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Organisasjonanr: 991 303 §95
HANDELSBANKEN EIENDOMSKREDITT
FILIAL AV STADSHYPOTEK AB
RESULTATREGNSKAP

Belep i: SEK Note 2020 2019

RESULTATREGNSKAP
Renteinntekter og
lignende inntektexr
Renteinntektexr heregnet
etter
effektivrentemetoden av
utlan til og fordringer

pd kunder 22 097 000 000 21 82% 000 000
Sum renteinntekter og
lignende inntektexr 22 097 000 Q00 21 82¢ 000 000

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

kunder 7 457 000 000 7 832 000 000
Sum rentekoatnader og

lignende kostnader 7 457 000 000 7 832 000 000
Netto renteinntekter 14 640 000 000 13 997 000 000

Provisjonsinntekter og
inntekter fra banktjenester 14 000 000 13 000 000

Provisjonskostnader og
kostnader ved banktjenester 42 000 000 44 000 000

Utbytte og andre

inntekter av

egenkapitalinastrumenter

Sum utbytte og andre

inntekter av

egenkapitalinstrumenter a 0

Netto verdiendring og

gevinst/tap pa valuta og

finansielle instrumenter

Netto verdiendring og

gevinst/tap pad

rentebzrende verdipapirer 68 000 000 67 000 000
Sum netto verdiendring og

gevinest/tap pd valuta og

finansielle instrumenter 68 000 000 67 000 000

Andre driftsinntekter 1 000 000 1 000 000

Lenn og andre

personalkestnader 88 000 000 71 000 000
Utskriftsdato 03.07.2021 Organisasjonsnr 991 303 995 Side 1 av 4
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Andre driftskostnader 1 723 000 000 1l 544 000 000

Av-/nedskrivninger,

verdiendringer og gevinst/

tap pd ikke-finansielle

eiendeler

Avskrivninger 20 000 000 9 000 000
sum av-/nedskrivninger,

veérdiendringer og gevinst

tap pA ikke-finansielle

eiendeler -20 000 000 -9 000 000

Kredittap pd utldn,

garantier mv. og

renteberende verdipapirer

Kredittap pd utlan malt

til amortisert kost eller

virkelig verdi med

verdiendring over andre

inntekt 8 9 000 000 -9 Q00 000
Ssum kredittap pd utlldn,

garantier og rentebarende

verdipapirer 9 000 000 -9 000 000
Resultat for skatt fra

viderefort virksomhet 12 841 000 000 12 419 000 000
Resultat etter skatt fra

viderefert virksomhet 12 841 000 000¢ 12 419 000 000
Resultat feor andre

inntekter og kostnader 12 841 000 000 12 419 000 000

Andre inntekter og
kostnader

Skatt pa andre inntekter
og kostnader som ikke
blir omklassifisert til

resultatet 2 761 000 000 2 648 000 000

Sum andre inntekter og

kostnader -2 761 000 000 -2 648 000 Q00

Totalresultat for

regnaokapsiret 10 080 000 000 9 771 000 000
Utskriftsdato 03.07.2021 Organisasjonsny 991 303 995 Side 2 av 4
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Organisasjonsnr: 991 303 995
HANDEL SBANKEN EIENDOMSKREDITT
FILIAL AV STADSHYPOTEK AB
BALANSE

Belep i: SEE Note 2020 2019

BALANSE - EIENDELER

Ttldn til og fordringer

pa kredittinstitusjoner

og finansieringaforetak

Utldn og fordringer pa

kredittinstitusjoner og

finansieringsforetak til

amortisert kost 15 007 000 000 11 544 000 00C
Sum utlin og fordringer

pd kredittinstitusjoner

og finansieringsforetak 15 007 000 000 11 544 000 000

Utldn til og fordringer
pa kunder
Utldn og fordringer pi

kunder til amortisert kost 1 439 328 000 000 1 372 940 000 000
Sum utldn og fordringer
Pa kunder 1 435 328 000 000 1 372 940 000 000

Renteberende verdipapirer
Rentebarende verdipapirer

til amortisert kost 12 000 000 25 000 000
Sum rentebarende
verdipapirer 12 000 000 25 000 000

Finansielle derivater
Finansielle derivater 11 955 000 000 18 027 000 000

Aksjer, andeler og andre
egenkapitalinatrumenter
Aksjer, andeler og andre

egenkapitalinstrumenter 121 000 000 120 000 000
Varige driftamidler

Sum varige driftsmidler 0 0
Andre eiendeler

Andre eiendeler 1 180 000 000 207 000 000
Sum andre eiendeler 1 180 000 000 207 000 000
SUM EIENDELER 1 467 603 000 000 1 402 863 000 000

BALANSE - GJELD 0OG
EGENKAPITAL

GJELD
Innldn fra

kredittinatitusjoner og
finansieringsforetak

Utskriftsdato 03.07.2021 Organisasjonsnr 991 303 995 Side 3 av 4
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Innlan fra
kredittinstitusjoner og
finansieringsforetak til
amortisert kost

Sum innldn fra
kredittinstitusjoner og
finansieringsforetak

Innskudd_og_andre_innlan

768 567 000 000

768 567 000 000

695 716 000 000

695 716 000 000

fra kunder
Sum innskudd og andre
innldn fra kunder

Gjeld atiftet ved
utstedelse av verdipapirer
Gjeld stiftet ved
utstedelse av
verdipapirer til
amortisert kost

Sum gjeld stiftet ved
utstedelse av verdipapirer

Finansielle derivater
Finansielle derivater
Annen gjeld
Annen gjeld

Avsetninger
Forpliktelser ved utsatt
skatt

Andre avsetninger

Sum avaetninger

Ansvarlig lanekapital
Sum ansvarlig ldnekapital

Fondsobligas jonskapital
Sum fondscobligasjonskapital

sum gjeld

EGENKAPITAL

Innskutt egenkapital
Preferanseaksjekapital
Annen innskutt egenkapital
Sum innskutt egenkapital
Opptjent egenkapital
Annen egenkapital

Sum opptjent egenkapital
Sum egenkapital

SUM GJELD OG EGENKAPITAL

Utskriftsdato 03.07.2021

622 083 000 000

622 083 000 000

2 417 0006 000

11 446 000G 000

708 000
47 000
755 000

000
000
Q00

1 405 268 000 000

4 050
32 556
36 606

000
000
000

000
000
000

25 72% 000

000

000
000

62 335 000 000

1 467 603 000 000
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%Stadshypotek

- a Handelsbanken company
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Highlights of the year

January-December 2020 compared with January-December 2019

Income increased by SEK 647 million = Operating profit increased by

to SEK 14,681 million (14,034). SEK 422 million to SEK 12,841 million
(12.419).

Expenses before credit losses

increased by SEK 207 million to Profit after tax increased by SEK 309

SEK -1,831 million {-1,624}. million to SEK 10,080 million (9.771).

Net credit losses totalled Loans to the public grew by 5 per cent,

SEK -9 million (9). or SEK 66 billion, to SEK 1,439 billion
(1.373).

FINANCIAL CALENDAR 2021

16 July Interim report January—June 2021

This report I also avalabla in Swedish, In the event of discrepancles,
the Swedish original will supersada the English version.

01.07.2022 kl 20:30 Brgnngysundregistrene Side 8 av 96
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A WORD FROM THE CHIEF EXECUTIVE

A review of the year

In 2020, we maintained our market position as the second largest player on the Swedish mortgage
market. According to the SKI Mortgage survey. the confidence our customers have in us has

grown.and-we have now-regained-our position-at the top-of customer satisfactiorn ratings among

comparable major banks. We intend to make good use of this confidence 10 atiract new customers.
By offering a mote digitalised product offering, we will be able to reach more of the 78 per cent of
Sweden’s mortgage customers who haven't yet chosen us as their provider. I am convinced that our
customer focus, coupled with more digitat solutions, will help us increase our market share further.

In many ways, 2020 has been a challenging
year for all of us. Despita these challenges,
Stadshypotek has continued to increase its
lending volumes in all countries where the
company operates, and in Sweden,
Stadshypotek secured the market's largest
share of the net flow for mortgages in 2020.
At the same tima, Stadshypotek is preparing
for a clear change of focus, which will involve
an even greater focus on tha customer.

We are wilnessing the continued transition
to greenar soltions. More and more property
OwWners want greener assets or are looking for
green financing solutions - a clear sign that
sustainabiity topics are becoming increasingly
important to both consumers and investors.
Sustainability in the form of a responsible and
fong-term approach, as sean from a consumar,
community and employea perspective, ae quite
simply essential to be regarded as an attractive
company. This is well suited to our business
model, where long-term refations with customers,
the local community and employees are some
of the cornerstones of cur corporata culture.

The interest in sustainability-related financing
will continue to grow over the coming years,
Since 2019, we have been offering a green
mortgage, a product that entitles customers
living in energy-efficient or enviranmentally
certified residential properties to a lower interest
rate if their property meets certain criteria.
Wa also offer green martgages to corporate
customers who own, invest in or build
properties that contribute to environmentat
sustainability.

The digital evolution is moving forward at an
ever increasing pace, and we are working
continuously to create a more efficient process
for managing maortgages. During the year, a
number of innovations and improvements were
taunched. We are now offering more and more
customers fully digital committed loan offers
and we have developed our application process
on the website to create a more user-friendly
flow. To respend more efficiently to the needs of
customars applying for a temporary exernption
from mortgage rapayments as a resuft of the
Covid-19 pandemic, we developed a completsty
digital application within a very short time frame.
We have been witnessing a trend whereby
customners who have not expressed an interest
in meeting an advisor will eveniually be able to
manage all aspects of their mortgagas using our
digital platform. However, this does not mean
that the oppartunity for parsonal meetings will
ba less important in the future. Just as before,
advice and personal service will be available
to customers who are interested in this. The
process of digitalisation will also lead to
improvements in efficiency made possible by
an increasing degree of automation in our
administration of mortgage loans. Cost-effective
mortgage operations are essential if we are to
continue offering ocur customers a high quality
mortgage loan product which meests their
expectations. More and more customers have
been choosing to make thelr initial contact with
us online, and we want to make sure that we are
avisible presence for them there. In response
to this trend, we took an entirely new approach

2 STADSHYPOTEK | ANNUAL REPCRT 2020

1o our onfine visibility at the end of the year,
and ona of our initiativas included deveioping
a greater presence in digital platforms and
meeting places of relavance 1o residential
property buyers. This is a work in progress
that will continue and intensify further in 2021.
Stadshypotek’s success is based on the
trust and co-operation between us and
Handelsbanken's branches. The decentralised
approach of the branch operations, coupled
with a good knowledge of local markst
conditions, will continue to enhance the quality
of our customer offering and our credit portfolio,
and thus contribute to a low level of credit risk
for Stadshypotek.
One might deseribe 2020 as the year when
the housing market recovered further. There
has bean a growing interest in maving; the
pandemic has, for example, led many to
reconsider whether thay need an extra room
at home. Interest rates have been low during
the year, and tha lack of properties available in
regional markets in Sweden has affected both
new construction projects and price trends in
the secondary market, Even if many predict a
weaker aconamic climate in the months to come,
this is offset by an expectation of historically low
interest rates, particularly for longer interast-
fixing periods. Coupled with poputation growth,
this has led to expectations of continued growth
In the housing and property markets, albeit at
a slightly lower rate than that seen in the years
leading up to 2017. The overall opinion is that
there will be stable growth for the property
market.

01.07.2022 kI 20:30

Brgnngysundregistrene

Side 10 av 96



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 991303995

A WORD FROM THE CHIEF EXECUTIVE

Our gperating profit amounted to SEK 12,841
million. Net interest income increased, primarily
due to higher landing volumes in the Swedish
housing market. Stadshypotek’s lending totalled
SEK 1,439 billion, with montgage foans in Sweden
accounting for SEK 874 billion, or 61 per cent,
of this amount. The uncertainty that prevailed in
the economic climate during 2020 as a result of
the pandemic has not had any negative impact
on our lending or our cradit portfolio. The overalt
quatity of our credit portfolio is very good and our
credit bosses have remained low. This is reflected
in Stadshypotek’s solid ratings and good access
to market funding. Naturalty we are closely
monitoring developments in the economy and
the impact these might have on our customers,

I would also like to take this opportunity to
thank afl my colleagues at Stadshypotek and
Handetsbanken who, through their unwavering
commitrment and high standards of service, do
their utmost to take care of our customersana
daily basis.

Many thanks to all of you.

David Haqvinsson
Stockholm, February 2021

STADSHYPOTEK | ANNUAL REPQRT 2020 3
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ADMINISTRATION REPORT

Five-year overview

Income stataments

SEKm . 2020 2019 2018 2017 2016
Inferest incorme éccording (o the effective interest method ‘ 2,007 082 20,438 20,210 2026
tntgrest expansa T agast -7.832 5750 6,853 7831
et interest income 14,640 13,097 13,688 13,357 12,362
Fes and commission income 14 13 13 12 13
Fee and commission expense 42, -44 -2 -38 -42
Not fas and commission income 28 - -26 -26 -29
Net gains/ on financial 6’ 67 -2 42 82
Othar income , 1 1 [} [] (]
Total income 14,681 14,034 13,650 13,373 12,415
General administrativa expenses

Statf costs -88 71 5 -118 £

Other administrative expenses 1,723 1,544 -1,138 1,012 847
D i and losses of property. equiprment and intangible assets «20 -9 -4 -8 -6
Total expenses bafore credit losses 1,831 1,624 1,247 1,134 1,047
Profit befors credit losses 12,850 12,410 12413 12,230 11,368
Nst credit losses -0 9 -12 10 -2
Operating profit 12,841 12,419 12,401 12,249 11,366
Profit bafora taxes 12841 12,419 12,401 12,249 11,366
Taxes -2,761 -2,848 -2,720 -2,700 -2,509
Profit for the year 10,080 9,71 0,672 5,543 8,57
Eamings per share, SEK 82221 60,313 58,708 58,905 54,874
Balance shests
SEK m, 31 Dacember 2020 2019 2018 2017 2016
Assets
Loans 1o Cradit instiutions 15,007 , 11,544 11,735 12,565 12,027
Loans 1o tha public 1,439,328 1.572,840 1,209,748 1,222,456 1,150,611
Vil change of interest-hedged item in porticlio hedge 12 25 33 38 35
Derivatwe instruments 11,855 18,027 18,866 16,895 22,745
Otner assets 1301 ° 327 441 4,500 2,106
Total assats 1,467,603 1,402,863 1,330,820 1,256,451 1,187,525
Liabilities and equity
Due fo credit inslilutions 768,567 695,716 635,846 557,742 497,110
tssued sacurites 622,083 634,565 627,475 621,858 612,787
Derivativa instruments 2,417" 205 1,068 3,687 4,429
Other Rabiities 12,201 10,763 8.561 18,988 18,481
Subordinated kabiities - - - 21,700
Equity . 62,335 61,524 57,870 54,068 33,018
Total liabilities and equity 1,467,603 1,402,863 1,330,820 1,256,451 1,187,525
Key fiqures 2020 2018 2018 2017 2018
Profit befora credit losses, SEK my 12,850 12,410 12,413 12,239 11.388
Credit losses/racaveries, SEK m E] 9 -12 10 -2
Operating profi, SEXm 12,841 12,418 12,404 12,248 11.366
Total assets, SEX m 1,467,603 1,402,863 1,330,820 1,256,451 1,187,525
Equity, SEK m 62,335, 61,524 57,870 54,068 33018
Return on aquity, % 18.1 15.2 158 225 244
Return on tota! assets, % 0.70 0.71 074 078 077
Net interest margin, % 1.02 1.02 1.05 110 1.07
A ratio belore credit lasses, % , 125 1.6 90 85 84
CA ratio after cradit losses, % ' 125" 115 80 84 B4
Cractt loss ratio, % ' 0.00 0.00 0.00 -0.00 0.00
Comman equity tier 1 ratio, CRR, % * 131, 13.4 126 0.7 82
Tier § rati, CAR, % 16.0 153 126 30.7 39.2
Total capital ratio, CRR, % 207" 213 208 531 674
Average numiber of eMpIOyess: ' 64 7 81 a2 %

Fex calculation of key figures and definitions, see pages 83, 84 and 85.
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ADMINISTRATION REPORT

Organisation, sustainability
and employees

Stadshypotek AB (publ), corporate identity. number.556459-6715-is a-public-credirmarket

company 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 AR (publ), corporate identity number 502007-7862.

ORGANISATION

Sladshypotek AB is responsible for the
Handelsbanken Group's mortgage business in
Sweden, Denmark, Finland and Norway. In
Sweden, the business mainly comprises the
financing of residential properties, as well as
office and commercial buildings. The business
operations of Stadshypotek’s branches in
Denmark, Finland and Norway focus primarily
on the financing of residential properties.

INTEGRATION WITH HANDELSBANKEN
Stadshypotek's operations are based on the
principte that its arganisation and working
practices are centred around Handelsbanken's
branch offices, which are responsible for all

the business of indhidual customers. One
consequence of this approach is that
Stadshypotek’s lending operations in Sweden
are run via Handelsbanken's Swedish branch
aperations, while the lending operations at
Stadshypotek's branches in Denmark, Fintand
and Norway ars run via Handalsbanken's
branch operations in each of the respective
countries. This integration with Handelsbanken
has been successfully applied since
Handelsbanken'’s acquisition of Stadshypotek
in 1997,

SUSTAINABILITY

In accordance with the Handelsbanken Group’s
work on sustainability, Stadshypotek strives to
achieve sustainable development. Our
sustainability work is an integral part of the way
we wark - as a bank, as a company, and as an
amployer. Sustainability work is about acting
responsibly and with a long-ienm perspective in
areas where we as a company can make a
ditferance, both in our business operations and
through our products and services. We do this

by constantly reviewing our offering and by
developing sustainable products.

We now have a comprehensive offering for
both the private and corporate markets. This
offering includes green mortgages, a product
that entitles private customers living in energy-
efficient or environmentally certifiad residential
properties to a lower interest rate if their property
meets certain criteria. We also offer green loans.
to companies that own environmentally certified
or energy-efficient buildings, companies
intending to build new environmentally friendly
and climate-smart buildings, and companies
planning environmental improverments to
existing buildings.

Stadshypotek is part of the Handelsbanken
Group and is subject to the requirement
regarding sustainabillity reporting stipulated in
the Swedish Annual Accounts Act. Svenska
Handelsbanken AB (publ), comorata identity
number 502007-7862, which has its registered
offica in Stockholm, has in its annual report for
2020 prepared a statutory Sustainability Report
which meets the requirements of the Swedish
Annual Accounts Act. The disclesures made in
the report refer to the entire Group.

For more information about how the
Handelshanken Group addresses sustainability,
see handalshanken.com/sustainability.

EMPLOYEES

In 2020, the average number of employees at
Stadshypotsk was 84 (73). Of these employees,
35 per cent {33) were women and 85 per cent
(67) were men. Stadshypotek's branches in
Denmark, Finland and Norway have no
employees. They buy all services from Handels-
banken’s branch in each of the respective
countries. The heads of Handelsbanken's
regional banks in Denmark, Finland and Norway

also represent Stadshypotek’s branches in
each of the respective countries.

Staft development
The company’s strength is derived from the
combined expertise of its employees. The most
important sourca of professional enhancement
is learning in our daily work, where all
employees are responsible far constant
development — their own and that of the
operations. All employess participate in their
unit's business planning every year. After the
plan is sat, indhidual competency mapping,
planning dialogues and performance ravisws
are camied out, linking the business goals with
the goals of individual employees. Each
employes then puts together an individual
action plan, setling 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 dialogue review with their
line manager at the end of the year.
Stadshypatek is part of the Handelsbanken
Group's internal labour market. The strong
corporate culture and the Bank's values are
crucial to the success of operations, so intarnal
recryitment is important. Internal mobility helps
spread the working methods, exchange of
experience and corporate culture 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. Stadshypotek's need for employess
in varicus positions is primarily met through
internal recruitment within the Group. Managers
must be exemplary ambassadors for the Bank's
corporate culture, which explains why most
managers are recruited internally.

STADSHYPOTEK | ANNUAL REPORT 2020 5

01.07.2022 kI 20:30

Brgnngysundregistrene

Side 13 av 96



EE- Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 991303995

ADMINISTRATION REPORT

Gender equality and diversity

Work to promote gender equality, diversity and

an inclusive corporate culture is a fundamental

____ part of the company’s core valuas. At—
Stadshypotek, women and men must have
equal opportunities for development. We aim
to have an inclusive work environment, where
we respect and appreciate our different

backgrounds, competencies and experiences.

No type of discrimination is tolerated at
Stadshypotek. Stadshypotek works
continuously for gender equality and diversity,
which is crucial to be able to attract and retain
competent employees. A prioritised element
of the work related to equality is increasing
awareness of how social and cultural nonms
affect us in our daily lives.

Work environment and health

The overall, long-term goals of work
anvironment effarts are for the employees to
enjoy goad health, to develop on a personal
level and to function in an optimal way. Many
different health factors influsnce these goals.
Together with their employees and trada union

representative or employese representative, each

manager is rasponsible for performing regular

work environment surveys, based on our health

factors.

Thie results form the basis of a work
environment plan which is integrated with the
unit's business plan and in this way becomes
a natural part of how the operation develops.
Stadshypotek also follows up the sickness.
absence rate figures, as well as reported
incidents,

OKTOGONEN - HANDELSBANKEN'S
PROFIT-SHARING SCHEME
The Oktogonen profit-sharing system covers all

employeesin the Handelsbankén Group, with
cartain exceptions. The provision is classified as
variable remuneration and subject to profitability
metrics finked to Handalsbanken's corporate
goal being met. An allocation is made following
the Board's overall assessment of the Bank's
performance. Disbursements are mainfy made
in cash to the employees, or allernatively toa
pension plan, savings plan or a combination of
the two.
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Corporate governance report

The shareholder ultimately decides on the corporate governance of Stadshypotek. At the
annual general meeting, the shareholder appoints the Board and the auditors. The Board is

responsible to the owner 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 Handalshanken AB (pubf}.

The shareholder exercises their right to
decide on matters concerning Stadshypotek at
the annual general meeting — Stadshypotek’s
highest decision-making body. Every year, an
annual general mesting is held and this meeting
appoints the company’s Board of Directors
and auditors. At the annual general mesting,
decislons are also taken ragarding matters such
as the feas paid to Board members and
auditors, tha adoption of the incoms statement
and balance sheet, the appropriation of profits,
and whether the Board and Chief Executive are
to be discharged from liability tor the past
financial year. The Articles of Association
contain no limitations with regard to the number
of votes each sharehoider may reprasent ata
shareholders' mesting. Amendments to
Stadshypotek's Articles of Association must
be decided at a shareholders” meeting.

EXTERNAL AUDITORS

The auditors are appointed by the annual
general mesting for the period until the end of
the following year's annual general meeting, The
auditors are accountabla to the shareholder.
They carry out an audit and submit an auditor’s
report covering matters such as the Annual
Report, including this Gorporate Governance
Report, and the administration of the Board and
the Chief Executive. The auditors report orally
and in writing to the Board conceming how their
audit was eonducted and their assessment of
Stadshypotek’s administrative order and internal
conirol. The auditors also submit a summary
report of their audit to the Board as a whole.

THE BOARD
The Board is responsible for Stadshypotek's
organisation and manages Stadshypotek’s
affairs on behalf of the company's shareholder.
The Board is to continuously assess the
company’s financial situation and ensure that
Stadshypotek is organised in such a way that
the aceounting records, management of funds
and other aspects of the company's financial
circumnstances are satisfactorily monitored. The
Board establishes policies and instructions on

how this is to be carried out. The Chairman is
responsible for evaluating the Board's work,

The Beard also establishes nules of
procedure for the Board and instructions for
the Chief Executive. These central policy
documents describe the division of powers and
responsibilities among the Board, its Chairman
and the Chief Executive. The Board's duties alse
include the completion of tasks incumbent upon
an audit committes.

