrial and warshouse properties are
not financed by Stadshypotek.

Principies for managing credit risk
Stadshypotek’s lending takes place through
Handelsbanken. Lending operations are based
on the principles applying at the Bank, but also
taka into account other special instructions and
regulations regarding the granting of credit, as
specified by Stadshypotek. In the Bank's decen-
tralised organisation, the branch responsible for
the customer has total credit responisibility.

The branchas ara responsible for credit decisions,
but large credits are subject 1o mits and are
assessed by a special credit organisation. Daci-
sions on limits are made at the branch, regional or
central laval, depending on the size of the credit
fimit. The Bank is selactive when choosing cus-
tomers, and borrowers must be of high quality.
The guality requirement is never neglected in
favour of higher cradit volumes or to achieve
higher returns. Of the total volume for corporata
axposures at Stadshypotek, 99 per cent (99}
was 1o customers with a repayment capacity
assessed as normal or bettar than normal, ie.
with a rating grade between one and fiva on the
Bank's ten-point risk rating scale.

The Bank strives to be a relationship bank
whose branches maintain regular contact with
tha customer. This gives the branch anin-depth
understanding of each individual custormer and
a continuafly updated picture of the private cus-
tomer or company. This contact also enables the
branch to quickly identify any problems and taka
action. ln many casss, this means that the Bank
can take action more rapidly, before a problem
escalates, than would have been possible with a
more centralised management of problem loans.
Tharefore, the branch addresses problems that
arisa when a customer has repayment difficulties,
If necessary, the branch abtains support from the
regional head office and Stadshypotek's credit
department. In accordance with the Bank's prac-
tices, all employees whose work involves tran-
sactions linked to credit risk adopt a tried and
testad approach to such risks, and this consti-
tutes an important part of the Handelsbanken
Group's culture,
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Acconding to the Handelsbanken Group's and
Stadshypotek’s credit policy, weak repayment
capacity can naver be accapted on the grounds
that good collateral has been offered to the Bank.
Collateral may, however, substantially reduce
Stadshypotek’s loss if the borrower cannot fulfi
their cormmitments. Credits in Stadshypotek must
therefore always be satisfactorly secured by --
mortgages in property or a co-cperative apart-
ment. Unsecured credit may be granted when the
borrower or guarantor is a govemment, regional
authority or municipality, or when tending to joint
ownership associations. In addition to the
advance examination conducted in accondance
with tha Cradit Instructions for Stadshypotek,
Stadshypotek’s credit department carries out

a further examination after loans have been dis-
bursed. The examination locks at credits selected
according to predetermined criteria, chacking,
for example, that the loan-to-valus ratio of mort-
gaged properties complies with regutations.

In addition, Stadshypaotek’s credit department
conducts reguiar checks of Stadshypotek's

loan portfalio to ensure that property values and
LTVs are at a satisfactory level and comply with
the Credit Instructions for Stadshypotek. Stads-
hypotek's valuation unit carries out regutar
checks to ensure that the property valuaticns

are comrectly performed and that they reflect the
rnarket value of the property.

Risk rating

The Handelsbanken Group's risk rating system
comprises a number of different systems, meth-
ods, processes and procedures to support the
Handelsbanken Group's classification and quan-
tification of cradit risk.

The Handelsbanken Group's internal risk clas-
sification system, whichis also used for credits in
Stadshypotek, is applied to measure the credit
risk of all operations in a reliable and consistent
manner. The risk rating is based on the Bank's
internal rating, which is determined by an assess-
ment of each counterparty’s repayment capacity.,
Tha rating is determined by the risk of financial
strain and by the assessed resistance to this
strain. The method and classification are based
on the rating model applied by the Mandels-
banken Group.

The internal rating is the most important com-
ponent of the Handelsbanken Group's model for
calculating capital requirements according to the
IRB approach. The rating is dynamic; it is reas-
sessed if there are signs that the counterparty’s
repayment capacity has changed. The rating is
also reviewed periodically as stiputated in the
regutations. The rating is made by the person
responsible for granting the credit and it is sub-
sequently checked by independent bodies.

Risk rating methods

To quantify the Hande!sbanken Group’s credit
risks, and thus also Stadshypotek’s credit risks,
a calculation is made of the customer’s probabil-
ity of default (PD), the Handelsbanken Group's
expected exposure at defautt (EAD), and the pro-

portion of the exposure that the Handelsbanken
Group is expectad 10 lose in the event of default
(Loss Given Defautt, LGD). Default is defined as
when the counterparty is either 90 days late in
making payment, or when an assessment has
been mads that the counterparty will not be able
to pay as contractualty agreed, for example, if
daclared bankrupt. -

The PD value is expressed as a percentage
wher, for axample, a PD value of 0.5 per cent
means that one bormower in 200 with the same
PD value is expacted to default within one year.
A credit in default does not necassarily mean that
Stadshypotek will incur a loss, sinca there is col-
lateral for the exposura. Nor does a default mean
that it is out of the question that the counterparty
will pay at some time in the future, since the pay-
ment problems may be temporary. At Stads-
hypatek, unsecured loans may only be granted
when the borrower or guarantor ig a government,
region or municipality, or when lending to joint
ownership associations.

For corporate exposures, the intemal rating set
for each counterparty is directly converted intoa
risk class graded on a scale from 1 to 10 (where
risk class 10 refers to counterparties that have
defaulted). The corporate exposures are divided
into four counterparty types based on the busi-
ness evaluation template used for the counter-
party. PD is calculated indnidually for each risk
ctass and counterparty type.

For retail exposures, the risk class is also
based on the intarnal rating assigned to afl cradit
customers. The rating is not translated directly
into a risk class as for corporate exposures;
instead, the different exposures are sorted into &
number of smaller groups on the basis of certain
factors. Such factors include the type of cradit,
the counter-party's debt-servicing record and
whather there ae one o more bormowers. An
average default rate is calculated for sach of the
smaller groups, and on the basis of this, the
groups are sorted into one of the tenrisk classes.
Cifferent models are used for exposures to private
individuals and SMESs (that are also dlassified as
retail exposures), but the principle is the same.

For retail exposures and exposurnes to medi-
um-sized companies, property companies and
housing co-operative associations, the LGD is
determined using the Handelsbanken Group's
own loss history, For exposures to large compo-
rates that are subject 10 a capital requiremant
using the IRB Approach with own estimates of
LGD and credit conversion factor (CCF), the LGD
is determined on the basis of intemal losses and
external observations. For ratail exposuras
secured by property in Sweden and for property
exposures to medium-sized companies, property
companies and housing co-operative associa-
tions, different LGD values ara applied depanding
onthe LTV ratio of the collateral.

For each exposure class, the PD is calculated
for gach of the risk classes that refer to non-
defaulted counterparties or agreements. PO
is based on calculations of the historical percent-
age of defaults for different types of exposures.

NOTES

The average defautt rate is then adjusted by a
margin of conservatism and a business cycle
adjustment factor. The margin is intended to
ensure that the long-term probabiiity of defautt is
not underestimated.

When establishing LGD, the risk measure
must reflect the loss rates during economically
unfavourable circumstances, known as downitum
LGD. For collateral in property, the downturn LGD
is based on observed loss ratas {rom the property
crisis in the early 1990s.

In addition to the capital adequacy caloulation,
measures of risk (PD, EAD, LGD) are used to cal-
cutate the cost of capital in each individual trans-
action and to calcutate economic capital (EC).
This means that margins in the form of business
cydle adjustments and conservatism adjustments
in the risk measurements are alsa included in the
cost of capital in individual trensactions and in
caloulations of econamic capital, which means
that the loss levels that the ask measurements
imply are conservative. The method used means
that the Handetsbanken Group’s historical losses
have a dirsct impact on risk calculations and
capital reguiraments.

PD intervels and proportion of exposure
by exposure typa, corporate and ratail,
excluding defaulted credits

Proportlon of exposure, %
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The diagrarn abova shows a breakdown of Stads-
hypotek's exposures (EAD), excluding credits in
default, between the different PO intervals for
each exposure class. The PD values used are
those applied when calculating the capital
requirement.
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Credit risk exposures by risk class

Credit risk axposures by risk class Off-balance
2022 Bajance sheet lams sheet ltems.
Loans to Derfvative
SEKm Loans to the public crodit C Total
Risk claas
l B 517,830 - 517,830
2 T 485,572 - . 495,572
3 380.235 - 3 380,238
4 118,977 - 116,877
5 26,161 - - 25,161
B 3,454 - - 3,454
7 20,173 - - 20173
8 243 243
9 4,956 - - 4956
Dafauns 1214 - - - 1214
Standardised approach ] 9.066 7,941 - 17,007
Total 1565815 9,086 7.541 3 1,582,825
Credit risk axposures by risk class Off-balance
o0 Balance sheet items sheet items
Loans to Darivativa
SEKm Loana to the public cradit insti i [« Total
Risk ciass
1 502,118 - - Q 502,118
2 502,171 4 502,173
3 355,342 - 1 355,343
4 115,439 - ) 115,440
E] 24,208 24,208
6 3640 - - 3,840
7 17,268 17.269
-] 201 - - 291
9 4,409 4,400
Defaults 1,024 - - 1,024
Standardised sporoach [ 13,301 7,223 - 20,530
Total 1,525,915 13,301 7.223 4 1,548,443
Balance sheol Rems subject to Impairment testing under IFRS 9, broken down by risk ¢lass
Balance sheet ltams that are
subject to Impaimmant testing under IFRS 9,
broken down by rsk ctass Gross Provisions
2022
SEKm Stage 1 Stage 2 Stags 3 Stage 1 Stage 2 Stage 3
Risk ctass
1 509,176 8.662 -5 -3 -
2 491,435 8,900 -12 -5 -
3 376,435 8,051 -16 -8 -
4 111,021 5983 - -18 -8 -
5 21,806 3,421 - 7 26 -
6 2,856 612 -1 113
7 16,133 4,060 -4 -16 -
8 a5 218 - [ E:]
9 1733 3,238 - 2 -13 -
Defaults - 1,260 - - -55
Standardised approach - - - ] -
Total 1,530,690 43,143 1,269 -6 100 -55
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Balance sheat items that are

subject to Impairment testing,

broken down by risk class Gross Provisions

2021

SEKm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3

Risk class

1 500,444 1678 2 -2 —
S22 - - - 505,562 T s - ] 4 -

3 358,159 3,008 k] -5 -

4 115,576 2,844 - -16 5

5 20,657 3,565 7 8 -

6 2,890 657 2 5 -

7 14,519 2.762 2 10

[:] 73 224 0 -8

] 2017 2,405 -4 -9 -

Defaults - - 1,108 - 79

Standardised epproach ] - 0 - -

Total 1,518,022 20,275 1,109 -5t -55 79

Lozns to the public subject to impairment testing under IFRS 8, broken down by risk class

Loans to the public that are

subject to impairment testing,

broken down by risk class Gross Provisions

2022

SEKm Stage 1 Stage 2 Stage 3 Stage t Stage 2 Stage 3

Rigk class

1 500,176 8562 5 3

2 486,689 8800 - 12 -5 -

3 372,208 8,051 - -16 8

4 111,021 5983 -19 -8

s 21,773 3421 - 7 -26 -

[ 2,856 612 -1 -13

7 16,133 4,060 -4 -16 -

8 s 216 e ]

] 1,733 3238 - 2 -13 -

Defautts - - 1,269 - 55

Standartised approach - - - [ - -

Total 1,521,624 43,143 1,269 -66 -100 55

Loans to the public that are

subject to mpairment testing,

broken down by risk class Groas Provisiony

2021

SEKm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3

Risk class

1 500,444 1,678 - -2 -2

2 489,002 3,102 k] -4

3 352,318 3038 - k] 5

4 112616 2844 - -18 -5

5 20,657 3565 -7 -9 -

[ 2890 857 - -2 -5 -

7 14,519 2,762 - -2 -10 -

8 7 294 0 -8

o 2017 2,405 - 4 ) -

Defauts - 3,108 - 79

Standardisad appeoach 6 - - 0 - -

Total 1,504,722 20,275 1,103 -1 -55 79
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CALCULATION OF EXPECTED CREDIT
LOSSES

The impairment rules presanted in IFRS § apply to
financial assets at amortised cost, financial assets
at fair value through other comprehensive
income, as wall as committed loan offers, finan-
cial guarantess and other commitments. This
section provides descriptions of the processes
and methods epplied in the Handelsbanken
Group’s model-based calculations of provisions
for expected credit losses (ECL).

The calculation of expectad credit losses is
undertaken at agreemnent lavel, whersby the char-
acterlstics of the agreement and the counterparty
govemn the classification and quantification of the
provision requirement. The estimation is made
using either a model-based or manual calcula-
tion, with the choice of method mainly dependent
on whether the agreament is deemed to be credit
impaired.

For information pertaining to the recognition
and measurement of expacted credit iosses and
for definitions, refer to note 1, section 11, Credit
losses.

Madel-based calculati for agr t:

in Stage 1 and Stage 2

Handelsbanken's Group-wide, central process
for model-based calculations of expected credit
lossas incorporates a number of different pro-
cesses and methods which support the quantifi-
cation of the provision requirement in Stage 1 and
Stage 2.

The model-based calculations factor in histori-
cal, current and forward-looking data. Historical
data {orms the basis for the structure of the mode!
and parameters applied, current data comprises
the prevailing balances on the reporting date {as
included in the calculation requiremants) and for-
ward-locking data refers to the macroeconomic
scenarios usad to calculate future risk parameters
and exposures,

The models use the same historical risk data
as the IRB modets, meaning that the acoounting
of provisions and calculations of capital require-
mants ars based on the same basic loss history.
Similar to how the risk rating system affects capi-
tal adequacy calculations, the internal rating (from
which the risk rating derives) is a significant part of
the models for calculating expected credit losses.
The calculations are primarily affected by the risk
parameters known as 'probability of default’ (PD),
‘axposure at default’ (FAD) and ‘loss given
default’ LGD}. The expected credit Icss in a future
period is obtained by multiplying the present
value of the EAD by the PD and by the LGD. In
contrast to the calculation of credit losses in the
Capita! Requirements Regulation, which also
uses the risk parameters PD, EAD and LGD, the
estimation of expected cradit losses pursuant
to IFRS 8 is based on current forward-looking
assassments.

Macroeconomic information

The calcutations regarding modei-based 8s5855-
ments of significant increases in credit risk and
expected cradit losses are mada with the app-

cation of models for the respective risk parame-
ters (PD, EAD and LGD). In order to ensura that
tha calculations taka into account non-linear
aspects, three forward-looking macroeconomic
scenarios ars used in the models (one neutral,
ane negative and one positive). Each scenario
includes significant macroeconamic risk factors,
such as unemployment, GDP, property prices,
key rates and central bank rates and inflation, by
country. The significant macroeconomic risk fac-
tors have been identified from an assessment of
the Bank's historical data and the relation to the
sk parameters is estimated using the same his-
torical material. The various scenarios ane used
to adjust the risk parameters in question. Each
MACroeconomic scenano represents a probabil-
ity determined by the Bank. These probabilities
are currently set at 60 per cent for the neutral
scenario and 20 per cent for the positive and
negative scenarios. Expected credit losses are
racognised as a probability-weighted average of
the expected cradit losses for the respective
scenarios.

All of the macroeconomic scenarios have been
produced by the Bank's economic research unit,
which is responsible for all economic research
conductad by Handelsbanken, whether for inter-
nal or external use. Thase macroeconomic sce-
narios comprise region-specific, 30-year fore-
casts for Sweden, Norway, Finland, Denmark,
ths UK, the eurozona and the US, togsther with a
global forecast. A change in the macrosconomic
scenarnios, or in the probability weights applied,
effects both the assessment of significant
increases in credit risk and the estimated
expected cradit losses. The scenarios ar
updated on a quarterly basis by the Bank's
aconomic research unit and ara presented for
approval to the relevant decision-makers before
being appliad in tha ECL calculations.

Significant increase in credit risk

A significant increase in credit risk reflects the risk
of default and is a measurement by which the
agreement's relative change in credit risk since
initial recognition is measured. For calculating sig-
nificant increases in credit risks, the same under-
lying models are used at Handelsbanken as those
used for the calculation of expected credit losses,
with consideration given to histerical, current and
forward-iooking information. Collateral is not
taken into account in the assassment. At each
reporting date, the Group-wide, central, mod-
al-based process begins for all agreements with
an assessment of whether there has been a sig-
nificant increase in the credit risk since initial rec-
ognition {start date of the agreament). This
assassment then determines whether the
expecied credit loss Is assessed over a 12-month
horizon after the reporting date {Stage 1) or dur-
ing the agreement’s remaining lifetime {Stage 2).
Animportant aspect which affects the size of the
provision for credit losses is therefona which fac-
tors and thresholds are defined as triggers for the
transfer of assets from Stage 1to Stage 2. The
Bank’s definition of a significant increase in credit
risk, which is decisive in the transfer of agree-
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ments to Stage 2, is based on both qualitative
and guantitative factors. The quantitative indica-
tor which is primarily used to assess the change
in credit risk is the relative change, between the
instrurment’s initiat recognition and up to the most
recent reporting date, in the probability of default
{PD)} during the agreement’s remaining lifetime.

- - In cases where it has required an Unreasonable

expense or effort to establish the PDin conjunc-
tion with tha initial recognition of an instrument,
changes in the counterparty's or the agreement’s
imternal rating or risk rating since initial recognition
have been used 1o assess significant changa in
the cradit risk. For agreements racognised initially
on or aftar 1 January 2018, the forecasts regard-
ing the risk of default are based on three scenar-
ios. For agreements recognised befora 1 January
2018, the same criteria are applied, but using

a scenario based on the Bank's most racently
publishad economic research at the time of initial
recognition.

The primary criterion when assessing whether
an egreement is deemed to have incurred a sig-
nificant increasa in credit risk and is thus trans-
farred to Stage 2 is, as defined by Handels-
banken, that the estimated remaining probability
of default {PD} on the reporting date is greater
than a multiple of 2.5 times the comesponding
probability of defautt upon initial recogrnition. The
thresheld level of 2.5 is based on statisticat analy-
sis of the Bank’s historical data and compares the
increase in the remaining risk that the counter-
party will defauft with the comesponding esti-
mated risk upon the initial recognition of the
agreement. In addition, there ara other qualitative
factors which the Bank has assessed as entaiing
asignificant increase in credit risk, such as the
counterparty having payments that are more than
30 days overdue, or the counterparty having
been granted forbearance measures as the result
of a deteriorated credit rating.

¥ a significant increase in credit risk has arisen
since initial recognition, a provision is recognised
which comesponds to the expectad credit losses
for the entirety of the remaining lifetime and the
financial instrument is transferred to Staga 2. Tha
model is symmatrical, meaning that if the finan-
cial instrument's credit risk decreases and there
is therefore no lenger a significant increasa in
crediit fisk since initial recognition, the financial
asset is transforred back to Stage 1.

Models for risk par
lifetime

The risk parameters PD, LGD and EAD are calcu-
lated for every agreement and future point in time,
based on statistical modets. As far as possible,
these models are founded on relationships
between the significant risk factors and refevant
risk outcomes identifiabla in the Bank’s own loss
history. The majority of risk parameters which are
quantified ara based on approximately tan years
of intemal data. In cases where the Bank lacks
sufficient information due to, for example, too few
defauits, the data is complemented with external
information. The historical cutcomes are analysed
with regard to the covariation in agreement-spe-

s and expected
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cifie, counterparty-specific and region-specific

risk factors, such as product typs, intemal rating,

length of customer relationship, collaterat type,
loan-to-value ratio, unemployment and GDP
growth. The risk factors identified as significant
for a specific risk parameter are included in the
model and the historical correlation is quantified.

Probability of defauft {PD)

PD refers to the probability that a customer or
anagreemant will go into default at a given point
in time during the asset's remaining iifatime.
12-month PD rafers to the probability of default
during the coming 12-month peried. Lifstime
PD refers to the probability of default during

the asset’s remaining lifetime (up to a maximum
of 30 yaars). Tha future PDs are forecast on

the reporting date, using forward-locking mac-
roeconomic scenarios and current agreement
and counterparty information. The forecast risk
of dafault takaes inta account the development
of scenarios and the probability of migrations
between different states over time. The models
calcutate annual migration and default probabil-
ities, wheraby the rigration modef presents a
probability that the agreement will belong to a
particular state with a given risk of default in the
future. The agreement’s expected PD fora
givan year is calculated as the probabili-
ty-weighted PD over all conceivalble states and
scenarios. Expected PD for the remaining life-
time is based on tha annual expected defautt
forecasts and the probabiity that the agreement
will be subject to eary repayment. The degra-
dation of an economic cutlook based on fore-

Geographical breakdown of lending in Sweden

cast Macroetonomic risk factors for each scs-
nario, of an increase in the probabiity that the
negative scenario will be realised, resultsina
higher PD.

Exposure at default (EAD)

EAD refers to the expected credit exposure at
default. On the reporting date, future exposure at
default is forecast on the basis of current repay-
ment plans, tha probability of sarty repayment
and the expected utilisation of, for example, credit
facilities, financial guarantees and loan commit-
ments. EAD is forecast on an annual basis and
comprises the amount at which losses and
recoveries take place in conjunction with future
defaults.

Expected lifetime

An instrument's expected lifetime is relevant to
both tha assessment of significant increase in
credit risk, which takes into account changes in
PD during the expected remaining lifetime, and
the measurement of expected credit losses for
the asset's expacted remaining lifetime. The
expacted lifatima is considered when calculating
the remaining PD, by weighing the forecast
annual PD values during the agreement's con-
tractual duration against the probability that the
agreament will not be subject to early repayrnent
before defauiting.

The probability of the agreament being subject
to early repayment is based on statistical analysis
and on the Bank's intamal history for approxi-
mately the past ten years, and is includad as
component of the model for EAD. Potential risk
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factors in the form of agreement, counterparty
and macroeconomic risk factors have been
assessed in the analysis. Tha risk factors identi-
fied as sigrificant are included in tha model. In
several cases, no significant risk tactors for early
rapayment ara identified other then counterparty
type and rating. These risk factors are, however,
affected by forwand-tocking macrceconomic sce-
narigs, which means that early repayment is indi-
ractly dependent on forward-locking macroeca-
nomic scenarios.

For mortgage loans with an interest-rate fixing
period of three months or iess, a 30-year raturity
from the reporting date is applied, meaning that
the expacted iifetime is, in practice, defined by
the behaviour-based statistical model.

Loss given detault (LGD)

LGD reflects the financial loss which the Bank
expects to incur in the event of default. The most
important risk factors when calculating LGD are
the vaiue and type of collateral, and the charac-
teristics of the counterparty. Forward-looking
macroeconomic risk factors are reflectedin the
LGD calculations through their impact on the
value of collateral and the loan-to-value ratio.