The Board appoints the Chief Executive and
reviews the work of the Chief Executive ona
yearly basis. The Board also determines tha
terms of employment for executiva officers at
Stadshypotek, and for the head of the function
for risk control,

Further information about the Board is given

* onpages 8-9,

CHIEF EXECUTIVE

The Chief Executive is appointed by the Board
1o lead Stadshypotek's day-10-day operations.
In addition o instructions from the Baard, the
Chief Executive is obliged to comply with the
provisions of the Swedish Companies Act and
a number of other statutes concerning the
Bank's accounting, management of funds and
operational control.

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 39.

CORPORATE GOVERNANCE AT
STADSHYPOTEK

Comorate governancs concerns how rights
and obligations ars allocated armong the various
bodies of the company, in accordance with
prevailing laws and regulations. Corporate
governance also encompasses the systems for
decision-making, and the structurs through
which shareholders control the Bank, directly
and indirectly. Stadshypotek's shareholders
exercisa corporate governance principally by
electing the Board, which in turn appoints and
gives instructions te the Chief Exscutive,

The following are fundamental to corporate
governance at Stadshypotek: on the one hand
the Articles of Association and the documents
adopted by the Board, for sxample the Board's
rules of procedure, instructions to the Chief

Executive, credit instructions and other policy
documents, and on the other hand the
instructions and guidelines issued by the Chief
Executive. These documents are ravised at least
once a year, or more often if deemed necessary.

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

COMPANY MANAGEMENT
* David Hagqvinsson, Chisf Executive.
Employad sinca 2020,
Nicklas Ekiund, Businass Developmant and
Market, Sweden. Employed since 2020.
Ulrika Séderberg, Legal Affairs. Employed
since 20158,
Tomas Wistedt, Credits, Employed since
2018.
Helena Westin, Finance. Employed since
2018,
Anna Gsterman, Property Valuation.
Employed since 2019.
Klas Arnald, HR. Employed at
Handelsbanken.
« Mattias Lidgren, Funding, Employed

at Handelsbanken.

FRAMEWORK FOR INTERNAL CONTROL
Internal control for operaticns

The responsibility for internal control is an
integral part of managerial responsibflity at
Stadshypotek. This responsibility means that fit-
for-purpase instructions and procedures for the
operation mus! be in place, and compliance with
thesa proceduras must be monitored regultarty.

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

These internal audit operations must
independently and impartially audit
Stadshypotek’s operations and financial
reporting. This includes assessing and verifying
Stadshypotek's processes for risk
management, internal control and corporate
governance.

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

Compliance
In accordance with the outsoureing agreement

Risk controt

Risk Control is responsible for identifying,
measuring, analysing and reporting risks in

the business. This includes monitoring and
checking the company's risk management

and evaluating whether Stadshypotek’s risk
management framework is fit-for-purpose and
effective. Risk Control also checks that the risks.
and risk ranagement comply with the

REMUNERATION PRINCIPLES
The principles for Stadshypotek's system of
remuneration are established in a remuneration
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 succession..
Salaries are sot loally and are basad on

— between Stadshypotek and Handatsbanken,” company's rsk strategy, and fall within the risk

Stadshypotek’s compliance function is
managed by Handelsbanken'’s Group
Caompliance.

The Compliance function monitors and
verifies compliance in Stadshypotek. The
functionis to provide support and advice to the
business and assist with the implementation of
new or amended regulations, or changes to
Stadshypotek's products, services, processes
and organisation. The Compliance function
reports to the Chief Executive and the Board.

tolerance threshalds established by the Board.
It is also responsible for checking that financial
instruments are property measured.

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

Follow-up

The functions for Internat Audit, Compliance
and Risk Control monitor compliance with
internal pclicies, instructions and other policy
documents.

salary-setting factors known in advance: the
nature and level of difficutty of the work,
competencies, performance and results
achieved, leadarship, the market, and the
employee as a cultural ambassador for the
Handelsbanken Group. The indapendant
gontrol functions monitor and analyse the
remuneration system, and report material risks
and deficiencies to the Board. There is no
performance-based variable remuneration,
but termination benefits may be agreed.
Handelsbanken's profit-sharing schems,
Oktogonen, also covers employees of

THE BOARD'
Name Katarina Berner Friscal Louise Sander Michael Bertorp
Char up to 1 September 2020, Chair sinca 1 Seplember 2020. Board mamber
Year slected 2018 2020 2013
Year of birth 1856 1869 1949
Position and other + Board member of Handelsbankan Liv = Ghigt Executive of Handaisbanken Liv + Chair of Bergs Timber AR
slignificant board Féraakringsaktisbolag Férsakringsaktiebolag = Consultancy senvices, legal and business
assignments = Chair of Insurance Sweden administration
" Background = 20162019 COO at Handelshanken ~ 2011-2013 Chiaf Exacutive of Skandia » 1984-2006 SCA

Handelsban!
at Handetsbanken
Handelshanken

» 2015 Chief Suslainabiity Officer at
Handelsbanken
* 2010-2015 Chiet HR Officer at
ken
= 2006-2010 Head of Group nfrastructura
+ 2001-2006 Chist Geoug Controler at

+ Other positions at Handetshanken
+ Employed 1579-2020

Bank & Férsdkring

Sales, corporate Skandia

Skandia

Business Cansuiting/BearingPoint
+ 1984-1907 Chie! Executive of AIC

Conterances & Training

Forsiljning AB/Sales Manager st Skandia
» 2009-2011 Head of Communications &
= 20062008 Haad of Business Support at

* 1997-2006 Heant of GRM Norgen, Anderser

» 1882-1884 Swedish Ministry of Justice
= 1972-1982 The Swedish courts

Academic background and - n Business Admins on « Graduats in Business Administration « Law degree
, qualifications « Management programme at Ruter Dam + Management prograrmma al Ruter Dam
. Board il 510 1010

" The: Labie shows the composition of the Board in 2020, On 1 January 2021, Gran Stile and Jrgen Olander jonad Stadshypolek's Board and Helena Ostadm Nimander resigned from the Baard.

*Baard member and Chair Up 19 1 Sépternber 2020,
2 Baand member aid Chair since 1 Septembar 2020.
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Stadshypotek AB. The provision is classified

as variable remuneration and is subject to
profitability metrics linked to Handelsbanken's
corporate goal being met. An allocation ts made
following the Board's overall assessment of the
Bank's performance. Disbursements are mainly
made in cash to the employees, or altermatively
to a pension plan, savings plan or a combination
of the two.

Risk assessment

Animportant part of Stadshypotek’s risk
assessment Is the annual self-assessment.
Risks related to financial reporting are part of
this overall analysis. A setf-evaluation defines
events that constitute potential risks to the
operations and estimates the probability and
consequences of each risk. An action plan is
then drawn up, based on the self-evaluation.

INTERNAL CONTROL OF FINANCIAL
REPORTING

The control environment described above in
this corporate govarnance report is fundamental
to Stadshypotek's interal control of financial
reporting.

Control activities

Various controt activities are incorporated intc
the financial reporting process. Reported
amounts and analyses of income statements
and balance sheels are recenciled and checked
regularty by the financa and accounting

ADMINISTRATION REPORT

and correct errors and deviations, and are

in compliance with internal guidelines and
instructions. At each quarterly closing of
accounts, the branchas certify that the
prescribed periodic checks and reconciliation
of accounts have heen carried out.

Monitoring

The functions for Internal Audit, Compliance,—————— —
Risk Conlrol and the finance and accounting

department monitor compliance with internal

policies, instructions and other policy

documents. The policy established by the

Board for internal audit states that it must

examineg intarnal governance and cantrol, and

must evaluate the refiability of the financiat

Risk assessment is another part of the department. reporting.
internal control process and comprises Heads of finance and accounting at branches
identification and management of the risks that are responsible for ensuring that the control
may affect financial reporting, as well as the activities in the financial reporting for their
control acthities aimed at preventing, detecting  respective units are fit for purpose; in other
and correcting errors and deviations. words, that they are designed to pravent, detect
Name Mikasl Hallaker Helena Ostrdmn Nimander Helena Hikansson Jangen Nilsson
Board meamber Board member Boamd mamber Bopd member
(emplayes representative)
Year elected 2017 2017 2018 2018
Year of bitth 1859 1969 1968 1971
Pasition and othar = Chalr of Handelsbarken « Head ol Governance at = Board member of the Rnancial * Regional Area Manager, Region
significant board Liv Farsakey ) Handelsbanken Sector Union of Sweden, Stockholm, &t Handeisbanken
aasignments Handeishanken Fastigheter A8 Southem Region
; and * Elacted union representativa
+ Boord member of (Financial Sector Union of
Pangionsiassan SHB Sweden) at Hande!sbanken,
Forsakringsidraning, with responsibiity for
Svenska Handelsbarkens vanious assignments for
Penslonsstiftelse, Svenska W Handelshanken's union chub o
Handetsbankans Personalstitelse {HAKK]} and the RM section
+ = Group Management
Background . * Varous pasitions at = Varous pasitions at

2017-2019 Senior Management,
Handetsbanken

= 2008-2017 Haad of invastor
Refations at Handalsbankan

» 2001-2008 Equity research
analyst and Saclor Hend
Financials, Capital Markats,
Handetshanken

» Employed since 2001

« 1887-2001 Markets, Danske
Bank

= 1985-1097 Deputy CEQ,
Forsdkingsbologet Ansvar

Swodish Financiz) Supervisary
Autherity .
+ 2001-2003 Project manager,
Klaraberg Business Adviscra
* 1898-2001 Research analyst,
Sveriges Rlksbank

Handalsbanken

+ Employed since 2007

« 2002-2007 Secondary school
teacher, Kalmar

= 1991-1268 Bark employsa al
Btands Bank

* 1980-1891 Bank employse at
Sparbanken Kronan

pv P
Handelsbanken
+ Empioyed since 1992

Academic background and « Degree in Economics

« Bachelor's degres 1 Economics

+ Economics Programme at upper
secondary achool

" qualifications = ABB Financlal Services sacondary schadl,
Management shudies, IMD, + Marketing course, HM
Lauasnne = Rachalor's dagres in Englsh
* Master's degrea in French
. + Qualfied teacher for Years 49
Board mestings Attandance 1710 1010 110 1040
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Lending

STADSHYPOTEK'S ROLE IN
HANDELSBANKEN

in the Swedish operations of the
Handelsbanken Group, mortgage finance is
conducted principally via Stadshypotek. At
Stadshypotek’s branches in Denmark, Fintand
and Norway, business operations focus
primarily on financing residential property.
Lending takes place through Handelsbanken's
branch network in the country concemed.

MORTGAGE MARKET IN SWEDEN

Despite the Covid-19 pandemic and its impact
on private indivicduals and companies alike, the
mortgage market in Sweden has not been
affected to any great extent. Mortgage tending
has continue to grow and the growth rate was
on a par with 2019. Table 1 on page 11 shows
lending secured by mortgages to houssholds
with single-family housing or housing
co-operative apartments, as raported by
Statistics Sweden. The change during the
year was 6 per cent, compared with 5 per cent
the previous year.

In 2020, property prices rose by 7 per cent
for housing co-operative apartments and by
13 per cent for houses. Prices for housing
co-operative apartments rose in 19 of 21
counties, while house prices rose in all counties.
In metrapaiitan areas, prices rosa by between
3 percent and 15 per cent. Table 2 on page 11
shows price trends in the Greater Stockholm,
Greater Gothenburg and Greater Malmo areas.

CORPORATE MARKET IN SWEDEN
The market for lending secured by mortgages to
non-financia companies grew by 14 per cent
during the vear, compared with 6 per cent in
2019. Table 3 on page 11 shows lending
sacured by mortgages to Swedish non-financial
companies as reported by Statistics Sweden.
The market for commercial properties in 2020
felt the effects of the Covid-19 pandemic. A
strong and active first quarter was followed by
a period of very low activity, before the market
picked up again and the year ended on a very
strong note. The transaction volumes for 2020
did not reach the record levels of 20189, but did

excead the levels recorded in both 2017 and

2018. In segments such as residential and
community properties, sales volumes have

been very high and the required retums have ="
been pressed downwards. For commercial
properties focused on the experience industry
(hotels, restaurants and certain retail sectors) it

has been a tough year, with few transactions,
higher vacancy rates and reduced rents.

MORTGAGE MARKETS IN DENMARK,
FINLAND AND NCRWAY

Stadshypatek has international branches in
Denmark, Finland and Norway, and the
mortgage markets continued to grow in all
these countries in 2020, despita tha Covid-19
pandemic. For the corporate market, as in
Sweden, the market slowed during Q2 and Q3
before recovering slightly towards the end of
the year. There was strong growth in
Stadshypotek’s lending in local currency in
Norway, to both households and companies.
In Finland, there was decent growth in the
corporate market, while the growth in
househald lending - in both Denmark and
Fintand - was basically unchanged compared
with 2019,

IMPROVED SATISFACTION AMONG
MORTGAGE CUSTOMERS

Customer satisfaction continued to improve
slightly among mortgage custorners in 2020. In
the 2020 survey carried out by Swedish Quality
Index (SKI), Handelsbanken had the maost
satisfied mortgage customers of all the major
banks.

Several tactors influence the customer's
choice of provider. For example, customers
rate speed, simplicity and sustainability as
important. Customers also revealed that they
appreciate senvice in areas ranging from the way
inwhich committed loan offers are processed
and mortgage loans are set up, to the
transparency of terms and conditions. In
addition to senvice, competitive prices and
terms are also important factors.

A nationwide branch network provides an
excellent and convenient platform for meeting

10 STADSHYPOTEK | ANNUAL REPORT 2020

customers and offering them assistance in
buying a home, or with cther banking services.
However, we have also seen how the majonity of
mortgage custoriers Rave been making use of
onling services to manage their mortgage loans,
or to apply for 2 committed koan offer, oftenin
addition to maintaining their personal contacts
with their branch. Handelshanken is highly rated
by its customers for the mortgage loan sarvices.
available in its Ondine Banking and Mobile
Banking.

STADSHYPOTEK'S LENDING
Stadshypotek's lending volumae in Sweden rose
by SEK €5 billion (53) during the year. Loans to
households increased by SEK 41 billion (33),
while loans to the comorate market grew by
SEK 24 billion (26). At year-end, Stadshypotek’s
loans to the public in Sweden were SEK 1,240
billion {1,175), with loans to househclds
accounting for 70 per cent (71), or SEK 874
billion (833).

Tha market share for loans to Swedish
heussehaolds secured by mortgages in single-
tamily housing or housing co-operative
apartments was 21.8 per cent (22.0) 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
collateral, The market share therefore also
inciudes Handelsbanken's lending to Swedish
households with collateral in single-family
housing or housing co-operative apartments.

At year-end, loans to tha public by
Stadshypotek’s branch in Norway totalled
NOK 102 billion {32), with the private market
accounting for NOK 77 billion (89) and the
corporate markst accounting for NOK 25 billion
{23). Loans to the public by Stadshypotek's
branch in Denmark totalled KK 36 billien (35) at
year-end, all of which were loans to the private
market. At year-end, ioans to the public by
Stadshypotek’s branch in Finland totalled EUR 5
billion (5}, with the private markst accounting for
EUR 2 billion (2) and the corporate market
accounting for EUR 3 billion (3).
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Table 1 - Mortgage market in Swedan'
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Mortgage lending to households
31 December
SEK bn [ S
Type of colatarsd 2020 2019 Change, SEK bn Change, %
Single-tamdy housing’ 2.428 2,304 124 5
Housing co-operative aparment’ 1,241 1,158 82 7
Total 3,689 B 3,483 182 6
Table 2 - Morigage market in Sweden, price trends
Prica trand, % 2026 2018
Single~tamily housing
Greater Stockholm 15 4
Greater Gothenburg 10 El
Greatar Malmd 15. 7
Housing co-cperative apartments !
Greater Stockholm 7! 5
Greater Gathenburg 3 4
Greater Malmé ar 7
Tabla 3 - Corporate market in Sweadan
Lending to nan-tinancial companies !
31 Decemnber
SEK bn v
“Type of collataral 2020 2019 Ghange, SEK bn Change, %
Property as coflateraf 1.263 1,112 B3 14
of which muiti-lamily awesings a2 806 €6 8
of which housing co-operalive associations 508 + 484 14 3
Tahla 4 — Mortgags markets in Denmark, Finland and! Norway, price trends.
Price trend, % 2020 . 2018
Denmark® ,
- Singla-farnily housing 7.4 28
— Owmer-oocupiad apartments 80 03
Finland* 3.0 04
Norway? 87 26
1 Incluing ernclt and : funds.

2 The figures for 2020 and 2018 reter 1o Decamber.
* The figuras for 2020 and 2018 refer to Octaber.
* The figures kr 2020 and 2019 refer o November,
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Funding

Stadshypotek’s treasury function is integrated
with Handelsbanken's Treasury Department.
This organisational structure offers the best

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
primary 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, Congentrating large
volumes into a small number of loans results
in good market liguidity. At yaar-end,
Stadshypotek had 15 sutstanding benchmark
loans which mature between 2021 and 2028,
Stadshypotek's bonds are arranged by five
market makers. The Swadish benchmark loan
programme is also used for issues in Norwegian
kroner.

International issues of covered bonds are
done mainly within a Euro Medium Term
Covered Note (EMTCN) programme. The total
facility amount of this programme is EUR 20
billion. lssues under this programme are
amanged according to agreements signed with
21 banks,

In addition, Stadshypotek has a US Medivm
“Term Covered Bond programima for issues
in the US. The total facility amount of this
programme is USD 15 billion. Stadshypotek has
reached sales agreements with 13 banks as
part of the programme. Stadshypotek also has
aprogramme for issues in Australia (AMTCN}
aimed at Australian and Asian Investors.

In addition to the above, Stadshypolek has
commercial paper programmes in Swedan and
Europe. The ceiling for the Swedish commercial
paper programme is SEK €0 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
Supenvisory Authority, under tha Covered
Bonds {lssuance) Act (2003:1223). Covered
bonds ara bonds with priority rights to
Stadshypotek’s assets, These assetls consist
of credits and their associated collateral as
prescribed by Swedish legislation.

Stadshypotek has covered bond pools in
Sweden, Norway and Finland. All cover pools
have been given the highest possible rating

The diiference between corporate bonds and
government bonds, referred to as the credit
spread, shot up in connection with the outbreak

conditons for.matching the funding source and —— by Moody's: Aaa” The coVer OoIS consist of

collateral as per the legistation mentioned above
and include a safety butfer (over collateral, or
QOC) that exceeds the statutory requirements
by a good margin.

The unutilised facilities under the cover poals,
including the Danish branch, corresponded
to 111 percent (36} of the nominal debt at
31 December 2020. Information about the
assets in tha cover pools for covered bonds
is provided in the tables on page 13.

INTEREST RATE TRENDS

Alter a relatively peaceful end to 2019, 2020
was not mora than a few weeks ofd when we
received news of a new virus in China that
caused serous respiratory infections, which in
some cases were proving fatal. The markets
initially reacted cautiously to the news, but oncs
it became clear that the epidemic had spread at
the end of February, mainly to Europe, interest
rates ptummeted. The strongest reaction
among developed economies came from the
US, where interest rates were also highest.

Over a two-week period at the beginning of
March, the Federal Reserve (Fed) cut Interest
rates by 1.5 percentage points down to zero,
marking the beginning of massive initiatives
from central banks all over the world. True to
form, the Fed was also the first to announce an
increase In its purchases of asset-backed
securitigs. On this occasion, no cailing was set
for purchases and the balance sheet graw by
just over 70 per cent in a couple of months. The
Riksbank and the ECB already had key rates of
zer0 or below, and did not cut rates further, but
they did announce significant increases in bond
purchases, The Riksbank, which already owned
almost half of all outstanding government
bonds, announced that it would also be buying
mortgage bonds and corporate bonds.

Enormous fiscal support packages were
launched, particularty in the US and Germany.
The EU also eventually managed to agree on a
joint loan package to support Member States,
somathing that would previously have been
inconceivable. The Swedish government also
opened its wallet and theraby managed to limit
the downturn in the economy and on the labour
market.

After a slight upturn, long yields in Germany
and Sweden are now almost back at the levels
seen before the pandemic. This means around
0 per cent for Swedish 10-year government
bond yields and -0.50 per centin Germany. In
the US, the tong yield for government bonds is
still lower than it was before the crisis began.
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of the pandemic. However, after all major central
banks, including the Riksbank, started to buy
mortgage bonds and corporate bonds, credit
spreads have come down and are now almost
back at pre-2020 lavels.

FUNDING

The integration of Stadshypotek's treasury
function with Handelsbanken's Treasury
Department ensures efficient management of
the Handelsbanken Group's liquidity and market
funding. Among other things, Handelsbanken'’s
liguidity surpfus is used to finance lending at
Stadshypotek. Liquidity is transferred on a

daily basis in the formn of overnight loans and
lending transactions fram Handelsbanken to
Stadshypotek that invelve longer maturities. In
addition, lang-term funding in Handeisbanken'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 funding,
which is adjusted using swap agreements so that
the interest-fixding period matches the maturity
of lending. Thus, Stadshypotek has good
diversification of its funding with respect to both
rmaturity and geographical markets.

Lending with long-term rate fixing has mainly
been financed in Stadshypotek's own namain
Sweden through the issue of covered bonds.
Stadshypotek also has intemational long-term
funding in its own name through international
funding programmes.

Stadshypotek uses swap agreements to
reduce interest rate and foreign exchange risks
in connection with funding. The use of
derfvatives increases the degres of flexibility in
conjunction with funding.

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

At the year-end, interest rate swap
agreements in which fixed interest is received
totalled SEK 241.9 billon (242.1), whila interest
rate swap agreements paying fixed interest
amounted to SEK 20.8 billian (11.7).

|ssues made under Stadshypotek's
benchmark programme in Swedish kronor
totalled SEK 101.6 biliion {125.3) during the
year. During the same period, a nominal volume
{otalling SEK 93.9 billion (95.8) matured or was
repurchased. The camying amount of the
outstanding Swedish kronor bonds was
SEK 475.2 billion {471.1) at year-end, including
acerued interest.

01.07.2022 kI 20:30

Brgnngysundregistrene

Side 20 av 96



There wers no issues of commerdial paper in

No issueas were made in USD or AUD during

Swedish kronor during the year; the outstanding  the year. Tha outstanding volume in the US

volume at tha year-end was zero.

—_— —

programme totalled USD 1.3 billion (2.3) at

RATINGS

ADMINISTRATION REPORT

The ratings remained unchanged during the year.

Issues of bonds under.the EMTGN year-end: Thare Is'nG loriger any cuistanding Coversd
programme tatalled EUR 1.0 billion {1.3). The volume in AUD. Stadstypotek  bonds Lorg-term _Short-term
nominal cutstanding volume in the programms The Norweglan kroner issue was a nominal Moody’s Aaa - P-1
at year-end was EUR 10.4 billion (10.4). There amount of NCK 6.0 billion (5.0). The outstanding ~ Standard & Poor’s AA- AT+
were no outstanding volumes in the European volume at the year-end was NOK 25.5 Fitch AL Fi+
commercial paper programsme at year-end. billion (24.0).
Lending voluma available in cover pools Assets poalad Assets utilised
31 December -
SEKm 2020 2019 2020 2019
Swedish pool, SEK 1,148,000 1,073.220 608,455 623,660
Nerwegian poal, NOK 91,674 83,891 - 37,822 27,952
Finnish podl, EUR 50,629 ; 48,815 17,673 18,400
Total 1,291,303 1,215926 661,850 670,012
Average loan-to-value (LTV) of caver poals
31 December
% 2020, 2018
Swedish pool, SEK 5241 54.8
Nonweglan podl, NOK 53.4° 55.7
Finnish pool, EUR 205 492
At 31 December 2020, the cover pool assets for cavered bonds, categorised by type of collateral, were as follows:
Type of collataral :
SEKm Sweden Norway Denmark Finland Total |
Pubic 5,227 0 o 10,689 12,916
Single-tamily housing 468,238 48,749 34,302 8.571 557,948
Second home 28,787 3443 4,048 853 37,13
Rental property 300,448 21,182 0 20,734 351,384 |
Housing co-operative apartment, share 257,734 5328 0 7 263,069
Housing co-operatve apartment, premises 287 o 0 [ 207
Oumer-otcupied apartrent 4] 14,080 6,104 o 20,184 .
Housing company shars - epartment ] a3 0 5,802 5005
Housing campany share - housa 0 1} 0 3812 astz’
CommercialiOfices 28,855 64 0 [ 38928
Agricuttizal 41678 76 31 6 42,631
Residential farm 0 18 705 az 756,
Other 739 0 0 23 761!
Tota) 1,149,000 01,674 45,280 50,629 - 1,236,583 |
Stadshypotek's tunding 2020 2019
at December
SEK bn Carrying amournt Progartion, % | Canrying amount Proportion, % Change
Funding from the parent company 760 55! 696 5 73
Coverad bonds, SEK 475 M’ 471 ki 4
Covered bonds, lovelgn currercy 147 u' 1683 12 -16
Total 1,391 100! 1,330 100 n
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ADMINISTRATION REPORT

Performance and financial position

FINANCIAL PERFORMANCE
Stadshypotek's operating profit for the year was
SEK 12,841 million (12,418), an increase of

TAXES AND PROFIT FOR THE YEAR
After taxes of SEK -2,761 million {-2,648), profit
for the year was SEK 10,080 million (8,771).

RECOMMENDED APPROPRIATION
OF PROFIT
In accordance with the balance sheet for

SEK 422 million (18);or 3 per cent (0);
compared to ths previous year.

OPERATING INCOME

Income totalled SEK 14,681 million (14,034}, up
by SEK 647 million (384} or 5 per cent (3)
compared to the previous year, Of this income,
SEK 838 million {805) was attributable to the
branch in Norway, SEK 485 million (448} to the
branch in Finland and SEK 517 million (524) to
the branch in Denmark.

Net inferest income increased by SEK 643
million (308), or 5 per cant (2), to SEK 14,640
million (13,997). Of the net interest income,
SEK 924 million (801) was atiributable to the
branch in Norway, SEK 476 miltion {439) to the
branch in Finland and SEK 517 million (524) to
the branch in Denmark. Nat interast income for
the Swedish operations increased by SEK 490
million (289), primarily due to higher lending
volumes to the private market.

Net gains/losses on financial transactions
totalled SEK 68 million (87).

EXPENSES AND CREDIT LOSSES
Expenses increased by SEK 207 million (367),
or 13 per cent {31), to SEK -1,831 million

(- 4,624}, of which SEK -79 million (-75) was
attributable to the branch in Norway, SEK -37
million {-37) to the branch in Fintand and SEK
-39 million {-34) to the branch in Denmarik. Staff
costs rose by SEK 17 million (-24) or 24 per cent
{-25) compared to 2018. Other administrative
expenses increased by SEK 179 million (406),
ar 12 per cent (36). This increase was mainly
attributable to the increase in sales
compensation paid to the parent company for
the senvices perfonmed by the branch office
operations on behall of Stadshypotek in relation
1o the sale and administration of mortgage
loans. Higher businass velumes and increased
expenditure relating to development have also
contributed to this.

Net credit losses totalled SEK -9 million (3).
This amount includes expert-based calculations
that take into account the effects of Covid-19,
and entail an additional provision requirement of
SEK -23 million. The credit loss ratio stood at
0.00 per cent of lending (0.00).

PROFITABILITY

The profit corresponded to a return on equity of
15.1 per cent (15.2). For a five-yaar overview of
income statements and balance sheets, and for
key financial figures and ratios, see page 4.

OTHER COMPREHENSIVE INCOME

Other comprehensive income consists primarily
of the effective partion of the changes in the fair
value of interest rate swaps and crass-currency
intarest rate swaps used as hedging
instruments in cash flow hedging. Cash flow
hedges are applied to manage exposures to
variations in cash flows relating to changesin
the variable interest rates on lending and
funding. Cash flow hedging is also used to
hedge foreign exchange risk in future cash flows
relating to funding in foreign currencies. Lending
and funding are recognised at amortised cost,
whereas the derivatives used to hedge these
items are recognised at market value. Over
time, the market values of the derivatives reach
2ero as each individual hedge reaches maturity,
but this entails volatility in other comprehensive
incorne during the term of the hedge. During the
period, thesa changes in the value of hedge
derivatives in cash flow hedges totalled

SEK 481 million {1,564} after tax.

TOTAL ASSETS AND EQUITY

At 31 December 2020, Stadshypotek's total
assets stood at SEK 1,467,603 million
(1,402,863}, with equity accounting for

SEK 62,335 million {61,524},

In 2020, Stadshypotek redeemed two
outstanding subordinated lcans of SEK 3.0
billion and simultaneously issued tier 1 capital
instruments for the corresponding amount,
There was no change in total own funds, but
there was an increase in tier 1 capital.

GROUP CONTRIBUTION

A Group contribution of SEK 11,400 million
{9.400) has been provided to the parent
company, Handelsbanken.

FINANCIAL RISKS
For information about financial risks, see note 2.
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Stadshypotek AB, the following profits, after
deduction for a net paid Group contribution

of SEK 8,960 million and other dividends of

SEK 540 million, are at the disposal of the

annual general meeting:

Retained eamings, SEX m 15,649
Fair valus fund, SEK m 2,629
Profil for the yesr, SEK m 10,080
Total 28,358

The Board proposes that the remaining profits
be canied forward to the next year.

When assessing the amount of the Group
contribution from the company, acoount has
been taken of the nature of aperations, their
scope, the consolidation requirement, the
capital adsquacy requirernent and risk-taking.

The Board's assessment is that the above
appropriation 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 minimum
requirement pursuant to regulation (EU}
575/2013 and Directive 2013/36/EU and other
refevant requirements established by the
authorities for tha company.

Effects of Covid-19

Theimpact that Covid-13 has had on the
economy has only had a limited effect on the
perforrmance and financial pasition of
Stadshypotek AB. The exemption from
amortisation on mortgages ~ initiated by the
Swedish Financial Supenvisory Authority and
applying until August 2021 - is still being used
by some customers. The number of customers
who have applied for a period of grace from
amortisation has remained stable since the
summer of 2020 and is regularty monitored.
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ADMINISTRATION REPORT

HALF-YEARLY PERFORMANCE
2020 2019
“SEKm Jul-Dec Janmdun Jul-Dec Jan—Jun
Interest incoma 10,791 11,306 11,062 10,737
Interest expanse -3,427 -4,030 -4,004 -3,788
Net interest income 7,364 7,276 : 7,088 6,938
Fea and commission income: 7 7, 5 8
Fea and cormimission expenss. -21 -21! 22 -2
Net tes and commission income 14 A4 -17 -4
Net gains/osses on financial transactions 49 19' 51 It
Other income 0 1 1 Q¢
Total income 7,398 7282, 7,082 6,841
General administrative expenses :
Staft casts -47 41 -ar 34
Other administrative expenses. -867 -856 ‘ -869 675
Dy iation, ion and i loases of property, equipment and intangible assets 17 -3 8 1
Total expenses before credit kosses -83 =800 -84 -710
Profit before credit losses 6,468 6,382 8,178 6,21
Nat credit losses 44 -53, 12 21
Operating profit 6,512 6320 8,167 6,252
Profit before taxes 6,512 6.329 6,167 6,252
Taxes -1,362 -1,369 -1,312 -1,336
Net profit/loss for the period 5,120 4,960 4855 4918
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FINANGIAL REPORTS

Income statement

SEK m 2020 2018
Interest income according to the effective interest method Nols 3 22,097 21,829
| hterest expense__ NoE3 T Taasr 7,892
Nat intersst incoma 14,640 13,997
Fea and comhission income Noto 4 ' 14 13
Fea and commission expense Nola 4 . -42 ~44
Net fea and commission income : -28 -3
Nat on Nole 5 68 €7
Other income 1 1
Total income 14,681 14,034
QGaeneral administrative expenses
Staff costs Nola & f -88 Nl
Other administrative expenses Nolo 7 . -7 -1,544
Depraciation, amortisation and impairment lesses of proparty, equipment and intangible assets Nola 15,16 <20 -9
Total expenies bafore credit losses . +1,831 -1,624
Profit before credit kosses ‘ 12,850, 12,410
Net credi losses. Note B 9 ]
Operating profit 12,841 12,419
Profit batore taxes ' 12,841 12,419
Taxas Nole 9 2,761 -2.648
Profit for the year 10,080 9,771
Earnings per share, SEK 8220 60,313

Statement of comprehensive
income

SEKmM 2020 2019

Profit for the year 10,080 ammn

Others comprahensiva income
Itema that may subssquently ha reclassifiad to the Incoma statament

Cash flow hedges 852 1.090
Translation differenca for the ysar 188 1

of which hacges of nat assats in Joreign aperations . .
Tax on ferns that may subsecuently ba reclassified 10 the income siatamant 81 -426

of which cash flow hedges. =91 -426
Total items that may sub: be to the lncome R 263 1,565
Total other comprehensive Incoma 263 1,585
Total comprehensive Income for the year 10,343 41,338

The ysars reclassificalions i the income stalement ara prasented in Statement of changes in aquity on page 18,

16 STADSHYPOTEK | ANNUAL REFORT 2020
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Balance sheet

FINANCIAL REPORTS

31 December
SEKm 2020 2019
ASSETS .
Loana 10 credt inwti Note 10 . 15,007 11,544
Loans to the pubbc Note 11 1,438,328 1,372,940
Valie changa of interest-hedged item in porttolio hedga 12 25
Shares and participating nterests Note 12 N 1] [}
Derivative instrumanta Noto 13,14 15,955 18,027
Intangible assets Note 15 ) 1217 120
Propedty and equipsnent Note 16 o o
Gurrent tax assets 794 0
Other assets Note 17 fevec] 204
Prepaid expenses and accruad incoms Note 18 57 3
Total assets 1,467,603 1,402,863
of which Group claims Note 24 27,059 28,6506
LIABILITIES AND EQUITY
Dus (o credy instiutions Nota 19 768,567 685,718
Issued sacurities Nota 20 622,083 834,565
Dorivative instruments. Nols 13 14 0 24171 295
Current tax abifties - 634
Deterred tax liabilities Nota & 708 617
Other kabiities Note 21 11,448 8,466
Acenod expecses and defernad income: Nota 22 . 47 4 45
Total llabilitles 1,405,268 1,341,339
of which Group labiities Note 24 782,407 705,449
Share capital ) 4,050 4,050
Other funds 32,556 32,201
Retained epmings 15,649 15,412
Profit for the year 10,080 8,771
Total equity 62,335 61,524
Total liabilities and equity 1,487,603 1,402,853
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—
FINANCIAL REPORTS
Stat tofch ' It
31 December 2020 Restricted equity Non-restrictad equity
Sekm Fund for Ratalnad
internally . e e e = T o
—F — Statitory  developed Tier 1 Tier 2 Hedge Translation Inchuding profit !
capital® resane reserve? reserve’ for tha ysar Total ,
Closing equity 2018 8,106 ns 5,300 16,400 2,264 102 25,183 61,524 °
Profit lor the year 10,080 10,080 |
Other COMOrEnBnsivg Nconma 461 -198 263,
of which i oquily az 32
Total comprehensive income for the year 481 -198 10,080 10,43
Reclassifind 10 retainad eamings -32 32
Tier 2 instrments -3,000 -3.000
Tier 1 instruments 3,000 3,000
Dividend on equity instruments -540 -540!
Group contributions provided -11,400 -11,400
Tax efiect on Group contributions 2,440 2,440 ¢
Fund for imternatly developad sgftware 2 -2 -,
Closing sguity 31 Decembear 2020 8,108 12 8,300 13,400 2,725 -86 25,720 62,925 -
31 December 2019 Restricted equlty Non-restricted equity
SEKm Fund for Retained
intemally earnings,
Statutory developed Tier 1 Tier 2 Hedge  Translation including profit
capitat! reserva reserve’ regerve’ for the year Total
Glesing aquity 2018 8,106 42 - 21,700 700 101 2311 57,870
Profit i the yoar 977 9,77
Other comprehensive Income 1,584 1 1,565
of which rechissified in equity -33 -33
Total comprehenaiva incoma for the year 1,584 1 4T 11,338
Rectassified to retsined eamings jex] a3
Tiar 2 nstruments -5,300 -5.300
Teer 1 nstuments 5,300 5,300
Dhidend on aquity instruments -327 -327
Group contributions provided 8,400 -9,400
Tax stfact on Group contributions. 2,012 2,012
Fund for internally developed software 77 -77 -
Cloaing equity 31 Decamber 2018 8,106 g 5,300 16,400 2,284 102 25183 681,524
! Average number of shares, 162,000 {162,000} 2 Included in lair vaiue fund.
Tha translation rasene inchudes conversion effects relating to the balance sheets and incama statements of the company's intemational branches. Accumuiatad conversion aifects
ana repontad for taxation when an international branch is closad down or divested. The tax reguiations for the taxation of conversion efects are highly complex, and therstore subject
1o different interpretations, Theretora, it cannot ba rifed out that conversion effects may need to ba reported for taxation at an earfier stage than when a divestment/closure occurs.
Specification of changes in equity
Change in hedge reserve
SEK m | 2020 2019
Hsdge resarve at beginning of year | 2,264 00
Cash flaw hedge
Effsctive portion of changa In falr value 668 1,888
Interest rale nisk 747 2037
Forsign axchange risk -79 -38
Net amount rectaaslfied In the income statement -116 -9
Interest rato risk -118 -8
Foraign exchange risk - -
Tax . 91 426
Hadge resarve at and of year ’ 2,725 2,264
Change in translation reserve .
SEKm t 2020 2018
Translation reserve at beginning of year : 102 101
Changa in iranslation ditferenca ' +230 4
Reclassified in equity ' a2 -33
Tranalation reserve at end of year ' 86 102
The transiation raserve consists entinsly of tranatation diftsnences arising from conversion of tha income statements and batanca sheets of foreign branches.
18 STADSHYPOTEK | ANNUAL REPORY 2020
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FINANCIAL REPORTS

Cash flow statement

SEKm 2020 2019
OPERATING ACTIVITIES | -
Operating proft T yzea 12419
of which paid-in in‘erest 22,008 21.829
of which paid-out inigrest 7528 7,743
s for I items in . )
Credit lossas 33+ 29
Degreciation and amartisation ' 20 9
Other non-cash tems, as specified" 2,283, 4,226
Paid income tax 1,748 830
Changs in the assats and kabdties of operating actities ’
Loans to tha publc 66,421 73,224
Dus 16 crecit nstttions 72,850 59,870
Issued securities 14,612 7.000
Derivative instruments 8,760 2,084
Changa in other balance shest iterns -316 - -4,083
Cash flow from operating activities 13,609 7.559
INVESTING ACTIVITIES
Acquisition of intangible assats -2 87
Gash flow from investing activities 21, 87
FINANCING ACTMITIES
Group contribution . 8,400 -7,400
Dividiend -540 -327
Cash flow from financing activitiaa 8,940 -7.721
CASH FLOW FOR THE YEAR a7 288
Liquid funds at baginning of year 11,544 11,734
Cash flow from operaling acthities 13,690 7.559
Cash flow from Investing actiites , -21 7
Cash flow from fnancing activities ) 9,840 720
Exchange rata défference on liquid funds -275 64
Liquid funds at end of year . 15,007 11,544

Ligead funds consist of deposils heid by banks

Liquid tunds held by banks 10,007 6,544
Funds on a blocked account with banks 5.000 5,000
Loans to credit institutions ) 15,007 ' 11,544
1 Specification of other non-cash items In the Income statement 2020 2018
Non-cash changes in Net gainsAossas on financial transactions 199 -85
Change in accrued interest -69 aa
Changa in amortised cost and curency effect on branchas 2,100 2,659
Revaluation effects in OCI 461 1,564
Total changes in value i 2,203 4,226

The cash flow statement has been prepared using the indirect method.
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1. STATEMENT OF COMPLIANCE

Basis for accounts

Stadshypotek's (the company) Annual Report is
prepared in accondance with the Swedish Annual
Accounts Act for Credit Institutions and Securities
Companies (1895:1559), the regulations and
general guidelines issued by the Swedish Financial
Supenvisory Authority, FFFS 2008:25, Annual
reports in credit institutions and securities
companies, the Swedish Financial Reporting
Board's recommendation RFR 2 Accounting for
Legal Entities, and statements from the Swedish
Financial Raporting Board. In accordance with the
Financial Supenvisory Authority's general
guidelines, the company appfies statutory IFRS.
This means that the international accounting
standards and interpretations of these standards
as adopted by the EU hava been applied to the
extent that is possible within the framework of
natlonal laws and directives and tha link between
accounting and taxation.

The parent company, Svenska Handelsbanken
AB, prepares consolidated accounts which includs
the company,

Stadshypotek's subsidiary holdings comprise
the dormant company Svenska Intecknings Garanti
AB Sigab. In accordance with Chapter 7, section 7
(4) of the Swedish Annual Acoounts Act for Credit
Institutions and Securities Companies, the
company has not prepared consolidated accounts
as the subsidiary is of marginal significance.

The Annual Report is presented in Swedish
kronor.

The accounting policies described below have
been applied consistently for all periods presented
in the financial reports unless otherwise stated.

The Annual Report was approved for issue by the
Board and the Chisf Executive on 2 February 2020
and will be submitted for adoption by the annual
general meeting on 27 March 2020.

2. AMENDMENTS TO ACCOUNTING POLICIES
The amendments made to accounting policies
applied by the company as of 1 January 2020 are
described below. Other changes to IFRS applied as
of 1 January 2020 have had no maierial impac! on
the company’s accounting.

Amendments to IFRS 8 Financial Instruments,
IAS 39 Financial Instruments: Recognition and
measurement and IFRS 7 Financia! Instruments:
Disclosures ~ Interest Rate Benchmark Reform
Phata 1

Amendments have been made which introduce
temporary exemptions from applying certain
specific hedge accounting requirements for

2ll hedging relationships diractly affected by

the Interest Rate Benchmark Reform. The
amendments are applicable for financial years
beginning on or ater 1 January 2020, although
early adoption is permitted. The company has
chosen to early adopt the amendments,

3. CHANGES IN IFRS WHICH ARE YET TO BE
APPLIED
Amendments to IFRS 9 Financla! Instruments,
IAS 39 Financial Instruments: Recognition and
measurement, IFRS 7 Financial Instruments:
Disclosures and IFRS 16 Leasing - Interest Rate
Benchmark Reform Phase 2
Amendments have been made to IFRS 8, entailing
that modifications of financial assets and financial
tiabifities, implemented as a direct consequence
of the Interest Rate Benchmark Reform, are
recognisad as a change in tha effectiva interest.
Gains or losses arising due to the modification are
thus net recognised. For the examption to be
applicable, a modification must have been diractly
necessitated by the interest Rate Benchmark
Reform, and the new basis for determining the
cash flows must be the econemic equivalent of the
forrnar basis. In addition, tha amandments to IFRS
9 and IAS 39 allow for certain exemptions from
hedge accounting requirements when existing
reference rates in hedging relationships are
replaced with alternative reference rates. The
amendments are therefore assessed as facilitating
the transition to new reference rates without
significant profitiloss effects, and thus without a
material impact on Stadshypotek’s financial
repaorts, capital adequacy, large exposures or
other circumstancas according to the applicable
regulatory requirements.

The amendments have been approved by the.
EU and are effective from 1 January 2021, with
early adoption permitted. The company has
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chosen not to early adopt the amendments; The—————"
amendments are applisd retrospectively. Earfier
periods are not required to be recalculated.

Other changes in IFRS

None of the other changes in the accounting
regulations issued for application are assessed to
have a material impact on the company's financial
reports, capital adequacy, large exposures or other
circumstances according to the applicable
regulatory requirements.

4. SHARES AND PARTICIPATING INTERESTS
IN GROUP COMPANIES

Shares and participating interests in subsidiaries
are measured at cost.

5. SEGMENT REPORTING (IFRS 8)

The segment reporting presents income/expenses
and assets/liabilities broken down by business
segments. A business segment is a part of the.
company that runs operations which generate
external or internal income and expenses and of
which the profitloss is regularly assessed and
tollowed up by the comparwy's management as part
of corporate governance. The segment reporting
shows income and expenses and also assets
broken down into the geographical areas where
the company has operations. The principles for
segment reporting are described further In note 25.

€. ASSETS AND LIABILITIES IN FOREIGN
CURRENGIES (IAS 21)

The company's presentation currency is Swedish
kronor. The functional currency tor the company’s
operations outside Sweden usually differs from the
company’s presentation currency. Tha currency
usad in the economic ervionment where the
operations are primarily conducted is regarded as
the functional currency.

Translation of transactions in a currency other
than the functional currency

Transactions in a curmency other than the functional
currency —foreign currancy — are initially iranstated
into the functional currency at the rate prevating on
the transaction date. Monetary items in foreign
currancies and non-maonetary items in foreign
currencies that are measured at fair value are
converted at the balance sheet date Using the
prevailing closing rate. Gains and losses arising
{rom the currency ttanslation of monetary items and
non-monetary items measured at fair value are
recognisad in tha income statement as exchange
rate effects in Net gains/losses on financial
transactions. Translation differences that have
anisen from non-monetary items classifisd as
measured at fair vatue through other comprehensive
income from 1 January 2020, and which were
classified as available-for-sala financial assets until
31 December 2019, are recognised as a
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component of other comprehensive income and
are accumitated in equity. Exchange differences

arising when translating monetary items comprising

part of a net investment in a foreign operation are
recognised in the same way.

Translation of foraign operations to the

s p jon ¢ Y
When translating the foreign branches’ balance
sheets and inceme statements from the functional

Financia! liabllities are classified as follows:
1. amortised cost
2. fair value through profit or foss.

a. mandatory

b. fair vahsa option.

As a general rule, financial liabilities are recognised
at amortised cost. The exceptions are financial
liabifities which are required to be measured at fair
value through profit or loss, such as derfvatives,

NOTES

* The contractual cash flows constitute solely
payments of principal and intarest.

Financial assets recognised in the measurement
catsgory amortised cost consist of koans that fulfil
the above conditions. These assets are subject

1o impairment testing, see saction 10, Financial
liabifities recognised in the measurement category
amoartised cost consist primarily of Eabilities due

to credit instilutions and issued secuIrilies. —— e}

currency.to the company's presentation currancy —— and iabilities which; upon initial fecognition, are

the current method has been used. This means
that assets and Kabilities are translated at the
closing day rate. Equily is transtated at the rate
applicable at the tima of invesiment or earning.
The incoma statament has been translated at
the average annual rete. Exchange differences
ara recognised as a component of Other
comprehensiva income and are included in the
translation reserve in equity.

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

Purchases and sales of equities and money market
and capital market instruments on the spot market
are recognised on the trade date, which is the date
on which an agreement is entered inte. The same
applies to derivatives. Other financial assets and
liabilities are normally recognised on the sattlement
date.

Financial assets are removed from the balance
sheet whan the contractual rights to the cash flows
originating from the asset expire or when all risks
and rewards related to the asset are transferred to
another party.