The quantification of the loss is divided between a
probability that the counterparty recovers without
causing the Bank any financial loss, and a recov-
ery rate if the counterparty does not recover. Tha
recovery rate is affected by the loan-to-value
ratio, in that a higher loan-to-value ratio is associ-
ated with a lower recovery rate. The market value
of the collateral is included in the majority of LGD
madels. The collateral vatue of properties, and

Geographical breakdown of lending In Sweden

Stockholm Vistra G3taland Skine Other counties
Proportion of lending, % 2022 202 2022 202 2022 2021 2022 2021
Single-family housing B4 292 14.6 14,4 135 134 433 430
Housing co-operative apartments 892 e0.3 1.6 1.4 96 93 196 9.0
Private market 3.1 399 13.8 134 12.2 120 as1 347
Mutti-family dwelling 1.6 w2 18.5 18.5 15.5 136 64 /.7
Offices and commercial bulidings 284 278 19.7 14.8 11.5 118 404 455
Corporate market 30.9 320 17.2 161 14.5 132 73 0.7
Total 38.2 372 14.9 143 13.0 124 355 381
Loans to the public that are subject to impainment testing, geographical breakdown
Loans to the public Gross Provisions Net
Geographica! breakdown 2022
SEKm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 2
Sweden 1,336,149 39,394 1,124 57 -88 -44 1,376,478
Norway 124,903 2,292 80 5 -5 1 127,264
Finlang 60,572 1,457 65 4 -7 -10 62,073
Total 1,521,624 43,143 1,269 -66 -100 -55 1,565,815
Loans to the public Gross Provisions Net
Geographical breakdewn 2021
SEKm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3
Swadan 1,284,485 16,459 900 32 -43 -7 1,301,712
Norway 113,383 2,460 83 3 -4 2 115,827
Denmark 50,077 a0 o8 -13 -4 -1 50,427
Fintand 56,777 1,035 52 3 -4 9 57,849
Total 1,504,722 20,275 1,103 =51 -55 -79 1525915
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Loans to the public that are subject to impairment testing, broken down by sector and Industry

Loans to the public Gross Provislons Net
Broken down by sector and industry 2022
SEKm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3
Private individuais 983,960 33.882 1.156 33 -27 -4 1.018,897
Housing co-operative assodiations 262,000 855 11 -5 [+] £ 262,955
Property managemert 248,981 5583 52 -9 9 5 254 603
_ Manufacturing .- - - - 236 37 - -1 -1 - paal
Retad 687 62 ) ] -1 -1 7T
Hatel and restawrant 627 84 2 ] -1 -1 ™
Passanger and goods transport by saa. 7 1 - 4} 1] - 8
Other iransporl and commenication 485 46 - a -1 - 530
Construction 774 260 ] 2 -8 -1 1.028
Electricity, gas and water 1,102 n - 4] o - 1,113
Agricutture, hunting and foresiry 14,994 1,785 a -15 -49 1] 16,723
Otther senices 2723 280 2 -1 -2 0 3,002
companies, mutual funds, etc. 1,025 36 1 0 [} [} 1,062
Sovereigns and municipaities 3,405 36 - o] o - 3441
Other corporata lending 618 (5] 1 0 0 4 684
Total 1,521,624 43,143 1,269 68 -100 55 1,585 815
Loans to the public Gross Provislons Net
Broken down by sector and Industry 2021
SEKm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stzge 2
Private indiiduals 1.023.418 12,836 1010 -28 -22 81 1,037,151
Housing co-operative associations 245,091 512 L) -3 1} 7 225,604
Property management 208.618 5,099 50 8 -13 -7 213,739
Manufacturing 228 29 - [+ o] - 257
Ratal BO6 75 7 -3 -2 -1 884
Hotel and restaurant 503 254 a -1 -4 0 752
Passenger and goods Iransport by sea 9 3 0 o] - 12
Other transport and communication 510 35 [ -1 - 5ad
Construction 1,030 128 - -1 - 1,154
Electricity, gas and water 639 1 - 0 o - B840
Agricylturs, hunting and forestry 15,287 833 -] 8 -7 [} 18,119
Other senices 2,727 297 12 2 -5 -1 3,028
Halding conmpanies, investment companies and insurance
‘companies. mutuar funds, eic, 1035 58 4 - 0 -2 1,083
Scversigns and municioaities 4116 71 - 0 [ - 4,387
Ciher corporate lending 707 39 5 4] O Q 751
Total 1,504,722 20,275 1,103 =51 55 -7 1,525,915
Loans to the publlc that are subject to impairment testing, geographical breakdown by sector and industry
Loans to the public
Geographical breakdown by sector and industry 2022
SEKm Sweden Norway Finland Total
Private indriduals 906,825 93,350 18,722 1,018,897
Housing co-operative associations 204,732 27,852 30,971 262,955
Property managermnent 239,400 5574 9,530 254,603
Manufacturing 285 - 6 271
Ratai 697 69 1 7
Hotel and restaurant 700 15 ] 721
Passenger and goods transport by sea [:] - - 8
Cther transport and communication 309 14 17 530
Construction 964 53 1" 1.028
Elactricty, gas and water 78 - 335 1,113
Agricutture, hunting and forastry 16,635 88 - 16,723
Other gervices 2,561 178 263 3.002
Holding, nvestment, nsurance companies. mutual funds etc. 843 70 149 1,062
Soversigns and municipalties g14 B 2,527 3,441
Other corporate lending 658 1 25 684
Total loans to the public, before collactive provision 1,376,478 127,264 62,073 1,565,815
of which total provsions for expacted credit Josses (Stage 1-3) -188 -1 -21 -221
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Loans to the public
Geographical breskdown by sector and industry 2021
SEKm Sweden Norway Denmark Finland Total
Private individuals 881,775 86,858 49,837 18,681 1.007,151
Housing co-operalive essociations 165,280 24,850 - 25,474 245,604
Property management 200,280 3.801 304 9354 213,739
Manudacturing 249 . - ] 257
Retal ) i B 728 - - - 85 - R - Bt T 884
Holel and rastaurant 3% 4 [} 3 752
Passanper and goods transport by $ea 12 - . - 12
Other transport and communication 392 13 13 126 544
Construction 1,051 50 40 13 1,154
Eloctricity, gas and water 253 - 347 B4
Agricuiure, hunting and forestry 18,040 61 8 o 16,119
Other senices 2518 163 82 265 3.028
companies, mutual funds, etc. 860 (3] 28 124 1,093
Sovereigns anc municipaities 789 - 3398 4,187
Other corporate lending 710 1 18 22 751
Total sans to the public 1,301,712 115,827 50,427 57,849 1,525,913
of which tolal provisions for expecied credit losses (Stage -3} -132 -8 -28 -16 -185

thus tha loan-to-value ratio and the recovery rate,
is affected by the price trend for the property,
whareby an expected dacling in real estats velues
pushes up the loan-to-value ratio and the
expected loss given default,

Loan-to-value

Loan-to-value {LTV) is lending as & propartion of
the market value of tha collateral. The latest valu-
ation is mainty used as tha market value when

compiling the LTVs. Handalsbanken continuously
checks the market values for proparties: residen-
tial properties at least every three years and com-
mercial properties every year. Lending in Sweden,
which accounts for 88 per cent (85) of Stads-
hypotek’s total lending, extends to all parts of
Sweden, with a concentration in urban areas.
Categories of borrowers vary from individual
households to targe property companies. At year-
end, lending was divided as follows: single-family

housing, housing co-operative apartments and
owner-ocoupied apartments 64.5 per cent (66.3);
multi-family dwellings 26.9 per cent (25.9) and
offices and commercial property 8.6 per cent
(7.8). Lending to the largest customer category
comesponded to 0.71 per.cent {0.52) of the entire
portfafio. There were 40 (31) customers or cus-
tomer categories with loans of SEK 1 billion or
more.

Loan-to-value analysis, Sweden
31 December 2022 2021

Private Corporata Private Corporats
Loan-te-value ratlo market market Total market market Total
0-60 % 90.9 9.6 0B 9.0 943 948
61-75% 6.1 1.4 44 50 16 38
»75% 3.0 0.0 20 20 [+A] 14

of IFRS 9 models and
maodel-based calculations
Tha models and the risk parameters used in
these are validated on an annual basis, and
ensure that the model-based calculations
dermonstrate a good forecasting accuracy and
identify unexpected deviations between forecasts
and the most recent available outcomes. Valida-
tion takes place at several aggregation levels and
encompasses all significant risk parameters, as
well as the weighted estimated expected credit
losses at the individual end aggregate levels. The
validation is reported to the Chief Credit Officer,
the CRO and tha CFQ. The principles for the eval-
uation and validation of the models are deter-
minad by the Bank's Group Risk Control, and the
validation is carried out or reviewed by a party
independent of the mode! development process.

MANUAL CALCULATIONS FOR
AGREEMENTS IN STAGE 3

Assats in Stage 3 ane tested for impaiment at the
individual level using a manual calculation (with

the exception of a smalf porticlic of homogene-
ous claims which have a model-calculated provi-
sion in Stage 3). This testing is caried out on
aregular basis and in conjunction with every
reporting date by the local branch with business
responsibifity (unit with customer and credit
responsibility) and is decided by the regional
credit committee or central credit department.

Impatrmment testing Is camied out when there
are objective circumstances which indicate that
the counterparty will not be able to fulfilits con-
tractual obligations, according to the definition of
default. Such objective circumstances could be,
for example, late payment or non-payment, a
change in the internal rating, or if the bomower
anters bankruptcy.

Impainment testing invoives an estimation of
the future cash flows and the valua of the collat-
eral (including guaranteas). Consideration is nor-
mally given to at least two forward-looking sce-
narios for expected cash flows, based on the
counterparty's repayment capacity and the valus
of the collateral. The outcome of these scenarios

is probabiiity-weighted and discounted with the
loan’s original effective interest rata. The scenar-
ios used can {ake into account both macroeco-
nomic and agreement-specific factors, depend-
ing on what is deemed to affect the individual
counterparty’s repayment capacity and the valus
of the collateral. The assessment takes into
account the specific characteristics of the individ-
ual counterparty. An impairment loss is recog-
nised if the estimated recoverable amount is less
than the carying amount,

GOVERNANCE AND [NTERNAL CONTROLS
For calculating the expected credit iosses on
agreements in Stage 1 and Stage 2, Handels-
banken has a Group-wida, central process using
internally developed statistical models (mod-
el-based calculation). Manual caleutation is used
for agreements in Stage 3. The description below
primarily refers to the model-calculated provisions
for expacted crodit losses. This process is cov-
ered by a number of internal controls, which are
described below. The various stages of the pro-

STADSHYPOTEK | ANNUAL REPORT 2022 35

25.07.2024 kI 18:02

Brgnngysundregistrene

Side 43 av 98



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2022 for 991303995

NOTES

NOTE 2 Cent.

cass also entail different approvals and adop-
tions, creating a governance structure, which is
also described below.

Verification of input data in reports

On each reporting date, the information which
constitutes the basis for the calcutations of
expected credit losses is checked for comectness

" and completaness. This is carried out in the form

of automatic raconciliation of loaded data from
delivery sources. Furthermare, a reasonability
assessment is undertaken, whereby system bal-
ances are compared with the balances recorded
on the previous reporting date. The balances
which are ultimately used are then reconciled
against the volumes recorded in the general
ladger.

Models

Before a new quantitative model is included in the
overall modal system, it is subject to validation
and must ba approved for use by Handelsbank-
en's Chief Credit Officer. On lhe reporling date,
only this model system can be used for calcula-
tions, meaning that only approved models are
usable.

The quantitative models which form tha basis
for the calculations of expected credit losses
involve several assumptions and assessments.
Examples include the assumption that the quantl-
fiable aspects of relationships between macroe-
conomic nsk factors and risk parameters in his-
torical data are representative for future events,
and the assurnption that an agreement’s
expected fifetime can be based on historical
behavioural data. Furthermore, a selection of the
most significant macroeconomic risk factors
is made on the basis of tha macroeconomic risk
factors' explanatory power in retation to the leve!
of indivictual risk parameters. The selection of the
macroeccnomic risk factors and specification of
the modal are based cn achiaving a balance
between simplicity, demonstrative abiity and sta-
bility. Alt assumptions and discrationary decisions
are presented to the Bank's Chief Credit Officer
for approval.

Any expert-assessed calculations in mod-
el-calculated agreaments in Stage 1 and Stage 2
orin manualy calculated agreements in Stege 3
require the approval of Handelsbanken'’s Chief
Credit Officer before they are applied.

Macr fos
The macroeconomic scenarios are procuced by
the Bank’s economic research unit, based on
instructions issued by Handetsbanken's Chief
Credit Officer. These instructions specify the
desired macroeconomic risk factors, geographi-
cal angas to he included, and the number of sce-
narios and probability-waighting batween them.
Bafore every reporting date, the cumrent mac-
roeconomic scenarics are presented to Handels-
banken’s Chief Credit Officer and CFQ, who
approve the scenarios for use in the reporting
procass. The approved macroeconomic scenar-
ios are then autometically loaded into the report-
ing flow.

Size of the provisions

The total calculated provisions in Stage 1 and
Stage 2 require the approval of the Bank's Chief
Credit Officer, Estimated provisions in Stage 3 are
propased by the Handelsbankan branch with
business responsibility {unit with custorner and
credit responsibility} and are approved by either
a regional credit committee or central unit,
depending on the size of the provision. Cradit
provisions in Stage 3 which are approved at
regional level are reviewed or quality controlled
by a ceniral unit, in addition, Handelsbanken's
Group Risk Conttrol submits an independent
review on every reporting date of a selection of
the credit provisions in Stage 3 which are
approved centrally.

The role of the control functions
Handelsbanken's Group Risk Control determines
the validation prnciples and ensures that models
ara validated. An indapendent review is con-
ducted on every reporting date of a selection of
the craxdit provisions in Stage 3 which are
approved centrally. Handelsbanken's Group
Audit function reviews the estimations of
expected credit losses as part of its assignment
to independently examine internal governance
and control, and to evaluate the refiability of the
Group's financial reporting.

Credit losses

Cradit losses were SEK -83 million (4). The cradit
loss ratio was 0.00 per cent (0.00) of total lending.
Tha largest credit loss attributable to a single cus-
tomer or customer category was SEK 0.7 million
{1.0). Tha ten largest credit losses totalled

SEK 4.6 million (3.9). Credit losses are reported
innote 8 on page 42,

Repossessed property:
At 31 Decemnber 2022, thera was no repos-
sessed property ().

COUNTERPARTY RISK

Counterparty risk arises when Stadshypotek
has entered into derivative agreements, such

as forward rate contracts, swaps or options,
with a counterparty and there is a risk that this
counterparty will not be able to meet its obliga-
tions, Counterparty risk is regarded as a credit
risk where the market value of the contract
determings tha size of the exposure. Sinca
November 2013, all Stadshypotek's derivative
agreements are enterad into with Handels-
banken as the counterparty, which rmeans that
the parent company assumes this typs of cradit
risk. Some of the credit limits availabie in the par-
ent company are thus intended to cover any
counterparty fisks derived from Stadshypotek’s
transactions in derivativas. If Stadshypotek wera
again to enter into derivative agreemnesnts with an
external counterparty, these would be restricted
by means of credit limits established as part of
the standard credit procass at Handelsbanken
and assigned to Stadshypotek.
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MARKET RISK

Market risks originate from changes in price and
volatility on the financial markets and are divided
into interest rate risk, equity prica risk, forgign
exchange risk and commodity price risk. The
market risks affecting Stadshypotek are interest
rate risk and foreign exchange risk. Stadshypo-

- tek's Board decides on limits for interast rate risk

and foreign exchange risk.

Interest rate risk

At Stadshypotek, interest rate risk is measured
and fimits set as the absolute total of the changes
in fair value per curency in the case of instanta-
neous paralle! shifts of one percentage point for
all interest rates. This risk measure includas both
itams at market value and not at market value and
it is therefore not appropriate to assess the effects
on the balance sheet and income statement. The
risk measure includes items measured at market
valua and items not measured at markst value,
and is therefore not appropriate when assessing
the impact on the balance sheet and income
statement. Nor does it take into acoount Stad-
shypotek's opportunities to adapt to changed
interest rate levels.

Due to the concentration of the benchmark.
loans to a small number of final maturity dates, it
is not possitle to match maturities in a traditional
manner. Instead, the general method for achiev-
ing risk-neutral matching is based on the uss of
two different bonds to finance one lending trans-
action. Since one of the bonds has a shorter
maturity than the lending and the other a longer
maturity, the resuttant interest rate risks for the
two bomowing items balance each other out, so
that they are risk-neutral with respect to the fend-
ing. Stadshypotek uses interest rata swaps to
hedge against risks on its own balance sheet.
Long-term funding may be shortened using inter-
est rate swaps, so that the interest rate adjust-
ment period matches the short-term lending at
fixed and variable ratas. Stadshypotek's capped
rate loan offers borrowers insurance against
future interast rate increases. Thisis a five-year
loan where the interest rate on the loan goes
down when short-term interest rates fall, if the
short-term rata of interest increases, the borrower
naver has to pay more than a pre-determined
maximum rate of interest. This commitment is
hedged with interest rata options on terms core-
sponding to this lending. Since September 2019,
this product has been closed for new lending.

The equity capital is placed in landing with a
fixing period averaging 1.5 years (1.5). The dally
interest rate risk on equity capital must not devi-
ate from the risk mit specified by the Board.

Forelgn exchange risk

The foreign exchange risk arising on all short-term
funding in foreign currencies is eliminated by
matching curency swaps. Stadshypotek has
outstanding bonds issued in EUR and GBP under
the EMTCN programme, which wers converted
into Swedish kronor and Norwegian kroner using
cross-curmency interest rate swaps. The aim is
that tha business should not at any point be
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exposed to foreign excheange risk as the result of
funding in markets outsice Sweden. All ather refi-
nancing in tha foreign markets is raised through
Handealsbanken and is subsequently transferrad
to Stadshypotak in Swedish kronor.

LIQUIDITY RISK

Liquidity risk is the risk that Stadshypotei will not
be able to meet its payment obligations when
they fall dus without being affected by unaccapt-
able costs or losses. Stadshypotek's Board
decides on the limits for liquidity risk. Uquidity risk
is measured and limited by carrying out a gap
analysis of cash flows tor various maturities and
all currencies, and a gap analysis of groups of
cumencies. The liquidity deficit consists of the
amount by which estimated out-payments
exceed estimatad in-payments, and is restricted
by limits. To an increasing extent, loans witha
short interest fixing period and variable rate loans
have long-term funding in order to minimise the
liquidity risk. However, some of this lending is stift

The maturity structure of the funding is well-diver-
sified and adapted 5o that Handelsbanken's
liquidity at Group level is in balance.

Stadshypotek is coverad by an agreement
regarding liquidity support within the Handels-
banken Group. According to the agreement,
Handelsbanken holds a liquidity reserve for the
Handeisbanken Group as a whote and is thus
responsible for Stadshypotek fulfiling the liquidity
reserve requirement as stipulated in the Swedish
Financial Supervisory Authority's regulation FFFS
2010:7. The agreement also stipulates that the
parties, in accordance with Article 8 of CRR and
Chapter 6, Section 1 of FFFS 2014:12, are
required to provide each other with liquidity sup-
port as necessary.

Stadshypotek's liquidity situation is regularly
stress-tested. The stress tests focus on the
short-term effects in the case of certain assump-
tions of refevance to its operations, for example
disruptions in the market for covered bonds.
Group Risk Control conducts stress tests that

NOTES

Group, taking Stadshypotek's liquidity requira-
ments into consideration.

The maturity analysis shows cash flows for the
contracted payment commitments that are due
for payment at the latest within the stated time
intervals, including interest flows, Assats, liabilities
and interest flows are also shown thatmature in

‘the time intervals comesponding to the contrac-

tual maturity dates. Interest flows for lending are
matched in time with the liabilities that funded the
lending. Tha total cutstanding amount of these
commitments does not nacessarily represent
future tunding requirements.

For derivative instruments, cash fiows are
reported net for interest rate swaps and gross for
instruments where gross cash flows are paid o
received, Such as cross-curmency intorast rate
swaps. Loans to the public are reported as
maturng in the time interval over five years
rernaining {0 maturity. Repayments according to
plan during the current interest rate adjustment
period and fixed interest flows are reportad on

funded by issues in short-term debt instruments. focus on long-term disruptions for the entire their respective maturity dates.

Tha tables below show the interest rate fixing periods for Stadshypotek's assets and labifities

Interest rate fixing periods for ‘s assets and

31 Decamber 2022

SEKm Up to 3 mths 3-6 mths 6-12 mths 1-5 years >5 yrs Total
ASSETS

Loans 1o cradit institutions 8,328 7 864 - - 9,066
Loans 1o the public 846,524 94,443 130,032 471,962 22,854 1,565,815
Total assets 854,852 84,517 130,596 471,962 22,854 1,574,881
UABILITIES

Due to credit instiutions 468,529 51,233 161,525 156,024 5273 832,578
Iesued securities 78,808 58,019 - 453.087 81,085 670,999
Total Hablities 547,30 109,252 161,526 609,111 86,358 1,503,577
Off-betance sheet tefns, nominal amount -181,029 20,600 162,109 56,183 57,863
Differenca between assets and kabilities, including off-balance sheel items 126,492 5865 -20,829 24,960 7321 129,167
Interest rate fixing periods for St y "s azsots and

31 December 2021

SEKm Up to 3 mthe 3-8 mths 6-12 mths 1-5 yaars >5 yrs Total
ASSETS

Loans o cradit institutons 13,301 - - - - 13,50
Loans to the public 731,776 85,680 129,815 552,858 25,786 1,525,815
Yorsl 745077 85,680 129815 552,858 25,766 1,539,216
LIABILITIES

Oue to credit institutions 428,129 63,840 82,132 243,066 5.049 823,116
issued securities 70,345 22,123 66,251 401.566 92,322 652,607
Total 488,474 85,963 143,383 644,632 08,21 1,475,723
Off-balance sheet items, nominal amount 186,884 15,432 12,850 107,737 53,837 2872
Difference between assets and labiities, including off-batance sheet lams 58,718 15,149 -5,718 15,963 -18.648 66,465

STADSHYPOTEK | ANNUAL REPORT 2022 37

25.07.2024 Kkl 18:02

Brgnngysundregistrene

Side 45 av 98



Brgnngysundregistrene Arsregnskap regnskapséaret 2022 for 991303995

NOTES

NOTE 2 Cont.

Tha tables below show the maturities for Stadshypotek's assets and liabilities

Maturities for 2asets and fabdities

31 December 2022

SEKm tUp 10 3 mths 3-12 mths 1-5 years >5yrs Total

Logrs 16 credit institutions 9,066 - - - 9,066

Loans 1o the publc 12,562 38,047 121,205 1,394,001 1,565,815

Total assets 21,628 38,047 121,205 1,394,001 1,574,881
" Due to credit institutions B 150,672 191,152 472,021 18,833 832,578

Issued securities 24,808 79,349 492,909 73,833 670,996

Total liabitities 175.380 270,50 964,530 92,766 1,503,577

Derivatives

81 December 2022

SEKm Upto 3mths 3-12 mths 1-8 years. >5yrs Total

Total derivatives infiow 23,358 4817 67.762 39,867 135,804

Total derivatives outflow -21,311 8,208 74,636 -41461 145,701

Net 2,047 3,478 5,874 -1,5%4 -9,897

Maturities for assets and [iabilitias

31 December 2021

SEKm Up to 3 mths 3-12 mtha 1-5 ysars »5 yrs. Total

Loars to cradil institutions 13,301 - - - 13,301

Loans (a the public 10,314 24,533 75,207 1,415,881 1,525,915

Total 23,615 24,533 75,207 1,415,861 1,530.216

Dus to credn institutions 125,557 126,963 551,633 16,943 a3118

Issued securities 7.446 107.268 449,083 87.850 652.607

Total 133,003 2362711 1,000,616 104,833 1,475,723

Dorivatives

31 December 2021

SEKm Up to 3 mths  3-12mihs -5 years >5 yrs Total

Total derivatives inflow 255 23.435 55,380 22,988 102,058

TYotal cerivatives outfiow -110 -20.902 -55,184 24,002 101,188

Nst 145 2,533 198 -2,004 870

OPERATIONAL RISKS SENSITIVITY ANALYSIS per cent to 1.2 per cent. Based onthess

Operational risk is defined as the risk of loss due
to inadequate or failed intemal processes, human
amor, malfunctioning systems, or extarnal events.
The definition includes legal risk.

Most of Stadshypotek’s business is conducted
within the framework of a number of individual
outsourcing agreaments that the company has
with Handelshanken. Responsibility for the identi-
fication, management and control of operational
risk is an integrated part of managerial responsi-
bility at all levels of the operations. In accordance
with guidelines issued by the Chisf Executive, an
annual evaluation of operational risk is carried out
for the purposas of identifying operational risks
and quantifying the losses that may arisa. Risk
indicators - which were implementad in 2015 -
ana one method of identifying operational risks at
an early stage. Risk Control at Stadshypotek
reports operational risk to the Board and to
Handslsbanken's Group Risk Control on a quar-
terty basis. In addition, Risk Control carries out
an overall review of the company’s aperational
risks annually. The resuits of these neviews are
reportad to the Board and the manager responsi-
ble for operational risk at the parent company.

A calcuiation has been performed estohow a
change in the lending margin, the lending volume,
the investment yield on own funds, the credit loss
ratio and changes in market interest rates would
affect the operating profit, on the assumption that
everything else is unchanged. This is based on
the balance shest at the end of 2022.

Lending margin

In the case of an increase/decrease of the nomi-
nal lerding margin by 0.01 percentage points, net
interest incoma is positively/negatively aftected
by SEK 157 milion (148). However, changes in
interest rates only have a gradual impact ona
portfolic of fixed-interest loans. if the lending
margin changes, it will be a long time before the
fullimpact is seen on the average lending margin
in the fixed-interest portfolio.

Lending volume

To calculate the impact of an increasa or
decrease in lending volurme, an interval is speci-
fied, since loans which are added to or deducted
from the loan portfolio may have a different mar-
gin than the portfolio on average. The calculations
comprise interest rate margins ranging from 0.7
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assumptions, an increase or decrease of the
landing volume by one percentage point affects
net interast income positively/negativety by SEK
110-188 milion {(104-178).

Investment yield on own funds

Equity ia invested in fixed-term lending with an
average maturity of 1.5 years (1.5). In the case of
an increase or decreasa in the investment yield on
own funds of 0.10 percentage points, net interest
income is positively/negatively affected by SEK
58 miliion (58).

Market rate

Tha net interest income effect when market rates
changa is measured as the change innet interest
income over & twelva-month pesod in the case of
a general increase of market rates by one per-
centage point. This effect reflects the differences
in interest rate adjustment periods and the break-
down of volumes into assets, liabilities and deriv-
atives, bassd on the assumption that the size of
the balance sheet remains constant. The net
interest income effect at year-end was SEK 327
million {(582).
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NOTE 2 Cont.

Creditloss ratio

In the case of an increase/decrease of the credit
loss ratio by 0.01 percentage point, credit losses
are negatively/positively affected by SEK 157
million {(153).

ECONOMIC CAPITAL

Stadshypotek apphas a mode! for economic capi-
tal (EC), which is a vital component in planning to
ensura that Stadshypotek has sufficient capital

at all tmes in retation to all risks in tha company.

Economic capital is caloulated with a time
horizon of ona year and a confidencs level that
raflects an acceptabla level of risk and desired
rating, The Board has determined that the calcu-
lation of econamic capital must be made with a
99.97 per cent confidence leve!, which captures
an event which is extremely unfavourable for
Stadshypotek. EC is the diffarence between the
outcome in an average year with positive results
and the outcome at a 89.97 per cent confidence
level. Diversification effects between the different
risk glasses are taken into account when calculat-
ing EC. Since the risks are partly independent of
each othar, the capital requirement for all risks is
lower than the sum of the economic capital for
sach individual risk.