A financial liability is removed from the balance
sheet when the obligation is fulfilled, ceases or is
cancelied. The policies for recognising financial
instrurnents on the balanca sheet ara of particular
importance when reporting repurchase
transactions (sea separata section).

8. FINANCIAL INSTRUMENTS {IAS 32, IFRS 9)
Ths company’s operations miainly comprise ths
following financial instruments: Loan receivables
ragarding credit institutions and the public
{private indviduals and companies with property
movtgages), derivatives, other financial claims,
issued securities, and deposits from and landing
to credit institutions.

Measurement categories.
Al financial assets, in compliance with IFRS 9, are
allocated to one of the following measurement
categories:
1. amortised cost
2. fair value through other comprehensive income
3. tair value through profit or loss.

a. mandatery

b. fair valua option.

Tha starting point for the classification of financial
assaets into tha respective measurement categories
is the company's business model for managing the
financial instruments, as well as whether the
instrument's contractual cash flows constitute
solely payments of principal and interest.

irevocably identified as being measured at fair
valua {fair value option).

Financial assets and liabilities recognised on the
sama line on the balance sheet may be classified in
different measurement categories.

Upon initial recognition, al financial assets and
liabifities are designated at fair value. For assets
and kabilities at fair vatue through profit or loss, the
transaction costs are recognised in the income
statement under Net gains/losses on financial
transactions. For ather financial instruments, the
transaction costs are included in the acquisition cost.

Assessmant of the business model

The business model for managing financial assets
defines classification into measurement categories.
The: businass model is determined at partfolio level,
as this best reflects how the operations are
governed and how information is reported to and
evaluated by the company's management.
Information of significance when making a
weighted assessment of the business model for a
portfolio includes the established guidelines and
objectives of a portfolio and how these are
implemented in the operations, the risks which
affect the performance of the portfolio and how the
risks are managed, as wel as the frequency,
volums, reasons for and times of sales.

Assessment of whether contractual cash flows
constitute 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, Far the purposes of this assessment,
‘pringipal’ is defined as the financial asset’s fair
value upon initial recognition. Interest is defined as
consideration for the time valua of monaey, credit
risk, other fundamental lending risks (such as
liquidity risk) and costs (such as administrative
expenses), as well as a profit margin,

To assess whether the financial asset’s
contractual cash flows constitute solely payments
of principal and interest, the contractual terms of
the financial asset are reviewed, If there are
contractual tenms that could change the timing or
amounts of the contractual cash flows, modify the
consideration for the time value of money, cause
leverage or entall extra costs for prepayment and
extension, then the cash flows are deemed not to
constitute solely payments of principal and interest,

Amortised cost

Afinancial asset is to be measured at amortisect

cost if both of tha foflowing conditions are met:

» The objective of the business model is to coliect
contractual cash flows.

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 credit kosses relating to financial
instruments measured at amortisad cost ars
recognised on the income statement in net interest
income and the row for credit losses, respectively.
Early repayment charges for keans redeemed
ahead of time, as well as capital gains/losses
generated from repurchases of the Bank's own
issued securitles, are recognised on the income
statement under Net gains/Alosses on financial
transactions. Foreign exchange effects are also
recognised in net gainsAosses on financial
{ransactions.

Fair value through profit or loss, mandatory
If a financial asset does not meet the conditions
for meastrement at amortised cost or for
measurement at fair value through other
comprehansive income, measurament at fair
value through profit or loss is mandatory,

Financial assets and kabilities held for trading are
always classified as measured at fair valus through
profit or koss, as are financial assets managed and
evaluated on a fair value basis.

The measurement category cafled tair value
through profit or loss, mandatory, includes
derivatives, value change of interest-hedged items.
in portfolio hedges, and assets where the customer
bears the value change risk.

Foreign sxchange effects, unrealised and
realised changes in value related to these
instruments ara recognised in the income
statement under Net gains/fosses on financial
transactions.

For the recognition of derivatives through hedge
accounting, sea saction 11,

Fair value through profit or loss, fair value
option

There is an option, at initial racognition, to
irevocably designate a financial asset as measured
at fair value through profit or loss if doing so
diminates or significantly reduces a measurement
or recognition inconsistency ('accounting
mismatch’) that would otherwise arisa from
measuring the asset.

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

At 31 December 2020 and 31 December 2019, the
only instance for the company whena the above criteria
inthe measurement category were met was labiities
where the customer bears the value change risk.
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NOTES

NOTE1 Cent.

Reclassifications of financial instruments.

As a general rule, financial assets are not
reclassified after initial recognition. Reclassification
is permitted in the rare cases where the company
changes the businass model it applies for the
management of a portfolio of financial assets. The
reclassification of financial ltabifities is not permitted
alter initial racognition.

Financial g and loan

kssuer to make specified payments to reimburse the

holder for a loss incurred bacalse a specified debtor
fais to make payment when due in accordance with
the tarms of a debt instrument (loan), for exampie,
a credit guarantee. The tair value of an issued
guarantee is the same as the premium received when
it was issued. Upon initial recognition, the premaum
received for the guarantes is recognised as a liability
under Accrued expenses and defemed income on
the balance sheet. The guarantes is subsequently
measurad at the higher of the amortisad premiurm or
the provision for the expectad loss. Premiums relating
to issued financial guarantess are amaortised in net fee
and commission income over the validity period of tha
guarantes. in addition, the total guaranteed amount
relating to guarantees issued is reported off the
balance sheet as a contingent abillty. ses note 23,
Premiums for purchased financial guarantees
are accrued and recognised as decreased interest
income in net interest income if the debt instrument
1o which the guarantes refers is recognised there,
Loan commitments ara reportad off the: batance
sheet until the settiement date of tha loan, see note
23. Feas receivad for loan commitrments are accruad
nnet fes and commission incoma over the maturity
of the commitmeant unless it s highly probable that the
commitrnent wil be fulfiled, in which casa the fea
received is included in the effective interest of the loan.
Financial guarantees and irmevocable loan
commitments are subject to impairment testing,
see section 10.

Compound financial instruments

A compound (hybrid) financial instrument consists
of an embedded derivative and a non-derivative
host contract. Soms of the compound instrument’s
cash flows vary in a way similar to the cash flows of
a stand-alona derivative.

If the host contract in a compound financial
instrument is a financial liability, an embedded
derivative must be separated from the host
contract and recognised as a dertvative if:

s the economic characteristics and risks of the
embedded derivalive are not closely related to
the economic characteristics and risks of the
host contract,

a separate instrument with the same terms as
the embedded derivative would mest the
definition of a derivative, and

the compound financial instrument is not
measured at fair value through profit or logs (that
is, a derfvativa that is embedded in a financial
kability measured at fair value through profit or
loss is not separatad).

Separate recagnition is not applied to compound
financial instruments when the host contract is a
financial asset. Financial assets with embedded
derivatives are regarded as a whole when assassing
whather their contractual cash flows constitute solely
payments of principal and intarest.

Repurchase agreements and reverse
repurchase agreements

Repurchase agreements, or repo transactions,
refer to agreements where the parties
simuftaneously agree on the sale of specific
securiies and the repurchase of these securities at
a pre-determined price. Securities sold in arepo
transaction (repurchase agreement) remain on the
balance sheet during the life of the transaction, as
the company is exposed to tha value change risk

instrument is also reported off-balance as a
pledged asset. Depending on the counterparty,
payment recalved Is recognised under due to credit
institutions or as deposits and borrowing from the
! pubiic, Securities bought in a rapo transaction
{revarse repurchase agreement) are accounted
for in the comesponding way, |.e. they are not
racognised on the balance sheet during the life of
the transaction. Depending on the counterparty,
the payment mads is recognisad under landing
to other credit institutions or loans to the public.
Coltateral recsived which is sold on under
repurchase agresments is recognised off-balance
as a commitment.

Derivative instruments

All derivatives are recognised on the balance sheet
at fair value. Derivatives with positive fair values are
recognised on the assets side under Derivative
instruments. Derivatives with negative fair values.
are recognised on the fiabilities side under
Derivative instruments, Reafisad and uhrealised
gains and losses on derivatives are recognised in
the income statemnent under Net gainsAosses on
financial transactions. For the recognition of dervatives
through hedge accounting. see section 11,

9. 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 could be transferred in a
normal transaction between independent market
participants.

For financial nstruments traded on an active
market, the fair value is the sama as the quoted
market price, An active market is one where quoted
prices are readily and regularly avallable from a
regutated market, execution venue, reliable news
senvice or equivalent, and where the price
information received can be verified by rmeans of
requtarty occurring transactions. The current
market price coresponds to the price between
the bid price and the offer price which is most
representative of fair value under the
circumstances. For groups of financial instruments
which are managed on the basis of the company's
nét exposure to market risk, the current market
price is presumed to be the same as the price
which wouid be recaived or paid if the nat position
were divested.

For financial instruments whera thera is no reliable
information about market prices, fair value is
established using valuation models, The valuation
models used ars based on input data which
essantially can be verified using market obsarvations
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
taka into consideration when setting a price. The
asstanptions Lsed in the vahsation are based on
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internally generated experience and are continuously
examined by the risk contral function. The result is
compared with the actual outcorme so as to identify
any need for adaptations of assumptions and
forecasting models.

Derivatives

Derivatives which ars traded on an active market
are valued at market price. Most of the company's
derivative contracts, including interest rate swaps
Financlal guarantess are contracts that requira tha . applying o the security during this period:-The sold — and various typas of linear currency derivativas, are
valued using valuation models based on market
rates and other market prices. The valuation of
nan-linear derivative contracts that are not actively
{raded is also based on a reasonable assumption
of market-based input data such as volatility.

All derivatives are included in hedge accounting.

All derivative nstruments are used to match funding
and lending (hedged items). The derivative's
nominal interest fiows may differ from current
market rates at the time of the transaction, meaning
that there may be initial amounts to recefve or pay.
These correspond to the dertvativa's initial markat
value and are referred to as a transaction price or
“up-front fea”. The transaction price comesponds
to the premium/discount of funding at the time of
issue and ensures efficiency in hedge accounting
over the entire maturity period.

Assets and liabilities where the customer bears
the value change risk

Assets where the customer bears the valua change
risk mainly comprise shares in unit-finked insurance
contracis. These shares are valued using the fund's
current market vahue (NAV). Each asset cormesponds
to a fability wherae the customer bears the value
change risk, The valuation of thesa liabilities reflects
tha valuation of the assets. Since the policyholders/
shareholders have pricr rights to the assets, thera is
no motive to adjust the valuation for cradit risk, Assats
and lahilities where the customer bears the value
change risk have essentially been classified &t fair
valua through profit or loss.

10. CREDIT LOSSES

Expectad credit losses

The impairmant ndes presented in [FRS 9 apply to
financial assets at amortised cost, financial assets
at fair valua through other comprehansive income,
as well as financial guarantees and irrevocable loan
commitments, and are based on a model for the
recognition of expected credit losses (ECL). This
model stipulates that the provision must reflect a
probability-weighted amount determined through
the evatluation of a2 number of potential culcomes,
with conslderation given to all reasonable and
verifiable information avallabla as per the raporting
date without unreasonable expense or exertion.
The assessment takes into account historical,
current and fulure-oriented factors. The assets

1o be tested for impaimment are divided into the
following three stages, depending on the degres
of credit impairment:

Slage 1 comprises financial assets with no
significant increasa in credit risk since initial
recognition.

Stage 2 comprises financial assets with a
significant increase in credit sk since initial
recognition, but for which there is no objective
evidenca that the claim is credit-impaired at the
time of reporting.
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Stage 3 comprisas financial assets for which
obijective circumstances have been identified
ndicating that the claim is credit-impaired. For
adefinition of credit-impaired assets, refer to the
heading Defautt/Creditimpaired asset below.

In Stage i, provsions are to be recognisaed which
carmespond to the loss expecied to ocour within
12 months as a result of default. In Stage 2 and
Stage 3. provisions are to be recognised
comesponding to the loss expected to occur at

some time during the whole of the remaining
matunity of the asset as a result of defaut.

For agreements In Stage 1 and Stage 2, there is
a Group-wide, central process using model-based
calculations. The process begins for all agreements
with an assessment of whether there has beena
significant increase in the cradit rigk since initial
recognition {start date of the agreement}. Fora
move detailed description of significant increase in
credit risk, see the Credit risks section of note 2.
The provisions in the different impairment stages
ara calculated on an individual basis.

Manual calcutation is used for agreements in
Stage 3, with the exception of a small portiolio
of hemogenecus claims which have a model-
calculated provision in Stage 3. One exception to
this is a small portfolio of hormogeneous claims in
Stage 3 with sirnilar risk profiles, which also uses
amodsi-based caleulation. In conjunction with each
reporling date, an assessment is made at agreement
level 2s to whether an agreement will be subject o
model-basad calculation or a mamual calcutation,

Model-based calculation

The calculations of expected credit losses are
primarily aflected by the risk parameters ‘probabllity
of default’ (PD), ‘exposurs at default’ (EAD) and
‘loss given default” LGD). Expectad credit losses
are determined by calculating PD, EAD and LGD up
to the expected final maturity date of the agreement.
The threa risk parameters are multiplied and
adjusted by the sunvval probability or, altematively,
the probability that a credit axposure has not
defaulted or been repaid in advanca. The estimated
expected credit losses are then discounted back to
the reporting date using the onginal effective interest
rate and are totalled. The total of credit losses for
Stage 1 is calculated with the probabifity of defautt
for the next 12 months, whils for Stage 2 and Stage
3, the calcutation applies the probabiiity of defauft
during the asset's time to maturity.

The caiculation of the expected credt kesses takes
into consideration at least thres macroeconomic
scenarios (one neutral, one positive and cne negative
scenario) with refevant macroeconomic risk factors,
such as unemployment, key rates and central bank
rates, GDP inflation and property prices. by country.
Tha various scenarios are used 1o adjust the risk
parameters. Every macroeconamic scenario is
assigned a probabiity, and the expected credit ksses
are obiained as a probabdty-weighted average of tha
expected credit losses for each scenano.

For more detailed information on the models
used to caleulate expected credit losses for
agreemenia in Stage 1 and Staga 2 {and for a small
portfolio of hemogeneous claims in Staga 3), and
for an explanation of concepis such as PD, EAD
and LGD, expected maturity, sigrificant increase in
credit risk and macroeconomic infarmation, see the
Credit risks section in nole 2. For a sensitivity
analysis for expected credit losses, see note 8.

Manual caleulation

Assats in Stage 3 are tested for impalrment on an
incividual basis using a manual calculation (with the
exception of a small portiolio of homogeneous
claims which have a model-calcuiated provision

in Stage 3). This testing is carried out on aregular
basis and in conjunction with every reporting date
by the local branch with business responstbility
{unit with customer and credit responsibility) and is
decided by the regional credit committes or central

NOTES

Recognition and presentation of credit losses.

» Financial assets measured at amortised cost are
recogrised on the balance sheet at thair net
amount, after the daduction of expected credit
losses.

+ Off-balance sheet items {financial guarantees and
irrevocabie loan commitments) are recognised at
their nominal amounts. Provisions for expected
credit kossas on thesa instruments ars recognised
as a provision on the balance sheet.

credit deparimant.

Impairment testing is carried out when there are
objective circumstances which indicate that the
counterparty will not be ahle to futfilits contractual
obligations, accomding to iha definition of default.
Such objective circumatances could be, for
example, late payment or non-payment, achangs
in the internal rating. or if the borrower enters
bankruptcy.

Impairment testing involves an estimation of
future cash flows and the value of tha collateral
(including guarantees). Consideration is normally
given to at least two forward-looking scenarios
for expected cash flows, based on both the
customer's rapayment capacity and the value of
the collateral. The outcome of these scenarios is
probability-weighted and discounted with the foan's
original affectiva interest rate. The scenarios used
may taka into account both macroeconomic and
agreement-specific factors, depending on what is
deemed to affect the individual counterparty’s
repayment capacity and the value of the collateral.
The assessment takes into account the specific
characteristics of the individual counterparty.

An impalrment loss is recognised If the estimated
racoverabla armount is less than the carrying
amount.

Expert-based cafculation

Expert-based calculation is also camed out for
cradit losses in onder to incomporate the estimated
impact of factors not deemed to have been
captured by the model (Stage 1, Stage 2 and fora
small portion of hormogeneous claims in Stage 3),
or which have not been considerad in the manual
assessment {Stage 3). The model-based
calcuiations are constructed with the ambition of
making as accurate estimations as passible of the
individual contributions to the overall pravision
requirement. However, itis very difficult to
incorporate all of the particutar characteristics that
dafine an individual agreement into a general
model. For this reason, a manual analysis is carmed
out of the agreements which give the largast
contributions to the overall provision reguiremnent.
The manual analysis aims to apply expen
knowledge about the individual credits to assess
whether the model-based or manual calctiation
needs to ba replaced with an expert-based
calculation. An expert-based calculation may result
in either a higher or a lower provislon requirement
than the original calculation,

Expart-based calculation can also be carried out
at a more aggregate level to adjust the mode-
based calculations for a sub-portfolio or similar,
These adjustments are distributed proporticnally
aver the agreaments involved. An expert-based
calculation may entail either a higher or lower
provision requirement than tha original calcutation.

~Financial assets meastiréd at amonisad Cost
and ofi-balance sheet items, are recognised in
the period's credit losses {expected and actual)
in tha income statement under tha item Credit
losses. Gredit losses comprise the perod’s
provisions for expected credit losses, less
reversals of previous provisions, as welt as write-
offs and recoveries during the period.
Wiite-offs comprise actual credit losses, less
reversals of previous provisions for expected
credit losses in Stage 3 and may rafar to either tha
entirety or parts of a financial asset. Write-offs are
recorded when thers is deemed 1o be no realistic
possibility of repayment. Follawing a write-off, the:
claim on the borrower and any guarantor normafly
rernains and is thereafter, as 2 nie, monitored.
Monitoring is not pursued in certain situations,
such as when a trustee in bankruptcy has
submitted their final accounts of tha distribution of
assats in conjunction with the bankruptcy, when
a scheme of arangement has been accepted or
when a claim has besn waived iniis entirety.
Claims for which a concesslon is granted in
conjunction with a restructuring of financial assets
ara always recognised as actual credit losses.

* Payments accruing to the company in relation to

written-off inancial assets are recognised in

income as recoverias. Further information on

credit losses is provided in note 8.

Default/Cradit-impalred asset

‘Tha company's definition of defaLilt is identical io
that applied in the Capital Raquirements Regulation,
entaifing either that the counterparty is over 90 days
overdue with a payment or that an assessment has
been made that the counterparty will be unabls to
futfil their contractual payment obligations.

Such an assassmant implies that it is deemed
to be more likely that the borrower will be unable
to pay than that they will be able to pay. This
assessment is based on all available information
about the borrower’s repayment capacity.
Consideration is given {o indicators of insolvency
such as insutficient liquidity, late/cancelfed
payments, records of non-payment or other signs
of impaired repayment capacity. Other signals may
include the bomower being declared bankrupt or
the granting of a substantial concesslon or
forbearance measure, entaling a decraase in the
value of the company's claim on the bormower,

The probability of defautt is calculated betore
each reporting date and is incorporated in tha
assessment of whether there has been a significant
increasa in the credit risk since the initial recognition,
as well asin the calculation of expected credit
losses for financial assels in Stage 1 and Stage 2.

A credit-impalred financial asset, which is an
exposurg in Stage 3, is defined as an exposure in
defautt. This means that the assessment for
accounting purposes is consistant with the
assessment used in the company’s cradit risk
management.
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NOTES

NOTE1 Cont

Interest

In Stage 1 and Stage 2, recognition of interest
income attributable to items on the balance sheat
Is based on gross accounting, which means that
the full amount of interest income is recognised

in net interest income. In Staga 3, interest income
is recognised net, that is, taking into account
impaiment. Intarest rate effects arlsing dua to
discounting effects, atiributable to the decrease of
tha period until the expected payment, resuftina

with a new agreement. In such cases, the
modification date constitutes the initial recognition
data for the new agreement and is used thereafter
for the calculation of expected credit losses and for
assassing whether there has been a significant

incraasa in the credit risk since the initial recognition.

11. HEDGE ACCOUNTING (IAS 39)
The company applies different methaods for hedge

reversal of previously provisionad amounts and are
recognised as interest income in accordance with
the effective intarest method.

Valuation of repossessed property and
equipment to protect claims
Upon initial recognition, repossessed property and
equipment is recognised at fair value on the
balance sheet. Repossessed property and
equipment which is expected to be divested n the
near future is valued at the lower of the carmying
amount and fair valus less costs to sell.
Repossessed property which is not expected
to be divested in the near future is reported as.
investrment properties at fair value through profit
or loss.

Modified financial assets

Aloanis seen as modified when the terms and
provisions which determine the cash flows are
amended relative {o those in the original agreemant
as the result of implementad measures in the form
of concessions (forbearance) or commercial
renegotiations. Forbearanca refers to changes

to terms and conditions in conjunction with
restructuring or other financial relief measures
implemented with the objective of securing
repayment in full, or of maximising repayment of
the outstanding loan amount from bomowers
expariencing or facing financial difficulties.
Commercial renegotiations refer to changes to
terms and conditions which are not related to a
borrower's financtal difficutties, such as changes
in the cash flow for a loan arising due to changes
in market conditions with regard to repayment or
interest.

If the cash flows from a financial asset whichis
classified as measured at amortised cost have
been modified, but the cash flows have nat
sigrificantly changed, the modification does not
normally causs the financial asset to be removed
from the balance sheet. In such cases, the gross
camying amount is recalciiated on the basis of the
changed cash fiows of the financial asset, and the
adjustment amount is recognised as a modification
gain or lass in the iIncome statement. As there may
be various reasons for Implementing a modification,
there is no unconditional connection batwasen
modifications and assessad credit risk.

When a financial asset is subject to forbearance
measures and the asset remains on the balance
sheet, it is classified in Stage 2 or Stage 3, based
on the cutcome of the assessment made when
granting the concession. The assessment involves
a chack of whether a provision is reqfired for credit
loss, or other circumstance which results in
classification in Stage 3. If a financial asset is.
modified in a way that results in significantly
changed cash flows, the mocdified financial assat is
derecagnised from the balance sheet and replaced

hedga. Derivatives - mainly interest rate swaps and
cross-cumency interest rate swaps — are used as
hedging instruments. In addition, when hedging
foreign exchange risks related 1o net investments
in foreign operations, liabiities in the functional
currency of the respective foreign operation are
used as a hedging instrument. As part of the
company’s hedging sirategies, the valua changes
of hedging instruments are sometimes divided into
saparate components and included in mors than
one hedge relationship, Therefore, one and the
same hedging instrument can hedge different risks.
Hedging instruments are only split in this way if the
hedged risks can be clearly identified, the efficiency
can be refiably measured, and the total value
change of the hadging instrument is included in

a hedge relationship.

Cash flow hedge

Cash flow hedges are applied to manage
exposures to variations in cash flows relating to
changes in the floating interest rates on lending and
borrowing. The expected maturity for this typa of
lendiing and borrawing is normally much longer
than the fixing period, which is very short. Cash
flow hedging is also used to hedge foreign
exchange risk in futLre cash flows deriving from
lending and borrowing. Derivatives which are
hedging instruments in cash flow hedges are
maasured at fair value. If the desivative's value
change is effective - that is, it correspands to future
cash flows refated to the hedged item - it is
recognised as a component of Other
comprehensive inceme and in the hedge reserve in
equity. Ineffective components of the dervative's
value change are recognised in the income
staterant under Net gainsfosses on financial
transactions. When a cash flow hedge is
termminated early, the cumulative gain or foss on the
hedging instrument previously recognised in other
comprehensive income is amortised under Net
gains/osses on financial transactions during the
period inwhich the hedged cash flows are
expected to oceur. If cash fiow hedges are
terminated eary and the hedged cash flows are no
longer expected 16 occur, the accumutated value
change is reclassified in the hedge reserve to Net
gains/losses on financial transactions. See note 13.

Hedge accounting at fair value

Fair value hedges are used io protect the company
against undesirabla impact on profitloss due to
axposurs to changes in market prices. Fair vahue
hedges are applied for individual assets and
liabilities and for portfotios of financial instruments.
Hedged risks in hedging packages at fair vaiue
comprise the interest rate and foreign exchanga rick
on lending and borrowing at fixed interest rates, and
also lending with interest rate caps. The hedging
instruments in these hedging relaticnships comprisa
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interest rate swaps and interest rate gptions. In the
case of 1air value hedges, the hedge instrument and
hedged risk are both recognised at fair value.
Changes in value are recognised directly in the
income statement under Net gainsflosses on
financial transactions. When portfolic hedging is
appbed, the value of the hadged item Is reported as
a separate line item on the balance shaet in
conjunction with Loans to the public. When fair

accrued value changa on the hedgad item is
amortised in Net gainsAosses on financial
transactions during the remaining tire to maturity.
When a fair value hedge is terminated early, and the
hedged item no longer exists, the value change
generated is reversed directly under Net gains/
losses on financial transactions. Accumutated
changes in the value of portfolio hedges which have
been terminated early are reported on the balance
sheet under Other assets.

12, INTANGIBLE ASSETS (IAS 38)

Recognition in the balanca sheet

Anintangible asset is an identifiable, non-monetary
asset without physical form. An intangible assat

is only recognised on the batance sheat if the
probable future econamic benefits attrioutable to
the asset will flow 1o the company and the
acquisition cost can be reliably measured. This
means that Internally ganerated valuas in the form
of gocdwill, trademarks, customer databases and
similar are not recognisad as assets on the balance
sheat.

Investments in software developed in-houss are
recognised as an expansa on a current basis to the
extent that the expenditure refers to maintenance
of existing business operations or software. in the
casas of in-house development of new software, or
development of existing software for new business
operations, the expenditure incurmed that can be
reliably measured, is capitalised from the time when
it is probable that economic benefit will arise.
Expenditure arising from borrowing costs is
capitalised from the date on which the decision
was mace {o capitalise expenditure for
devalopment of intangible assets.

Intangible assets with afinite useful life
Intangible assets for which it is possibla to establish
an estimated usefu! life are amortised. The
amorntisation is on a straight-line basis over the
usefid life of the assetl. Currently this means that
internally developed software is nommally amaortised
over five years. In certain infrastructure projects, the
useful life is assessed to be more than five years.
For thesa types of investment, tha amaortisation
period is up to 15 years. The amortisation period is
tested on an individual basis at tha time of new
acquisition and also continually if there are
indications that the useful lile may hava changed.
Intangible assets with a finite useful life are reviewed
for impairment when thera is an indication that the
asset may have decreased in value. Impairment
testing is performed by calculating the recoverable
amount of the assets, i.e. the higher of the value in
use and the fair value less costs to sefl. As long as
the recoverable amount exceeds the carrying
amount, no impairment loss needs to be
recognised. Impaiment losses are racognised
directly in the income statemant.
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13. PROPERTY AND EQUIPMENT {AS 18)
The compary's tangible non-current assats consist
of equipment. These assets ars recorded at cost of
acquisition less accumulated depreciation and
impairment losses. Depreciation is based on the
estimated useful lives of the assets. A linear
depreciation plan is usually applied. The estimated
useful lives are reviewed annually. Personal
computers and other [T equipment are usually
depreciated over threa years and investments in

Net interest income also includes interest from
derivative instruments recognised through hedge
accounting and interest from derivatives in
economic hedges, as these hedge items for which
the interest flows are recognised under Net interast
incoma.

Al interest income and interest expense are
racognised as net interest income in the income
statement.

In addition to interest income and interest

NOTES

Net gains/losses on financial transactions

Net gainsfosses on financial transactions shows

the impact on profit or loss that arises when

measuring financial assets and kabilities at fair value
through profit or koss and when financial assets and
fiabilities are realised. Gains/losses on financial

instrumenis at amortised cost consist of realised

gains and losses on financial assats and liabllities
classified as measured at amortised cost, such as

early repayment Gharges for loans redeemed ahead ——

premises over ten years: Other equipment is’
namally depreciated over five years, Impairment
testing of property and equipment is camied out
when there is an indication that the value of the
asset may have decreased. Impairment loss is
recognised in cases where the racoverable amaount
is less than the carrying amount. Any impairment
losses are recognised immediately in the income
statement. An impairment charge is reversed if
there is an indication that there is no konger any
impairment loss and there has been a change in the
assumptions undertying the estimated recoverable
arount,

14, EQUITY
Equity comprises the components described here.

Hedge reserve

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

Translation reserve

The translation reserve comprises unreatised
fareign exchanga effects arising dus to transtation
af foraign units to tha company’s presentation
GUITeNGY.

Retained earnings including profit for the year
Retainad earnings comprise the profits generated
from tha current and previous financial years.
Dividends are reported as deductions from retained
eamings. Realised gainsfosses which are
attributabla to eqguity instruments classified as
measured at fair value through other comprehensive
incormne are reclassified from the fair value reserva to
retained eamings.

15. GROUP CONTRIBUTION

Group contributions are recognised in accordance
with tha economic substance of the contribution.
Group contributions provided by the company to
iha parent company are treated as dividends and
recognisad as a reduction of retained earnings.

16. INCOME

Net interest income

Interest income and interest expenses are
cakulated and recognised by applying the effective
intgrest method or, whera considered appropriate,
by applying 2 method that results in an amount
constituting a reasonable estimate of the results of
a calculation based on the effective interest
method, Effective interest includes fees which are
considerad an integral part of the effective interest
rate of a financial instrument (generally fees
recaived as compensation for risk). The effeciive
interest rate corresponds to the rate used to
discount future contractual cash flows ta the
carvying amount of the financial asset or fiabifity.

expenses, net interest incoma includes fees for
state guarantees, such as deposit guarantaes and
the resolution fee. See note 3.

Revenuae from contracts with customers

The standard Revenue from contracts with
customers, IFRS 15, is applied for diffarent types of
sendcas which are mainly recognised under Fee
and cornmission income in tha incoma statement.
IFRS 15is also applicable to the item Other
income. However, Other income does not, in all
material respecis, refer to income from contracts
with customers.

The income is recognised at the point in time at
which the performance obligation is fulfiled, which
corresponds to the transfer of control over the
senvice to the customer. The total reimbursement is
divided between each senvice and recognition in
income depends on whether the sendces are
tulfilled at a specific point in time, or over time.

The foliowing principles apply 1o the time at
which income is recognised:

The income recognised must reflact the
anticipated income. When the income includes
variable reimbursement, such as a discount, bonus
or performance-based element, the income is
recognised only when it is highly probable that no
repayment of the amount will taka place.

Payments are made on a regular basis as the
senices are periommed and advance payments
refer 1o a maximum of 12 months into the future.
Accrued income is recognised for senvices
rendered which are yet to be pald for and daferred
income is recognised for shori-term advance
payments for services which ara yet to be rendered.
Incorme from contracts with customers constitutes
an insignificant proportion of the iterms Other
accrued income and Deferred income. There is
no additional expenditure to obtain a contract with
a customer recognised as an assat (prepaid
expense), instead additional expenditure to abtain
acontract with a customer is recognised as an
expense during the accounting period in which
it arises.

Net fee and commission income

Income and expanse for vanous kinds of services
are recognised in the incoma statement under the
items Fee and commission incoma and Fee and
commission expanse, respectfvely. This means that
itams such as premiums for financial guarantees
given are recognised as commissions. Guarantee
commissions that are comparable to intarest and
fees that constitute integrated components of
financial instruments and therefore are included
when calculating the effective interest are
recognised under Net interest incoms and not
commissions. Fes and commission expense

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

of time, and capital gains/osses generated from
repurchases of tha Bank's own issued securities
and premature closing of derivalives contracts.

Gains/osses on financial instruments meastred
at fair valua through profit or loss, fair value option,
consist of unrealised and realised changes in the
value of financial assets and liabilities that upon
initial recognition were identified as measured at
fair value through profit or loss.

GainsAosses on financial instruments measured
at fair value through profit or loss, mandatory,
consist of unrealised and realised changas in value,
dividend income and interest {with the exception
of interest deriving from derivatives used to hadga
items for which the interest flaw Is recognised in
net interest income) on flinancial assets and
liablities held for trading, or which are managed
and evaluated on the basis of fair value.

Fair vahue hedges consist or unrealised and
realised changes in the value of hedging instruments,
and the hedged risk component in financial assats
and liabilities which constitute hedged items in fair
valus hedges. Insffactive portion of cash fiow
hedges consists of changes in the value of hedging
instruments which do not comespond to future
cash flows attributable to the hedged itam.

17. EMPLOYEE BENEFITS

Staff costs

Staff costs consist of salaries, pansion costs and
other forms of direct staff costs including social
security costs, special payroll tax on pension costs
and other forms of payroll overhaads. Any
ramuneration in connection with terminated
employment is recognised as a liability when the
agreemeny is reached and amortised over the
remaining employrment period.

Accounting for pensions {IAS 19}

Defined banafit plans

The company has pension cbligations which
are guaranteed through insurance with
Pensionskassan SHB, Farsakringsférening
[pension fund). Thess abligations are reported
according to the 1AS 18 nulas for defined benafit
plans, whereby the company under common
control shares tha 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
thesa rules, the company reponis the insurance
charges which are debited for the penod as

an expense,

Defined contribution pension plans”

Definad contribution pension plans are plans whare
the company's abligations are limited to the
contributions tha company has underiaken to pay.
In such cases, the size of the employee's pensionis
determined by the contributions the company pays
towards the plan or to an insurance comparty and
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the return on the capital invested that thess
cantributions generate. Consequently, it is the
employee who bears the actuarial risk (that benefits
will be less than expected) and the investment risk
{that assets invested will ba insuflicient to meet
expected benefits). The company's cbligations
regiarding contributions to defined contribution
plans are reported as an expanse in the profit for
the year to the degree such benefits are
accumulated as a result of the employees working
for the company over & period of time.

economic developments have an impact on the
company’s view of the provision needed to cover
expected losses. The calculation of the provision
requirament for expected credit losses is based on
the neutral scenario proposed by the company's
macro-research unit. As the losses may be more
highly affected by a future detericration of
economic trends than by the equivalent

Manuat and axpert-based calculation
As a general rule, manual calcutations are used for
agreements in Stage 3, with the exception of a
small portfolio of homogeneous claims in Stage 3.
Expert-basad calculation is carried out for model
outcomes on egreements in Stage 1 and Stage 2, in
order to incomorata the estimated impact of fagtors
not deemed to have been capiured by the model
improvement, the company uses at least two and also for manually assessed agreements. in
alternative scenarios to take into account the non- Stage 3. For a more datalled dascription of manual
linaar aspects of expected credit losses. Thess ——— and expert-based calculation; sae Manual calcutation

L]

18. TAXES (AS 12)

The tax expense for the period consists of cumrent
tax and deferved tax. Current tax refers to taxes
relating to tha parod'’s, or previous periods’,
taxable result. Defarred tax is tax referring to
temporary differences between the camying
amount of an asset or liability and its taxable value.
Deferred taxes ara valued at the tax rate which is
deemad to be applicabls when thaitem is realised.
Defarred tax ctaims related to deductible temporary
differences and loss carry forwards are only
recognised if it is probabie that they will be utiised.
Deferred tax iabilities are recognised at nominal
value. Tax is recognised in the income statement, in
Other camprehensive income or directly in equity
depending on where the underlying transaction is
reported.

19, ESTIMATES AND KEY ASSUMPTIONS

In certain cases, the application of tha company's
accounting poficies means that assessmants must
be made that have a material impact on amounts
reported. The amounts reported are also affected,
in a number of cases, by estimates and
assumptions about the future. Such assumptions
always imply a risk for adjustment of the reported
value of assets and liabifities, The assessments
and assumptions appilled always reflact the
management’s best and fairest assessments.

and are continually subject to examination

and validation. Below follows a raport of tha
assessments and assumptions that have had

a material impact on the fnancial reports.

Credit losses

The calautation of expected credit losses involves a
number of decisions amived at using assumptions
and assessments. The valuation of expected credit
losses is inherently associated with a certain
degree of uncertainty. Areas involving a high degrea
of assessment are described below under the
respective headings.

Forward-looking dala in macroeconomic scenarios
The company continuously monitors
macroeconomic develapments, with a particutar
focus an the home markets. Through this
prodfuced which form the basis for the forward-
locking data used in the model-based caiculation
of expected credit losses. The capacity of the
company’s customers to fulfll their contractual
payments varies in line with macroeconomic
developments. Consequently, future macro-

alternative scenarios represent conceivable and Expert-basad calcutation in section 10.
developments, one significantly worse and one
significantly better than the neutral scenario. The
most significant macroeconomic risk factors have
been selected on the basis of the company's koss
history over the past decade, supplamented with .
experience-based assessments. These Income statemenit {zvérage) 10.4873 , 10.5800
macroeconomic risk factors ere then used a5 Batance sheet (a1 end of period) 10.0414  10.4547
MacroecoNomic risk factors in the company’s i
quantitative statistical models for forecasting GBP 3 = SEK

migrations, defaults, loss rates and exposures. Income statament (average)
Magcroeconomic risk factors intlude unemployment,  Balance sheet (at end of period)

key rates and central bank rates, GDP, inflationand ~ USD 1 = SEX '

20. EXCHANGE RATES

SlDoc. 31 Dec

Exchange rates
2020 2m9

EUR 1 = SEK

117085 12,0608
1126 122435

propeity prices. The company's business model, 10 income statement (average) © 92039 94629

offer credit to customers with a high repayment Balanca sheet {at end of period) 8.1757 9.3392

capacity, means that the connection batwesn the NOK 1 = $EK

macroeconomic developments and the provision Income siatement (average)  ao7a 10748

requuemmnsrpt ahnrayspaﬂictﬂaﬂy pronounceq. sheet ot end o pariod) 0841¢ 10588

For a more detailed descrption of macrosconsmic :

information, see the Crediit risks section of note 2 DKK1 = SEK

and for a sensitivity analysis, see note 8. Income gtatement (average) 14069 14184
Balanca sheet {at end of period) - 1.3498° 1.3996

Significant increase in creoit sk CHF 1 = SEK

The company makes an assessment at agreement Income statement (average) 9.8010, 9.5214

lavel at the end of aach reporting pariod as to Balarncs sheet {at end of pariod) © 9.2606: 96080

whether there has been a significant increasa in
credit risk since initial recognition. For 2 more
detailed description of significant increase in credit
risk, sea the Credit risks section of note 2.

Model-based cakulation

Tha quantitative models which formn the basis tor
the calculation of expected credit losses for
agreements in Stage 1 and Stage 2 make use of
several assumptions and assessmants. One kay
assumption is that the quantifiable retationships
betwsen macroeconomic risk factors and risk
parameters In historical data are representative of
future events. 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 autcomes.
The quantitative models have been designed with
tha halp of aconometric models, applying the
assumption that the chservations are
indapendently conditioned by the risk factors, This
means that the risk parameters can be predicted
without distartion. Furthermore, a selection of the
most significant macroeconamic risk factors is
mada on the basis of the individual macroeconomic
risk factors' demonstrative ability on individual rigk
parameters. The selection of the macroeconomic
risk factors and specification of the mode! are
based on achieving a balance between simplicity.
demonstrative ability and stability.

" This text refers to tha BTPK plan, which i a defined contribution plan,
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NOTE 2 Risks and risk control

RISKS AND UNCERTAINTY FACTORS
Stadshypotek’s low risk tolerance means that, as
part of the Handalsbanken Group, Stadshypotek
avoids granting credits to high-risk customers.
This, combined with good capitalisation and a
strong kquidity situation, makes the company wel
prepared to operate in a stricter regulatory
emvironment and more difficult market conditions.

RISK CONTROL

Stadshypotek’s operations are conducted with a
controlied low fevel of risk, Stadshypotek’s risks are
credit risk, market risk, liquidity risk, operational
risk and business risk. Credit risk is the risk of
Stadshypotek tacing sconomic loss because
Stadshypotek's counterpartios cannot fidfil their
contractual obligations. Market risk stems from
price changes in the financial markets. The market
risks affecting Stadshypotek are interest rate risk
and foreign exchange risk. Liquidity risk refers to
tha risk that Stadshypotek will not be able to meet
its payment obligations when they fall due without
being affected by unacceptable costs or losses.
Operational risk Is defined as the risk of koss due to
inadaquate or fatled internal processes, human
arror, malfunctioning systems, or external events.
The definition includes legal risk. Cradit risk is the:
mast significant risk for Stadshypotek.

The Stadshypotek Board establishes policies
describing how vanous risks are to be managed
and reported. In addition, Stadshypotek's Chisf
Executiva sets guidelines and instructions for
managing and controlling afl types of risk. These
documents are based on tha palicies that the.
Board of Handelsbanken has adopted for
managing and reporting risks within the
Handelsbanken Group as a whole. Stadshypotek's
risk managemnent aims 1o ensure compliance with
the strict approach to risk established by the Board.

Stadshypotek’s lending operations are
integrated with those of Handelsbanken, which
means that Stadshypotek's lending Is carried out
via the Bank’s branch network. Stadshypotek’s
funding needs are managed by Handelsbanken's
Treasury Department, Individual cutsourcing
agreements specify the senvices which
Handelsbanken is 1o perform on behalf of
Stadshypotek. Thus, the business operations at
Stadshypotek are conducted according to the
same fundamental principles which apply at
Handelsbanken. The Bank's corporata cultura is
characterised by a clear division of responsibility,
where each nart 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 equipped 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
responsibis for dealing with any problems that anise,
As a consequence, there ars strang incentives for
high risk awareness and for prudenca in businass
aperations. In addition to tha acocuntability of
dacision-makers, controf procedures are in place
1o ensure that excessive risks are not taken in
indhiduat transactions or local operations. In
lending, this means that large loans are subject

to imits and are assessed at various decision
levels, depending on the size of the credit kmit.
Procedures also exist to Emit market risk and
liquidity risk at Stadshypotek, where the company's
Board establishes fimits.

of business operations which is responsible for

the regular foflow-up and monitoring of all risks
applying to operations, primarily crediit rigk, market
risk, bquidity risk, counterparty risk and operational
risk. The Risk Control function carries out daily
measurements and checks to ensure that risk
exposure for markel, liquidity and counterparty
risks is within the set Emits. Limit utiisation is
reported internally within the company, and to

the parent company’s Group Risk Control function.
in addition, limit utilisation Is reported regularly to
Stadshypotek's Chief Executive and Board of
Directors.

Stadshypotek is also covered by Group Risk
Conirol at Handelsbanken, which Is designed to
identity the Handelsbanken Group's risks, gaugs
them, and ensura that management of thesa risks
complies with tha Group's low risk tolerance. Group
Risk Comtrol is responsible for the independent
reporting of risks for the banking group of which
Stadshypotek is a part. Group Risk Control atso
develops and provides maodels for measuring risk
that are applied in Stadshypotek's operations and
performs certain calcuiations that provide a basis
tor some of Stadshypotek’s external reporting.

Stadshypotek also has a procedure for continual
capital planning to ensura that it has a sufficient
amount of capital to secure the company's survival
if a sarious loss were to occur, despite the
measures taken to manage the risks. The method
for calculating economic capital ensures that all
risks are considered in a consistent manner when
the need for capital is assessed.

CREDIT RISKS

Credit risk is defined as the rigk of Stadshypotek
facing economic loss because its counterparties
cannat fulfl their contractual obigations.

Rules for lending at Stadshypotek

Lending is to be canied out in accordance with the
terms stated in Stadshypotek’s cradit instructions,
established annually by the company’s Board. The
credit instructions include the maximum permitted
loan-to-value ratio (LTV) for vasious property types
and a requirement that loans above a certain
amount be subject to an advarce examination
conducted by Stadshypotek's cradit department
betore the koan can be disbursed. Stadshypotek
primarily offers loans for residential properties.

Tha limit for satisfactory mortgage collateral
comesponds to a maximum of 85 per cent of the
markat value of the property in tha case of
residential properties such as detached houses,
housing co-operative apartments and second
homes. This applies to lending in Sweden and also
to Stadshypoteks branches in Norway and Finland.
At the branch in Denmark, it is possible t¢ borrow
up to 80 per cent of the property’s market value in
the case of residentiat properties. The above fimits
are set to reflect the customary loan-to-value ratios

Stadstypotek also hes risk control independent ——nat financed by Stadshypotek,

NOTES

for mortgage borrowing in each of the respective
countries, Fer office and commercial properties,
which are only morigaged in the Swedish market,
amaximum of 80 per cant of the market value
applies. Industrial and warehouss properties are

Principles for managing credit risk
Stadshypotek’s lending takes place through
Handelstranken's branch network. Lending
operalions ara based on the principles applying at
the Bank, but also take into account other special
instructions and regulations regarding the granting
of credit, as specified by Stadshypotek. In the
Bank's decentralised organisation, the branch
responsible for the customer has total credit
responsibility. The branches are responsitle for
credil decisions, but large credits are subject

to limits and are assessed by a special credit
organisation. Decisions on limits are made at the
branch, regional or central level, depending on the
sizo of the cradit kmit. The Bank is selective whan
choosing customers, and borowers must be of
high quality. The quality requirement is never
neglected in favour of higher credit volumes or

to achieve higher returns. Some 99 per cent (39)
of the overall volume for Stadshypotek's credit
exposures was o customers with a repayment
capacity assessed as normal or better than normal,
i.e. with a rating grade between one and five on the
Bank’s ten-point rating scale for risk.

Handelsbanken aims to be a relationship bank
and the branches maintain ongoing contact with
their customars, which gives them an in-depth
understanding of each indnidual customer and a
continually updated picture of the private customer
or company. This contact also enables the branch
to quickly identify any problems and take action, In
many cases, this means that the Bank can take
action more rapidly - bafore the problems have
escalated - than would have bean possible with a
more centralised management of problem loans.

In other words, the branch handles any problems
that arise when a customer's repayment capacity is
impaired. If necassary, the branch receives support
from the regional head office and Stadshypotek's
credit department. In accordance with tha Bank's
practices, all employeas whasa work involves
transactions linked to credit risk adopt a tied and
tested approach to suchrisks, and this constitutes
animportant part of the Handelshanken Group's
culture.

According to the Handelsbanken Group's and
Stadshypotek's credit policy, weak repayment
capacity can never ba accepted on the grounds
that good colateral has been offered to the Bank.
Cotateral may, however, substantially reduce
Stadshypotek's loss if tha bormower cannot futfl his/
her commitments. Gredits in Stadshypotek must
therefora always be satisfactorily secured by
martgages in property or a co-operative apartment.
Ungecured credit may be granted when the
borrower or guarantor is a government, regional
authority or municipality, or when lending to joint
ownarship associations. in addition to the advance
examination conducted in accordance with the
Credit Instructions for Stadshypotek,
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NOTE2 Cont.

Stadshypotek's credit department carres out

a further examination after loans have been
disbursed. This examination covers loans selected
according to pre-determined criteria, checking, for
exarmnple, that the loan-to-value ratio of properties
mortgaged complies with regulations. In addition,
Stadshypotek’s credit department conducls
regular checks of Stadshypotek's loan portfolio

to ensure that property values and LTVs gre at a
satisfactory level and comply with the Credit

agovernment, region or municipality, or when
tending to joint ownership associations.