Thea capital and other financial resources which
form a buffer that can absorb negative outcomes
are called available financial rescurces (AFR). AFR
comprises Stadshypotek's equity, adjusted for
intangible asssts, but including tier 1 loans with
a supplement for perpetual subordinated koans,
and also the profitioss before tax for the next
twelve months.

Credit risk is calculated using simulated out-
comes of default for all Stadshypotek's counter-
parties and exposures. Markat nsks comprise
intarest rate risk in the business operations. The
non-financial risks comprise business risk and
operational risk, Business risk is related to unex-
pected variations in eamings which may arisa. For
axample, this may arise if demand or competition
changes unexpectedly, thus resulting in lower
volumes and squeezed margins.

The Board stipulatas that the AFR/EC ratio

_should be in excess of 120 per cent. All calcula-

¢ tions show that Stadshypotek is well capitalised

in relation 1o its total nisks.

CAPITAL PLANNING

Stadshypotek’s capital policy — most recently
adoptad by the Board in 2022 - states the guide-
lings for capital planning.

The capital requirement is a function of Stad-
shypotek’s risks, expected development, the reg-
ulations and target ratios, Stadshypotek's model
for economic capital and also of siress tests, The
capital planning is divided into short-term and
mid- to long-term foracasting. The part of capital
planning that comprises short-term foracasts up
10 two years ahead principally focuses on assess-
ing existing performance and the davelopment of
the capital requirement. This forecasting is neces-
sary to enable continual adaptation of the size

and composition of own funds. Capital planning
is performed through ongoing analysis of
changes in volume, risk and parformance, and
by monitoring events that may affect the capital
requirements and capital level. Short-term fore-
casting includes all sub-components that make
up Stadshypoteis own funds and, in addition to
the regulatory minimur requirements and buff-
ers, the capital requirement includes Piltar 2 of the
ragulations’s own funds and, in addition to the
regulatory minimum requirements and buffers,
the capital requirement includes a Pillar 2 require-
ment, the leverage ratio requirement and the
minimum requirement for own funds and eligible
lighilities {(MREL), The analysis is based on a cau-
tious basic scenario for how the existing eamings
capacity can cope with various changes in vol-
uma, which may affect the development of the
capital requirement and own funds, in order to
adapt the composition and size of own funds
when necessary.

The part of capital planning that comprises
mid- to long-term forecasts aims to ensurs com-
pliance with statutory capital requirements and
that Stadshypotek's AFA at all times covers by
agood margin all risks calculated according to
the aconomic capital model.

Tha objective is to forecast the expected per-
formance and judge whether Stadshypoiek's
resistance is satisfactory in various scenarios. The
planning period is at least five years. Various sce-
narios and stress tests are performed as part G
the forecasting work. A basic scenario forms the
toundation of the capital forecast. This scenario is
obtained from expected performance in the next
five years regarding profit, volurne growth and
financial assumptions such as credit losses and
performance on the fixed income markat, Tha
basic scenario is then compared to the outcomes
in a number of business cycle and crisis scenar-
ios. The stress scenarics have been established
following analysis of the historical links between
the impacts of various macroeconomic variables
on the financlal markets and have been selected
by using the scenarios expected to have the
greatest adverse impact on Stadshypotek. The
result of the intemal capitat adequacy assess-
ment is reported annualty to the Board.

STADSHYPOTEK'S TARGET RATIOS FOR
REGULATORY CAPITAL

The targets for Stadshypotek’s capitalisation ame
set annually by the Board. A comerstone of the
internal capital requirement assessment regard-
ing regulatory capital is the combination of stress
and scenario analyses concerning Stads-
hypotek’s situation, examined from both the long-
term and short-term perspective. The scenanos
used are based primarity on Stadshypotek’s inter-
nal risk tolerance and on requirements expressly
stipulated in regulations or issued by public
authorities. n addition to the intemal assassment
of the capital requirement, the Swedish Financia!
Supervisory Authority has communicated that the
target figuras of Swedish banks must not be

NOTES

lower than the total capitat requirement calcutated
by the Supervisory Authority, regardless of the
banks' intemal caloulations. Stadshypotek has
taken this into consideration when setting the tar-
get ratios for its requiatory capital. The Boardhas
decided that common equity tier 1 capital, tier 1
capital and the total capital mtio under normal cir-
cumstances should be at least cne perceritage
point higher than the overall capital requirement
announced by the Swedish Financial Supervisory
Aurthority. Furthermoere, the Board has estab-
lished that the leveraga ratio must, under normal
circumstances, axceed the capital requirament
communicated by the Swedish Financial Supervi-
sory Authority by at least 0.1 percentage points.
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NOTES

NOTE 3 Netinterest income

NOTE 5 Net gains/losses on

financial transactions
SEKm 2022 2021
%m«nm&uwmmmimm SEK m 2022 2021
mi
Loans to the public 26,897 20.758 N:;’:;;’;: Z ;:
Loens to cradil instilutions 318 215 of whictsissund sacusitiss s o8
Total intorast income 27,218 20,871
Faif value through profit or loss, mandatory including
_..Intorest expenses - - foreign exchange effacts 1 2

Due to cradi institutions 8,511 2,578 Tracling, dervatives, foreign exchange effects, efc. ' 2
Issued securities 5217 3568  Hedge accounting 73 -22
Derlvative instruments? -508 828 of which net/gains bsses, k¥ value hecges 71 22
Other interest expansas 0 4] of which ingifective portion of cash flow hedges -2 0
Total interast expenses 12,234 5,316 Total -12 83

of which inferest expenses acoording to the effective

mmp:a nlersss on deriatives lhrough -12,234 .s216  Loans at amortised cost refers to early redemption charges for loans and
Net interest income 14,979 15,655  receivables which have been repaid ahead of time. Issued securitios refers

' Nat interes! income from derivative instruments retated to Stadshypotek’a funding may have both
a positive and a negathe impaci on Interes! expenses,

During the year, the avarage interast rate on loans to the public was 1.72 per
cent (1.40). During the year, the average funding rate {due to credit institu-
tions and issued securities) was 0.77 per cent (0.43). The interestincome

is entirely attributabla to assats recognised at amortised cost. Total interest
axpenses on liabilities recognised at amortised cost for 2022 werg SEK
11,728 million (B, 144).

NOTE 4 Net fee and commission income

SEKm 2022 2021
Fee and commissicn income

Loans and daposis 10 10
Other 3 3
Total tes and comminslon income 13 12

Fos and commission expanses

Securities 52 41
Othet [+ 0
Total fea and commission expenses -52 41
Not fee and commissicn income -38 -28
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to realised prica differences when repurchasing bonds. The profitAoss item
‘Net gains/losses, fair value hedges® includes the nst resutt of unrealised and
reafised changes in the fair value of financial assats which are subiect to
hedge accounting. Interest income and interest expenses for hedging instru-
ments are recegnised under net interest income. Changes in the value of
hedging instruments in cash flow hedges which excead the changes in the
value of hedged future cash flows ara recognised under ‘ineffective portion
of cash flow hedges’.

NOTE 6 staft costs

SEXm 2022 2021
Salaries and fees -42 -49
Social security costs -13 -18
Pension costs 21 36

of which special payrolf tax -4 -7
Provision 10 profit-gharing scheme -1 -2
Other staff costs 1 3
Total staff costs -78 -100

The average number of employees in the company during the year was 44
(87). Of these employees, 37 per cent (40) were women and 63 per cant (60)
were men.

Stadshypotek has pension cbligations under the BTP2 agreement which
are guaranteed through insurance with Pensionskassan SHB, férsakrings-
férening {pension fund).

These obligations are reported according to the IAS 19 rules for defined
benefit plans, wheraby the company under common control shares the risks
related to the pension obligations, since the pension fund’s assets are not
allocated among the employers who have insurance with the pension fund.
According to these nules, Stadshypotek reports the insurance charges
which ara debited for the period as an expense.

The pension fund does not debit charges calculated on the basis of the
IAS 19 definition of defined benafit net expense for pensions, The charges
are debited in accordance with the rules in tha statutes for the pension fund
with the purpose of debiting charges corresponding to an expense for pen-
sion banefits accrued during the period. The nues do not take into account
actuarial gains and losses which have occurmed. Nor do they takeinto
account fluctuations in real retum, Fees to the pension fund for 2023 are
expected to amount to SEK 11 million.

The pension fund's obligations totalled SEK 6,138 million at 31 December
2022 (7,281), based on prudent assumptions, where the discount rate has
been set in accordance with the principles in FFFS 2008:23 (Regulations
goveming insurance campanies’ choice of interest rate for calculation of
technical provisions). The fair value of the pension fund’s assets was
SEK 15,221 million at 31 December 2022 (17,085). The breakdown of the
pension fund’s assets is shown in the table on the next page.
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NOTE 6 Cont.

Pensiongkassan’s (pensien fund) plan assets

SEKm 2022 2021
Shares and fund shases on an active market 8,742 10,720
Unistad shareg end fund ghares 716 566
inferest-bearing sacurilies ksted on an active markst 4894 5378
Unfisted interest-bearing securities 0 o]
Other plan assats 869 422
Total  _ - -1 - isanf - 7ees

Further infarmation about the defined benefit pension plan ¢an be found in
note G8 of the 2022 Annual Report for Handelsbanken.

EMPLOYEE BENEFITS

Stadshypotek takes a long-term view of is staff's employment. Remunera-
tion must be on market terms, so that Stadshypotek is able 1o attract, retain
and develop skifled staff, and ensure good management succession. Stad-
shypotek genarally has a iow risk tolerance, which is also reflected in its atti-
tude towards remuneration. Fixad remuneration consists primarily of a basic
salary, customary employee benefits and pension. Thara are na exceptions
to this principle of a fixed salary, although termination benefits may be paid.
Salaries are set locally and are based on salary-setting factors known in
advance: ths nature and level of difficulty of the work, competencies, perfor-
mance and results achieved, leadership, the markst, and the employseas a
cultural ambassador for the Handelsbanken Group. The independent control
functions monitor and analysa the remuneration system, and report material
risks and deficiencies to the Board.

Total remuneration is defined as that which Stadshypotek pays directly or
indirectly to an employee as part of their employment, such as cash salary,
other cash remuneration, customary salary benefits, cormpany Gar and pen-
sion provisions. As of 1 March 2020, all new employees and employses
younger than 25 years of age accrue pension in a defined contribution plan.
Persons employed befora 1 March 2020 are not affected and remain cov-
ered by the defined benefit pension plan. The Board decides on the laval of
remuneration paid to individuals in Stadshypotek’s exacutive management
and control functions who are employees of Stadshypotek.

NOTES

Remuneration policy

The principles for Stadshypotek’s system of remuneration are estabiished
in a remuneraticn policy decided by the Beard. The Board of Stadshypotek
has a designated member who is involved in the preparation of supporting
documentation considered by the Board whaen daciding levels of ramuner-
ation. Stadshypetek's remuneration policy is reviewed annually or when-
ever necessary. Stadshypotek’s remuneration policy is based on a risk
analysis produced by the risk control function at Stadshypotek; which is
independent of the business operations. Risk Control and Compliance
must identify, monitor, analyse and report on matarial risks associated
with the remuneration policy.

TERMS AND REMUNERATION OF EXECUTIVE OFFICERS

For the Chiet Executive, remuneration is paid in the form of a fixed salary.
customary salary benefits and pension provisions. Decisions regarding the
remuneration paid to the Chief Executive are taken by Stadshypotek's
Board.

The Chief Executive received a fixed salary and remuneration amounting
to SEK 2.7 million, including benefits of SEK 0.1 million, during 2022.

There are no agreements invohing termination benefits for the Chief
Executive. The Chief Executive has a defined benefit pension under the
BTP agreement with a retirement age of 65. The pension is fully eamed by
the age of retirement. If the employment is terminated before reaching the
retirement age, a paid-up policy is disbursed covering the retirement pen-
sion amount already accrued.

Board member Michael Bartorp received a fee of SEK 285 thousand
{285). No fees were paid to other members of the Board. The year's pen-
sion cost for the Chief Executive totalled SEK 1.0 million (0.8). For other
members of the comparny's management team, remuneration is paid in
the form of a fixed salary, customary salary benefits and a pansion provision
in accordance with the tenms of the applicable collective agreement, the
occupational pension plan for the Swadish banks (BTP2). The year's
pension cost for other members of the company's management taam was
SEK 4.4 million (2.3).

Al the end of 2022, loans o exscutive cfficers at Stadshypotek weare
as follows:

SEK m

2022 2021

To the Chief Exacutive and other executive officars in the company's sanior managemaent feam
To othar Board Chial A

The loans concemed were granted to 16 (12) individuals and ali were secured by pledged collateral. Stadshypotek's interest income for loans to the
above-mentioned categories totals SEK 1.0 million {0.8). Executive officers who are employed by Stadshypatek are subject to the sama credit terms as other
empioyaes. Tha discount on tha interest rate for credits is determined on the basis of the government bomowing rate set annually by the Swedish Tax Author-
ity, plus one percertage point. The discount on the interest rate is taxed in connection with monthly salary payments ard constitutes a basis for employer's
contributions for Stadshypotek. Interest payable on credits exceeding SEK 2.5 million is determined by applying normal commercial terms. All credits are

subject to the customary credit assessment.

Gender balance, number 2022 201

Men Women Man ‘Women
The Board 2 4 2
Exacutive officers 4 3 3 3

' Empioyses of Stadshypatek. In edd:tion, three paople sre empioyed by Hande'sberken.

Remuneration to other maembers of the company’s senior
management and to risk-takers

Fixed salary and other benefits to other members of the company’s manage-
ment team, including risk-takers, totalled SEK 7.8 million (6.2).
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NOTES

NOTE 7 Other administrative expenses SEKm 2022 2021
Modei-based provision in Stage 1 and Stage 2
SEKm 2022 2021 Update of macroeconomic assumptions -29 6
Cost of promises 4 .7 Transfer of exposures i exposed Mdustries
Extormal IT a7 92 hunsza.gelHaSlagezl A -2 1
L s Change in risk of defaul in inciuded portioio
Communication ! k -1 (net rating changes) 5 5
Travel and marketing 1 10 Enect of changsd exposurs (existing, new and temingted
Purchasad sarvices' -1,661 -1,545 axposures) 4 -]
Other oosts _ 77F - 55 Other - - - ol - 14
Total -1.822 -1,810 Total model-based provision in Stage + and Stage 2 -50 4
of which expensss for gperating leases -5 -7 E t-basad provision
Expert-basad provision -61 -25
' Purchased services mainly comgrise munerabon 10 Handeisbenken for services ordensd by Stad-
stypotek and performed by the branch operations. Purchased senvices also inchude remunerztion b Chango In expert-based calculation -38 -2
Hangeistanken b IT srices troered by Stadshynolek, &s wal s fuding services,
Total axpactad credit loases in Stage 1 and Stage 2 -88 2

[e” future: leass chargas,
broken down by maturity
SEKm 2022 20

-5
-21
&

Within 1 year
Balween 1 and 5 yr3
Over 5yrs

8la 8 a

Total -30

Operating leases are mainly related to agreements that are normal for the
operations regarding rental expenses.

Remuneration to auditors and audit companies

SEKm 2022 2021
Emst & Young AB, audit assignment 08 20
Emst & Younqg AB, audit activities in addition

to the audit assignment -0.1 €3
P Scopers AB, audit assig -15
PricewatarhousaCoopers AB, audt acthvities in addiion

10 the audit assignment 0.2 -
PricewaterhouseCoopers AB, other -0.2 -
Total -2.8 -23

NOTE 8 cCreditlosses

SEKm 2022 2021
Expectad credit losses on balance sheat items
The year's provision Stage 3 -8 -7
Raversal of Stage 3 provisiona to Stage 1 or Stape 2 3 5
Total expacted credit logses in Stage 3 -5 -2
Tha year's net provision Stage 2 -49 B
The yoar's net provision Stage 1 -37 3
Total expectsd credit losses in Stage 1 and Stage 2 -85 2
Total expected cradit iosses on balance sheet iterns - [}
Expectsd credit losses on off-balancs sheet tems
The year's nef provision Stage 3 -
The year's nat provision Stage 2 0 0
The year's net provision Stage 1 0 0
Total expacted credit losses on ofi-balance gheat items "] 1]
Write-offs
Actual credi losses for the year' -7 -17
Utilised share of previous provisions in Stage 3 13 11
Total writs-ofts -4 -8
Recoveries 32 10
Net cradit ossas £3 4
of which loans to the publc -£3 4

1 Of the ysar's actual cracit kasses, SEK -17m (-12) is subject to enforcement activilies.
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The provision requirement for exposures in Stage 1 and Stage 2 has
increased during 2022. This is mainly due to updated values for the forward-
looking macroaconomic risk factors, whereby GDP has decreased, while
inflation and interest rates have increased compared to the forecast at the
previous year-end. The selection of macroeconomic risk factors is
unchanged. The probability weighting for a negative/meutral/positive sce-
nario is 209%/60%/20% (15%/70%/15%). In addition, a number of factors
have combined to contribute to a slight further increasa to the provision
requirernent during the year.

During the period 2020-2021, the Bank applied an expert-based provi-
sion based on risks relating to the Covid- 18 pandemic which were not
deemed to be fully considered in the Bank's risk models. This provision was
reversed during the year, given that the remaining effects the pandemic
could stilt have on the repayment capacity of the Bank's customersis
deemed 1o be reflectad in the individual provision level in line with the Bank's
internal risk classification.

During the year, the Bank applied an expert-based provision based on
elevated credit risks ralating to uncartainty factors which wera not deemed
to be fully considered in the Bank's risk models. These uncertainty factors
are primarily associated with the instability of the operating environment,
indluding the war in Ukraine, which created extensiva supply chaln disnup-
tions, shortages of input goods and energy. and the availability of labour
within certain sectors, Given the challenges, at the end of the year, in
assessing how the uncertainty factors noted above affect the credit risk at
individual company tevel, together with uncartainty surrounding how these
factors will develop, the Bank has therefore applied an expert-based stress
to sectors at risk of extra sensitivity to supply and access disruptions. This
stress has been applied in addition to the model-based calculations, and
resufted in an additional provision requirement of SEK 61m.

The impairment testing process for agreements in Stage 3 has not been
changed, and the customary procedure with individual assessment has
continyed.
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NOTES

NOTE 8 Cont.
Kay figures, credit losses
Loans to the public, SEK m 2022 201
Credit loss ratio, acc., % 0.00 0.00
Total reserve ratio, % (] [«10]
Reserva ralio Stage 1, % 0.00 0.00
Resarve ratio Stage 2, % 0.28 0.28
Reserve ratio Stage 3, % 4.86 7.02
Pergentage of loans in Stags 3 - B 0.07 g7
Batance shest and off-baiance sheat items that are Gross Provigions
subjoct to impalrmant testing 2022
SEKm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3
Balance shest ltems
Loans lo credit institutions 9,066 . - - - -
Loans 10 the public 1,521,624 43,143 1.269 -66 -100 -55
Total 1,530,690 43,143 1,268 -6 -100 -55
Off-baiance sheet items
Contingent fabiities 3 o 0

of which guarantee commitments - - - -

of which obéigations 3 [ - 0 0 -
Total 1,530,693 43,143 1,269 66 100 -58
Iterns on and off the balance sheet that are aublect to Gross Provisions
impaimment testing 2021
SEKm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3
Balence sheet items
Loans o cradit institutions 13,301 - - - -
Loans 1o the public 1.504,722 20,275 1,103 -51 -55 -79
Total 1,518,023 20,275 1,103 =51 -55 -19
Ofi-balanca shaet ltems
Contingent fablities 4 1] o -

of which gusreniee commitments - - - -

of which obiigations 4 o o 0
Total 1,518,027 0275 1,103 Eal -55 -79
CHANGE ANALYSIS
Change in the provision for expected credit losses, loans to the public
31 December 2022
SEKm Stage 1 Stage 2 Stage 3 Total
Provision at beginning of yoar =51 -55 =79 -185
Derecognised assets 16 10 16 42
Wite-ofts o [} 14 14
Ramaasuraments due 1o changes in cradit risk. -85 ) 2 -£0
Changes due (0 updzata in lhe methodology for estimation 0 [} ] 1]
Foreign exchangs effect, elc. -1 [+ 0 1
Purchased o originated assats -10 2 o 12
Transfer 1 Stage 1 -3 6 ] 3
Transler 1o Stage 2 19 -68 o] -49
Trangter o Stage 3 19 12 -4 27
Provision at end of year -66 -100 -55 -2
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NOTES

NOTES Cont.

31 December 2021

Change in the provision for expacted credit lasses, loans to the public

The change analysis shows the net effect on the
provisiort for the stage in question for each
explanatory itern during the period. The transfer
rows present the effect on the provision for the
stated stage of transfers between stages, as well
as between collective and individual assessment
within the same stage. The amounts stated in the
transfer rows and for ‘Purchased or originated

The provision for expected credit lossas regarding ofl-balance shest items was SEK 0 million in 2022 (0).
The provision for expected credit lasses regarding balance sheet items, with the exception of loans to the public, was SEK 0 million in 2022 {0).

calculated for the stated stage at the end of the
pericd. The affects of other explanatory itemns on
the provision are presented in the stage applying
at the start of the period. ‘Changes due to update
in the methodology for estimation’ demonstrates
the effect on the provision of changes in the mod-
els and parameters applied to calculate the
expected cradit loss for the stated stage. Where

SEKm Stage 1 Stage 2 Stage 3 Tatal
Provision at beginning of ysar -£5 -54 90 -199
Derecognised assels 8 12 8 26
Wile-offs ¢ 0 1 n
Remeasuremants due to changes in credit risk -6 -4 2 -18
‘Changes due to updale in the mathodology for estimation _ 0. -0 o - [ -
— -Foreign exchiange effect, ele. ) ' -1 0 o -4
Purchased o¢ erginated assets -7 -2 -1 -10
Transter to Stage 1 -2 8 1] 4
Transfer to Stage 2 10 -26 o] -16
Transler 1o Stage 3 14 13 -9 18
Provision at end of year -51 =55 -79 -185

future updates in the methodology which are
lnown at the reparting dats. In 2020, the asti-
mated provision ameount was adjusted dus to
planned updates to the methodology for estima-
tion. These adjustments are recognised together
with other adjustments under ‘Remeasurament
dus to change in credit risk’. The explanatory
itemns are identified at customer leval by lender
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assets’ demnonstrate the expected credit loss applicable, the provision emount is adjusted for and country.

Change In gross votumes, balance sheet items that ere

subject to impaimment testing

2022

SEKm Stage 1 Stage 2 Stage 3 Total
Volume at beginning of year 1,518,023 20,275 1103 1,539,401
Deracognised assets -132,747 -3,048 303 -136,098
Writa-cffs -1 -2 -13 -16
Remeasurement dus to changed credit risk 45,563 -23,943 -28 21,5583
Changas due to update in the methodology for estimation 0 0 0 0
Foreign exchangs effact, otc. 7877 167 5 7,849
Purchased or onginaled assels 13719 5137 46 142,374
Transter to Stage 1 15,847 -15823 -24 0
Trarster to Slage 2 -60.531 60,703 -172 o
Transfer to Stage 3 -332 -323 655 0
Volurne at ond of year 1,530,690 43,143 1,269 1,575,102
Change in gross volumas, balance sheat [tams that zre

subject to Impairment testing

2021

SEKm Stage 1 Staga 2 Stage 3 Total
Volume at beginning of year 1,435,145 18,684 705 1,454,534
Derecognised assels 81,669 2,288 -208 -84,160
Write-offs 2 % -10 13
Remeasurement due to changed credit risk 32,922 -399 -22 32,501
Changes due to updale in the methodology for estimation [ 0 o] (1]
Foreign exchange eflect. atc. B.813 225 2 8,040
Purchased or orginated assats 126,360 1128 1 127,499
Transfer to Stage 1 15.025 -15,004 21 0
Transfer to Stage 2 -18.23 18,328 90 0
Transfer to Stage 3 -333 401 734 0
Yolurne at end of year 1,518,023 20,275 1,108 1,539,401
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Change In gross voiumes, loans to the public that are
subject to impainment testing
2022
SEKm Stage 1 Stage 2 Stage 3 Total
Vohume &t beginning of year 1,504,722 20,275 1,108 1,526,100
Deracogrised assats 131,069 3,048 303 134,420
Write-cffs -1 -2 -13 -16
Romenasurement due 1o changed crecit fisk  ~ 48,168 23,943 -28 24,193
Changes due 1o update in the methodalogy for estimation 1] 0 0 a
Foreign exchange effect, etc. 7,638 167 5 7.808
Purchesed or oniginated assels 137.188 5137 48 142,371
Transter i Stage 1 15,847 -15,823 24 Q
Transfer to Stage 2 -60.531 60,703 -172 a
Transter 10 Stage 3 -332 -323 655 Q
Volume at and of year 1,521,624 43,143 1,269 1,566,036
Change in gross volumes, ioans to the public that are
subject to tmpairment testing
200
SEKm Stage 1 Stage 2 Stage 2 Total
Voluma at baginning of year 1420138 18,684 705 1,439,527
Derecognised assets 80,628 2,284 -208 -83,118
Wiite-offs -1 -1 -12 =14
Rameasurement dug to changed credit risk 33,585 -307 -2 33,177
Changes due 10 update in the methodokogy lor estimation o [} 4] [
Foraign exchange effact, etc. 8,802 225 2 9,028
Purchased o criginated assats 126,360 1,128 1 127,499
Transfer fo Stage 1 15,025 15,004 -21 [+
Transfer to Stage 2 -18.238 18,325 -89 0
Transfer io Stage 3 -333 -401 734 0
Volume at and of year 1,504,722 20275 1,103 1,526,100
Changa in gross volume, ofi-balance sheet items that
are sublect to impairment tasting
2022
SEKm Stage 1 Stage 2 Stage 3 Total
Volume at beginning of year 4 [ B 4
Deracognised 253ets 4 - -4
Write-offs - - -
Remeasurament dud 1o changed Cradit risk 2 o - 2
Changes due (0 updats in the methadology for estimation - - -
Foreign axchange effect, eic. 0 0 - 0
Purchased or originated 2ssats 1 - 1
Transfer to Stage 1 0 o 0
Transfer to Staga 2 - -
Transfer 1o Stage 3 . - .
Volume at end of ysar 3 0 - 3
Change in gross volums, oH-balance sheet items that
are subjsct to impairmant testing
2021
SEKm Stage 1 Stage 2 Stage 3 Tatal
Volume st beginning of year [ - - 8
Derecognised assets -2 -2
Write-offs - -
Rameasurament due to changed credit risk -3 [ - -3
GChangas due to update in the mathodology for astimation - . .
Foreign sxchange effect, eic. 0 [+] - 0
Purchased or originated assets 3 - - k]
Transter to Stage 1 0 (] 0
Trarsfer to Slaga 2 -
Transler fo Stage 3 - - -
Volume &t end of year 4 [ - 4
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NOTES

NOTE 8 Cont.

SENSITIVITY ANALYSIS 2022

The calculation of expected credit losses applies
forward-looking information in the form of macro-
economic scenarios. The expected credit loss is
a probability-weighted average of the calculated

forecasts over three scenarics. The forecast in the
neutral scenariois assigned a weighting of 80 per

cent (70}, whils an uptum in the economy is

assigned a weighting of 20 percent(15)and a
downturn in the economy a weighting of 20 per

cent {15). These have formed the basis for the
calculation of expected credit losses in Stage
and Stage 2 as at 31 December 2022.

- . -Macroaconomic risk factors Minimum Average Maximum
2022 Negative Neurtral Positive Negative Noutral Positive Negative Neutral Positive
GDP growth
Sweden -3.55 025 ais -0.50 130 2.50 2.00 2.80 2.20
UK -3.80 020 390 -1.30 0.80 3.40 120 230 310
Norway -2.38 030 245 0.67 125 1.80 347 275 1.50
Fnland -3.25 057 224 020 0.98 159 2.30 248 1.28
Eurozone -3.59 -0.03 185 054 152 1.30 1.96 ao2 1.00
USA -2.87 .26 265 018 129 200 2.68 239 1.70
Unemployment index
Swadan :X:14 10.00 980 .70 .10 7.90 710 7.6 7.30
UK 593 6.39 620 533 489 470 473 360 3.80
Norway 3.25 4.15 435 2.08 225 245 147 .3 185
Fintand 817 880 B8.40 7.00 6.90 6.50 6.40 598 590
Eurozons .60 8.0 9.30 7.43 7.50 7.40 6.83 6.56 680
UsA 5.16 6.49 530 399 459 4.40 339 365 3.80
Key mts
Swecen 1.54 Q75 1.00 275 225 225 325 3.00 3.00
UK 3.25 225 3.25 4.00 4,00 375 450 475 4.50
Norway 1.75 1.00 1.00 325 3.00 275 375 375 3.50
Fintand 1.05 025 0.25 225 175 1.25 275 250 200
Eurozone 1.05 025 025 225 1.75 125 275 250 200
usa 320 1.88 170 463 3.88 320 513 463 395
Property price index,
commercial properties
Sweden -15.54 -B.66 -0.74 -8.50 -6.44 0.58 -3.52 1.73 0.52
UK -18.72 -6.11 3.34 -13.83 -1.23 21 -8.93 13 080
Norway -11.19 -8.80 -2.42 -6.96 -1.14 -1.90 -3.00 0.61 -2.74
Fintanc: -12.43 6.53 0.70 -587 -1.00 118 -2.57 052 0.04
Eurozone -11.84 -3.67 0.85 -7.39 086 1.65 401 257 086
Usa -10.34 -4.41 -1.54
Property price index,
resldential propertiss
Swaden -22.37 1.77 1.89 -13.51 175 185 878 219 392
UK -10.00 0.07 1.08 -3.20 120 235 5.00 24 274
Norway -3.53 -1.04 239 -0.95 033 1.83 205 526 3n
Finland -4.07 082 1.16 -1.02 192 212 075 280 2.80
Eurozong 295 235 20 2.40 200 2.00 210 1.70 2.03

ge b of g of
2022 in negative scenarloc  p in posltive
Total 9.65 613
Sweden 10.52 +£.53
Norway 572 488
Firdand 611 -4,12

-
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The table below shows the percentage increase/decrease in the provision for expected credit losses in Staga 1 and Stage 2 as at 31 December 2022, which
arises if a probability of 100% is assigned to the negativa and positive scenarios, respectively.
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SENSITIVITY ANALYSIS 2021 caloulated forecasts over three scenarios, The The following table presents the maximum, ]
The calculation of expected credit kosses pursu- foracast in the normal scenario (Base casé) is minimurn and average anmual forecasts for some
ant {0 [FRS 9 applies forward-lcoking information  assigned a weighting of 70 par cant, while the of the central risk factors by home market and
in the form of macroeconomic scenarios. The two alternative scenarios, reflecting an upturn scenario for the naxt five yaars.
expectad cradit loss is a probability-weighted and downtumn in the economy, are assigned a
average of the weighting of 15 and 15 per cent respectively.
Macroeconamic sk factons - Minirmym - : " Average Maxinum [
2021 Nogative Noutral Positive Negative Neutral Positive Nogative Neutra! Posttive
GDP growth b
Sweden 438 055 1.06 438 385 2.06 438 8.85 356
UK 6.70 019 0.38 6.70 5.20 1.30 6.70 7.81 2.78
Norway 392 -0.28 0.06 382 385 1.06 302 586 255
Denmark 418 -1.65 072 418 284 1.72 418 585 322
Findand 351 1389 0.80 351 3.00 1.80 351 6.01 3.30
Euwrozone 5.18 0,00 091 518 439 191 518 7.44 3.41
USA 5.52 004 157 552 422 257 5.52 7.66 47
Uinemplayment index [
Swaden 881 9.88 10.41 81 7.56 7.6 8.81 6.58 6.35
UK 480 684 8.40 4.80 4.50 <80 480 3.34 3.0
Norway 313 452 533 313 230 223 313 1.90 1.93
Denmark 510 852 7.46 5.10 219 408 510 3.42 3.36
Finiand 7.78 8.24 9.80 7.78 7.00 8.50 778 594 570
Ewozone 7.87 10,24 10,80 7.87 7.70 7.50 787 683 6.90
usa 5.46 6.72 7.05 5.48 4,08 355 546 341 2.95
Kay rate
Swaden 0.00 0.00 000 0.00 000 0.00 0.00 025 050
UK 010 6.10 0.10 030 050 050 c.10 075 1.00
Norway 0.50 c.00 000 0.50 1.25 1.50 0.50 1.75 200
Denmark 0.05 0.05 005 0.05 005 0.05 0.05 0.05 030
Finland 0.00 0.00 000 0.00 0.00 0.00 0.00 0.00 025
Eurozone 0.00 0.00 0.00 000 000 0.00 0.00 0.00 0.25
USA 13 013 013 0.13 013 063 0.13 038 113
Property price Index,
commercial proparties
Swedan 1,14 -12.68 697 11.14 8.10 6.30 1114 16.99 15,62
UK 12.43 -9.85 -5.04 12.43 o7t 074 12.43 586 1.14
Norway 2.52 -13.68 853 252 407 Q.11 2,52 802 638
Denmark 6.28 -9.70 655 6.28 469 262 6.28 9.28 881
Frland 6.04 -12.68 -5.35 6.04 7.62 565 6.04 12.81 13.62
Eurazone 071 -14.26 682 0.7 425 302 0.71 674 10.48
UsA 5.52 422 257 -2.88 136 -4.48 652 422 257
Property price index,
residential properties
Sweden 17.27 498 0.83 17.27 501 173 w27 M.n 215
UK 1204 -8.25 .70 1294 4.03 3.00 12.94 8.36 5.40
Norway 747 -5.30 444 987 2.99 1.28 12.a7 835 262
Denmark 10.84 -3.40 044 13.00 357 1.54 147 870 315
Finland 091 018 0.29 142 3.50 250 am 3.80 163
Euwrozone 4.42 358 285 356 283 2.40 835 214 210

Effect on the provision in Stage 1 and Stage 2 of the alternative scenarics, as a percentage of the weighted provision.

gs i of of
2021 p In neg arl in positive
Totat 17.60 -8.52
Sweden 19.65 -0.62
Norway 13.27 810
Denmark 16.13 -7.34
Finland 1297 -5.36
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The tabla below shows how the provision in
Stage 1 and Stage 2 is affected if the threshold
applied for tha ratio betwean the residual credit
risk calculated at the time of reporting and the
datae of initial racognition was set 0.5 points lower
or higher than the applied threshold of 2.5.

A radugtion of 0.5 to the threshol!d value would
increasa tha number of loans transferred from
Stage 1 to Stage 2 and would also entait an
increasa in the provision for expectad credit
losses. A reduction of 0.5 to the threshold value
would have the opposite sffect. The company

uses both quantitative and qualitative indicators
{0 assess significant increases in credit risk.
Further information is provided in note 2 under
the heading "Credit risk”.

- 022 2021

Threshold value Changas in total provision for Stagse 1 and Stags 2 Thresheld value Changs in total provision for Stage 1 and Stage 2

2 1.85% 2 5.11%

25 0.00% 25 0.00%

3 -1.38% 3 -3.56%
Credit exposure by PD intervals

Balance sheet items
broken down by PD intervala Gross volume
PD valus Stage 1 Stage 2 Stage 3
00010 <0.15 1,358,650 22,252 -
0.1510 <0.25 15,479 1,401 -
0.2510 <0.50 147,111 5,603 -
0.5010 <0.76 1,711 761 -
07510 <2.50 4,239 2210
25010 <10.00 3,330 9,653 -
10.00 1o <100 170 L183 -
100 (dafauhs) - - 1,269
Total 1,530,690 43,043 1,268
Loars to the public,

breakdown by PD intervals Gross volumne

PO value Stage 1 Stage 2 Stage 3
0.0010 <015 1,350,538 22,254 -
0.95 to <0.25 15,392 1,401
0.25 to <0.50 146,208 5,602 -
0.50 t0 <0.75 1,702 7w

0.75 10 <2.5¢ 4215 2,208 -
2.5010 <10.00 3312 9,664

10.00to <100 168 1,163 -
100 (defaults) - - 1,268
Total 1,521 624 43,043 1,269
Off-balance shest items broken

down by PO intervals Gross volume

PD valua Stage 1 Stage 2 Stage 3
0.0010 <0.15 3 1]

0.1510 <0.25 o [}

0.25 10 <0.50 <] 4] -
0.5010 <0.75 o] Q

0.76 10 <2.50 o ] -
25016 <10.00 0 o

10.00 10 <100 0 i -
100 (cetauns) - - [+
Total 3 0 0
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NOTES
NOTE 9 Taxes NOTE 10 Loans to credit institutions
Deferrad tax essats SEKm 2022 2021
SEKm 2022 2021
Loans in Kronor
Hedging instrumants 996 © Banks 2,631 9,221
Other 0 3 Tom
Total 996 73
Loans in foreign cummency
Banks 5,435 1,080
Deferrad tax liabilities
- SKm 2022 202y Tt
Total loans to credit institutions 8,066 13,301
Loans to the public 115 . . . .
Hodging instruments _ 251 of which accrued interest income 2 -
Total 115 25
Net deferred tax llabilties B8 178 Average volumes
SEXKm 2022 2021
Loans to cradit institutions in Swedish kronar 5279 5,704
2022 Recognised Loans 10 craddt Institutions in foreign currency 8,012 4129
Changa in Recognised In,cther Total 11,291 9,833
deferrad taxes Opening inlncome  comprehen- Clesing
balance statement  sive income balance
Loans 10 the pubbc - 109 6 ns
Hedgng instruments 2 - e =5 NOTE 11 Loans to the public
Other -73 73 - o
Total 178 182 -1,241 -881
SEKm 2022 poral
2021 R ined Loans in Swedish kronar
Change In Recognised in,other Housahoid 49,428 621,445
Oefermed taxes Opening inincome  comprehen- Closing Corporate 427,240 380,399
balance staternant vk income DAY Tots! 1,376,668 1,301,844
Hedging instruments 708 - -457 251 Loans In foreign cummency
Other . 73 - I3 112,611 156,208
Total 708 ~13 457 178 Corporate 76,757 68,048
Total 189,368 224,258
Provision for expectad cradit kbsses -221 -185
Tax expenses recognised
In the Total loans to the public 1,565,815 1,525,915
SEKm 2022 2021 of which sccrued infarest income L 2,568 1,190
Current tax
Tax expense for the year -2,.68¢ -2.712 Average volumes
Agjustment of tax reiating to prior years 16 g3 SEKm 2022 2
Deferred tax Loans to the pubhc in Swedish kronor 1,335,484 1,269.048
Changes in temporary differences -182 73 Loana to tha pubkc in foreign curency 226 682 212814
Total -2,850 -2, 722 Total 1,565,176 1,481,962
Tax e 20.6% 20.6%
Tax calculated on the profit for the year, bafors tax 25655 ~2.594
Difierence -195 -28
The cifference is cue 10 the 1ax effect for the toowing
items
Various non-decuctible sxpenses -1 1
Different lax rates in other countries -0 -17
Adjustment of tax relating to prior years 16 -83
Other -180 73
Total -195 -28
NOTE 12 Shares and participating interests in Group companies
Shares and I In Group
and associated companies
SEKm 2022 2021
Shares in Group companies 0 0
Camying amount, SEK '000
RNumber of Qwnership
Group companies Corporate identity no. Domicile shares share, % 2022 2021
Svenska Inteclnings Garant| AB Sigab 558432-7285 Stockholm 1,000 100 100 100
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NOTES
NOTE 13 Derivative instruments
Nominal amount/maturity Nominal amount Positive murket values Negative markat values
Upto 31 Dec 31 Dec 31 Dec 31 Doc 31 Dec &1 Dac
SEKm 1 year 1-Sysars Over 5 ysars 2022 2021 2022 2001 2022 2021
Dertvatives for {air value hedges
interest rale-related contracls
Options 23 a1 - 364 1,061 7 1 - .
- - Swaps i - T108,603° “a.770 152373 74867 4 570 11,684 818
Total 323 108,644 43,770 152,737 76,028 1 57 11,684 a8
Derivativas for cash flow hedges
Interest rate-related contracts
Swaps 58,518 55,006 12,414 125,938 162,642 146 3,680 4,176 83
Currency-related contracts
Swaps 20,560 48,183 35.311 104,024 92,686 7,784 2,962 234 1,527
Total 79,070 103,159 47,725 229,963 258,228 7,930 6,652 4410 1,810
Total derivatives 79,402 211,802 91,485 382,700 332,256 7.841 7.223 16,084 2428
of which OTC dervatives not seltied
by CCP 79,402 211,863 91,495 382,700 332,256 7,941 7223 16,094 2,428
Currency breakdown of markst Pogitive market values Negative market values
values
31 Dec 31 Dec 31 Dec 31 Dec
2022 2021 2022 200
SEK -62,260 -44,340 6,721 25,422
usb - 11,483 - -
R 89,348 32,151 2,143 44,745
GEP 8,225 7,948 - -
NOK 27,372 - 11,516 21,752
Tota? 7801 1223 16,004 2428
Derivativa contracts are reported gross on the balance sheet and in the notes. Stadshypotsi AB (publ) only has derivative transactions with its parent
company, Svenska Handslsbanken AB {publ). No derivatives are subject to offsatting.
HEDGE ACCOUNTING
The table shows derivatives acting as hedging instruments for interest rate risk and foreign exchange risk in cash flow hedges at the respective year-end.
Risk category and type
of hedge accounting
31 December 2022
SEKm Up to 1 year 1=5 yaars Ovor 5 yoars.
‘CASH FLOW HEDGE
Interest rate risk
Interest rate swaps pay fixed interest and receve vasiable interes!
Nominal amount 17,000 750
Average foed interes rate, % 0.19 1.63
Interest rate swaps receve fixed Interest and pey variable interas:
Nomingl amount 41,519 54,256 12,414
Average fixed interes! rale, % 112 089 163
Forgign exchenge risk
Interest rate swaps pay variabie nterest in SEK and receive variable inlerest in foreign currencies
Curmency-refated derivatives EUF/SEX
Nominal amount, SEK 12,891 A28 12,052
Average exchange rate af time of acquistion SEK/EUR 9.490 10.248 10,778
Foreign exchange derivatives, USDYSEK
Nominal emount, SEK - -
Average exchange rate at time of acquistion SEKAISD -
Gurrency-retatect derdvatives GBP/SEK
Nominal emount, SEK 7669 -
Average exchange rate & ime of acquisition SEK/GEP 11.025 - -
Foreign exchange derivatives, EUR/NOK
Neminal amount, SEK - 16,024 23,259
Average exchange rate at time of acquisition NOKEUR - 9.855 10,387
50 STADSHYPOTEK | ANNUAL REPORT 2022
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NOTES

The table shows derivatives acting as hedging instruments for interest rate risk and foreign exchange risk in cash flow hedges at the respective year-end.

Risk category nd type of hedge accounting

31 December 2021
SEKm Up to 1 year 1-6 years Ovar § yoars
CASH FLLOW HEDGE
Interest rate gk
Interesi rate swaps pay fixed interest and receive variable interest
- — HNomind amount o - - 3.000 Tt 17.750 -
Averpge fixad interest rate, % 020 025 -
Interest rate swaps receive fixed infarest and pay variabie interest
Nominal amount A5 02,002 12,325
Average fixed interest rate, % 2.68 1.02 1.96
Forelgn exchange risk
Interest rate swaps pay variable interest in SEK and receive varizble interest in loreign cumencies
Curency-related dervatives EURVSEK
HNominal amount, SEK 8761 43,748 1.028
Averaga exchanga rate at time of acquisition SEK/EUR £.328 10.050 10.305
Foreign exchange derivatives, USD/SEK
Nominal amount, SEK 11,208 -
Average exchange rata at time of ecquisition SEKASSD g.868 - -
Currency-reizted garvatives GBP/SEK
Nominal amount, SEX - 7.553 -
Average exchange rala at tima of acquisition SEK/GEP . 11.025 -
Foreign exchanga derivatives, EUR/MNOK
Nominal amount, SEK - - 20,958
Average exchange rate at time of acquisition NOK/EUR - - 10.422
The table shows amounts attributable to hedging instruments, and to ineffectiveness in hedge accounting at the respective year-end.
Risk category and type Change in
of hedge accounting the value
Balance Ghange  of hedging Ineflec- Reciassi- Income
sheet item in falr  Instruments tivennss income fied from  statement
Nominal Carrying amount In which value used to s the hadge  (tema which
amount hedging instruments ahadging calculate in- in,other com- inthe  items which reservato  include the
31 December 2022 hadging is income include  the Income rectassi-
SEK m Instruments Assets Liabillties inghuded for 2022 incoma fication
CASH FLOW HEDGE
Interest rate risk
Interes! rate swaps pay fxed Net gains/loss-
interest and recehe vananke &s on financial
interesl . 17,750 146 - Dexivatives 163 163 - transactions -
Nat gains/
Nat gaing/loss- losses on
Interest rate Swaps receive foed s on financlal financial
nteres! and pay varizble interes! 108,189 0 4,176  Derivatives -6,524 -6,521 -3 transactions -116  transactions
Forsign exchange risk
Neat gains/loss-
Cusrency-related derivaiives -5 on financial
SEKEUR 57.072 4,858 - Derivatives 252 252 - transactions -
Nat gaina/loss-
Cumency-related dedvatives 5 on financial
SEKASD - . - Derivatives ] € - transactions -
Net gaing/loss-
Currency-related derivatives s on financiaf
SEK/GBP 7.669 1027 - Dervaiives 18 18 - transactions -
Net gains/ioss-
Foreign exchange derivatives, 63 on financial
EURNOK 39.283 1,808 234 Derivatives 148 147 1 transactions. -
Total 229,963 7,930 4410 -5,937 -5,935 -2 -116
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The table shows amounts attributable to hedging instruments, and to ineffectiveness in hedge accounting at the respective year-end.

Risk category and type Changs in the
of hedge accounting Batance valus of hedg- Income Reclassi- Incoma
sheet item in falr ing Instruments statement fied from statement
Nominal Garrying amount in which valuo used to recognised ltems which the hedge ltems which
emount hedging Instryments e hedging calculate in- in other include reserveto  include the
31 December 2021 hedging — . is o ineffective-  the Income mclassi-
SEKm instruments Assels Uabifities included for 2021 income nexs  statement fication
CASH FLOW HEDGE - - - - - - — - - - — — -
Interest rate risk
Interesi rate swaps pey fhed Net gains/loss -
interest and receive vasiable &3 on financial
interest 20,750 1 9 Derivatives 94 B4 iransactions
Nat gaing/
Nat gains/loss- I0sses on
Interast rate swaps receive fixad &3 on financial financial
interest and pay varisbla interest 141,792 3,689 4 Dedvatives 2,32 2,332 \ransastions 116 transactions
Fareign exchangs risk
Net geins/loss-
Currency-retated dervalives €3 on financial
SEKEUR §3.967 1,957 569  Derivatves 158 158 ransactions -
Net gaina/losa-
Curmency-related derivatives es on financial
SEKASD 14,208 247 - Dervatives 3 3 rensactions -
Nat gaina/ioss-
Gurrency-relatad dervatives #3 on financial
SEK/GBP 7553 758 - Derivatives -8 -8 transactions -
Ne! géins/loss-
Foreign exchange dervatives, &3 on financial
EURNOK 20,959 - 938 Dermatives -15 -15 transactions -
Total 258,228 8,652 1,610 -2,100 -2,100 118
The tabies show hedged items at the respective year-end.
Rigk category and type
of hedge accounting
Change in fair value Of which amounts remaining

31 Decembar 2022 usad to calculate in the hedge raserve from hedges where
SEKm Ineffectiveness Hedge reserva hadgs accounting la no longer applisd.
CASH FLOW HEDGE
Intorest rato risk
Issved variabla-interest securities 6,521 -4,944 554
Variabie-interest loans 1o the putic -163 115 -
Foreign sxchange risk
Issued securities At fxed interest rats in EUR -262 -129 -
Issuad securities at vesiabie interest rate n GBP -18 -2 -
5060 securities at fied ntarest rate N USD L] - -
tssued securities at fixed interast rate in NOK -147 126 -
Total 5,935 4,834 554
Risk category and type
of hodge accounting

Change In falr value Of which amounts remaining
31 Decermber 2021 used to calculats in the hedga rataerve from hedges where
SEK m neflectiveness Hadge reserva hedge accounting ts no longsr applisd,
CASH FLOW HEDGE
interest cate risk
Issued securities at fixed interest rate 2,332 1,691 6569
Loans 10 the public &t fxed interast rate -94 -47 -
Foreign exchange risk
kssued securities at fixad interest rate in EUR -158 -380 -
Issued secuities &t variable Dierest rate in GBP [:] -20 -
lasued securities at fixed interest rate in USD -3 6 -
Issued pecurities at fxed interest rate in NOK 15 21 -
Total 2,100 1.7 6680
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NOTES
NOTE13 Coni.
The tabla shows derivatives acting as hedging instrument for interest rate risk in fair value hedges at the respective year-end.
Risk category and typa
of hedge sccounting
31 December 2022
SEKm Up to 1 year 1-5 yoars Over 5 yoars
Fair vatue hedges
interest rate risk - -
Interest rate swaps receive fixed interest and pay variable interest
Normanal amount . 108,809 43770
Average fixed irterest rzte, % - 1.63 0.83
Risk category and type
of hadge accounting
31 December 2021
SEKm Up to 1 ysar 1-5 years Over 5 years
Fair valus hadges
interest rate risk
Interest rate swaps recaive fixed interest and pay variable interes!
Nominal gmount - 33,455 41,812
Average fixed interest rate, % - 025 638
The table shows amounts attributable to hedging instruments, and to ineffactiveness in hedge accounting at the respective year-end.
Risk category and type Carrying amount
of hedge accounting hadging [nstruments Balance sheet Change in
Itern in which Change in falr valueof  Ineffoctiveness income
Nominal a hadging value used to g in in Itama
31 December 2022 amount hedging instrument calcutats ineffec- the income theincome  which include
m Instruments Assats Linkilitias is Included tivanass for 2022 i
FAIR VALUE HEDGES
Interest rato risk
Inerest rale swaps receive Net gains/osses
fixad inferest and pay on firgncial
variable nterast 152,373 4 11,684 Dervatives 13,484 11,423 71 fransactions
Total 152,373 4 11,684 11,494 11,423 -n
FAIR VALUE PORTFOLIO
HEDGES
Interest rate rish
Net
on financial
Interest rata options {cap) 354 7 - Derivatives 9 -9 [¢] iransactions
Tota) 364 7 - 9 -5 0
Rigk category &nd type Carrying amount Change in
of hadge accounting hedging instuments. Balance ehaeet valus of
itominwhich  Changeinfair  hadging instry-  Insflectiveness Income
Nominal a hedging value used to ments 0 In itams
g‘a&m 2021 amount hedging Instrument calculate inetfec- in ather compra- the income which include
m instruments Assats Liabllities Is included tiveness for 2021 henslve income statement  ineffectivensss
FAIF VALUE HEDGES
Interast rate rigk
Interest rate Sweps raceive Net gainatosses
fixed interest and pay on firancial
variable inferast 74,967 570 818 Derivatives -1,568 1.546 -22 {ransaciions
Total 74,957 570 812 -1,588 1,548 -22
FAIR VALUE PORTFOLIO
HEDGES
Interest rata risk
Net gainsAosses.
on financial
Interest rate options (cap) 1,061 1 - Derivativas a8 -8 o] transactions.
Total 1.061 1 - a -8 Q
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|

NOTES

NOTE13 Cont.