For corporate exposures, the intemal rating set
for each countesparty is directly converted intc a
risk class graded on a scale fram 1 to 10 fwhere
risk class 10 refers to counterparties that have
defaulted). The corporate exposures are divided
into four counterparty types based on the business
evaluation template used for the counterparty. PD
is calcutated individually for each risk class and

e

Instructions for Stadshypotek. Stadshypotek’s————counterparty typa: ™

valuation unit carries out regular checks to ensure
that tha property valuations are correctly performed
and that they reflect the market value of the
property.

Risk classification

The Handslsbanken Group's risk rating systemn
comprises a number of differant systems,
methods, processes and procedures to support
the Handelsbanken Group's classification and
quantification of credit risk.

The Handelsbanken Group's intema risk
classification system, which is also used for credits
in Stadshypotek, is applied to measure tha credit
risk of &fl operations in a reliable and consistent
manner. The risk rating is based on the Bank's
internal rating, which s determnined by an
assessment of each counterparty’s repayment
capacity. The rating is determined by the risk of
financial strain and by the assessed resistanca to
this strain. The methed and classification are based
on the rating mode! applied by the Handelsbankan
Group.

The internal rating is the most important
compenent of the Handelshanken Group's model
for calculating capital reguirements according to
the IRB Approach. The rating is dynamic; it is
reassessed if there are signs that the countarparty's
repayment capacity has changed. The rating is also
reviewed periodically as stipulated in tha
regulations. Tha rating is made by the person
responsible for granting the credit and it is
subsequently checked by indapendent bodlas.

Risk rating methods

To quantify the Handelsbanken Group’s credit risks,
and thus also Stadshypotek's credit risks, a
calcutation is made of the customer's probability of
detault (PD}, the Handelsbanken Group's expected
exposure at default (EAD), and the proportion of
the exposure that the Handelsbanken Group is
expected 1o lose in the event of default fLoss
Given Detautt, LGD). Detautt is defined as when
the counterparty is either 90 days late in making
payment, or when an assessment has been made
that the counterparty will not ba able 10 pay as
contractually agreed, for example, if declared
bankrupt.

The PD value Is expressad as a percantage
whers, for exampla, a PD value of 0.5 per cent
meana that one bormowet in 200 with the same PD
value is expected to default within one year. A credit
in default does not necessarily mean that
Stadshypotek will incur a loss, since therais
collateral for the exposure. Nor does a dafault
mean that it is out of the question that the
countarparty will pay at some time in tha future,
since the payment problems may be temporary,
At Stadshypotek, unsecured loans may only be
granted when the borrower or guaranior is

For retzil exposures, the risk class is also based
on the internal rating assigned to all credit
customars. Tha rating is not translaled directly inio
a risk class as for corporate exposures; instead, the
different exposures ara sorted into a number of
smaller groups on the basis of certain factors. Such
factors includa the type of credit, the counterparty’s
debi-senvicing record and whether there are one or
more borrowers, An average default rate is
calculated for ¢ach of the smaller groups, and on
the basis of this, the groups are sorted into cne of
the ten risk classes, Different models ars used for
exposures 1o private individuals and to small
companies respectively (that are alsc classed as
retall exposures), but the principle is the same.

For retail exposures and exposures te medium-
sized companies, property companies and housing
co-operative associations, the LGD is determined
using the Handelsbanken Group's awn loss history.
For exposures 1o large corporates that are subject
to a capital requirement using the IRB Approach
with own estimates of LGD and credit conversion
factor {CCF), the LGD is determined on the basis of
internal Josses and external abservations. For retail
exposures secured by property in Sweden and for
property exposures to medium-sized companies,
property companies and housing co-operative
associations, different LGD values are applisd
depending on the LTV ratio of the collateral.

For each exposura class, the PD s calculated for
each of tha risk classes that refer to non-defautted
counterparties or agreements. PD is based on
calculations of the historical percentage of dafaults
for diffarent types of exposure. The averags default
rate is then adjusted by a margin of conservatism
and a business cycle adjustment factor. Tha margin
is intendad to ensura that the long-term probability
of default is not underestimated.

Stadshypotek has received approval from the
Swedish Financial Suparvisory Authority to use
new madels for calculation of the PD values for
companies. Thess models estimate the long-term
PD, including a margin of conservatisre and a
business cycle adjustment, at the portfolio level.
This portfolio PD is then allocated among the
various risk classes. Normally the portfolio PD will
not vary from year to year, theugh the risk-class PD
will, as the breakdown of counterparties among the
risk classes varies over time. When the new models
waere implemented, tha risk weights for companies
increased. whils the future variation of the risk
waights — and accordingly the capital requirement ~
decreased.

Whan establishing LGO, the risk measure must
reflect the loss rates during economically
unfavourable circumstances, known as downturn
LGD. For collateral in property, the downturmn LGD
is based on observed loas rates frormn the property
crisis in the earty 1990s.
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In addition to the capital adequacy calcutation,
measures of risk (PD, EAD, LGD) are used to
calculate the cost of capital in sach individual
transaction and to calculate economic capital (EC).
This means that margins in the form of business
cycle adjustments and conservatism adjustments
In the rigk measurements are also included in the
cost of capital in individual transactions and in
calculations of economic capital, which means that

__theloss ievels that the risk measurements imply are———————— "

conservative. The method used means that the
Handelsbanken Group's historical losses have a
direct impact on risk calcutations and capital
requiremenis,

PDintervals and proportion of axposure by
exposura type, corporate and retail, excluding
defaulted credits

Proportion of expasurs, %
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The diagram above shows a breakdown of
Stadshypotek's exposures (EAD), excluding credits
in default, between the different PD intervals for
each axposure class. The PD values used are
those applied when calculating the capital
raquirement.
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Cradit risk exposures by risk class

NOTES

Credit sk expasures by risk class Off-balance
2020 Balance shest itemns sheet itsms

Loans to Derivative
SEKm Loans ta the pubiic credit institutions. [~ Total
Risk class
1 443,564 - - ] 443,584
2 488,355 - - 2 488,357
3 355,073 - - 3 355,076
4 119,671 - = 1 ies72T
5 23,268 - - - 23,268
[ 3,703 - - [} 3703
7 18,571 - - - 18,571
8 ' 625 - - - 625
[ ' 5,882 - - - 5882
Defautta 519 . - - , s
Standardised approach a7 15,007 11,955 - 27,059
Total 1,439,326 15,007 11,955 6 1,466,296
Credit risk exposures by risk class Oft-balance
2018 Batance shest items sheat ltems

Loans to Dertvative
SEKm Loans to the public credit instituth C héliti Total
Risk clasa
1 383,426 - - - 383,426
2 483,975 - - 21 483,997
3 343,074 - - - 343,014
4 119,147 - - - 18,147
5 21,286 - - - 21,266
1 4,502 - - - 4,502
7 18,835 - - - 19,835
:] 513 - - 513
9 8,517 - . - 6,537
Defautts 845 - - - 845
Slandardised approach a9 11,544 18,027 - 28,670
Total 1,372,840 11,544 18,027 pal 1,402,532
Balance sheet items subject to impairment testing under IFRS 9, broken down by risk class
Balance sheet items that ere
subject to impairment testing,
broken down by risk class Gross Provisions.
2020
SEXm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3
Risk clags
1 444,343 1,226 - 3 -2 -
2 474,104 2,181 - -10 -4 -
a 354,922 3,166 - -1 -4 -
4 118,820 2,726 - -15 -5 -
5 20,9038 2446 - L] -8 -
-] 3.3 418 - -2 -5 -
7 15,776 2814 B 3 5 -
8 166 - 475 - 0 -7 -
9 2,677 3,232 - -5 -13 -
Detaults - - 609 - - 80+
Standardised approach i } . % 0 - o
Total 1,435,145 18,684 . 705 55 -54 60
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NOTES

NOTE 2 Cont.

Balance sheet tems that are
subject to impairment testing,

broken down by risk class Groas Provisions

2019

SEKm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3
Risk class

1 390,909 1,404 - -2 -2

2 480,210 2,801 - -1 -5

3 342,497 3,788 - -1 -5 -
4 114,840 2581 17 - a4

5 21,129 221 - L] -4

6 3.838 249 - 2 -3 -
7 18,247 2921 -2 -

8 141 445 - -3

9 2,844 3,184 - -5 -18

Detaunts - - 782 - - 72
Standardised approach 11,644 - 100 - - -
Total 1,364,200 15,584 882 ~56 -54 -T2

Loans to the public subject to impairment testing under IFRS 9, broken down by risk class

Loans to the public that are .
subject to impaimment tasting, v .
beoken down by risk class Gross Provisions

2020

SEKm Stage 1 Stage 2 Stage 3 Stage 1 Giage 2 Stage 3
Risk class

1 442,343 1,228 - -3 2

2 466,188 2,181 - -10 4

3 351,822 3,166 - -1 -4

4 116,965 2,726 . -15 5 -
5 20,836 2,446 - L 8 -
& 3,292 418 - -2 -5 -
7 15,766 2,814 - -3 -6 -
] 157 475 - ] -7

a 2,668 3232 - 5 -13

Detauits - - 609 . - -00
Standartksad spproach 1 - 96 0 - 0.
Tota) 1,420,138 18,684 5 <55 -84 60
Loans to the public thatam s

ubject to impairment testing,

broken down by risk class Gross Provisions

2019

SEK m Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3
Risk class

1 390,908 1.404 - -2 -2

2 460.210 2,801 - -n -5

3 342,497 3,788 - -1 -5

4 114,840 2,681 - -17 -4 -
5 21128 2,211 - -6 -4 -
] 3,609 249 - -2 3

7 18,247 2,821 - -2 -9 -
8 141 445 - - -3

9 2,044 3184 - -5 -18

Defaulls - - 782 . . 72
Standurdisad approach - - 100 -
Total 1,352,656 16,584 882 -58 -54 -72
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CALCULATION OF EXPECTED

GREDIT LOSSES

The impairment rules presented in [FRS 9 apply to
financial asssts at amortised cost, financial assats
at fair value through other comprehensive income,
as well as comimitied loan offers, financial
guarantees and other commitrants. This section
provides descriptions of the processes and
methods appilied in the Handelsbanken Group's
model-based calculations of provisions for
axpected credit losses ([ECL).

NOTES

unemployment, GDR, property prices, key rates
and central bank rates and inflation, by country.
The significant macroeconomic risk factors have
been identified from an assessment of the Bank’s the same criteria are applied, but using a scenario
historical data and the refation to the risk based on the Bank's mast recently published
parameters is estimated using the same historical econemic research at the time of initiat necognition.
material. The various scenarios are used to adjust The main ¢riterion when assessing whether an
the risk parameters in question. Each agreement is deemed to have incurred a significant
MACroeconNomic SCenario represents a probability increase in credit risk that requires its transter to
determined by the Bank. Thase probabilities are Stage 2, according to Handelshanken'’s definition,

after 1.January 2018, the forecasts regarding the
risk of defautt are based on three scenarios. For
agreements recognised before 1 January 2018,

cumantly set at 70 per cent for the neutrat scenario ™ i5 that the estimated remaining probability of default

The calculation of expected credit losses is
undertaken at agreement level, wheraby the
characteristics of tha agreement and the
counterparty govern the classification and
quantification of the provision requiremsnt.

The assessment can be either a model-basad
calculation or manually calculated, with the
cheice of method mainly dependent on whether
the agreement is deemed to be credit-impaired.

For information pertaining to the recognition and
measurernent of expected credit losses and for
definitions, refer to note 1, saction 10, Gredit
losses.

Model-based calculations for agreements in
Stage 1 and Stage 2

Handelshanken's Group-wide, central process for
model-based calculations of expected credit losses
incorporates a number of different processes and
methods which support the quantification of the
provision requirament in Stage 1 and Stage 2.

The mocdel-based calculations factor in
historical, current and forward-looking data.
Historical data forms the basis for the structure of
the model and parameters applied, current data
comprises the prevailing balances on the reporting
data (as included in the calculation requiremants)
and forward-fooking data refers to the
Macroeconomic scenanos used to calculate future
risk parameters and exposures.

The modets use tha sama historical risk data as
the IRB madels, meaning that the accounting of
provisions and calculations of capital requirements
are based on the same basic 1oss history. Similar to
how the risk rating system affects capital adeguacy
calcutations, 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:
probability of default (PD}, exposure at default
(EAD) and loss given default (LGD). The expected
credit loss in a future pericd is obtained by
multiplying the present value of the EAD by the PD
ang by the LGD. In contrast to the calcutation of
credit losses in the Capital Requirements
Regulation, which also uses the risk parameters
PD, EAD and LGD, the estimation of expected
credit lossas pursuant ta IFRS 8 is based on
current iorward-looking assessments,

Macroeconomic information

The calculations regarding medel-based
assessments of significant increases in credit risk
and expected cradit losses are undertaken with
the applhication of models for the respective rigk
parameters (PD, EAD and LGD). In order to ensure
that the calculations take into account non-finear
aspects, three forward-looking macroeconomic
scenarios are used in the models (one neutral, one
negative and one positive). Each scenaric includes
significant macroeconomic risk factors, such as

and 15 per cent for the positive and negative {PD} on the reporting data is greater than a muttipla
scenarios, Expected credit losses are recognised of 2.5 times the comesponding probability of default
as a probabiity-weigihted average of the expected upon initial recognition. The threshold level of 2.5is
credit losses for tha respective scenarios. based on statistical analysis of the Bank's historical
All of the macroeconomic scenarios have been data and compares the increasa in tha remaining
produced by the Bank's economic research unit, risk that the counterparty will default with the
which is responsible for all economic research comesponding estimatad risk upon the initial
conducted by Handelsbanken, whether forinternal  recognition of tha agreement. In addition, thera are
or external use. These macroeconomic scenancs other qualitative factors which the Bank has
comprise region-specific, 30-year forecasts for assessed as entailng a significant increase in credit
Sweden, Norway, Fintand, Denmark, the UK, the risk, such as the counterparty having payments
eurczone and the US, together with a global that are more than 30 days overdue, or the
forecast. A change in the macmeconemic countemarty having been granied forbearance
scenarios, ar in the probability weightings applied, measures as the result of a deteriorated credit
aftects both the assessment of significant increases  rating.
in credit risk and the estimatad expected credit If a significant mcrease in credit risk has arisen
losses. The scenarios are pdated on a quarterty sinca initial recognition, a provision is recognised
basis by the Bank’s economic research unit and which corresponds to the expected credit losses
are presentad for approval to the relevant decision-  far the entirety of the remaining lifetima and the
makers befora being applied in the ECL calcudations.  financial instrument is transfermed 1o Stage 2. The
model is symmetrical, meaning that if the financial
Significant increase in credit risk instrurment’s credit risk decreases and there is
A significart increase in credit risk reflects the risk therefore no longer a significant increase in credit
of defauit and is a measurement by which the risk sinca initial recognition, the financial asset is

agreement s relative change in credit risk since - ransferred back to Stage 1.

initial recognitfon is measured, For calculating

significant increasas in credit risks, the same Models for risk ters and ted
undertying models are used at Handelsbanken as lifetime

The risk parameters PD, LGD and EAD are
calculated for every agreemant and future point

in time, based on statistical models. As far as
possible, these models are founded on
relationships between the significant risk factors
and relevant risk outcomes identifiable in the Bank's
own less history. The majority of risk parameters
which are quantified are based on approximataly
ten yaars of internal data. In cases where the Bank
lacks sufficient information due to, for example, too
few defaults, the data is complemented with
extermnal information. The historical outcomes are

those Lsed for the calculation of expecied credit
losses, with consideration given to historical,
current and forward-looking information. Ccltateral
is not taken into acocunt in the assessmant. At
each reporiing date, the Group-wide, central,
model-based process begins for all agreements
with an assessment of whether there has been a
significant increase in the credit risk since initial
recognition (start date of the agreement). This
assessment then determines whather the
agreement is expacted to incur & credit loss within
12 months after the reporting date (Stags 1) or
during the agreement's remaining lifetime (Stage 2).  analysed with regard to the covariation in
Animportant aspect which affects the size of the agreement-specific, counterparty-specific and
provision for credit losses Is therefore which factors  region-specific risk factors, such as product type,
and threshclds ane defined as triggers for the internal rating, length of custormer relationship,
transfer of assets from Stage 1 to Stage 2. The collateral type, loan-to-valua ratio, unemployment
Bank'’s definition of a significant increase in credit and GDP growth. The risk factors identified as

risk, which is decisive in tha transfer of agreements significant for a specific risk parameter are included
to Stage 2, is based on both gualitative and in the model and the historical correlation is
quantitative factors. The quantiative indicator quantified.

which is primarily used to assass the change in
crediit risk is the relative change, between the
instrument’s initial recognition and up to the most
recent reporting date, in the probability of default
{PD) during tha agreement's ramaining kfetime.

In cases where it has required an unreasonable
expense or effort to establish the PD in conjunction
with the initial recognition of an instrument,
changes in the counterparty’s or the agreement’s
internal rating or risk rating since initial recognition The future PDs are forecast on tha reporting date,
have been used to assess significant change inthe  using forward-iooking macroeconomic scenasios
credit risk. For agreements recognised initialy on o and current agreement and counterparty

Probability of default (PD)

PD refers to the probabllity that a customer or an
agreement will go into default at a given point in
time during the asset’s remaining lifatime.
12-month PO rafers to the probability of default
during the coming 12-manth period. Lifetime PD
rafers to the prabability of default during the asset’s
remaining ffetime {Up to a maximum of 30 years).
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NOTE2 Coni.

information. The forecast risk of default takas into
account the development of scenarios and the
probabiiity of migrations between different states
over time. The modals calculate annual migration
and default probabilities, whereby the migration
model presents a probablity that the agreement
will belong ta a particular state with a given risk of
defautt in the future. The agreement’s expectsed
PD for a given year is calculated as the probability-
welighted PD over all concaivable states and

Expected lifetime

Aninstrument’s expected lifetims is relevant to both
tha assessment of significant increase in credit risk,
which takes into accounit changes in PD during the
expected remaining lifetime, and the measurement
of expected credit kssses for the assat's expected
remaining lifetima, The expected fifetime is
considered when calculating the remaining PO, by
weighing the forecast annual PD values during the
agreerment’s contractual duration against the

Scenancs, Expected PD for the remaining lifetime
is based on the annual expected default forecasts
and the probabiity that the agreament will ba
subject {o early repayment, The degradation of
an ecohomic outiook based on forecast
macroeconomic risk factors for each scenario,

ar an increase in the probability that the negative
scenario will be realised, resutts in a higher PD.

Exposure at defautt (EAD)
EAD refers to the expected credit exposure at
default. On the reporting date, future exposure

probahdity that the agreement will not be subject
to early repaymant before defaltting.

The probabdity of the agreement being subject
to early repayment is based on statistical analysis
and on the Bank's internal history for approximately
the past ien years, and is included as a component
of the model for EAD. Potential risk factors in the
form of agreement, counterparty and
macroeconomic risk factors have been assassed in
the analysis. The risk factors identified as significant
ara included in the model. In several cases, no
significant risk factors tor earty repayment are

Loss given default (LGD)

LGO reflects the financial loss which the Bank
expects to incur in the event of defautt. The most
important fisk factors when calculating LGD are
the value and type of collateral, and the
characteristics of the counterparty. Forward-
loaking macroeconomic risk factors are reflected in
the LGD cakulations through their impact on the
value of collateral and the loan-to-value ratio. The
quantification of the loss Is dvided between a
probabiity that the counterparty recovers without
causing the Bank any financial loss, and a recovery
rate if the counterparty does not recover. The
recovery rate is affected by the loan-to-value ratio,
in that a higher lcan-to-value ratio is associated
with a lower racavery rate. The market valua of the
collateral is included in the majority of LGD models.
The collateral value of properties, and thus the
loan-to-value ratio and tha recovery rate, is affected
by the price trend for the property, whereby an
expected decline in real estate values pushes up
the loan-to-value ratio and the expected loss
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at default is forecast on the basis of current identified other than counterparty type and rating. given default.
repayment plans, the probability of eary repayment  These risk tactors are, howaver, affected by
and the expected utilisation of, for example, credit forward-looking macroeconomic scenarios, which
{acilities, financial guarantees and loan maans that early repayment Is indirectly dependent
commitments. EAD is forecast on an anrwal basis on forward-locking Macroeconomic SCenanos.
and comprises the amount at which losses and For morigage loans with an interest-rate fixing
recoveries take place in conjunction with future period of three months or less, a 30-year maturity
defautis. from the reporting date is applied, meaning that the

expected lifetime is, in practice, defined by the

behaviour-based statistical radel.
Geographical breakdown of lending in Sweden
Geographical breakdown of lending in Sweden

Stackholm Vistra Skine Other counties

Proportion of landing, % 2020 2019 2020 2010 2020 2018 2020 2018
Single-tamily housing 296 300 143 122 13.2 132 428 426
Housing co-0perative apartments 614 620 "2 111 89 8.7 185 18.2
Private markst 404 <0.7 13.2 132 18 n37 346 M4
Mutti-family dweling 34,2 3a.7 16.4 16.0 130 122 364 T A
Offices and commercial buildings 276 205 155 128 1.4 1.5 455 442
Comporata markst 327 aas 16.2 157 128 123 385 387
Total 378 384 142, 140 121 1.8 359 358
Loans to the public that are subject to impairment testing, geographical breakdown
Loans to the public Gross Provisions Nat
Geographical breakdown 2020
SEKm Stage 1 Stage 2 Stage 3 Stags 1 Stage 2 Stage 3
Swaden 1,224,486 14,604 870 -34 -42 65 1,239,819
Horway 94,712 2,822 33 ] -4 -t ©7,350"
Danmark i 47,074 387 75 -15 -5 -15 48,501
Finland 52,966 [zl 27 -3 -3 € 53,740
Total ' 1,420,138 18,684 705 -55 54 60 1,439,328~
Loans to the public Gross Provisions Net
Geographical breakdown 2018
SEKm Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 2
Sweden 1,158,827 15,318 753 -35 -38 52 1174771
Norway 93,887 3.168 47 3 -7 [} 97,202
Denmark 48,508 477 50 18 -7 -8 489,004
Firtand §1.324 823 k4 2 -2 -12 53,063
Total 1,352,656 9,584 882 -56 54 -72 1,372,840

01.07.2022 kI 20:30

Brgnngysundregistrene

Side 40 av 96



__- Brgnngysundregistrene Arsregnskap regnskapséret 2020 for 991303995

NOTES
Loans to the public that are subject to impairment testing, broken down by sector and industry
Loans to the publlc : Gross Provisions Net
Broken down by sector and industry 2020 b
SEKm ' Stage 1 Stage 2 Stage 3 Stage 1 Stage 2 Stage 3
Private ingviduals ! 061,307 12,604 567 32 13 6 674,480 ,
Housing ca-operative associations ! 225,302 678 8 - - 7 225,996
Property managament : 205,077 3,261 58 -8 -18 -17 208,351
Manutacturing 218 3 0 o 0 1} 248
Retad L 728 9 6 e 2 o 830+
Hotel and restaurant 526 307 0 -1 -4 [+ 826
Passenger and goods transpont by sea 9 4 - a 0 - 13
Giher transpot anct communication : 565 47 - 0 -1 - 11
Construetion | 959 203 - -1 -3 - 1,158
Elactricity, gas and water ' ait 1 - 0 0 - 812,
Agriculture, hunting and orestry ' 13,564 836 8 -5 -8 [ 14395¢
Other sendces i 2,526 s 1 -2 -4 -1 2,856
Halding companies, investment companies. and insurance ' ’
comparies, mutual funds, etc. 1,084 44 2 -1 0 -2 g
Sovereigns and municipaities | 4718 71 - 0 0 - 4,790
Cther corparale lending 2,785 71 27 0 0 0 2,893 ¢
Total . 1420,138 18,634 705 55 54 -60 1,439,328
Loans to the public Gross Provisions Net
Broken down by sector and Industry 2018
SEKm Stage 1 Stage 2 Stage 3 Stags 1 Stage 2 Stage 3
Privata indhicuals 622,006 13,812 684 -40 M -52 937,256
Housing co-cperative associations 209,831 08 35 -4 [} -10 210,561
Property managesnent 191927 2,885 a8 -7 8 -6 194,838
Manufacturing 226 27 - ] 0 - 253
Retai €95 uz 7 o -1 -1 817
Hotel and restaurant 620 84 [} 0 [ 0 704
Passenger and goods transport by sea 13 . - [\] - - 13
Other transport and communication 565 43 - 0 0 - 608
Construction 968 190 - [} B - 1,157
Electricity, gas and waler 1156 47 - [} 0 - 1,203
Agriautture, hunting snd forestry 10666 1,057 17 -4 -8 1] 11,730
Other sarvices 2391 328 1 -1 -2 -1 2,714