Tha below tablas show hedged items at the respective ysar-end.

Risk category end type A falr value
of hedge eccounting inchuded in the carrying amount of Accumulatod
Carrying amount hadged item the hedged item amount of
adjustments to
fair value hadges.
remaining on the
balance sheet Balance sheet
for hedged items. tem
T - - - Balence sheet  Change in value which ara no in which
ttem In which the used to caiculate longer adjusted the accrued
31 Decerriber 2022 hedged temia  ineffectiveness for changes In amournt is
SEKm Assets Liabillties Assets Liabllities included for 2021 talr value Included
FAIR VALUE HEDGES
Interest rate risk_. 139,462 - -12,428  Issued securities 11,423 19 issued securities
Total 139,462 - 12428 1,423 19
FAIR VALUE
PORTFOLIOQ HEDGES
Interes! rate risk 382 Loans o the public
Value change of
ingrest-hecged
itemn in portiolio
Interest rate risk 8 -6 hedge K] - -
Total 346 - -5 - -9 - -
Rigk category and type A falr value
of hedge accounting included in tha carying amount of Accumulated
Carrying amount hedged item the hedged item amount of
adjustmants to
fair value hadges
ramaining on the
batance sheot Balance shoot
for hedged items temn
Balance sheet Change In vaiue which are no in which
Itern in which the used to calculate  longer adjusted the accruad
31 December 2021 hedged item Is  lneffectiveness for changes in amount is
SEKm Assets Llabllities Assets Llabilities included for 2020 12ir value Included
FAIR VALUE HEDGES
interest ratg rigk - 76,420 -1,118 Bsued sacurities 1.546 33 lasuvad securties
Total 76,420 - 1,118 1548 n
FAIR VALUE
PORTFOLIO HEDGES
Interest rale risk 1,008 Loans i the public
Vahue change of
interest-hadged
item in porifolic
Interest rate risk 4 - 4 - hadge 8 -
Total 1092 - 4 - -a - -
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NOTES
NOTE 14 offsetting of financial NOTE 16 Property and equipment
instruments
Equipment
SEKm 2022 w2 Sk 022 27
ot to — cwdaomx'sma:bg?.rw\go:yw 3 3
ter natting and similar agr Gost of additional acquisition for {he yeer 0 0
Gross amount 7,941 7223  Disposak and relvements - -
Amounts sot off i . Costof acquisition 2t end of year 3 a
_ . Canying amount on the balance shest - -- 7,841 7223 - - - o o - _——
A iation and impairment :
Refated emourts not offast on the balance sheet et bogining of year 2 @
. i Disposals and retirements - -
Financial instrurnents, netling arangements -16,094 -2.428 B . for the year fng 10 plen ° 0 -
Total amounts not sat off on the balance sheet -18,084 -2,428 m 1 for the year . .
Net amount -8,153 4705 A and fossas at -3 3
and of year
Financial subject to Carrying amourt 0 0
master netting arangements and similir agreements
Gross amount -16,004 -2,428
Amouits st off . . Thacost of acquisition for tangible non-current assets depreciated in fullin
Garrying amount on the balance sheat 16,004 2428 2022 totalled SEK 3 milicn (3).
Related amounts not offset on the balance sheet
Firancal instruments, setling arangements 7,841 12 NOTE 17 Other assets
Total amounts nct set off on the balance sheet 7.941 1223
Net amount -8,153 4,795 SEKm 2022 2021

B N . Claims on lnvestment bani tlement:
The above infarmation raters to reported financial instruments that are cov- o king sa s

ered by legally binding netting agreements. All financial instruments that are ;x:ms ‘ocehabln 3:: 1?2
subject to netting agreements have been entered into with the parent com- Toml e PyTY
pany Svenska Handelsbanken AB (pub) as the counterparty. No derivatives
ars subject to offsetting. S
NOTE 15 Intangible assets NOTE 18 Prepaid expenses and
9 accrued income

Internally developad software
SEKm 2022 021 SEKm 2022 2021
Cost of acquisition &t begining of year 154 151 Accrusd incoma 65 52
Cost of acquisition of addilional intangible assets 30 3 Prepaid expenses i 3
Disposals and rétirements -3 - Total 66 55
Cost of acquisition at end of year 181 154
at bagning of year -57 30
Oispesals and retrements 3 -
Amoriisation for the year sccording {0 plan 27 27
Impairment for the year - -

i end losses at -81 57
and of year
Cantying amount 100 a7
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NOTES

NOTE 19 Due to credit institutions

NOTE 21 other liabilities

SEKm 2022 2021 SEKm 2022 2021
Due In Swedish kronor Liablities on investment banking settlements. - -
Banis 706,179 667,256 Group contributions provided 10,000 11,000
Total 706,179 687,356  Olher 92 69
Due In forelgn currancy Total 10,082 11,089
Banks 126,390 155,760 ) i
Tow = = ’ - - 126398] 155760 o
Total due to credit institutions 832,578 823,116 NOTE 22 Accruefd GXpe.nses
ot aterast 2083 a0 and deferred income
2021
n SEKm 2022
SEK m 2022 2021 Accrued expenses 14 ]
Due 10 credit institutions in Swedish kronor 688,251 849,008  Defered ncome 6 B
Due {0 Crecit infitutions in foreign currency 166,179 164,705  Total 30 22
Total 852,430 804,511
NOTE 23 Pledged assets and commitments
NOTE 20 1ssued securities
Assets pledged for own debt
SEKm 2022 2021
2022 2021
- po— Liquid funds depostted a1 banks 100 5,000
Garrying Norrinal Carrying omi .
SeKm 1 i amount of which plodged for covered bonds 100 5,000
N Loans 1o the public’ 728,682 682,211
Bends of which pledged for covered bonds 728,662 692,211
Bonds In Swedish kranar 544,204 544,428 511,128 497,623 28762 T
Bonds in forsign currency 126,705 133,262 141,479 140,835
Total 870,999 677,690 852,607 638,758 1 The cover pool comprises koana egeinst marigages in singie-family housing, Mutti-iamily dwalings
X B and hausing co-opemtive anariments with a loan-to-valus ratia of up to 75% of the merket vaius,
of which scced interast 3 wal 83 pubic credits plus addtone! colateral n the form of cash huncis depasited &t banks. A
epenses 3,430 3.424 seperate gpocificalion is kept of the essets and the coversd bonds, and 240 derivalives retatng 10
thase. In the eveni of ihe company’s insolvency, pursuant to the Swedish Right of Priority Act, the
hoiders of Stadshypatek's covered bonds have prior rights 10 1he essets registered &8 coltataral, If,
atiha time of & bankruplcy dadision, the assets in tha cover podl AFT) the e of the Act, thase
Shange annlysis 22 - st nstend be kgt seperate from the bankrupicy S3ias’s Clher e338ts and EEbIbes. n s avert,
m y e Pigkckens of thes BONKS MUSE recaive coRtMCtuAl payments Lindar the: tanms of the bond for tha
Issued securities at baglnning of year 652,607 622,083 pariod untl matety.
tssued 147,639 167,150
Repurchased -41,633 S5
Matured -86,288 75769 SEKm 2022 2021
Fareign exchange effacts, eic. -1,328 728 Grodn " 1002 T 302
Issued securities at end of year 670,808 852,807 Repurchase agreement 4916 B.O77
Issuad interest rate options, nominal vale 351 1,007
A . Future leass payments 33 30
verage voluimes
SEXm 2022 o To 7.202 10,418
Swedish kronor 534,038 487,439
Foreign currency 130,267 142,835
Total 664,305 630,274
TFor it of bonds, $68 page 85,
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NOTE 24 Related party disclosures

Relatad parties — claims and liabilities

SEK m 2022 200
Loans 1o credil instiutions. 9,066 13,301
Desivalive instraments 7941 1223
Other asssts B4 80
Total 17,081 20,604
Due 10 cradil institutions — 632,578 823,116
Issued securities 29,088 14,003
Darivative instruments 16,094 2,428
Other kabiities 10,055 11,040
Total 887,825 850,587
Commitments 4918 8,077
Derivatives, nominal amounts 382,700 332,256
Related parties - ncome and expenses

SEKm 2022 2021
Interest income 314 218
Intersst wperses r2n 1,783
Fee and commission income 3 3
Fee and COMMIssion expenses -8 -10
Other income 5 6
Other adminsrative expanses 1,825 1,721
Total 8,782 3,269

! interest experses om derivative instruments reieted to Siadshypotek's unaing may have both 8
posiive and a negative impac on infarest income and nteres! axpanses.

NOTES

The business operations of Stadshypotek are highly decentralised. The
basic principle is that organisation and working rnethods are datermined
by Handelsbanken's branches, which are rasponsible for all the business
of individual customers. One consequence of this approach is that Stads-
hypotek's lending operations are nun via Handelsbanken's Swadish branch
operations and the lending operations in Stadshypotek’s branchas in
Norway, Denmark and Finland are run via Handelsbanken's branch opera-
tions in the respective countries. Stadshypotsk’s funding needs are man-
aged by Handelsbanken's Treasury Department. The senices performed
by Handslsbanken on behalf of Stadshypotek are regulated in outsourcing
agreements between the parties.

Most of the inter-company transactions are thus with the parent com-
pany, Handelsbanken, The services purchased by Stadshypotek from the
parent company, which ars included in other administrative expenses, con-
sist primarily of sales compensation, IT services and the treasury function.
Stadshypotek's branches outside Sweden make payments to Handels-
banken’s branches in the respective countries for senvices rendered by them
on behalf of Stadshypotek. In addition, inter-company transactions consist
of funding from the parent company, derivative transactions and tending to
the parent company.

Pension pramiums paid to Pensionskassan SHB Forsékringsférening are
reported in note 6. Nota 6 also contains information about inans granted to
axacutiva officers as well as disclosuras relating to the tenms and conditions
of executive officers and other remuneration.

All amounts stated in the tables abowe refer to transactions with the
parant compary.
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——m
NOTES
NOTE 25 segment reporting
Segment reporting should reflect how the company's management monitors the business operations, which in the case of Stadshypotek corresponds
to the geographical organisational structure,
For definitions of key figures, see pages 86 and 87.

Incoma statement 2022
SEKm™ ~ - 3 ) ) Sweden Norway Denmark Finland Eliminations Stadshypotek AB -
Nat interest income 13.058 852 512 557 - 14,979
Net fee arvd cormmission income -47 4] - 8 . -39
Nat gains/osses on fingncial lrensactions 8 -1 - 1 - -12
(Othar incoms 40 - 1,180 - - 1,190
Total Income 13,058 <18 1,862 565 - 16,118

Staff costs 75 - -1 - - -76

Cther administraiive expenses -1,767 -101 -26 -38 - -1.932
Dr isation and irmert
Icsses of property, equipment and intangible
assels 27 - - - - -7
Total expenses before credit losses -1,869 -101 -27 -38 - -2,035
Profit before credit iosses 11,190 730 1,835 528 - 14,083
HNet credit losses -41 2 -15 5 - 53
Risk 1ax and resolution fee -1,022 -56 -25 -31 -1,133
Opsemting profit 10127 673 1,595 492 - 12,887
Profit before taxes 10,127 673 1.595 492 - 12,887
Key figures 2022

Sweden Noray Denmark Finland Stadshypotek AB
Raturn on iotal assels, % 0.56 041 282 047 0.63
Net intevest margin, % 052 067 1.04 053 094
CAratio batore credit losses, % 143 121 7 68 126
CA ratio after credit logses, % 146 124 25 7.7 13.0
Credit loss ratio, % 0.00 Q.00 0.03 0.01 000
Balance sheet
31 December 2022
SEKm Swedan Norway Denmark Finland Eliminations Stadshypotek AB
Loans to the public, Household
Gioss lending. Household 940,427 83,521 - 19,091 - 1,062,029
Expacted cradit osses, Household ~145 9 - -15 - -169
Total loans to the public, Household 845,282 83,512 - 19,076 - 1,061,870
Loans to the public, Corporate
Grosa lencing, Comaorate 427,240 ;! . 43,003 . 503,997
Expected credil kosses, Corporate -44 -2 . £ - -52
Total loans to the public, Corporate 427,198 3,752 - 42,997 - 503,845
Total loans to the public 1,376,478 127,264 - 62,073 - 1,565,815
Avarage loans i the pubiic for the period
Jan-Dec 2022 1,335,494 123.008 47,185 59,489 - 1,565,176
Total assets 1,453,289 131,634 - 731 83,675 -64,606 1,584,623
Average tolal assels for the perod Jan-Dec
2022 1,414,954 126,441 49,286 80,002 -65.382 1,585,301
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NOTES
NOTE 25 Cont.
income statemant 2021
SEKm Swader Norway Denmark Findand EEminations Stadshypotek AB
Net interest income 13418 1.130 526 581 - 15,655
Nat fea and commission income 37 Y . 9 - -28
Net gainsAosses on financial transactions 0 [} - 3 - 88
Other incoma 2 . - o- - - - - -2
Total income 13,462 1,138 528 503 - 18,117
Staff costs 09 - -1 . - -100
Other administrative expanses 1,647 91 -36 -38 - 1,810
Depreciti isation and impos
logses of property, equipmeni and intangible
assets -27 - - - - -27
Total axpenses befom credit losses -1,773 -9 -a7 -36 - -1.937
Profit betore credit iosses 11,688 1.045 489 557 - 13,780
Net credt losses 3 [} 1 0 - 4
Risk tax and resolution fee -B05 -50 -25 -27 =707
Operating profit 11,087 905 485 530 . 13,077
Profit before taxes 11,087 995 485 530 - 13,077
Koy figures 2021
Swaden Norway Denrmark Finland Stadshypotek AB
Raturn on total agsets, % .85 0.7 on 0.78 0.69
Net interest margin, % 1.00 103 1.03 104 1.0
CA ratio before cradit losses, % 132 80 7.0 8.1 123
O ratlo efter crodit losses, % 131 8O 67 6.1 12.3
Cradit loss ratia, % Q.00 Q.00 0.00 0.00 .00
Balance sheat
31 Dacember 2021
SEK m Swedan Norway Denmark Finland Eliminations Stadshypotek AR
Loans to the public, Household
Gross lencing, Household 921,445 86,703 50,485 19,050 - 1,077 653
Expected crecit keses, Household -85 -6 -28 -11 . -130
Total leans to the public, Household 821,380 86,697 50,427 10,036 - 1,077,523
Loans to tha public, Corporate
Gross lending, Comporate 380,399 29,233 - 38,815 - 448,447
Expected cradil losses, Corporate -a7 ] . -5 - 55
Total loans to the public, Corporate 380,352 28,230 - 38,810 - 448,392
Total loans to the public 1301712 115,927 50,427 57.849 - 1,525,015
Average loans to the public
for the period Jan-Dec 2021 1,269,028 107,548 49,435 55931 - 1,481,962
Totaf assets 1,387,212 117,489 $2,505 58,121 -67,904 1,547,343
Average lota/ assels
for the period Jan-Dec 2021 1,345,308 110,007 50,973 56,085 -57,782 1,504,592
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NOTES

NOTE 26 Assets and liabilities by currency

The company's view of foreign exchanga risk is shown in note 2.
The total value in Swedish kronor of the company’s assets and liabiiities broken down by currency is specified in the foltowing table,

31 December 2022
SEKm SEK DKK EUR GBP NOK uso Tota!
Assats
Loans to credit nstiutions 2831 445 1,467 o 4,523 L] 9,066 | _ —
- - Loans 1o 1he publc- - - - 1,376,478 - 62,073 - 127,264 - 3,565,815
of which corporate 427,196 - 42.997 - 33,752 - 503,945
of which households 949 282 - 19,076 - 93512 - 1,061,870
Dervatives -62,260 - B9, 48 8225 -27,372 - 7.841
Other asssis 1,473 286 41 1 1,801
Total assets 1,318,322 Eell 162,929 8,225 104,416 0 1,584,623
Liabilitles
Due to credit institutions. 706,179 - 61,868 - 64,633 - 832,578
lssued securities 544,294 - 92,866 8227 25612 - 670,699
Oerivatives 6,721 - +2,143 - 11,518 - 16,084
Other kabiities 9,572 368 18 149 10,207
Actrved expenses and deterred income 0 4] Q - 4] - 30
Total liablities 1,266,796 sy 152,707 az2v 101,810 - 1,529,008
Nat foreign currency postion 51,520 363 222 -2 2,606 0 54,715
of which relained samings end international branch
profits ko the year - 363 1,502 2.862 4,817
3t December 2021
SEKm SEK DKK EUR GBP NOK uso Total
Assets
Loans to credit institutions 8221 2072 252 o 1.756 0 13,901
Loans to the public 1,301,712 50427 57,849 - 115,927 - 1.525815
of which corporata 380,352 - 38.810 - 29,230 - 448,392
of which househoids 921,360 50,427 18,039 - 856.607 - 1,077,523
Derivatives -44 340 - 32.151 7,849 - 11,463 7.223
Citer assets arz [ 20 - 1 - 804
Total assets 1,267,470 52,505 90.272 7.949 117,684 11,462 1,547,342
Liabilities
Due to credit nstitutions €67,355 51,491 40,502 - 83,767 - 823,116
Issued securities 511,128 - 92,138 7,943 30,002 11,396 652,607
Derivatives 25,422 - 44,746 - 21,752 - 2428
Other labikties 1.7 - 3 - - 11,320
Actrued experses and delermed ncome 22 - 4] - 0 - 22
Total liabilities 1,215,245 51,491 ar.e97 7,843 113,521 11,396 1,489,403
Net foralgn currency position 52,225 1014 2375 [ 2,163 87 57.850
of which retained eamings and ntemational branch
profils for the year - arni 1,192 2,264 4367

The nat foreign currency positions reported in the table are dus to differences in valuation principles between lending and funding at amortised cost and
derivatives at fair value. Stadshypotek's risk managsment strategy means that inflows and outfiows in foreign curency are matched.
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NOTES
NOTE 27 ciassification of financial assets and liabilities
Fair vatus through profit or loss
Derivatives
idantified Total
31 December 2022 23 hadging Amortised carmmying Falr
SEKm Mandatory  Fair valus option instrumants cost amount value
Asgets
Loens lo cieditinstituons  ~~ ~ T 7 9,066 9,066 9,066
Loans 0 the pubkc 1.565,815 1,585,815 1,537,157
Value changa of interest-hedged flam in portfolio hedga -8 5 -5
Derlvaitive mistruments 7.841 7.04 7,941
Cther assets -] 489 485 495
Total 0 - 7,941 1,575,370 1,583,311 1,554,653
Shares and particapsting inierests in Group companies
and associated companies [1]
Non-financial assats 312
Total assets 1,584,623
[
Liabilitiey
Dus 1o credil nstéutions 832,578 832,578 796,256
Issued sacurilies 670,999 670,999 628,724
Derivative instruments 16,094 16,084 16.094
Othar Iabiities 6 10,116 10,122 10,122
Total - [] 18,084 1,513,683 1,528,793 1,451,188
Non-financial kabities 15
Total llabilities 1,520,908
Fair value through profit or loss
Derivativas
identified Total
31 December 2021 a3 hedging Amortised carrying Falr
SEKm Mandatory Fair value option instruments. cost amount value
Assals
Loans 1o credit institutions 13.907 13.301 13,301
Loans 1o the public 1,525915 1525915 1,527,085
Value change of interest-hedged item in portickio hedge 4 4 4
Derivative instnuments 7.223 7.223 7.223
Other assets 8 195 203 23
Total 12 - 7.223 1,539,411 1,546,048 1,547,708
Shares and parlicipating interests in Group companies
and associated companies 0
Non-financial assets €57
Total assets 1,547,342
Uabilities
Cus to credil institutions 823,116 823,118 822815
lsgued securities 652,607 652,607 654,256
Derivative nstruments 2,428 2428 2428
Other Eabiities 8 11,083 11,061 11,00
Total - ] 2428 1,488,808 1,489,242 1,490,590
Non-financial fabiities 251
Total liabllities 1,489,483

A description of the principles applied for measurement at fair value is given innote 1.
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NOTES
NOTE 28 Fair value measurement of financial instruments
Financia instruments reported et talr valua
31 December 2022
SEKm Lovel t Level 2 Lovel 3 Total
Azsots
Value changa of interest-hedged item in portfolio hedge -6 -6
Derivative instruments 7941 7941
Cther assets 6 6 —

- Total - - — € 7,94 -8 7,941
Liabilities
Derivative instruments 16,084 16,084
Other liabilites [:] ]
Total - 16,100 - 16,100
Financial nstrurnents reported at falr value
31 December 2021
SEKm Lavel 1 Lavel 2 Laval 2 Tota)
Assets
Valua change of interesi-hedged item in porticlic hedge 4 4
Derivative instruments 7.223 7.223
Other essats [} 8
Total a8 7.223 4 7,235
Liabiltles
Dertvative instrumenits. 2,428 2,428
Other Ezbiities 8 8
Total - 2438 - 2438
Changes in the of financial P at falr value in levei 3 3 Dec 31 Dec
SEKm 2022 2021
Valué change of Interest-hedged Item in portfolio hedge
Carrying amount et begirning of year 4 12
Acquisitions 0 1]
Matured 0 [}
Unrealised vahae change in ncoms statement -i0 £
Carrying amount at end of period 6 4
Falr value of financial n cost
31 December 2022
SEKm Level 1 Level 2 Lovel 3 Total
Assets
Loans ta credit instiutions 9,066 9,068
Loans to the public 1,537,157 1,537,157
Other assaty 489 489
Total - 9,068 1,537,646 1.546,712
Liabilities
Dus 1o credit institutions 796,256 796,258
Issued sacuritas 568,243 60,481 628,724
Other fablities 10,118 10,116
Totat 568,243 856,738 10,316 1,435,095
Fair value of financial at cost
31 December 2021
SEKm Level 1 Lovel 2 Lovel 3 Total
Assets
Loans to credit institutions 13,301 13,301
Loans 10 the public 1,627,055 1.527.055
Other essets 195 195
Total - 13,309 1,527,250 1,540,551
Liabilities
Due to credil nstitutions 822815 822,815
Issued sscurities 585,556 68,700 854,258
Oiher kabities 11,683 11,083
Total 585,556 891,515 11,083 1,488,154
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NOTE 28 Cont.

VALUATION PROCESS

Stadshypotek's independent risk sontrol is responsible for the existence of
appropriate instructions and processes for fair value measuremant of finan-
cial instruments. in general, the valuations ars based on extemally generated
data as far as is possible, considering the circumstances in each case. In the
casa of model valuation, valuation modals that are established in the market
ar always used. The models and input data which form the basis of the
valuations ame reguiarty validated by the independent risk contral function to
ensure that they are consistent with market practices and established finan-
cial theory. New and revised valuation models are always validated before
they come into use.

Stadshypotek is also subjact to the Handelsbanken Group’s guidelines
and instructions for valuation of financial instruments, Valuation matters
which are of principle importance are discussed by the Handeisbanker
Group's valuation committee, which includes represantatives of both central
and local risk control as well as financial functions. The valuation committes
ensures that general instructions for valuation of financial instrurments are
consistently followed throughout the Handelsbanken Group and serve as
support for decision-making in valuation and accounting matters.

PRINCIPLES FOR FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

Fair value is defined as the price at which an assat couid be sold or a fability
couid be transferred in a normat transaction between indapendent market
participants. For financial instruments traded on an activa market, the fair
valus is the same as the quoted market price. An activa market is one where
quoted prices are readlly and regularty available from a reguiated markat,
execution venua, reliable news sarvice or aquivalent, and whera the prica
information received can easily be verified by means of regularly ogourring
transactions. The current market price is generally the same as the current
bid price for financial assets or the current asking price for financial liabilities.

For financial instruments where there is no reliable information about
market prices, fair valuais established using valuation models. The valuation
modefs used are based on input data which essentially can be verified using
market abservations such as market rates. If necessary, an adjustment is
made for other variables which a markat participant would be expected to
take into consideration when setting a price.