N Holding companies, investment companies and insurance .

companies, mutual unds, etc. 906 I 2 0 0 -2 1,074
Sovereigns and muricipalities 015 8 - [} 0 - 7,163
Other comporats ending 2621 121 108 [ -1 o 2,849
Totat 1,352,656 19,584 8az -56 54 72 1,372,540
Loans to the public that are subject to impairment testing, geographical breakdown by sector and industry
Loans to tha puhlic
Gecgraphical breakdown by sactor and industry 2020
SEKm ) Sweden Marway Denmari Finland Total
Private indMduals 836,772 72,253 46,830 18516 674480
Housing ce-operative associations | 184,650 21,281 - 20,105 225,986 .
Property managemeant 195,662 2877 ast 9,461 208,351
Manufactunng . 240 - 2 8 248
Retal ‘ 706 34 83 7 830,
Hotel and restaurant ‘ a2 4 9 3 26’
Passenger and goods transport by sea ! 13 - - - 13
Other transport and communication 434 25 18 134 §11
Construction ‘ 1074 35 36 i3 17188
Becticity, gas and water ! 435 - - 377 B12.
Agricutiure. hunting and foresiry : 14,306 67 21 1 14,385
Other serdces , 2418 104 0 266 2,858
Holding companies, invesiment companies and insurance ’
companies, mutual funds, eto. ) 853 57 20 138 1077
Soversigns and municipalties a71 . . 4319 4,790
Other corpornte lending : 855 672 863 403 2,893,
Total loans ta the public i 1,238,818 97,359 48,401 53,749 1,430,328
of which total provisions lov expectad credit lossas Stage 1-3) ! ) 141 s ) 35 -15 -199
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Loan-to-value

Loan-to-value LTV} is lending as a propartion of the
market value of the collateral. The latest valuation is
mainly usad as tha market value when compiling
the LTVs. Handelsbanken continuously checks the
market valuss for properties: residential properties
at least every thres years and commercial
properties gvery year. Lending in Sweden, which

accounts for 86 per cent (86) of Stadshypotek's
total lending, extends to all parts of Sweden, witha
concentration in urban areas. Categories of
bomowers vary from individual heuseholds to large
property campanies. At year-end, lending was
dvided as follows: singla-famity housing, housing
co-operative apariments and owner-occupied
apartments 66.2 per cent (66. 7); mufti-family

NOTES
NOTE2 Cont.
Loans to the public
Geographical hreakdown by sector and industry 2019
SEXm Swaden Norway Denrmark Finland Totad
Privata incniduals 798,430 72138 42,081 16,781 837,428
Hatssing co-operative associations 174.283 21,887 - 14,291 210,561
Preperty management 181,624 2,411 32 10,482 194,838
Manutacturing 244 - 4 5 253
Retal 883 23 a2 9 817
Haoted and restaurant 682 - 8 4 704
Passenger shd goods transport by sea 13 - - 3
— p==———Other trarsport and comemunication 403 14 22 169 508
Construction 1,054 12 44 47 1157
Bleciricity, gas and water 658 [} Q 544 1,203
Agriculture, hunting and forestry 11,644 58 26 2 11,730
QCther sgrvices 2312 27 2] 297 2,714
comparies, mutial kinds, etc. 848 » 46 148 1,074
Soveraigna and murcipaities. 1,167 - . 5,996 7,163
Other corporats lending 830 512 1313 194 2,840
Total koans to the putilic 1,174,898 7,212 48,035 51,878 1373122
of which total provisions for expacted credit losses {Stage 1-3) -125 -10 -3t -16 -182

dwellings 26.0 per cent (25.9) and offices and
commercial property 7.8 per cent (7 .4). Lending to
the largest customer category comasponded to
0.55 per cent (0.46) of the entire portfolio. There
were 29 (30) customers or customer categories
with loans of SEK 1 billion or more,

Loan-to-valus analysis, Stadshypatek Swaden

Validation of IFRS 8 models and model-based
calculations

The modets and the risk parameters used in these
are validated on an annual basis, and ensura that
the mode!-based calculations demonstrate a good
forecasting accuracy and idantify unexpected
deviations between forecasts and the most recent
available outcomes. Validation takes place at
saveral aggregation levels and encompasses all
significant risk parameters, as well as tha weighted
estimated expected credit losses at the individual
and aggregate lavels. The validation Is reported to
the Chiat Credit Officer, the CRO and the CFO. The
principles for the evaluation and validation of the
models are determinad by the Barik’s Group Risk
Contral, and the validation is carried out or
reviewed by a party independent of the mode!
development process. The observations made in
the 2019 validation related to the methodology
applied, and it is not deemed that these will result
in any material effects on tha calculated provisions
that have not already been taken into account.
Tha observations will be adcressed as part of the
development activilies during 2021.

MANUAL CALCULATIONS FOR
AGREEMENTS IN STAGE 3

Assets in Stage 3 are tested for impairment at the
individual level using a manual calculation {with the
exception of a small portfolio of homogeneous
claims which have a model-calculated provision in
Stage 3). This testing is carried out on a regular
basis and in conjunction with every reporting date
by the local 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 carried out when there are
objective circumstances which indicate that the
counterparty will not be abia to fulfil their
contractual obfigations, according to the definition
of defaut. Such objective circumstances could be,
for exampile, late payment or non-payment, a
change in the internal rating. o if the borrower is
declared bankrupt,

Impairment testing involves an estimation of
futura cash flows and the valua of the colfataral
{including guarantees). Consideration is normally
given to at least two forward- looking scenarios for
axpected cash flows, based on the counterparty’s

34 STADSHYPOTEK | ANNUAL REPORT 2020

31 Dazember 2020 2019

Private Corporate Private Corporate
Loan-to-valus ratio market matket Total market market Total
0-80% 91.4 882 3.7 897 88.2 92.5
61-75% &0 1.7 46, 69 1.7 52
>75% 28 (3] .7, 3.4 ot 23

repayment capacity and the value of the collateral,
The outcorna of these scenarios is probability-
weighted and discounted with the loan’s original
effective interest rate. The scenarios used can take
into account both macroeconomic and agreement-
specific factors, depending on what is deemed ta
affect the individual counterparty’s repayment
capacity and the value of the collateral, The
assessment takes into account the specific
characteristics of the individual counterparty.
Animpairment loss is recognised if tha estimated
recoverable amount is less than the carrving
amount.

GOVERNANCE AND INTERNAL CONTROLS
For calculating the expected credit losses on
agresments in Stags 1 and Stage 2,
Handeisbanken has a Group-wids, central process
using intemally developed statistical models
{model-based calculation}. Manuat calculation is
usead for agreemants in Stage 3. The description
balow prmarily refers to the model-calculated
provislons for expected credit losses. This process
is covered by a number of internal controls, which
are described below. The various stages of the
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process also entail different approvals/adoptions,
creating a govemnance structure, which is also
deseribed below.

Verificatlon of input data in reports

On gach reporting date, the information which
constitutes the basis for the caleutations of
expected credit losses is checked for comectness
and completeness. This is carried out in the form
of automatic reconciliation of loaded data from

regional ¢redit committes or central unit,
depending on the size of tha provision. Credit
provisions in Stage 3 which are approved at
regicnal level are reviewed/quality controlied by a
central unit. In addition, Handelsbanken's Group
Risk Control submits an independent review on
every reporting date of a selection of the credit
provisions in Staga 3 which are approved centrally.

The role of the control functions

delivery sources, Furthermore, a reasonability ————-Handetsbanken's Group Risk Control determinas

[ o

assessment is undertaken, whereby system
batances are compared with the balances recorded
on the previous reporting date. The balances which
are ultimately used are then reconciled against the
wolumes recorded in the general ledger.

Madels

Before a new quantitative maodel is included in the
overall model system, it is subject to validation and
must be approved for use by Handelsbanken's
Chief Gredit Officer. On the reporting data, only this
model system can be used for caleutations,
meaning that only approved models are usable.

The quantitative models which formn the basis for
the calculations of expected credit losses involva
several assumptions and assessments, Examples
include the assumption that the quantifiable
aspects of relationships between macrosconomic
risk factors and risk parameters in historical data
are representative for future events, and the
assurmption that an agreement's expected ffetime
can be based on historical behavioural data.
Furthermore, a selection of the mast significant
macroaconomic risk factors is mada on the basis
of tha individual macroeconomic risk factors’
demanstrative abllity on individual risk parameters.
Tha salection of the macroeconomic risk factors
and specification of the model are based on
achieving a balance between simphicity,
demanstrative ability and stability, All assumptions.
and discretionary decisicns are presented to the
Bank's Chief Credit Officer for approval.

Any expert-assessed calculations in model-
calculated agresments in Stage 1 and Stage 2 orin
manually calculated agreements in Stage 3 require
the approval of Handelsbanken's Chief Credit
Officer before they are applied.

Macroeconomic scenarios

The macroeconomic scanarias are produced by
the Bank's economic rasearch unit, based on
instructions issued by Handalsbanken's Chief
Credit Officer. These instructions specify the
desired macrosconomic risk factors, geographical
areas 1o ba included, and the number of scenarics
and probability-weighting between them.

Before every reporting data, the cument
macroaconemic scenarios ara presented to
Handelsbanken's Chief Credfit Officer and CFO,
who approve the scanarios for use in the reporting
process. The approved macroeconomic scenarios
ara than automatically loaded into the reparting
flow.

Size of the provisions

The total calculated provisions in Stage 1 and
Stage 2 requira the approval of the Bank's Chief
Credit Officer. Estimated provisions in Stage 3 are
proposed by the Handelsbanken branch with
business responsibility (unit with customer and
credit responsibiiity) and are approved by either a

the validation principies and ensures that models
are validated. An independent review is conducted
on every raporting date of a salection of the credit
provisions in Staga 3 which are approved centrally.
Handelshanken's Group Audit function reviews the
estimations of expected credit losses as part of its
assignment to independently examine internal
goevemnancs and control, and 1o evaluate the
reliabiity of the Group's fmancial reporting.

Credit losses

Credit losses totalled SEK -8 million {9). The credit
loss ratio was -0.00 per cent {0.00) of total lending.
The largest credit loss attributable to a single
customer or custamer category was SEK 4.2 milion
(6.2). Tha ten largest credit losses totalled

SEK 23 million (18). Credit losses are reported
innote 8 on page 41.

Repossessed property:
At 31 December 2020, there was no repossessed
property {-).

COUNTERPARTY RISK

Counterparty risk arises when Stadshypotek has
entered into derivative agreements, such as
forward rate contracts, swaps or options, with
acounterparty and there is arisk that this
counterparty will nat be able to meet its obligations.
Counterparty risk is regarded as a credit risk whers
the market value of the contract determines the
size of the exposure. Since November 2013, all
Stadshypotek’s derivative agreements are entered
into with Handelsbanken as the counterparty,
which means that the parent company assumes
this type of credit risk. Some of the credit kmits
available in the parent company ars thus intended
to cover any counterparty risks derived from
Stadshypotek’s transactions in derivatives. If
Stadshypotek were again to enter into darivative
agreements with an éxternal counterparty, these
would be restricted by means of credit fimits
established as pari of tha standard credit process
at Handelsbanken and assigned to Stadshypotek.

MARKET RISK

Market risks originate from changes in price and
volatility on the financial markets and are divided
into interest rate risk, equity price risk, foreign
exchange risk and commodity price risk. The
market risks affecting Stadshypotek are interest
rate risk and foreign exchange risk. Stadshypotek's
Board decides on limits for interest rate risk and
foreign exchange risk.

Interest rate risk

Interest rate risks arise when tha rate adjustrment
periods for financia) assets and Habiiities or
derivatives do not caincide. At Stadshypotek,
interest rate risk is measured and limits set as the
absolute total of the changes in fair value per

NOTES

currency in the case of instantaneous parallel shifts
of one percentags point for all interest rates. This
risk measune includes both items at market value
and not at market value and it is therefore not
appropriate to assess the effacts on the balance
sheat and income statement. Nor does it take into
account Stadshypotek's opportunities 1o adapt to
changed interest rate levels.

Due to the concentration of the benchmark
lgans to a smal number.of final maturity dates;itis
not possible to match maturities in a traditional
rmanner. Instead, the general method for achieving
risk-neutrel matching is based on the use of two
different bonds to finance one lending transaction.
Sinca one of the bonds has a shorter maturity than
the lending and the other a longer maturity, the
resultant interest rate risks for the two bonmowing
iterms batance each other out, so that they are risk-
neutral with respect ta the lending. Stadshypotek
uses interest rate swaps to hedge against risks on
its own balance shest. Long-term funding may be
shortened using interast rate swaps, so that the
interest rata adjustment period matches the short-
term lending at fixed and variable rates.
Stadshypotek’s capped rate loan offers borrowers
insurance against future interest rate increases.
This is a five-year loan where tha interast rata on
the loan goes down when short-term interest rates
fall. i the short-term rate of interest increases, the
borrower never has to pay more than a pre-
determined maximum rate of interest, This
commitment is hedged with interest rata options
on terms camesponding to this lending. Since
September 2018, 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 daily
interest rata risk on equity capital must not deviate
from the rigk limit specified by the Board.

Foreign exchange risk

The foreign exchange risk anising on all short-term
funding in foreign currencies is eliminated by
matching currency swaps. Stadshypotek has
outstanding bonds issued in EUR and GBP under
the EMTCN programme and in USD under the US
Medium Term Covered Bond Programme, all of
which wera converted into Swedish kronor using
cross-curmency interest rate swaps. The aim is that
the business shoudd not at any point be exposed
to foreign exchange risk as the result of funding in
markats outside Sweden. All other refinancing

in the foreign markets is raised through
Handelsbanken and is subsequently transferred
to Stadshypotek in Swedish kronor.

LIQUIDITY RISK

Liquiciity risk is the risk that Stadshypotek will not
be abla to meet its payment obligations when they
fall due without being affected by unacceplable
costs or losses. Stadshypotek’s Board decides on
the limits for liquidity risk. Liquicity risk is measured
and limited by carrying out a gap analysis of cash
flows for various maturities and all currencies, and a
gap analysis of groups of currencies. The liquidity
deficit consists of tha amount by which estimated
out-payments excesd estimated in-payments, and
is restricted by limits. To an increasing extent, loans
with a short interest fixing period and variable rate
foans have long-term funding in order to minimise
the liquidity risk. However, some of this lending Is
still funcled by lssues in shovt-term debt
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instrurmnents. The matunty structure of the funding
is well-diversified and adapted so that
Handelsbanken's liquidity at Group level is in
balance.

Stadshypotek is coverad by an agreement
regarding iquidity support within the
Handelsbanken Group. According to the
agraernent, Handelsbanken holds a iquidity
reserve for the Handelsbanken Group as 3 whole
and Is thus responsibie for Stadshypotek fulfiling

Stadshypotek's bquidity sitiration is regularly stress-
tasted. The stress tests focus on the short-term
effects in the case of certain assumptions of
relevance to its operations, for example disruptions
in the market for covered bonds. Group Risk
Control conducts stress tests that foous on long-
termn disruptions for the antire Group, taking
Stadshypotek’s liquidity requirements into
consideration.

The maturity anatysis shows cash flows for the

1he Bquidity reserva requirement as stipulated in—— centracted payment commitments that are dus

the Swedish Financial Supervisory Authority’s
regulation FFFS 2010:7. The agreement also
stipulates that the parties, In accordance with
Article 8 of CAR and Chapter 6, Section 1 of FFFS
2014:12, are required to provide each other with
liquidity support as necessary.

for payment at the latest within the stated time
intervals, including interest flows. Assets, liabilties
and interast flows are also shown that mature in the
timg intervals comesponkding to the contractual
maturity dates. Interest fiows for lending are
matched in tima with the liabilities tha? funded the

Tha tables below show the interast rata fidng periods for Stadshypotek's assets and fabilities

landing. The total outstanding amount of these
commitmenis does not necessarily reprasent future
funding requirements.

For derivativa instruments, cash flows ara
reported net far interest rate swaps and gress for
instruments where gross cash flows are paid or
recelved. such as cross-cumency interest rate
swaps. Loans to the public are reported as
maturing in the time interval over five years

remaining to maturity. Repayments acconding 0 ————e———-m——

plan during the current interest rate adjustment
period and fixed interast flows are reported on their
respective maturity dates.

Interest rate fixing periods for Stadshypatek’s assets and liabilities

31 Decernber 2020 ’
SEKm Up to 3mths 3-6 mths 612 mths 1=-5 yrs. »5 yrx Total
ASSETS
Loans io credit istitutions | 15,007 - - - - 15,007
Loans 1o the public 704,054 69,450 124,827 518,861 22127 1,439,328 ¢
Tota) assets 718,081 69,450 124,827 518,881 Ak 1,454,335

'
LIABILITIES '
Due to credit insttutions ! 354,507 26,018 13.475 30,707 343,862 768,567
Issuad secusities 98,608 2] 88,573 377,281 77611 622,083
Total liabilities 453,115 26,018 82,048 407,997 421,473 1,290,650
Oi-balance sheet ftams, nominal amount ~178.601 -6,025 24,582 111,006 54,423 4335
Ditference batween zssets and liabEties, inciuding off-balance sheel tems BE,258 a7.418 67,331 221,869 -344,852 68,020
Interast rata fixing padods for 's nysats and
31 December 2018
SEKm Up to 3 mtha 3-8 mths 6~12 mtha 1-5yr8 >5yra Total
ASSETS
Loang 10 Cradit inglALtions. 11,544 - - - - 11,544
Loans to the public 743,180 81,858 89,856 457 641 20.785 1.372.940
Total 754,734 61,658 89,656 457,641 20,795 1,384,484
LIABILITIES
Dua to crecit institutions 418,650 43,324 81,180 168,072 4,510 695,718
lssued securities 70,760 48.140 10,506 435975 65,184 634,565
Total 488,410 92,464 71,668 607,047 69,604 1,330,281
Off-balance gheel ilems, nominal amount -210,446 8116 2,893 148,661 57,850 14,184
Difference between assats and liabilities, inchuding off-balance sheet items. 54878 -22.891 27,583 748 8.862 68,387
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NOTES
Tha tables befow show the maturities for Stadshypotek’s assets and kiabilities
Matirities for aasats and Habilities
31 December 2020
SEKm Up to 3 mths 3-12 mths 1-5 yra >5 yrs. Total
Loans to aredit nsttutions 15,007 - - - 15,007
Loans to the punic. 11,083 28011 95,073 1,305,161 1,439,328 ;
Total assets 26,090 28,011 85,073 1,205,161 1,454,335
Due to credit institutions 92,021 157,562 257,356 261,628 768,567 |
tssued securites 48,804 79,440 418,357 75,303 622,083 ;
Toual * 140,914 237,002 8715713 337,021 1,390,650
Derivatives ’
31 December 2020 - {
SEKm ! Up to 3 mths 3-12 mths 1-5 yms >5 yrs Tnlal!
Tolal derhvatives inflow 13,256 14,823 62,836 25215 115926
“otal derivatives outfiow i 11,626 -11,883 -57.838 -25.248 106,391 ,
Net e 1,630 3,140 4,709 -3 9,538
Maturitles for assets and llabilities
31 Decarmber 2018
SEKm Up o 3 mths 312 mths 1-5yr8 >5 yrs Total
Loans to credt institutions 11,544 - - - 11,544
Loans to the public . 10,081 28,697 89,037 1,245,115 1,372,840
Total assets 21,635 28,697 89,037 1,245115 1,384,484
Due to credit institutions 100,358 96,414 229,387 269,547 665,718
issued securities 7,454 §1.224 489,007 58,870 634,565
Total labilitias. 107,822 177,638 718,404 326417 1,330,281
Derivatives
31 December 2016
SEKm Up to 3 mths 312 mths 1-5yma >5yrs. Total
Total gerivatives inflow 728 15,626 85,372 29,262 134,668
Total derivatives outflow 322 -17,328 73,041 28,565 117,256
Net 408 2,208 12,331 2,697 17,732
OPERATIONAL RISKS SENSITIVITY ANALYSIS percentage point affects net inierest income
Operational risk is defined as the risk of loss due to A caleutation has been performed as to how a pasitively/negatively by SEK 88-168 milion (94161},
inadequate or failed internal processes, human change in the lending margin, the lending volurne,
esor, malfunctioning systems, or extemnal events, the investment yiekd on own funds, the credit loss tnvestment yield on own funds

The definition includes legal risk.
Most of Stadshypotek’s business is conducted
within the framework of a number of indnadual

ratio and changes in market interest rates would
aftect the operating profit, on the assumption that
everything else is unchanged. This is based on the

Equity is investad in fixed-term lending with an
average maturity of 1.5 years (1.5). In the case of
an increase or decreasa in tha investment yield on

outsourcing agreements that the company has balance shest at the end of 2020, own funds of .10 percentage points, net interest
with Handeisbanken. Responsibility for the income is positively/negatively affectad by SEK 67
identification, management and control of Lending margin million {64).

operational risk is an integrated part of managerial
responsibility at ail levels of the operations. In
accordance with guidefines issued by the Chiet
Executive, an annual evaluation of operational risk
is carmied out for the purposes of identifying
operational risks and quantifying the losses that
may arise. Risk indicators —which were
implemented in 2015 - are one method of
identifying operational risks at an early stage. Risk
Controt at Stadshypotek reports operational risk to
the Board and to Handelsbanken's Group Risk
Control on a quarterty basis. In addition, Risk
Control carries out an overal review of the
company's operational risks annually. The resuits
of thesa reviews are reported to the Board and the
ranager responsible for operational risk at the
parent company.

In the case of an increase/decrease of the nominal
lending margin by 0.01 percentage points, net
interest income is pesitively/negatively affected by
SEK 140 million (134). However, changes in interest
rates only have a gradual impact on a portfolio of
fixed-interest loans. It the lending margin changes,
it will be a long time bafore the full impact is seen on
the average kending margin in the fixed-interest
portfolio.

Lending votume

To calculate the impact of anincrease or decrease
in lending volume, an interval is specified, since
loans which are added to or deducted from the
loan portfolio may have a different margin than the
portiolio on average. The calculations comprise
interes! rate margins ranging from 0.7 per cent to
1.2 per cent. Based on these assumptions, an
increase or decrease of the lending volume by one

STAD

Market rate
The impact of net gaina/osses on financial
transactions in the event of changes in market
interest rates is atiributabla to cash flow hedge
ineffectivenass and derivatives as wel as to lending
subject to hadge accounting at fair value. In the
case of a paralle! shift upwards cf the viekd curve of
one percantagé point, Net gainsdosses on financiaf
transactions will change by SEK 0.1 million (0.1,
Further, an estimate has been made of tha effect
that changes in market rates would have on nst
interest income. Tha net interest income effect
when interest rates change is measured as the
change in net interest income over a twele-month
pericd in the case of a general increase of market
rates by one percentage paint, This effect reflects
the differences in interest rate adjustment periods
and the breakdown of volumes into assets,
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liabilities and derivatives, based on the assumption
that the size of the balance shest remains constant.
The net interest income effect at year-end was
SEK 585 million {452).