Stadshypotek's derivative contracts, including interest rate swaps and
various types of finear cumrency derivatives, are valued using valuation mod-
¢els based on listed mearket rates and other market prices. The vatuation of
non-linsar derivative contracts that are not actively traded is also based on
areasonable assumption of market-based input data such as volatility.

NOTES

VALUATION HIERARCHY

In the tables, financial instruments at fair value have bean categorised in
terms of how the valuations have been carried out and the extent of markat
data used in the valuation. The categorisation is shown as levels 1-3in the
table. The categorisation is based on the valuation method used on the
balance shest date. Financial instruments which are valued at the current
market price are categorised as leve! 1.

Financial instrurnents which are valued using valuation models essentially -
based on market data are categorised as level 2. Levet 2 mainly includes
interest-related and currency-related derivatives. Finandial instruments
which have been valued using valuation models essentially based on input
data that is not possible to venfy using extemal market information are cate-
gorisad as tevel 3, Level 3 includes Value change of interest-hedged item in
portfolic hedge.

PRINCIPLES FOR INFORMATION ABOUT THE FAIR VALUES

OF FINANCIAL INSTRUMENTS CARRIED AT COST OR
AMORTISED COST

More information about the falr vatues of financial instruments carried at
cost or amortised cost is given in the table. These instruments essentially
comprisa lending and funding.

Lending

Calculating fair value for lending purposes is besed on the cument market
rate with an adjustrment for assumed credit and liquidity risk premiums

on market terms. The premium is assumead to be the same as the average
margin for new lending at the time of the measurement.

Funding and deposits

Issued securities have been valued at the current market price where this
was evallable. Funding where market price information has not been found
has been valued using a valuation modsl based on market data in the form
of prices or interest rates for similar instruments.

Other Interest-bearing financial assets and liabilities
For means of payment and short-term recaivablas and liabilities, the carrying
amount is considerad to be an acceptable estimata of tha falr value. Short-
term receivables and fabilities elso include those with a maturity date or date
for the next interest rate fixing falling within 30 days. Financial receivables
and liabilities with & life of more than three months are discounted at the time
the fair value is established.

Note 13 also reports the fair value of financial instruments reported at
cost or amortised cost, categorsed according ta their respective valuation
hierarchy.
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NOTES

NOTE 29 bisclosures on assets and liabilities held for sale and discontinued operations

Assets and liabilities in Stadshypotek’s operations in Finland constitute
assets and liabilities held for sale and ere classed as disposal groups in

accordance with IFRS 5, Non-current Assets Held for Sale and Discontinued

Operations. The cperations in Denmark ware divested during Q4 2022.
The operations in Denmark and Finland constitute discontinued operations.
For & description of the accounting policies, see nota 1. |

Asgets and flabilities held for salo

» The disposal group end discontinued operations in Denmark are
comprised of Handelsbanken Kredit (Stadshypotek AB (publ) Denmark
branch).

= The disposal group and discontinued cperations in Finland are comprised
of Stadshypotek AB (publ), branch operations in Finland (Handelsbanken
Asuntoluctiopankld). - - - ot

Denmark. Finland

SEKm 31 Dec 20221 31 Dec 2021 SEKm 31 Dec 2022 | 31 Dec 2021

Assats Assaty

Loans to the publc 50,827 Loans o the public 62,073 57.849

Other assats 286 - Other assels 24 -

Prepaid expenses and accrued income - - Prepaid expensas and accrued income - -

Total 288 50,427 Total 62,087 57,849

Liabilitios Uabilities

Current tax kabilitiss 368 103 Current tax kabilies - 29

Other labiities - [ Deterrsd tax kabilties 15 -

ApCrued expenses and defemed ncome 0 0 Other lzblties 1 0

Total 388 103 Accrued expenses and deferred incoms 0 0
Total 116 29
Total assets heid for sale 62,383 108,276
Total liabilitles heid for sale 434 132
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NOTES
NOTE 29 Cont.
Discontinued operations Cash flow
Denmark Full year Full year Denmark Full year Fuil year
SEKm 2022 200 SEKm 2022 2021
Nat interast income 575 535 Cash fiow from operating activities 1722 -553
Nat fes and commission income o Cash flow from investing acthilies 52,128
Nat gragr on fancial - Cash flow from fnancing acliviies - -
Other income - - Gash flow for the yaar from discontinued operations 53,850 -553
Totel income - — 575 538 - - - =
Staff cosis -1 -1
Other expenzes -1 -1 SEK m 2022 2071
Depreciation, emortisation and impairment ksses of proper- . .
ty. equipment and intangble assels . . Cash fiow from operating activities 1,160 -2,573
Total sxpenses ) 2 Cashflow from investing acthities - .
Cash flow from financing activiies - -
Net credi loases 4 2 Cash flow for the year from 1,190 2,573
FRisk tax and resolution (ea -25 -25
Profit from discontinued operations, before taxes 534 510
Nat gains/losses on sale of disposal groups
J befors taxes’ 1,189 -
Total profit for the year attributable to discontinued
operations, befors taxes 1,723 510

! Other income in the income statemant amounts 10 SEK 1,190 miion, of which SEX 1,189 mBion

constiutes net gains/osses,

Finland
SEKm

Full year
2022

Full year

Nel intevest income

Net fes and commission incoms
Net gai on financial
Other income

Total income

Staff costs
Other expenses
1y, equipmén! and intanghle assats

667

-1

Total expanses

Net credit loazes
Risk tax and resolution fee

Prefit from dlscontinued operations, before taxes

Neot gai; on sale of dl: groups
ing discentinued cperations, before taxes

8l o o,

Total profit for the year attributable to discontinued
operations, befors taxes

g

442
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NOTES

NOTE 30 capital adequacy

CAPITAL POLICY
Stadshypotek aims to maintain a satistactory capital lavel which raflects the
risk inherent in the company's operations and which exceeds the minimum
statutory requirements. A healthy capital level is needed to manage situa-
tions of financial strain and also for ather avents such as acquisitions and
major growth in valumes.

STATUTORY CAPITAL REQUIREMENT

According to the capital adequacy regulations, regulation no. 575/2013 EU
(CRR), which came into forca in the EU on 1 January 2014 and directive
2013/36/EU which was implementad in Sweden on 2 August 2014, Stad-
shypotek must have commion equity tier 1 capital, tier 1 capital and total
own funds which at least correspond to the indmvdual requirements relative
1o the total risk-weighted exposure amount for credit risks, market risks and
operational risks. In eddition to maintaining capital according to the mini-
mum requiremnent, Stadshypotek must hold common equity tier 1 capital to
fulfil the requirement for a capital conservation buffer and a countercyclical
capital buffer in line with the levels dacided by the Swedish Financial Super-
visory Authority.

The company must also perform an intemal capital adequacy assess-
ment. Stadshypotek’s capital policy - most recently adopted by the Board
in 2022 - states the guidelines for tha intemal capital adequacy assessment.
Sinca 1 February 2018, the resoluticn authority, which is the National Debt
Office in Sweden, must also establish a minimum requirement for own funds
and eligible Babilities (MREL) for the Handelsbanken Group and also for
Stadshypotek. In December 2022, the Swedish National Debt Office estab-
lished a minimum reguirement for Stadshypotek amounting to 3.84 per cent
of total liabilities and own funds. In 2022, Stadshypotek met all the statutory
minimum and buffer levels. Since 2018, Stadshypotek has been permitted
to exchude structural hedges when calculating the capital requirement for
foreign exchange risk in accordance with Article 352.2 of the Capital
Requirements Regulation.

DESCRIPTION OF OWN FUNDS

Own funds consist of tier 1 capitat and tier 2 capital. Tier 1 capital is divided
into common equity tier 1 capital and other tier 1 capital. Common equity tier
1 capital mainty comprises equity and has been affected by the Board's pro-
posal for appropriation of profits. Deductions for intangible assets ere made
from the common equity tier 1 capital.

A neutrality adjustment is mada for the effect of cash fiow hedges on
equity. Institutions with permission to use intemal ratings-based models
(IRB institutions) must make a deduction for the difference between
expected credit losses under the [RB epproach and the provisions recog-
nised in the accounts for probable credit losses where the expected credit
losses exceed the provisions made. The deduction is mada from the com-
mon equity tier 1 capital.

Stadshypotek is included it Handalsbanken's consolidated situation. in
general, Stadshypotek and its parent company are able to re-allocate capital
between the companies, to the extent that is permitted by legislation, for
aexample capital adequacy requirements and restrictions in corporate law.
Stadshypotek sees no other material or legal obstacles to a rapid transfer
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of funds from gwn funds, or repayment of Eabilities between Stadshypotek
and its parent company.

DESCRIPTION OF THE CAPITAL REQUIREMENT

Credit risk — Since Stadshypotek's lending takes place via Handelsbanken's
branch network, Handeisbanken's IRB approach is also applied for Stads -
hypotek's risk classification and for calculating the credit risk for Stadshypo-
tek’s credits. The Swedish Financial Supenvisory Authority has approved the
Handslsbanken Group's IRB gpproach. There are two ditferent IRB
approaches: a foundation epproach and an advanced approach. in

the foundation approach, the Bank uses its own methed ta determine the
probability of the customer defaulting within one vear (PD), whila the other
parameters are set by the Financial Supervisory Authority. in the advanced
approach, the Bank uses {ts own methods to calculate the loss given default
(LGD) and the exposure at defau't (EAD). The advanced IRB approach has
been appiied for retall exposures (households and small companies) since
2007. Since 31 December 2010, the advanced IRB approach has heen
applied for medium-sized companias, housing co-operative associations
and property companies, and in 2013, Stadshypotek received the Financial
Supervisory Authority's approval to extend its use of the advanced IRB
approach to large companies. As of Q2 2017, Stadshypotek appties the IRB
approach without own estimates of LGD and credit conversion factor (CCF)
for sovereign exposures.

In 2017, Handelsbanken received approval from the Swedish Financial
Supervisory Authority to use new models for calculation of the PD values for
companies. Thesa models estimate the tong-term PD, including a margin of
conservatism and a business cycle adjusiment, at the portfolio level. This
porticho PD is then allocatad among the various risk classes. Normally the
portfolio PD will not vary from year to year, though the risk-class PD will, as
the breakdown of counerparties among the risk classes varies over time.
When the new models were implemented, the risk weights for companies
increasad, whila the future variation of the risk weights — and accordingly the
capital requirernent — decreased.

The Swedish Financial Supervisory Authority has decided to approve the
Finnish Supervisory Authority's decision to implement an average compa-
ny-specific risk weight floor of 15 per cent for Finnish mortgage ioan expo-
sures. The Swedish Financial Supenvisory Authority's decision has applied
sinca 1 January 2018, On 31 December 2018, the Swedish Financial Super-
visory Authority introcuced a risk weight floor of 25 per cent for Swedish
mortgage loan exposures under Pillar 1. Following the Financial Supervisory
Authority of Norway's decision to introduce a risk weight floor for certain
exposures in Norway, the Swedish Financial Supervisory Authority resoived
in 2021 to recognise the Norwegian measures in Pillar 1,

Operational risk - Like Its parent company, Stadshypotek uses the stand-
ardised epproach which means that the capital requirement is calculated by
muitiplying a factor specified in the regulations by the average operating
income guring the last three years,

Market risk — Stadshypotek has no market risks that are reported accord-
ing to the capital adequacy rules for market risk. For a description of risk
management, see note 2, Risks and risk control, on page 28.
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NOTE 30 Cont.

Transitional own funds

Prasentation in accordance with the requirements of Commission Implementing Regutation (EU) No 1423/2013.

The excluded line items are deemed not 1o ba relevant for Stadshypotek at the time of publication.

NOTES

Crwn hinds
Regulation (EU) No 575/2013
SEX m 2022 2021 Articie Raference
R _ _ Commeon squity tier 1 capital: instruments and reserves - - - Reguiation (ELf Na 575/2013 articie
reference
1 Capital instruments and the related shara prermium accounts 4,050 4,050 26.1,27,28,29
of which share capital 4.050 4.050 EBA kst 26.3
2 Retained eamings 34,499 33,452 26.1c
3 Accumuiated other comprehansive incoms (and any clher reserves, 1o includa unreafised -
gains and losses acconding to the apphicable sccourting standards) -3,631 1,027 26,1
Sa  independantly reviewed irerim profits net of any forassashie charge or dividend 2,097 1621 26,2
6  Common equity tier 1 {CET1) capital before regulatory adjustments 37,015 40,150
Commaon equity tier 1 capital: raguistory adjustments
7 Additional value adustments (negative amount) 34,105
8 inmangible assats (net of retated tax iabiity} inegative amour) 100 87 36.1b,37
11 Fair value reserves related to gains or losses on cash flow hedges. 3.838 -866 <R E-]
12 Negalive amounts resutting from the calouation of expected loss amounts 310 an 36.1 d, 20, 159
14 (ains or losses on kablities measured at farr vaiue resulting from changes in the institution’s
own credit standing 30.1b
15  Defined benafit persion fund assets (negative amouni} 38.10, 41
16 Diract and indlimct hokdings by en institution of own CET1 instruments (negative amount) 36.11,42
18 Direct, indirect and syrthetic hoklings by tha institution of the CET1 instrumants of financial
sactor entities whara the institution has a significant investment in thosa entities (amount above
10% thneshold and net of eBgibker short positions) (negative amount) 36.1 1,43, 45,47, 48,1 b, 49.1-49.3, 79
20a  Exposune amount of the foBowing 4aems which quaity for a risk weight of 1,250%, where the
insitution opts for the deduction aitemative 360
20c  of which secuitisation positions {negative emount} 36 (1) (K] (@, 243 (1} (b). 244 (1) b}, 258
21 Deferred tax assals arising from temporary difterances (amount above 10% threshold, net of
reiated tax kability whare the conditions in Articie 38 (3) are met) (negalive amount} 38.1c,38,48.1a
22 Amount the 15% {r amournt) 48.1
23 of which direct and ingicact haldings by the institution of CET 1 instruments of financial sector
antitias whers the insti! has a significant i in those entities 36.1i,48.1 b
25 of which defermed tax essels arsing from lemporary differences 36.1¢.36,48.1 &
25a Losses for the curment financial year {negative amount) 36.1a
25b Foresesable tax changes refaling to CET1 iterns {negative amount) 8.1l
27  Qualfying AT1 deductions that exceed the AT1 capilal of the institution {negative amount) 36.1]
28 Total reg Y to aquity tier 1 capital (CET1} 3,428 -1,440
2¢ Common equity ier 1 capital 40,443 33,710
tier 1 capltal:
30 Capial instruments and the related share premium acoounts 13,200 13,200 51,52
32 of which classified a3 labiities under appécabie accounting standands
33 Amcunt of qualifying items referred 10 N Article 484.4 and the refated shard premium accounts
subject ta phase-out from AT1 4863
36  Additions! tier 1 {AT1) capital before reguiatory sdjustments
Additional tler 1 capital: reguiatory adjustmants.
37  Direcl and indirect holdings by an institulion of own AT1 instruments (negative amount} 52.1b, 56 8, 57
40 Diract and indirect hoklings of the AT) instruments of fnancial sector entities where the
institution hay B Sigrifican! iTvestment in thase entities (amount abave 10% threshoid
and net of eligible shonl positions) (negative amount) 564,59, 79
42 (Oualfying T2 deductions that exceed the T2 capital of the institution {negative amount) S6e
43 Total reg Y o tlor 1 {AT1) capital
44 Additional tier 1 capital 13,200 13,200
45 Tier 1 capltal (Ser 1 capital = common aquity tier 1 capital + additionad tier 1 capital} 53,643 51,910

Praseniation in accordance with the requirements of Commission implementing Regulation (EU) No 1423/2013.
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NOTES
NOTE 30 Cont.
Own funds
Regutation (EV) No 575/2013
SEKm 2022 2021 Article Refarence
Tisr 2 capitat: instruments and reserves

46  Capital Insinaments and the reiated share premium accounts 4,500 4,500 62.63
50 Credit sk adustments. 62 cochd
51  Tier 2 (T2) capital batocs reguiatory adfustments 4,500 4,500
. Ter 2 (T2) capital: regulatory adjustments - - -

Dtednndndmdhddngsbymnsmmmnfuwnmrswmemsmmmedbans

{negative amount) 63bi. 668,67
55 Dimct and indiract holdings of the T2 instruments and subordinated kans of financial sector

entities whare 1he institution has a significant imwesiment in thase entities (net of eligible short

pesitions) (negstive amount) 56d, 69, 79
57 Total regulatory adjustments to tier 2 capital
58 Tiar 2 caphtal 4,500 4,500
50 Total capital {iota capital = tier 1 capitel + tier 2 capital) 58,143 56,410
60 Total risk-weightod assets 34,102 07,687

Capital ratias and buffers

81  Common equity tier 1 capital {2s a p tage of the risk-weightad exp amount) 12.8 1286 R2a
Tier 1 capital (89 a 98 Of the risk-weigt amount) 17.1 169 9220
63  Total capital (a3 a percentage of the risk-weighted exposure amount} i85 18.3 R2c
64  Instiution-specic bufler E {CET1 n with Article 82 (1} (a}

phus capital consérvation and countercycical buffer requirements plus a systemic risk buffer,

phus gystemically important institution buffer expressed as a percentage of the total

risk-weighted exposure amount) 35 25 GAD 128, 1289, 130, 131,133
é5 of which capital consarvation buffer requinement 25 25
&6 of which cowr capital buffer red 1.0 oo
87 of which systemic risk buffer reqummanl
673 of which builer for global 4 st or other i Fripx

nstitutions

68 Common equity tier 1 capltal available for use as a buffer (as a percentage of tha risk-weighted 2.2 82

exposurg amount) CRD 128

below tha for (pricr to the risk weight)

72 Direct and indireci holdings of the capital of financial secior entities where the institution doss
not have a significant investment in thosa entities {amount below 10% threshoid and net of
eligible short positions}

73 D:recl and indirect hddngs of the GET1 instruments of financial sactor entities where the

jon has a signé in thosa entities {armourt below 10% threshokd and net
of efigible short positions)

75  Defamed tax assets aising from tampocary differences amount below 10% thrashold, net of
refated tax liability whare 1he conditions in Article 38 (3} are mel)

Applicabla caps an tha inclusion of provisions in tler 2 eapitat

768 Cemdit risk adiustments included in T2 in respect of exposures subject 10 standardised
approach (arior 10 the application of the cap)

77 Cap dor inclusion of credit risk edjustments in T2 under standardised approach

78 Credit risk adusiments incladad in T2 in respec! of exposures subject (0 imemal rating-based
approach {priar 10 the application of the cap)

76 Cap for inclusion of cradil risk adjustments in T2 under intermal ratings-based approach

Gapital instruments subject to phass-out {only 1 January

2013 end 1 January 2022)

Current cap on CET1 ir subject to phy it

Amount exciuded from CET1 oue 10 cap (xcess over cap after redemplions and maturities)
Current cap on AT1 insiuments subject o phase-out arangements

Amount exciuded from AT1 due 10 Cap (BxCcess Over cap afier redemptions and maturities)
Current cap on T2 instruments subject 1o phasa-out arrangements

Amount axcluded from T2 due 10 cap (excess over cap &fter redemptions and maturities)

FRBERZS

n with the . of issk ing
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{EU) No 14272013,

36.1 h, 46,45, 56 ¢, 58, 60, 66 ¢, 69,70

36.10, 45, 48
38.1¢,38. 48
62
62
62
62

484.3, 486.2, 486.5
484.3, 485.2, 4865
484.4, 486.3, 486.5
484 .4, 4863, 486.5
484.5, 486.4, 486.5
484.5, 486.4, 486 .5

25.07.2024 Kkl 18:02

Brgnngysundregistrene

Side 76 av 98



Brgnngysundregistrene Arsregnskap regnskapsaret 2022 for 991303995

|
NOTES
NOTE 30 Cont.
Capital instruments maln featuras' Common aquity tier 1 capital Tiar 1 eapital
Issuer Stacshypotek AB Stadshypotek AB
Urigue identifier (8.9, CUSIP, ISIN or Bloomberg kieniffier for private placement)
Goveming tawis) of tha instrument Swedtish law Swadish taw
Reguiatory freatment
Transitional CRR rules Common equity tier 1 capital Additions) tier 1 capital
_ Prst-transitional CRA nules.. - p B - - -~ Common equity lier 1'capilal ~ " Addibonal tier 1 capital
£hgible at solo/{sub 'solo & level Indivicdual and group Individual and group
Instrumenit type {types to be specified by each jurisdiction) Share Tier 1 capital
Amount recognised in reguiatory capital {currency in milion, at most recent reporting date) SEX 4,050 miEon SEK 5,300 mition
HNominal amount of instnament SEX 4,050 mifion SEK 5,300 milion
Issue price SEX 4,050 miion SEK 5,300 miiion
Redemption price WA N/A
Accounting classdication Equity Equity
Orignal date of ssuance 19-12-27
Parpetugl or dated Parpetual Perpetual
Criginal matuity date NA N/A
tssuer c2 subject 10 prior supenvisory approval N/A
Optional call date, contingent cal dates and rademption amount NA  Stadshypotek is entiled 1o redeem
or repay the loan only # the condi-
tions stated in Aricle 77 of the CRA
are mel, but no sconer than 27
December 2024, and thereafier only
on each subsequent interest
payment date.
Subsequent call dates, if appiicable WA N/A
Coupons/divicends
Fixed or floating dhvidend/coupona NA Fcating
Coupon rale and any reiated index /A 3-month STIBORA pius 335bp
Existence of dividend stopper NA Yes
Fully di Y, partially discrotionary o y fin terms of Yiming) NA Fuly discretionary
Fulty discrationary, partialy discretionary or mandatory fin terms of amount) NA Fully discretionary
Existence of step-up or other incentive 10 raceem No No
Non-¢umutative or cumuative Non-curmuialive Non-cumutative
Convartible or non-convertibie Non-convenicie Nor-comvertible
Il convertible, conversion triggeris; WA N/A
if convertible, fulty or partialy NA N/A
if converlitie, conversion rate N/A NA
f i y or optional NA NA
¥ convertibla, specify instrument type convertible info N/A N/A
tf convertible, specily issuer of instrument & converts into N/A NA
Impairment leatures No No
¥ impairment, impairment trigger(s) NA N/A
If impeirment. ful or partial NA N/A
If impairment, permanert or temporary NA NA
f ternporary impa intion of write-up WA NA
Pesition in subordination herarchy in quidation (specify & type i Senior 1o Lowest Subordinats to al senior funding
Non-compiliant transitioned features No Mo
# yes, speciy non-compliant featuras NA WA
' N/A denoias not applicale.
F in with the J of G Implamenting Regulation (EU) No 1423/2013.
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NOTES

NOTE 30 Cont.

Capital instruments main featurss' Tier 1 capltal Tier 1 capital
lasuer Stadshypotak AB Stadshypotok AB
Unique identifier (e.g. CUSIP, ISIN or Bloomberg Identifier for private placement)

Gaverning law(s) of the nstrument Swedish taw Swoctish law

Reguiatory reatment
Transitional GRA nies

_ Posi-transitional CRR nuies - - - -
Eligiblp at sofo/sub-jconsalidatecssolo & (subjconsolicated kvel
Instrument type {iypes 10 be specified by each jurisdiction]

Amount recognised In requiatory capital {curency in mifion, g1 mest racent reporting date}

Noming! emount of Instrument

Issue price

Redempiion price

Accounting classification

Original date of issuance

Perpetual or dated

Original maturity date

Issuer cafl subject 1o prior supervisory approval

Optionel call date, contingent call dates and redamption emount

Addiional tier 1 capital

Individual and group
Tier 1 capital

SEK 3,000 miion
SEK 3,000 miion
SEK 3,000 miion
SEK 3,000 miBon
Equity

20-12-27

Perpetual

NA

Stadshypotek is entitled to redeem
or repay tha loan only if the condi-

Adadtionat tier § capital”

Additional tier 1 capital
Additional tier 1 Capital
Indnidual and group
Subordinated loan
SEK 4,900 miion
SEK 4,900 miBon
SEK 4,900 milion
SEK 4,900 miion
Equity

21-06-30

Pempatual

26-06-30

Yes

Stadshypotek is enlitied to redeem
or repay the ioan only i the condi-

tions stated! in Article 77 of the CRR  tions staled in Article 77 of the CRR
are mel, but no sooner than 27 fre met, but no sooner than 30
D 2025, &nd only D 2026, and only
o gach subsequent interes! on each subsequent interas!
payment date, payment date.
Subsequent call dates, f apphcable A N7A
Coupons/cividends
Fixed o floating dividend/coupons Fcating Aoating
Coupon rale and any related index 3-month STIBOR pius 285bp 3-month STIBOR pius 270bp
Extstence of dividend stopper Yes Yes
Fuly discretionary, partially discretionary or mandatory {in terms of timing) Fully discrationary Fully discretionasy
Fuly g ionary, partially de ionary or y fin terms of amount) Fuly discretionary Fully discrefionary
Existence of step-up of other incentiva 1o redeem No No
Non-comulative or cumative Non-cumutative Non-cumutative
Convertible or nan-convartibie Non-convertibla Non-convertibie
i convertible, converalon trigger(s) NA NA
1§ convertiig, fully or partialy NA WA
If convertible, comverslon rats NA NA
If converiibie, mandatary or optional conversion NA N/A
If convertibie, specily instrument type convertible into NA NA
If convertible, specify issuer of instrument it conveds imo N/A NA
Impairment features No No
# impaimment, impaimmen tiggeris) N/A NA
1 impeirment, full or partial NA NA
If impairment, peTnanent of lemporary N7A NA
W {ermporary i of write-up N/A NA
POSHION in subs herarchy in (specily ¥ type i sanior 10 10 a8 sensor funding Subordinate 10 s senior funcling
Non-compliant transitioned fsatures No No
I yes, specify non-compiant faatures. Y Na
T N/A danctes not apphcanio.
F n with the i of G R [EU) No 142372013,
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Subsequent call datss. if appficable

Coupons/dividends

Fixed of floating dividenc/coupons
Coupon rata and any related index
Existence of cividend stopper

Futy jonary, partially discretionary o y fin terms of timing)
Futy discretionary, pertially discrationtry or mandatory i terms of armount)

Existenca of step-up or other incentive to redeem
Non-gurnylative o cunsulative

Converibis or non-converiible

K conmventibie, CoMmwarsion trgoer(s)

If convertible, fully or pactially

¥ convertinie, CoMversion rale

it y of optional

It convertitle, specify instrument typa convertible into
If converlibie, specify issuer of instrument it converia inta
impainnent features.

W impairment, impaimment trigger(s)

¥ impeimment, ful or partial

i i o

¥ temporary mpai plion of write-up

Posttion in ion higrarchy in jon (specty i

sonior 10 i

Non-compéiant transitioned festures

If yes, specify non-compkani features.
" N/A denctes not epplicable,

Presentalion in accordance with the requirements of C

{EL) No 142372013,

NOTES
NOTE 30 Cont.
Capital Instruments main featurgs’ Tier 2 capital
lasuer Stadshypotek AR
Unique identifier (8.. CUSIP, ISIN or Bioomberg identifier for private placement}
Goveming law(s) of the instrument Swedish kw
Reguiatory ineatment
Transitional CRR nutes Tier 2 capital
- Post-transitional CRR rues - - . Ter 2 capital
Exgible at s0k/{sub 80k & el Vdividua) and group
Instrument type ttypes to be spedified by sach jurisctiction) Subordinated loan
Amount recognised in reguiatory Capital (currency i miion, SEK 4,500 million
&t most recent reparting date)
Neminal amount of instrument SEK 4,500 million
Issue price SEK 4,500 miion
Radempiion prica SEK 4,500 mifion
Original date of issuance 13-12-27
Perpatual o dated Perpetual
Original maturity date 28-01-03
kssuer call subiect to prior supeevisory approval Yes
Ontional call date, contingent call dates and redsmption amount 3 January 2024

Stadstiypotak is entitled 1o
renegotiate tha terms and
concditions or, 5 ysars have
since the disbursement,

redeemn the loan i, dus to changss

to the appécabls regulations at
the time of issue, fully o partialy,
he loan i not allowed to ba
inchsded in reguiatory own funds.
Al sach future inferest due date,
this being ihe third of the month
after the end of each quarter

Foating

3-month STIBOR pius 200bp
Yos

Fuly discreticaary
Fully discralionary
No
Non-cumulative
Non-comvertible:
A

WA

NA

WA

NA

NA

No

NA

N/A

NA

NA

Suboranate o all senior tunding
No

N
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NOTES

NOTE 30 Cont.

CAPITAL ADEQUACY ANALYSIS

Figures reported in this section refer 1o the minimum capital requirements under Pillar 1. On 1 January 2014, the European Capital Requirernents Regutation
{CRR) came into force, and on 2 August 2014, the CRD IV Diractive was implementad in Sweden. Own funds and capital requirement are calculated in
accordance with EL requlations. All references to CRD IV in this report refer to the new regulations in their entirety regardiess of legislative form {regulation,
directive, executive decree or national implernentation).

Capital requirement
31 December o . B i . . . ~ | i . - - _
T OUSEKm T - ) 2022 2021
Cradit risk ing 10 0 0
Credit risk according to IRB Approach 23270 22,818
Operational risk 1,858 1,797
Total capital requirement 25,128 24615
Tatal own funda 58,143 58,410
Tier 1 capltal 53,643 51,910
Capital adequacy anslysla
31 December 2022 2021
Gomimon acuity tier 1 ratio, GRD IV 12.9% 12.6%
Yiex 1 ratio, CRD W 17.1% 18.9%
Tolal captal ratio, CRO V 18.5% 18.3%
Risk exposure amount CRD IV, SEK m* 314,102 307,687
Own funds in relation 10 capital requirement according 10 Basel | Aoor
Institution-specific bufter raquirement 3.5% 2.5%
of which capital consarvation buffer requirernent 2.5% 2,5%
of which countercycical capital buffer requirermant 1.0% 0.0%
Comman equity tier 1 capilal avafabio for use 25 a buffer 9.2% 8.2%

10n 31 Decembar 2018, the Swadish Financial Superviscry Authority implementsd a risk weight oor of 25 per cent for Swadish MOMGags loan exposures.

Crodit risks IAB Risk-waightad
Exposure amourtt Average risk weight, % BXPOSUrS AMOuRt Caphtal regquirement
SEKm 2022 2021 2022 2021 2022 2021 2022 2021
Savereign, municipalities and central banks 12913 13,810 7.6% 7.6% 984 1.042 ¥ ;23
Comporate 66,747 224,831 13.0% 127% 34,007 29,1683 2,784 2333
of which other lending. Joundation epproach 532 612 16.5% 12.4% 88 76 7 &
of which other fending, advanced approach 268,215 224,219 12.7% 12.7% 33,865 28,484 2,709 2277
of which Risk weight floor Norway Compa-
s with property mortgages 2,440 1,780 35.0% 35.0% 854 623 &8 50
- Lage coporates 1.473 o4 26.0% 35.7% 413 319 32 26
- Medium-sized companies 27,126 24,450 12.2% 16.9% 3313 4,121 265 330
- Property compenes 237.616 190,876 12.7% 12.1% 30.139 24,024 2417 1,822
Housing co-operative essoclations : 262313 244,960 2.0% 2.7% 5,250 6,688 420 835
Housahold 1,021,900 1,040,250 24.4% 23.9% 249,474 248,198 18,858 18,856
of which risk weight loor for morigages 824,342 804,566 24.6% 24.7% 202,813 198,732 16,225 15,899
- Frivats indhiduals 1016677 1.034,490 4.5% 4.7% 45,982 48,673 3679 38%¢
- Smaf companies 5223 5760 13.0% 13.7% 579 797 54 63
Institutions 286 [} 83.6% - 182 ] 15 o
Non cradit-obiigation assats 178 117 100.0% 100.0% 178 17 14 9
Totar 1,564,397 1,523,968 18.6% 18.7% 290,875 205214 23,270 287

Swaedish mortgages have been included in the risk weight floor since 2018. Norwegian mortgages and Nonwegian corporate lending with property
mortgages have also been included since 2021.

Capital requirement crechit riska 2022 2021
standardisad approach?
Risk-waightad Risk-welghted

Average risk exposure Gapital Average risk @xXpOsSUre Capital
SEKm |Exposure value waight, % value requirement | Exposure valus waight, % vahie requirement
Sovereign and ceniral banks

+ Municipalities

Institutions 28,970 0.0% [+] 0 34.357 0.0% Q [}
Corporate (1] 100.0%
Household ] 100.0% 1 35.0% 0 o
Past dua items
Cther tams 0 100.0% =) 100.0% 9 0
Total 28,870 0.0% 0 0 34,263 0.0% L] 0

2 Dexzis of capdal requremant for exposure classes whara there ore axposures.
Stadshypotek received pemission to calculate its sovereign exposures and exposuras to municipalities and central banks in accordance with the IRB Approach.
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NOTES
NOTE 30 Cont.
Risk-weighted axpesure
EU OV - Overdaw of risk-weightad axposurs amounts capital
T T
1 Credit risk (exciuding CCR) 200,876 23270
Articia 438 {c} andl {c) 2 of which standardised spproach ] Q :
Articla 438 (c) and (c) 3 of which foundation B Approach 1,487 119 L
Articie 438 {0) and {d) 4 of which advancad B Approach ) B i _ . _ ey L 6858 _ L ]
- - = Artic 438 (d) T 7T 877 ofwhichthe capital-reled IRS Approsch within the ramewark ]
for the simplified risk-weighted approach or the IRB Approach [+] o]
“Article 107 6 Counterparty credit risk 0 0
Article 438 () and (d)" 7 of which market vauation
Articie 433 {c} and (@} 8 of which original exposure
Articia 438 (c} and (d) 9 of which stanciandised epproach
10 of which the method using intemal models
11 of which nisk exposure amount for contributions to the default
fund of a CCP
Article 438 (c) and {d) 12 of which creditworthiness adjustment [+] 1]
Article 438 (c) and (d) 13 Setilemeri risk
Articia 438 (g) 12 Noni-trading book securitisation sxposures (after cap)
Article 449 o) 15 of which IRB Approach
16 of which the intemal formuia approach
W of which IRB Approach
18 of which standarcised approach
Ariicle 438 {g) 19 Markat sisk 1,960 187
20 of which standardised epproach 1,960 157
2 of which thé IRB approach
Articie 438 (¢) 22 Large exposures
Article 438 { 23 Operational risk 23,220 1,858
22 Of which basic incicator approach
25 of which siandardised approach 23,228 1,858
26 Of which internal measurement approach
Article 437.2, Adticla 48 and Article 60 27 Amounts below the threshoids for deduction (subjec! fo 250%
risk weigh)
Article 500 28 Adjustrrent of tha minimum mit “
28 Tota) 316,062 25,285 -
Exposure amount/exposure value by country broken down 2022 2021
Mo voluries ing to the IRB App and
the standardised approach
SEXm IRB 1RB
Sweden 1,377,123 27.423 1,302,229 32.061
Derwmark. 49,620 kil
Fintand 61,939 185 57,876 188
Norway 125,335 1,392 114,434 1314
Total 1,564,397 28,970 1,523,068 34,363
DETAILS OF MATURITY PERIODS FOR CAPITAL ADEQUACY
IAB-approved exposures broken down by maturity sccording ta the Capital Requirements Regulation (M)
22
SEKm Expesum amount Within 1 year 1 yr-2.5yrs 25yrs 25ys-5yms =5yrs
Comorate
XPOUTRS 528,120 200,343 127,953 697 114,280 85,847
Total
E:ég-‘wpmod sxposures broken down by maturity according to the Capital Requirements Regutation (M)
SEKm Exposure amount Within 1 year 1 yr=-2.5 yr8. 25 yrs 2.5 yra-5 yrs =5 Y78
Corporate exposures 469,781 90.854 42,682 638 42,270 203,047
Total 469,701 90,854 42,882 a38 42,270 299,047
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NOTES

NOTE 30 Cont.

EXPOSURES APPROVED FOR THE IRB APPROACH

7 STADSHYPOTEK | ANNUAL REPORT 2022

Exposures by sector and counterparty type, broken down into 2022 2021
exposLrg Clazses
SEKm of which SME of which SME
Ratail axposures
Private individuals 1.016,677 1,034,460 _
Small companies - - - - 5223 6,760

ign and 12013 13810
Corporate sxposures
Housing co-operative associations 262373 262,373 244,060 244,960
Froperty management 244261 155238 203,670 142,744
Manufacturing 130 124 126 126
Ratad 460 460 485 485
Hotel and restaurant 438 438 480 480
Passenger and goods transpon by sea 4 4
Othar {ransport and commurication 283 283 212 212
Construction 1 7 594 552
Blectricity, gas and water 198 103 247 244
Agricuiture, hunting and forestry 15,532 14,976 14,793 14,494
Othar services 1,819 1,538 1,720 1,565
Hoiding ; and i
fmutudl funds, eic. 1974 1.607 1,565 1,388
Other corporata lending 830 02 833 a3z
Non credit-obligation assets 178 17
Expasures to institutions 286 [
Sacuritisation pasitions
Total IRB 1,564,397 438,850 1,523,968 408,185
' Smed and mediumn-sized entorprises,
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NOTES
NOTE 30 Cont.
GEOGRAPHICAL SPREAD
IRE-spproved exposures by country,
broken down into corporate and retail exposures Retail exposures.
2022
Corporate Severeign and
SEKm Private Small contral banks Muricipalites
Sweden 461,287 906,677 4,828 247 3620 .
Danmark — c o o
Findand 34,033 18,582 277 625 8421
Norway 33.800 91,418 118
Total 528,120 1,016,677 5,223 872 12,041
Exp d using the izod app! by
broken down by exposure class, detalls of capltal requirement
{for exposure classes where thers are exposures
2022
SEKm C t Other items
Swaden 27,423
Denmark
Finland 158
Norway 1,392
Total 26,970 [ 0 <]
IRB-approved sxposuras by country,
broken down into corporata and retall sxposures
201 Retail exposures
Comorate Sovereign and
SEKm Privats Small k contral banks Municipalitios
Swedan 411518 681,580 5154 570 3,290
Denmark 370 49,039 220
Finland 28,941 18,501 284 709 9241
Norway 28,962 85,370 102
Total 469,797 1,034,480 5,760 1,280 12,530
using the by country,
broken down by exposure class, detalls of capital requirement
for exposure classes where there are exposures
2021
SEKm C , Other items
Sweden 32,061 0
Denmark 799
Finlanc 187 1 0
Norway 1,300 5
Total 34,357 1 [}
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NOTES

NOTE 30 Cont.
LEVERAGE RATIO

“The table shows the leverage ratio at year-end 2021 and for the previous year. The exposures are specified for the categories balance sheet, derivative,
securities funding and off-balance sheet exposures. The laverage ratio is calcuiated as tier 1 capital divided by total exposures. The leverage ratio has

increased compared to the previous year.

LACom: Leverage ratio - common disclosura

2022

201

Levernge ratio for

Leverags ratio for

- - - exposurs - Capital exposurs — Capital
SEKm Diractiva Directive
On-balance sheet expotums (axciuding dérivatives and SFTs)
1 On-batance sheest items (sxcluding dervaiives, SFTs and fiduciary sssets, but including coltateral) 1,576,682 1,540,119
2 (Asset amounts in ng Tier 1 capital 3429 -1,440
a Total on-bal sheot axp SFTs, and P ) (total of lines 1 and 2) 1,580,111 1,538,679
Derivative exposures
2 Rer cost with a8 {l.o. ne: of eigible cash variation margin) 11,117 10,413
5 Add-0n amounts for patential future i with &% derivath hons (irsark-1o-miarkst method) 6.867 8,342
EU-52  Exposura dstermined under Original Exposure Mathod - -
6 Gross-up for derivatives colateral provided where deducied from the balance sheet assets pursuant 10 the epplicable
AC00uNting framework
7 {Deductions of recsivables assets for cash variation margin provided in derivatives transaclions)
a {Except for the central part of trade hat are cheared with this counterparty) -
g Adjstad etfective notional amount of written credit dervatives -
10 {Adiusted effaciive notional offsets and add-on deductions for written credit derivatives) - -
1 Total dertvatives exposures (sum of lines 4 to 10} 18,004 18,455
SFT exposures
12 Gross SFT assets (with no recogrition of netting), after adjusting for sales accounting transactions -
13 {Netted amounts of cash payabies and cash receivables of gross SFT essets) -
14 C 1y's cradit risk for SFT -
EU-14a I ion for SFTs: Cat ty Cradit risk n wilh Artictes 229bi{d) and 222 of
Reguiation (EU) No 5752013 -
15 foi i - -
EL-15a CCP leg of -cloared SFT - -
16 Total securitles financing transaction exposures {sum of iines 12 to,15a) - -
Other ofi-balance sheet Itams
17 Olf-balance sheel exposures ai gross notional amount 1 ]
18 {Adi tor to cradit squh £mounts) 4] -5
19 Other off-balance sheet exposures {sum of lines 17 and 18} 1 K}
in with Article 420(7) and 420(14) {on end off balance sheet)
EU-18a  {(niragroup exposures (solo basis) in with Articie 425(7) of Regulation [EU)
No 575/2013 {on and off balance shaell -27,154 -31,836
EU-196  (Exp n with Article 429{14) of Reguiation (EU) No 575/2013 (on and off balance sheet)) -
Capital end totel exposure measures
20 Tier 1 capital 53,643 51,910
4] Laveraga ratio total exposure measure (sum of ines 3, 11, 16, 19, EU-18a end EU-10b) 1,570,962 1,525,300
Leverage ratic
22 Leverage ratio 3.41% 3.40%
Choice on and amount of Yy ltams.
Transitional Transitional

EU-23  Choica on lransitional arrangements for the definition of the capital measune
EU-24  Amount of darecognised fiduciary items in accordance with Article 429{13) of Regulation (EU) No 575/2013
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NOTES
NOTE 30 Cont.
The table shows accounting assets and leverage ratio exposures at year-end 2021 and for the previous year.
The tatal exposura measure for the leverage ratio has increased compared {0 the pravious year,
LRSum: ¥ of assets and ge ratio 2022 201
SEKm Applicable amount Applicable amount
1 Total assets a8 por published financial statements 1,584,623 1,547,342
2 Adjustment for entities which are for ¥ but ara outside tha scopa
of leguiatory congolidation - - o - -
3 (Adsstment for fichciary assets recogrised on the bakanca sheet pursuant (o the applicable sccounting
framework but excluded from the leverage ratio 1olal exposure Measure in accondanca with Articke 429(13)
of Reguiation (EU) No 575/2013)
4 for financial 10.063 11.2h
- Adjustments for SFT exposures. -
& Adjustment for off-balance shest tems (i.e. conversion 10 Ccredi] equivalent amouns of olf-Datance sheet expasires) 1 3
EU-6a {Adx for i h from {he leverage ratio total exposure measure in accordance
with Article 429(7) of Regutation (EU) No 575/2013) -27,154 -31.836
EU-6b ¥ for from the leverape ratio tolat exposure meamrs i acoordance
with Articla 426(14) of Regutation (EU) Na 575/2013) -
7 Other adjustments 3429 -1,440
8 Leverage ratic total exposure measure 1,570,962 1,525,300
LASp!: Split-up of on-ba sheot i SF¥s and 2022 200
Leverage ratic for Loverage ratio for
exposure — Capital exposure - Capital
SEKm i Directive Directive
EU-1 Total on-balance -sheet (axchuting i SFTs, and of which: 1,565,838 1,526,738
EU-2 Tracting book exposures © 493
EU-3 Non-trading baok axposures, of which: 1,565,839 1,526,244
EU-4 Cowered bonds - -
EU-5 Exposures freated s soveraigns 3,657 4,715
EU-G E 10 regional g MO8, i organisations and PSE not treated &8 sovereigns. 0 -
EU-7 Institutions 286 -
EU-8 Secured by morigages of immovable properties 1,547,374 1,500,665
EU-8 Ratad exposures. 816 1,009
EU-10 Cocporate 12,504 10,882
EU-11 Exposures in default 1,142 969
EU-12 Other expogures (8.9. equity, securilisations, and other non-credit obigation assets) 0 6
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NOTES

NOTE 30 Cont.

COUNTERCYCLICAL CAPITAL BUFFER

Amount of institution-specific y capital buffer

SEKm 2022 2021
Total risk exposure amount 916,062 307,687
Institution-specific countercyclical capital buffer rate 10% o1
Institution-apeciic countercyckcal capital butfer requiremen 3317 209
Geographical breakdown of credit exp es rel ter the calculation of the yclical capital buffer 202+

The table shows a geographical breakdown of cradit exposures relevant for the calculation of the countercyclical capital buffer, The capital requirement for
the countercyclical capital buffer has increased compared to the previous year.

of cradit exp refevant for the calculation
of the courttercyclical capital buffer 2022 Braakdown by country
SEKm Sweden Norway Other countries Total
General cracdit exposures
vanse ing 10 the S8 [} 0 Q ']
Exposure valse according o IRB Approach 1,368,601 125,808 58,616 1,551,020

Trading book axposure
Sum of long and short positions in trading book.
Vatue of trading book expasura 1or internal modes

Securitisation exposures
vale 1o the BA)

Expesure value socording to IRB Approach
Own funds requirsment

of which genenal credit expasures 21,003 1.649 511 23,163

of which trading book exposures

of which securitisation exposuras
Total 2,003 1,642 511 23,183
Own funds welghting 80.7% 7.1% 22% 100.0%
Countercyclical capital buffer 2,825 412 1 3,038

] of credlt axp: relevant for the caicutation

of the countercyclical capital butfer 2021 Breakdown by country
SEKm Swaden Norway Other countries Total
Genoral credit exposures
Exposure value according tc the standardisad approach (S4) 4 5 1 [}
Exposure value according ta IRB Approach 1,204,077 114,950 101,044 1,510,041
Trading book sxposure

Sum of long and short positions in trading book
Value of trading book exposure for internal modets
Securitization exposures
valug ing to the star i (34)
Exposire vahe according to IRB Approach
Own funds requirement
of which general credit xposures 20,249 1,489 977 22,725
of which trading book exposuras
of which securilisation eposunes
Total 20,249 1,469 817 22,725
Own tunds weighting 88.1% 0.6% 4.3% 100.0%

Countercydlical capital buffer [} 187 427 614
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NOTE 30 Cont.

ENCUMBERED ASSETS

NOTES

The table shows encumbered and non-encumberad assets. The information is presented as quarterly median values for the previous twelve months.

E dand
SEKm

assets 2022

Falr value of
ancumbersd assets

Carrying amount
of ancumberad assats

Carrying amount of

Fair value of

assats

Asszots of the reporting Institution
Equity instruments
Kiterest-bearing sacuritied
of which coverad bangs
of which securities backed by oiher gssets {ABS)
of which issued by genaral govemments
of which issued by fnancial corporations
of which issued by non-fnancial corporations
Other assets

718,297 -

718,287 -

and essats 2021

SEKm

Fair value of
sncumbered assots

Carrying amount
of encumbered assets

Fair vatue of

Assets of the reporting Institution
Equity instruments
Interest-bezring sacurities
of which covered bonds
of which securities backed by other assels {ABS)
of which issued by general govemments
of which issued Dy financial conporations
of which issued by non-financial corporations
Otber asssts

COLLATERAL RECEIVED

682,518 -

682,518 -

The information is presented as quarterly median values tor the previous twelve months.

Collateral raceived 2022

SEKm

Fair value of encumbared
coliateral raceived or own
interost-bearing securities issuad

Non-encumbered

Fair value of collateral received or
own intarest-bearing securities issusd
available for sncumbrence

o |

by the reporting Instl

Approved cradit Emits

Ecraty instruments

Intecast-bearing sacurities

of wihich covenad bonds

of which sacurities backed by other assats (ABS}

of which issued by genardl gavemments

of which issued by financial corporations

of which issued by non-fnancial corporations

Loans and advances other than loans on demand

Cther cotateral received

Own debt securities issued other than own covered bonds of securities backed
by oiner assets

Owm coverad bonds and asset-backed sacurities issued but not yet pladged
Total assets, collateral recsived and cwn Intarest-bearing securities kssued

SOURCES OF ENCUMBRANCE

ha207

The information is presented as quarterly median values for the previous twelve months.

Sources of encumbrance 2022 Assets, collateral received and own
Matching lizbilities, interest-bearing securities issued other
contingent liabllithes than covered bonds and encumbered
SEKm or sacurities lent socurities backed by other assets
Carrylng amount of selected financial llabilities 545,228 718,297

Stadshypotek is part of the banking group led by Handelsbanken and the requirement for informiation according to Pillar 3 in CRR/CRD IV is fulfiled by
Handelsbanken's information according to Piltar 3, which is available at handelsbanken.com.
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NOTES

NOTE 31 Material events after the balance sheet date
Cacilia Hasselbo will take over as Chief Exacutive of Stadshypotak AB on 1 May 2023.

NOTE 32 Proposed appropriation of profits
The Board proposes that the profits be carried forward to the naxt year. The Board's proposed appropriation of
profits is shown on page 14. A » . _

Table of information items not disclosed under EBA/GL/2014/14

to which

Description Reasons for non-disciosurs’ nformation

The approved levels for risk to which the institution is exposad. Limit levets regarding the Bank's risk toerance are sirictly Key figurea and risk maasiures on which the kmit levels are
ial. The i ion relates 1o ith ) besad are stated in the report.

 Non-thaciosad informiation i avaiabie 1o e supenvigony authonity,
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SIGNATURES OF THE BOARD AND THE CHIEF EXECUTIVE

Signatures of the Board and

the Chief Executive

We hereby deciara that the Annual Report has been prepared in accordance with generally
accepted accounting practices for credit market companies in Sweden, that these
accounts give a fair presentation of the company’s financial position and performance, and that the statu-
tory administration report provides a fair view of the company's operations, financial position and perfor-
mance and describes material risks and uncertainties to which the company is exposed.

Steckholm, 6 February, 2023

Gdran Stille
Chair
Michael Bertorp Martin Bidmberg
Board member Board member

Michae! Steme
Board member

David Haqvinsson
Chief Executive

Linda Hellstrdm
Board member

Helena Hakansson
Employee representative,
Board member
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AUDITOR'S REPORT

Auditor’s report

Unofficial translation

To the general mesting of the shareholders of Stadshypotek AB (publ), corporate identity number 556459-6715

REPORT ON THE ANNUAL ACCOUNTS
Opinlans

We have audited the annual accounts and con-
solidated accounts of Stadshypotek AB (publ}
for the year 2022. The annual accounts and
consolidated accounts of tha company are
included on pages 4-81 in this document.

In our opinion, the annual accounts have
besn prepared in acoerdance with the Annual
Accounts Act for Credit Institutions and Securi-
ties Companies and present fairly, in all material
respects, the financial position of the company
as of December 31, 2022 and its financial per-
formance and cash flow for the year then ended
in accordance with the Annual Accounts Act for
Credit Institutions and Securities Companies.

A corporate governance statement has been
prepared. The statutory administration report
and the corporate governance statement are

KEY AUDIT MATTERS

consistent with the other parts of the annual
accounts and consolidated accounts, and the
corporate governancs statement is in accord-
ance with the Annual Accounts Act for Credit
Institutions and Sacurities Companies.

Wa therefore recommend that the general
meeting of shareholders adopts the income
statement and balance sheet for the company.

Qur opinions in this report on the annual
accounts and consolidated accounts are con-
sistent with the content of the additional report
that has been submitted to the company's audit
committes in accordance with the Audit Regu-
lation (537/2014} Article 11.

Basis for Opinions

We conducted our audit in accordance with
Intemational Standards on Auditing (ISA) and
generally accepted auditing standards in

Sweden. Our responsibilities under those
standards are further described in the Auditor's
Responsibilities saction. We ara independent of
the company in accordance with professional
ethics for accountants in Sweden and have oth-
enwise fulfilled our ethical responsibilities in
accordance with these requirements. This
ncludes that, based on the best of our knowl-
edge and belief, no prohibited services referred
toin the Audit Regulation (637/2014) Article 5.1
have been providad to the audited company or,
where applicable, its parent company orits con-
trolled companies within the EU.

We believe that the audit evidence we have
obtained is sufficient and appropriate to provide
abasis for our opinions.

Key audit matters of the audit are those matters that, in our professional judgment, were of most significance in our audit of the annual accounts and
consolidated accounts of the current period. These matters were addressed in the context of our augit of, and in forming our gpinion thereon, the
annual accounts as a wholg, but wa do not provide a separata opinion on these matters. For each matter below, our description of how our audit

addressed the matter is provided in that context.

We have fulfiled the responsibilities described in the Auditor's responsibilities for the audit of the financlal statements section of our report, including
inrelation to these matters. Accordingly. our audit included the performance of procedures designed to respond to our assessment of the risks of
material misstatement of the financial statements. The results of our audit procedures, including the procedures performed to address the matters
below, provide the basis for our audit opinion on the accompanying financial statements.

Provision for expected credit losses

Detailed information and description of the area is prasented in the annual accounts. Credit risk exposure and how it is handled is described in note 2
on page 28. The company's reported expected credit losses are specified in note 8 on page 42. Regarding the area relevant accounting policies for
the company, these can be found In note 1, section 11 on page 23.

Key audit matters

As of 31 December, 2022 lending to the public
amounts to 1,565,815 (1,525,915) SEKm
which amount to 99% of total asseats. The total
credit risk exposure, including off-batance com-
mitments, amounts to 1,582,825 SEKm.

Provision for expected credit losses on lend-
ing to the public amounts to 221 {185) SEKm
for which 1686 (106) SEK mis based on mode!
based calculations (Stages 1 and 2) and 55
(79) SEK m is based on manual calculations
(Stage 3).

Dua to the complexity of the calcutation and
the fact that it requires the company to make
estimates and assumptions with a significant
impact on reported amounts, provisioning for
expected credit losses is considered akey
audit matter.

How our audit addressed the
Key audit matter
We have evaluated whether the company's
assessmertt of probabiliity of default, loss given
default, exposure at default and expected credit
loss as well as significant increase in credit risk
isin accordance with IFRS 9.

We have obtained an understanding of
and tested the design of key controls in the
credit process including credit decision,
credit review, rating classification as well as
identifying and determining ¢redits deemed
to be in defautt. We have also tested controls
refated to input to model data and general IT
controls including handling of authorization
for these systems. Our assessment is that we
can have a control-basad approach in our
audit.
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Furthermore, we have on a sample basis chal-
lenged the company's initial and current credit
rating. We have tested that data used from sup-
porting systems used in the model is complete
and accurate.

We have reviewed and assessed the mode!
including assumptions and parameters and
checked the functionality of the model. We have
also reviewed and assessed the outcome of the
model validations that have been camried out
and assessed the reasonableness of the mac-
roeconomic data used. In our audlt, we used
our internal model specialists to support us
when performing the audit procedures.

We have alsc reviewed that the disclosures
in the financial reports regarding credit risk are
appropriate.
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Other Information than the annual accounts
This docurment also contains other information
than the annual accounts and is found on pages
1-3 and 85-89. The Board of Directors and the
Managing Director are responsible for this other
information.

Qur opinion on the annual accounts does not
cover this other information and we do not

Responsibilities of the Board of Director’s
and the Managing Director

The Board of Directors and the Managing
Director are responsible for the preparation

of the annual accounts and that they give a fair
presentation in accordance with the Annual
Accounts Act for Credit Institutions and Securl-
ties Companies. The Board of Directors and the
Maraging Director are also responsible for such
internal control as they determine is necessary
to enable the preparation of annual accounts
that are free from material misstaternent,
whether dua to fraud or error.

In preparing the annual accounts, The Board
of Directors and the Managing Director are
responsible for the assessment of the compa-
ny's ability to continue as a going cancern.
They disclose, as applicable, matters related
to going concern and using the going concem
basis of accounting. The going concem basis of
accounting is however not applied if the Board
of Directors and the Managing Director intend
to liquidate the company, to cease operations,
or has no realistic afternative but to do so.

The Audit Committee shall, without prejudice
to the Board of Director's responsibilities and
tasks in general, among other things oversee
the company’s financial reporting process.

Auditor’s responsibility

Qur objectives are to obtain reasonable assur-
ance about whether the annual accounts as

a whole are free from material misstatement,
whether due to fraud or error, and to issue an
auditor's report that includes our opinions. Rea-
sonable assurance is a high leve! of assurance,
but is not a guarantee that an audit conducted
in accordance with ISAs and generally accepted
auditing standards in Sweden will always detect
a material misstatement when it exists. Mis-
statements can anse from fraud or error and are
considered material if, individually or in the

express any fonn of assurance conclusion
regarding this other information,

in connection with our audit of the annual
accounts, our responsibility is to read the infor-
mation identified above and consider whether
the information is materially inconsistent with
the annual accounts. In this procedure we also
take into account our knowledge otherwise

aggregate, they could reasonably be expected
toinfluence the economic decisions of users
taken on the basis of these annual accounts
and consolidated accounts.

As part of an audit in accordance with ISAs,
we exercise professional judgment and maintain
professional skepticism throughout the audit.
We also:

o Identify and assess the risks of material mis-
statement of the annual accounts, whether
due to fraud or error, design and perform
audit procedures responsive to those risks,
and obtain audit evidence that is sufficient
and appropriate to provide a basis for cur
opinions, The risk of not detecting a material
misstaternent resulting from fraud is higher
than for one resulting from error, as fraud may
involve collusion, forgery, intentional omis-
sions, misrepresentations, or the override
ofintenal control.

Obtain an understanding of the company’s
intemnal control relevant to our audit in order
to design audit procedures that are appropri-
ate in the circurnstances, but not for the pur-
posse of expressing an opinion on the effec-
tiveness of the company's intemal control.
Evaluate the appropriateness of accounting
policies used and tha reasonableness of
accounting estimates and related disciosures
made by the Board of Directors and the
Managing Director,

Conclude on the appropriateness of the
Board of Directors’ and the Managing Direc-
tor's use of the going concem basis of
accounting in preparing the annual accounts.
We also draw a conclusion, based on the
audit evidence obtained, as to whether any
material uncertainty exists related to events
or conditions that may cast significant doubt
on the company's ability to continue as a
going concerm. Ifwe conclude that a material
uncertainty exists, we are required to draw

AUDITOR'S REPORT

cbtained in the audit and assess whether the
information ctherwise appears to be materially
misstated.

If we, based on the work performed concern-
ing this information, conclude that thereis a
material misstatement of this other information,
we are required to report that fact. We have
nothing 1o report in this regard.

attention in our auditor’s report to the related
disclosures in the annual accounts or, if such
disclosures are inadequats, to modify cur
opinion about the annual accounts. Our con-
clusions are based on the audit evidence
obtained up to the date of our auditor's
report. However, future events or conditions
may cause a company to cease to continue
as a geing ooncem.

Evaluate the overall presentation, structure
and content of the annual accounts, includ-
ing the disclosures, and whether the annual
accounts represent the underlying transac-
tions and events in a manner that achieves
fair presentation.

We must inform the Board of Directors of,
among other matters, the planned scope and
timing of the audit. We must also inform of sig-
nificant audit findings during our audit, including
any significant deficiencies in intemal control
that we identified.

We must also provide the Board of Directors
with a statement that we have complied with
relevant ethical requirements regarding inde-
pendence, and to communicate with them aff
relationships and other matters that may rea-
sonably be thought to bear on our independ-
ence, and where applicable, related safeguards.

From the matters communicated with the
Board of Diractors, we determine those matters
that were of most significance in the audit of the:
annual accounts, including the most important
assessed risks for material misstatement, and
are therefore the key audit matters. We describe
these matters in the auditor's report unless law
or regulation precludes disclosure about the
matter.
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AUDITOR'S REPORT

REPORT ON OTHER LEGAL AND
REGULATORY REQUIREMENTS

Opinions

In addition to our audit of the annual accounts,
we have also audited the administration of the
Board of Directors and the Managing Director of
Stadshypotek AB (publ) for the year 2022 and
the proposed appropriations of the company's
profit or loss.

We recommend to the general meeting of
shareholders that the profit be appropriated in
accordance with the proposal in the statutory
administration report and that the members
of the Board of Director's and the Managing
Director be discharged from liability for the
financial year.

Basis for Opinions
We conducted the audit in accordance with
generally accepted auditing standards in Swe-
den. Qur responsibilities under those standards
are further described in the Auditor's Responsi-
bilities section. We are independent of the com-
pany in accordance with professional ethics for
accountants in Sweden and have otherwise ful-
filed our ethical responsibilities in accordance
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 Directors is responsible for the
proposal for appropations of the company's
profit or loss. At the propesal of a dividend, this
includes an assessment of whether the dividend
is justifiable considering the requirements which
the company's typa of operations, size and
7isks place on the size of the company’s equity,
consolidation requirements, liquidity and posi-
tion ingeneral,

The Board of Directors is responsible for the
company's organization and the administration

of the company’s affairs. This includes among
other things continuous assessment of the
company's financial situation and ensuring that
the company’s organization Is designed so that
the accounting, management of assets and the
company’s financial affairs otherwise are con-
trolled in a reassuring mannear. Tha Managing
Director shall manage the engoing administra-
tion according to the Board of Directors® guide-
lines and instructions and among cther matters
take measures that are necessary to fuffill the
company’s accounting in accordance with law
and handle the management of assets ina
reassuring manner.

Auditor's responsibility

Our chjective conceming the audit of the

administration, and thereby our opinion about

discharge from liability, is to obtain audit evi-
dence to assess with a reasonable 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 give rise to liability
to the company, or

* inany other way has acted in contravention
of the Companies Act, the Banking and
Financing Buslness Act, the Annual Accounts
Act for Credit Institutions and Securities
Companies or the Articles of Assaciation.

QOur objective concemning the audit of the pro-
posed appropriations of the company’s profit or
loss, and thereby our opinion about this, is to
assess with reasonable degree of assurance
whether the proposal is in accordance with the
Companies Act.

Reasonable assurance is a high ievel of
assurance, but is not a guarantee that an audit
conducted in accordance with generally
accepted auditing standards in Sweden will
ahways detect actions or omissions that can
give rise to fiability to the ¢company, or that the
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proposed appropriations of the company's
profit or loss are net in acoordance with the
Companies Act.

As part of an audit in accordance with gener-
ally accepted auditing standards in Sweden, we
exercise professional judgment and maintain
professional skepticism throughout the audit.
The examination of the administration and the
proposed appropriations of the company's
profit or loss is based primarily on the audit of
the accounts. Additional audit procedures per-
formed are based on our professiona! judgment
with starting point in risk and materiality. This
means that we focus the examination on such
actions, areas and refationships that are mate-
rial for the operations and where deviations and
violations would have particular importance for
the company's situation. We examine and test
decisions undertaken, support for decisions,
actions taken and other circumstances that are
relevant to our opinion conceming discharge
from liability. As a basis for our opinion en the
Board of Directors' proposed appropriations of
the company's profit or loss wa examined the
Board of Directors’ reasoned statement and a
selection of supporting evidence in order to be
able to assess whether the proposalis in
accordance with the Companies Act.

PricawaterhouseCoopers AB, Torsgatan 21,
113 87 Stockholm, was appointed auditor of
Stadshypotek AB {publ) by the general meeting
of the sharehclders on March 28 2022.

Stockholm February 24, 2023
PricewaterhouseCocpers AB

Johan Rippe
Authorized Public Accountant
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Stadshypotek’s bonds

STADSHYPQTEK'S BONDS

Nominal
Coversd bonds, SEK Interest Maturity amount,
Loan na. Interest rate, % Loan date due dutes date SEK "000
EMTNCE 328 2011-11-01 11-03 2026-11-03 2.000.000
1587 1.50 2017-10-089 06-01 2023-08-01 58,316,000
1588 1.50 20180917 03-01 2024.03-01 67,950,000
1589 1.50 2019-06-10 12-03 2024-12-03 69,430,000
1590 1.00 2020-01-28 09-03 2025-00-03 68,360,000
15 0.50 2020-1018 06-01 2026-08-01 71,150,000
1582 1.00 2021-10-18 03-01 2027-03-01 81,600,000
1593 250 2022-08-25 12-01 2027-12-01 31,000,000
1594 2.00 2018-06-28 03-01 2028-09-01 38,766,000
1508 150 W21-065:26 09-03 2031-08-03 1,786,000
2006 1.81 2014-11-18 125 2025-11-25 400,000
2020 3M STIBOR 2020-03-23 02-03, 05-03, 08-03, 11-03 2023-09-00 6,550,000
2021 3M STIBOR 2021-08-08 02-01, 05-01. 08-01, 11-01 2025-08-01 8.000.000
2022 254 20220419 04-27 2037-04-27 500,000
2023 3M STIBOR 202205-08  01-05, 04-08, U705, 1005 2026-01-05 750,000
2024 3M STIBOR 2022-05-17 03-03, 0€-03, 08-03, 1203 2025-12-03 8,100,000
2025 3M STIBOR 2022-10-20 01-04, 04-04, 07-04, 10-04 2027-10-04 2,750.000
Tota! 515,428,000

Nominal
Covered bonds, foreign currency Intarest Maturity emount,
Currency Amournt interest rats, % Loen date due dates date SEK 000
EUR 1,250,000 0.3750 20180215 02.22 2029-02-22 13,919,303
EVR 500,000 03750 70214 022 2028-02-21 5,567,721
EUR 750,000 0.3750 2017-11-28 12-08 2024-12-06 8,351,582
EUR 1,000,000 0.5000 2018-07-04 Q7-11 2025-07-11 11,135,442
EuR 1,250,000 0.3750 2015-03-06 03-13 2026-03-13 13,919,302
EUR 500,000 0.125¢ 2016-08-27 10-05 2026-10-05 5567721
EUR 500,000 0.7500 2017-10-24 11-01 20274101 5,567,721
EUR 1,000,000 0.0100 2020-11-17 11-24 2028-11-24 11,135,442
EUR 1,000,000 26250 2022-09-20 08-27 2029-09-27 11,135,442
EUR 1.000,000 0.0100 2021-09-23 08-30 2030-09-30 11,135,242
EUR 100,000 1.4440 2018-04-16  04-18 2038-04-19 1,113,544
EUR 100,000 15445 20180515 05-24 2038-05-24 1,113,544
GBP 650,000 SONIA 2018-01-04 01-11,04-11,07-11.10-11 2023-01-11 8,171,038
NOK 5,000,000 M NIBOR 2018-03-22 0321, 06:21,00-21,1221 2023-06-21 5,297 810
NOK $.000,000 3M NBOR 20190312 03-19, 06-16,09-19, 1219 20244318 5,297,610
NOK 6,000,000 M NIBOR 2020-06-16 (3-24, 06-24, 09-24, 12-24 2025-08-24 8,357,132
NOK 8,000,000 3M NBOR 20210216 (310, 06-10,09-10, 12-10 2026-63-10 8,476,176
Total 133,261,770

Neminal
Senior Non—pretered Notes Interest Maturity amount,
Currsncy Intarest rate, % |oan date due dates dats SEX '000
SEK 3M STIBOR 2021-06-28 02-24, 06-29, 09-29, 12-28 2026-06-29 4,000,000
SEK 3M STIBOR 2021-12-09 03-13,06-13, 09-13, 12113 2027-12-13 5,000,000
SEK 3M STIBOR 2021-12-09 03-13,06-13, 08-13, 12-13 2028-12-13 5,000,000
SEK 3M STIBOR 2022-11-14 02-15, 05-15, 08-15, 11-15 2029-11-18 7.500,000
SEK AM STIBOR 2002-11-34 02-15, (05-15, 08-15, 1115 2030-11-15 7,500,000
Total 24,000,000

Change in

Total bonds, SEK "000 2022 Nominal amount
Covered bonds, SEK 31,505,000 515,428,000
Cavared bonds, foreign curmency <7.,572,842 133,261,770
Senior Non-prefertad Notes 15,000,000 29,000,000
Total 38,932,158 677,688,770
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CALCULATION OF KEY FIGURES

Calculation of key figures

For definitions, see page 87.

Retun on oquity

SEKm 2022 201 2020 2019 208
Equity 54,715 57,850 £2,335 61,524 57,870
Adpsiment hedge reserve 3838 -866 2728 2,264 -699
Raturn of Growp contribution, net 7.940 8,734 8,880 7388 5772
Total ad)usted equity 66,453 85,618 88,569 668,648 62943
Adjusted equity, sverage' 64,980 85,428 €6,708 84,252 60,810
Profit for ihe year 10,037 10,356 10,080 9,771 0.672
Rstumn on aquity, % 15.4 158 151 15.2 159

1 Average closing balance for 1he past five quavters.
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Definitions

" ALTERNATIVE PERFORMANGE MEASURES

Alternative Performance Measures (APMS) are financial measures of hig-
torical and future performance, financial pasition or cash flow that are
defined in neither IFRS nor the Capital Requirements Regulation.

Stadshypotek uses APMs to describe the performance of the cperations
and to increase comparability between periods. These need not be
¢omparable with similar key figures (performance measures) presented
by other companies.

Proportion of loans in Stage 3
Net loans to the public Stage 3 in relation to gross keans 1o the public.

Return on total assets
Profit for the year in relation to average total assets.

Benchmark programme

Covered bonds are issued in the company's own name and as part
of a joint funding programma. The bonds have a fixed coupon yield
or a floating rate.

Mortgage loans
Lending in a mortgage institution.

C/lratio

Total expenses in relation to total incoms. The C/l ratio Is calculated
before and after credit losses, including any changa in the valua of repos-
sessed property.

Credit loss ratic as a percentage of loans to the pubfic
Credit losses on loans to the public in refation to loans to the public at the
beginning of the period.

DEFINITIONS

Net interest margin
Net interest income in relation to average total assets.

Reserva ratio Stage 1 loans to the pubtic
Provisions Stage 1 loans to the public in refation to gross loans
to the public Stage 1.

Reserve ratio Stage 2 loans to the public
Provisions Stage 2 loans to the public in relation to gross loans
to the public Stage 2.

Raserve ratlo Stage 3 loans to the public
Provisions Stage 3 loans to the public in relation to gross loans
to the public Stage 3.

Earnings per shara

Profit for the year attributable to holders of ordinary shares divided by the
average number of outstanding shares. Where applicable, the dilution
effect is taken into account.

Retum on equity
Profit for the year in relation to average equity adjusted for rights issues,
dividends and changes in the value of derivatives in cash flow hedges.

Total reserve ratio, loans to the public
Total provisions loans to the public in refation to gross loans to the public.
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DEFINITIONS

" KEY FIGURES DEFINED IN THE GAPITAL REQUIREMENTS

REGULATION

Additional tier 1 capital

Additional tier 1 capital comprises perpetual subordinated loans which
meet tha requirements stated in Regulation (EU) No 575/2013 and can
therefore be included in the tier 1 capital.

Capital requirement

The statutory capital requirement means that an institution which is sub-
Ject to CRR must have a common equity tier 1 ratio of at least 4.5 per
cent, a tier 1 ratio of at least 6 per cent and a total capital ratic of at least
8 per cent. This means that own funds for the respective ratio must be at
least the stated percentags of the risk exposure amount. For definitions
of tha respectiva cwn funds amounts, see Common equity tier 1 capital,
Tier 1 capital and Total capttal. In addition to the general requirements,
the supervisory authority may add institution-specific requirements in
accordance with the second pillar of the regufations.

Comman equity tier 1 capital

Common equity tier 1 capital is one of the components of own funds and
mainly comprises equity. Ceductions are made for dividends generated,

goodwill, and other intangible assets and also the difference between an
expected loss and provisions made for probable credit losses.

Common equity tier 1 capital available for use as a buffer
The commen equity tier 1 ratio after a deduction for the part of common
equity tier 1 capital required to comply with all formal requirernents.

Common equity tier 1 ratio
GCommon equity tier 1 capital in relation to risk-weighted exposure
amount.

Credit conversion factor {CCF)

The factor that is used when calculating the exposure amount for
unutilised overdraft facilities, credit commitments, guarantees and
other off-balance-sheet commitmeants.

Exposure amount

Exposure amount (exposura at default) is the amount which is subject to
capital adequacy requirements. The amount is calculated taking into
account interest rates and fees. Amounts relating to off-balance-sheet
itemns are recalculated using a credit conversion factor {CCF). For deriva-
tives, the exposure amount is calcuiated as posttive MTM (mark-to-mar-
ket) plus value change risk, i.e. the nominal amount muttiplied by the
upward adjustment factor.

Exposure valus

Exposure value is the same as exposure amount. The concept of
exposure value is used in the standardised approach for credit risk.
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Leverage ratio

Tier 1 capital in relation to total assets, Including certain off-balance-sheet
itams recalculated with credit conversion factors defined in the standard-
ised approach and reguiatory adjustments from own funds.

Own funds/Total caphtal
Own funds are the sum of tier 1 and tier 2 capital.

Risk exposure amount

The capital requirement in accordance with CRR, multiplied by 12.5.
The risk exposure amount is used in connection with market risk and
operational risk.

Risk weight
A measure to describe the level of risk an exposure is expected to have
according to the capital adequacy regulations.

Risk-weighted assets
Total risk exposure amounts, The statutory capital requiremertt is based
on this.

Risk-weighted

exposure amount

Exposure amount muttiplied by risk weight. Risk-weighted exposure
amounts are used in connection with credit risks, including counterparty
risks.

Tier 1 capital
Commen equity tier 1 capital including additional tier 1 capital.

Tier 1 ratio
Tier 1 capital in relation to risk-weighted exposure amount.

Tier 2 capltal

Tier 2 capitalis a sub-component of own funds and comprises, among
other things, subordinated loans and puttable financial instruments
classified as equity which meet the requirements stated in Regulation (EU})
No 575/2013 and can therefore be included in tier 2 capital.

Total capital ratic
Total own funds for capital adequacy purposes in relation to risk-weighted
assels.

Total risk-weighted exposura amount
Total risk exposure amount is the sum of risk exposure amount and
risk-weighted exposure amount.
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FACTS ABOUT THE COMPANY

Facts about the company

- - Reglstered name: Stadshypotek AB (pubf) -
Cormporate identity no: 556453-6715
Date of registration: 23 Decemnber 1882
Registered office: Stockholm

Share capital: SEK 4,050,000,000, registered on 22 December 1897. The
lowest and highest permissible share capital according to the Articles of
Association is SEK 2,000,000,000 and SEK 8,000,000,000 respectively.

Number of shares: 162,000 shares with a quotient value of SEK 25,000 per
share.

Number of votes per share:Each shara carries one vote.

Convertible debt, etc.:The company has not issued any debt instruments
which can be converted into or exchanged for shares, or which entail the right
to subscribe to new shares.

Ownership:A subsidiary of Svenska Mandelsbanken AB (publ), corporate
identity number 502007 -7862. The Bank publishes consolidated annual
accounts in which Stadshypotek AB s included.

ADDRESSES

Stadshypotek AB

Office address: Torsgatan 14

Postal address: 103 70 Stockhoim, Sweden
Telephone: Fax: +46 {0}8 701 5540
Website: stadshypotek.se

Handelsbanken Kredit

Oftice address: Hawmeholmen 29

Postal address: DK-1561 Copenhagen V, Denmark
Telephone: +45 (046 7912 00

Stadshypotek AB (publ}, branch operations in Fintand
Office address: Ostersjbgatan 11-13

Postal address:FI-00180 Helsinki, Finland

Telephone: +358 (0)10 444 11

Handelsbanken Eiendomskreditt
Office address: Tjuvhoimen Allé 11
Postal address: Pestboks 1342 Vika
NC-0113 Oslo, Norway

Telephone: +47 (0j22 39 7000

ESC rsee crosezs

€ Morchk: Bwan Ecotsbel, prirded matter, 3041 G228
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