Gredit loss ratio

In the case of an increase/decrease of the credit
loss ratio by 0.01 percentaga point, credit losses
are negatively/positively affected by SEK 144 milion
{137).

CAPITAL PLANNING

Stadshypotek’s capital policy - most recently
adopted by the Board in 2020 - states the
guidelines for capital planning.

The capital requirement is a function of
Stadshypotek's risks, expected development, the
reguiations and target ratios, Stadshypotek's
modef for economic capital and also of siress tests.
The capital planning is divided into short-term and
mid- {0 long-term foracasting. The part of capital
planning that comprises short-1anm forecasts up to

ECONOMIC CAPITAL

Stadshypotek appkes a medel for economic capital
(EC), which is a vitaf component in planning to
ensure that Stadshypotek has sufficient capital at
all times in relation to all risks in the company.

Economic capital is calculated with a time
hortzon of one year and a confidence level that
reflects an acceptable level of risk and desired
rating. The Board has determined that the
calculation of economic capital must be made with
a 99.97 per cant confidence level, which captures
an event which is extremely unfavourabile for
Stadshypotsk. EG is the difference between ths
outcomne in an averaga year with positive resLits
and the outcome at & 88,97 per cent confidence
level. Diversification effects between the different
types of risk are taken into account when
calgulating EC. Since the risks are partly
independent of each other, the capital requiremant
for all risks is lower than the sum of the economic
capital for each individual risk.

The capital and other financial resources which
form a buffer that can absorb negative outcomes
are called avallable financial resources (AFR). AFR
comprises Stadshypotek’s equity, adjusted for
intang'ble assets, but including tier 1 lcans with a
supplement for perpetual subordinated loans, and
alsa the profitloss before tax for the next twelve
months.

Credit risk is caleulated using simulated
outcomes of default for all Stadshypotek’s
counterparties and exposures. Market risks
comnprise interest rate risk in the business
operations. The non-financial risks comprisa
business risk and operational risk, Business risk is
related to unexpected variations in eamings which
may arise. For example, this may arise if dermand or
competition changes unexpactedly, thus resufting
in lower volurmes and squeezed marging.

The Board stipulates that the AFR/EC ratio
should be in excess of 120 per cent. All calcutations
show that Stadshypotek is well capitalised in
relation to its total risks.

two years ahead principally focuses on assessing
existing periormance and the development of the
capital requirement. This foracasting is necessary
to enable continual adaptation of the size and
composition of own funds. Capital planning is
performed through an ongoing analysis of changes
in volume, risk and performanca, and by monitoring
events that may affect the capital requirements and
capital level. Short-term forecasting includes all
sub-components that make up Stadshypotek's
own funds and, in addition to the regutatory
minimum requirements and buffers, the capital
requirement includes Pillar 2 of the regulations. The
analysis is based on a cautious basic scenario for
how the existing earnings capagcity can cope with
various changes in volume.

The part of capital planning that comprises mid-
to long-term forecasts aims {o ensure compiianca
with statutory capital requirements and that
Stadshypotelk’s AFR at all times covers by a good
margin all risks calculated according io the
econemic capital model,

The objective Is to forecast the expected
performance and judge whether Stadshypotek's
rasistance is satisfactory in various scenarios. The
planning period is at least five years. Various
Scenanos and stress tests are parformed as part of
the forecasting wark, A basic scenario forms the
soundation of the capital forecast. This scenario is
obtained from expected performance in the next
five years regarding profit, volume growth and
financial assumptions such as credit losses and
performance on the fixed income market. The basic
scenanio is then compared to tha outcomes ina
number of business cycle and crisis scenarios. The
stress scenarios have been established following
analysis of the historical links between the impacts
of various macroeconomic variablas on the
financial markets and have been selected by using
the scenarios expacted to have the greatest
adverss impact on Stadshypotek. The result of the
internal capital adequacy assessment is reported
annually to the Board.
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STADSHYPOTEK'S TARGET RATIOS FOR
REGULATORY CAPITAL

The targets for Stadshypotek's capitalisation ara
set annually by the Board. A cornerstona of the
internal capital requirament assessment regarding
regulatory capital is the combination of strass and
scenario analyses concerning Stadshypotek's
situation, examined from both the long-term and
short-term perspective, The scenarios used are
based primarily on Stadshypotek’s internat risk:
tolerance and on requirements expressly stiputated
in regulations or issued by public authorities. In
addition to the internal assessment of the capital
requirement, the Swedish Financial Supervisory
Authority has communicated that the target figuras
of Swedish banks must not be lower than the tatal
capital requirement calculated by the Supervisory
Authority, regardless of the banks’ internal
calculations. Stadshypotek has taken this inta
consideration when setting the target ratios for its
regulatory capital. The Board has decided that
common equity tier 1 capital, tier 1 capital and tha
total capital ratio under nomnal circumstances
should be at least one percentags point higher than
the overall capital requirsment announced by the
Swedish Financial Supervisory Authority,
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NOTE 3 Net interest income

NOTES

NOTE 5 Net gains/losses on
financial transactions

SEK'm 2020, 2019
Interest income according to tha affactive interest SEKm 2020 2018
mathod
Loans o fhe publc 857 21,576 ortised cost o, b
L ’ of which loans 175 183
Loans to cred institutions 240 253 | §
of which issued secunties -iz8 -129
Total interest income 22,097 2182
. Falr value through profit or loss, mandatory, inclding H -y
Interest axpense ; foreign exchange effects § 1
Oua to crodt i + 3,208+ 428 g, cervatives, fomign exchango afact, eLc. 5 27
tssued securities 4373 5265 Hodga acoounting ’ 18 14
Derivative instruments' ' 878. 1,865 of which net/gains losses, fair value hedges ' i? -13
Governimant tees €54 805 of which ineffactive portion of cash fiow hodges . -1, -1
Other interest sxpense -0 ’ -1 Total . 68 67
Total interest expense =T437 « -7.822
f"t'”"b‘“ hm’ exponse scconding [0 tha effective g3 sgpy | oANSOlamOrtised Gost refers to sary redsmption charges for loans and
infarest me: o receivables which have been repaid ahead of time. Issued securities refers to
Net interest Income 14,640 13,997

T Net intenast income rom denhvative Rstruments refated to Stadshypotek's fJunding may have both a
positve and 3 negatve IMpact on interest expenses.

During the year, the average interest rate on boans to the public was 1.56 per
cent (1.61). Buring the year, the average funding rate {due to credit institutions
andissued securities) was 0.56 per cent {3.67). The interest income is entirely
attributable to assets recognised at amortised cost. Total interest expensea on
liabiiities recognised at amortised cost for 2020 was SEK 7,671 million (8,691).

NOTE 4 Net fee and commission income

realised price difierances when repurchasing bonds. The profit/ioss item ‘Net
gains/losses, fair value hedges' inciudes the net rasult of unrealised and
realised changes in the fair value of financiaf assets which are subject o hedge
accounting. Interest income and interest expensa for hedging instruments are
recognised under net interest iIncome. Changes in the value of hedging
instruments in cash flow hedges which exceed the changes in the value of
hedged future cash flows are recognised under ‘ineffeciive portion of cash
flow hedges'.

NOTE 6 staff costs

SEK m 2020 ! 2019 SEKm 2020 2019
Fee and commission incomes Salaries and fees -S4 -54
Loans and deposils 1 0 Social securily costs ' -7, -18
Other i a 3 Pensboncosis -17 -20
Tota! fee and commission income ' 14 13 of which Special payroll tax -3 -4
Premsion to profit-sharing scheme . 8
Fee and commission expense " o Otherciaficoss 0 3
Securites ) : Total staff costs . 88 -
Payment sanice providars 0 4] - .
Total fee and commissian axpenses 42 4 Theaverage number of employees in the company during the year was 64 (73).
Of these employess, 35 per cent {33) wera women and 65 per cent (67} wera men.
Net fes and commission incoma . 28 -

Stadshypotek has pension obligations under the BTP2 agreement which are
guarantead through insurance with Pensionskassan SHB, férsékringsiorening
{pension fund).

These cbligations are reported according to the IAS 19 rules for defined
benefit plans, whereby the company under comimon controf shares the risks
related to the pension obligaticns, since the pension fund's assets are not
allocatad among the employers who have insurance with the pension fund.
According 10 these rules, Stadshypotek reporis the insurance charges which
are debited for the penod as an expense.

The pension fund does not debit charges calculated on the basis of the
1AS 19 definition of dafined benefit nat expense for pensions. The charges are
debited in accordance with the nies in the statutes for the pension furnd with
the purpose of debiting charges comasponding to an expense for pension
benefits accrued during the period. The rules do not take into account actuarial
gains and losses which have occurred. Nor do they take into account
fluctuations in real return. Fees to the pension fund for 2021 are expacted to
amount to SEK 12 million.

The pension fund’s obligations totalled SEK 7,704 million at 31 December
2020 (7,461), based on prudent assumptions, where the discount rate has
been sat in accordance with tha principles in FFFS 2008:23 (Regulations
governing insurance companies’ choice of interest rate for caleutation of
tachnical provisions). The fair value of the pension fund's assets was
SEK 15,600 million at 31 December 2020 (15,008). The breakdown of the
pension fund’s assets is shown in the table on the next page.
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NOTES

NOTE®6 Cont

Pensionskassan's {(pension tund) plan assets i .

31 December ] .

SEKm 2020 2019
Listed shares and participating interests 11,677 8450
Unitsted sharss and particioating interests 359 198
Listed interest-bearing sacuities' 302, 403
Unisled nterast-bearing secures” 0 200
Other plan zssets . 535 207
Tata) ! 15,600 15,008

Remuneration policy

The principles for Stadshypotek's system of remuneration are astablished ina
remuneration pelicy decided by the Board. The Board of Stadshypotek has a
designated member who Is involved in the preparation of supporting
documnentation considered by the Board when deciding levels of remuneration.
Stadshypotek’s remuneration policy is reviewed annually or whanever
necessary. Stadshypotek's remuneration poiicy ks based on a risk analysls
produced by the risk control function at Stadshypotek, which is independent of
the business operations. Risk Contral and Compliance must identify, monitor,
analyse and raport on material risks associated with the remuneration policy.

L BONGS 2t ot inxcims funds (2018, feed income funds onb) ——
*Reters 10 promissory noles funkstad holdngs)

Further information about the defined benefit pension plan can be found in note
G8 of the 2020 Annual Report for Handelsbanken.

EMPLOYEE BENEATS

Stadshypotek takes along-term view of its staff’s employment, Remuneration
must be on market terms, so that Stadshypotek is able to attract, retain and
develop skillad staff, and ensure good management succession. Stadshypotek
generally has a low risk tolerance, which is also reflecied in ils attitude towards
remuneration. Fixed remuneration consists primarily of a basic salary,
customary employee benefits and pension. Thera are no exceptions to this
principle of a fixed salary, although temmination benefits may be paid. Salaries
are set locally and ara basad on factors known in advance: the natura and level
of difficulty of the work, competency and skils, work performanca and restits
achieved, kadership, the market, and the employes as a cultural ambassador
for the Handetsbanken Group. The independent control functions monitor and
analyse the remuneration system, and report material risks and deficiencies

to the Board,

Total remuneration is defined as that which Stadshypotek pays diracily or
indirectly to an employee as part of their emnpioyment, such as cash salary,
other cash remuneration, customary salary benefits, company car and pension
provisions. At Stadshypotek, there ara rules for pensions to employees which
are agreed through collective agreements and in local agreements. As of
1 March 2020, all new employees and employees younger than 25 years of
age accrue pension in a defined contribution plan. Persons employed before
1 March 2020 are not affected and remain covered by ihe defined benefit
pension plan. The Board dacides on the lavel of remuneration paid to
individuals in Stadshypotek's executive management and contro! functions
who are employees of Stadshypotek.

Al tha end of 2020, loans to executive officers at Stadshypotek were as follows:

TERMS AND REMUNERATION OF EXECUTWE OFFICERS

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

David Haqvinsson was appointed Chief Executive during the year, and
for the period 16 November to 31 December 2020, received 2 fixed salary
and remuneration amounting to SEK 0.5 million, including benefits of
SEK 0.0 miltion.

There are no agreements involving tenmination benefits for the Chief
Executive, Chief Executive David Hagqvingson has a deafined benefit pension
under the BTP agreement with a retirement age of 65. The pensicn is fulty
earned by the age of retirement, If the employment is terminated before
reaching the retirement age. a pald-up poticyis disbursed covering the
reirernent pension amount already accrued,

The previous Chief ExacLitive, Géran Stille, received a fixed salary of
SEK 4.1 million for 2020. Other salary benefits amounted to SEK 0.2 million.

Board mamber Michael Bertorp received a fea of SEK 285 thousand (285).
No fees wara paid to other members of the Board. The year's pension cost for
the Chief Executives totalled SEK 1.9 million (2.8). For other members of the
company's management team, remuneration is paid in the form of a fixed
salary, customary salary benefits and a pension provision in accardzance with
the terms of the applicatile collective agreament, the occupational pension plan
for the Swadish banks (BTP2). Tha year's pension cost for other members of
the company’s management team was SEK 2.6 million {2.5).

To other Board mermbers (exchuding Chisf Executhg)

SEKm 2020 M8
To tha Chief Executive and other executive officers in the campany's senior management team 24 39
<) 21

Thes keans concemed wera granted to 11 {10) indiduals and all were secured by pledged collateral. Stadshypotek's interest inoome for koans to tha abava-
mentioned categories totals SEK 0.5 milion (0.6). Executive officers who are empiloyed by Stadshypotek are subject to the same cradit terms as other employees.
The discount on the interest rate for credits i determined on the basis of the government borrowing rate set annually by the Swedish Tax Autharity, plus ong
percentage point. The discount on the interest rate is taxed in cannection with monthly salary payments and constitutes a basis for employer's contributions for
Stadshypotex. Interest payable on credits exceeding SEK 2.5 million is determined by applying normal commercial terms. All credits ara subject to the customary

* Employees of Stadshypotek, In addilion, two peopls ars employed by Hondelshankan.

Remuneration to other members of the company’s

senior management and to risk-takers

Fixed salary and other benefits to othe: members of the company's
management team, including risk-takers, totalled SEK 7.0 million {8.6).
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credit assessment,
Gendar balance, number 2020 2019

| Men Women Men Women
The Board 3 3 4 2
Executive officers' ' 3 3, 4 a
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NOTES
NOTE 7 Other administrative expenses
SEKm 2020 ms G future lezse charges,

broken down by manity
Cast of premises ‘ -8 -8 SEKm 2020 2019
Extemal T cosis an = T ; p
Communication ) Ry B;mm \d s 2 ;
Traved and marketing ‘ 8 D e 1and Sy 3 ,
Purchasad servicas! 1,483 I LS I —
Other costs 52, 54 2 —
Total TR s ratng inly refated t normal for the
ofwhich o ing 8 10 perating leases are mainly related to agreements that are for

* Puthasad services manly COMENs mmuneration 10 Handetsbankean for senicas ordered by

operations regarding rental expenses.

and by regporal banksdy of thes Bark, Purthasad servicss ko . ] N N '
inchudes remuneration to Mancelshanken for [T savices ordensd by GIadshypotex, a8 wef as Remunaration to auditors and audit companies :
funding Senicss.
SEKm 2020 2018
Ernsi & Young AB, audit assignments 23 1.3
Emst & Young AB, audit activities in addition to
tha pudil assignment -0.3 0.3
Total . 26 18
NOTE 8 creditlosses
SEKm 2020 2018 Fult year Full year
l SEK 1
Expacted credit logses on halanca sheet items ! i = = =
The year's provision Staga 3 . Az’ .22 Model-based provision in Stage 1 and Stage 2
Reversal of Stage 3 provisions 10 Stage 1 or Stage 2 T 2 Update of macrosconamic assumptions 2 1
Total expactsd cradit iossas in Stags 3 ) 251 .20  Covid-19-expoged loans from Stage 1 to Stage 2 -1 0
¥ ! Change in risk of defakt in includad portiobo
The year's net provision Stage 2 % 6 ‘E':' a”r‘““"‘"z’" e wa 7 7
" ' lect of changed exposure (eXIsting. new ,
Tha vears nat provigion Stage 1 i 5. 8 terrrinated exposures) 2 -
Total expected credit lossas In Stage 1 and Stage 2 [ 2 Other 27 5
- ! -
Total expectad credit lossas on balance shaat ems 25 22 Total expacted credit losses in Stags 1 and Stage 2 23 2
Expected credit losses on off-balance sheet lams : Expert o nglnm 18
N _ . Provdgions for stress of exposed indusides accoraing o0
The year's et provsion Stage3 N i assumption in 02 -27
Tre years net provision Stage 2 B 9 Rodugtion, based on 80% of stress 4
Tha year's nat provision Staga 1 i Oy 4] A " .
Total expacted credit losses on off-balance sheat itams o, [ Expert-based cakculation of provisions, net O 23 -
, Change in expert-bases calculation regarding provision
White-affa : related to Govid-19 0 -
Actual credit losses for iha year' -18 -12
Utiised shars of prévious provisions in Stege 3 'Y 5  Creditlogses Stage 1 + Stage 2 0 -2
Total wiite-offs -8, -7
X The macroeconomic scenarios were updated prior to the fourth quarter based
Recoveries 2; a8 on the prevailing market canditions. The update has been dona in view of the
Netcredit Io ry s revised probabilty weighting of 15 per cent/70 per cent/15 per cent {previously
of whi o the 5. o 30percent/55 per cent/15 per cent) for a negative/neutral/positive scenario.

" Of 1he actual Crdcht 103888 reDOHed Ior 1he year, SEK -12 milion {-14) ara monitonsd.

The selection of macroeconoemic risk factors is unchanged. The updating of tha
scenarios has reducad the provision requirement compared with the first hatf of
the year, as the current forecast is sightly less negative than the initial forecast.
In arder ta incorporate the estimated impact of the Covid-18 pandemic from
factors not deemed to have been considered in the model, an expert-based
calcutation has been made at aggregate level to adjust the model-based
calcutations for selected sub-portfolos. A stressed scenario for thesa sub-
portiolios has been compared with the model-based calculation as at 31
December 2020, with tha difference constituting the expert-based calculation,

The temporary exemptions from loan repayments offered as a response
to the Covid-19 pandemic do not quality as a single quantitative factor for a
transter from Stage 1 to Stage 2.

The process for the impairment testing of agreements in Stage 3 has not
changed dus to the Covid- 19 pandemic, but temains as before with the
customary procedurs for individual assessment.
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NOTES

NCTES Cont.

Key figures, credit losses.
Loans ta the public

2019

Credt joas ratio, accaumutated, %
Totel reserve ratio, %
Reserve ratio Stags 1, %
Raserva ratio Stage 2, %
Rasarve ratio Stage 3, %
Proportion of loans in Staga 3, %

0.00
a.01
0.00

12.72
005

0.00
.01
0.00
0.28
820
0.06

Balance shest and off-balance sheat ltems that are
sublect to

tmpairment testing 2020

SEK m

Provisions

Stage 1

Stags 2

Stage 3

Balance sheat itsms
Loans to credit nsttutions
Loares ta {he public

15,007
1,420,138

18,684

705

Total
Off-baiance sheet ltems
Contirgent Babilities
of which guarantes commiments
of which cbigations

1,435,145

18,684

705

Total

1,435,151

f§.

54

Hems on and off the balance sheet that are subject to
impalrment testing 2018
SEKm

Provisiona

Stage 1

Staga 2

Stage 1

Stage 2

Stage 3

Balance shest items.
Loans to cractt institutions
Loans to the public

11,544
1,352,656

18,584

Total
‘Off-bolance sheet items
Contingent Nab#ities
of which gusrantes commitments
of which obligations

1,364,200

21
21

19,584

-58

Totad

CHANGE ANALYSIS

1,384,221

18,584

Change in the provision for expectad credit losses, loans to the public

31 December 2020
SEKm

Total

Provision at beginning of ysar

Derecognised assets

White-offs

Remeasuraments due to changes in credlt risk
Changes due 1o update in tha methodalogy for estimation
Foreign exchanga effect, elc.

Purchased or originated assets

Transfer 10 Stage 1

Transter 10 Stage 2

Transfer fo Stage 3

~182

Provision at end of year
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— e Trangler to Stage +

NOTES
Change [n the provision for expectsd cradit kosses, kans to the public
31 Decsmber 2016
SEKm Stage 1 Stage 2 Staga 2 Total
Provision at beginning of year 54 -54 -89 167
Derecognised assels 4 8 3 8
Whits-ofts ] 0 5 E
Remeasurements dus Lo changes in credit rick -23 2 12 -9
Changes dus to Update in tha mathodology for estimation 0 0 ] [
Foreign axchange effect, etc. -1 0 [1] -1
Purchased or originated ossets k] T4 0 -10 -

-3 10 i} 7

Transter 1o Stage 2 17 34 1 -6
Transter to Stage 3 13 14 34 7
Provision at end of year 56 -54 -72 -182

The provision for expected credit losses regarding off-balance sheet items was SEK 0 million in 2020 {0).
The provision for expected credit losses regarding balance shest items, with the exception of loans to the public, was SEK 0 milion in 2020 (0).

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

caleulated for the stated stage at the end of the
period. The effects of other explanatory items on
the provision are presented in the stage applying at
the start of the perioad. ‘Changes due to updatain
the methodology for estimation” demonstrates the
effact on the provision of changes in the models
andg parameters applisd to calcutate the expected

in the methodology which are knawn at the
reporting date. In 2020, the estimated provision
amount was adjusted due to planned updates to
the methodology for estimation. These adjustments
are recognised together with other adjustments
under ‘Remeasurement due to change in credit
risk’. The explanatory items are identified at

transfer rows and for ‘Purchased or ariginated credit loss for the stated stage. Whera applicable, customer level by lender and country.

asssts’ demonstrate the axpected credit loss thg provision amount Is adjusted for future updates

Change In gross volumaes, balance sheat items that are

subject to impaimment testing '

2020

SEKm Stage 1 Stage 2 Stage 3 Total |
Volume at beglnning of year 1,364,200 19,584 882 1,384,665
Deracognised assets -79,12% -2,639 -212 -81,976
Writa-offs -5 =2 -8 15
Remeastrement cua 10 chargad cradit dsk 31,963 413 ~206 32170
Changss due to update i the methodology for estimation 1] 0 0 o[
Foroign axchange effect, ete. -12,088 -335 -5 «12,438 4
Purchased or originated assels 130,902 1,133 2 132,127
Trerafer to Staga 1 15,867 15,849 <18 o]
Transter to Stage 2 18472 16.500 -118 o
Transfer to Stags 3 -177 -211 38 ¢!
Volume at end of year 19435_‘1 45 1_8_.684 795 1!454.514 !
Changs in gross volumes, balance shest itams that are

subjact to impairment testing

2019

SEKm Stage 1 Stage 2 Stage 3 Total
Volurne &t beginning of year 1,280,030 20,870 747 1,311,647
Derecognised assets -71.,456 -2.428 -160 -74,044
Write-offs -1 -2 -8 -8
Remeasurement due 10 changed cradit Ak 18,078 1,418 -1458 20,252
Changes due to updats in the methodology for estimation [} 0 0 0
Foreign exchanga etfect, etc. 3,903 84 1 3,988
Purchased or originated assels 121.738 1072 20 122.830
Transfes to Stage 1 21,185 21,172 12 1
Transier to Stage 2 19,962 20,024 -2 0
Transtet o Staga 3 215 283 498 0
Votume at end of year 1,384,200 19,584 882 1,384,668
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NOTES

NOTE8 Cont.

Change In gross volumes, loana to the publlc that are

suhject to impalmment testing

2020 ,

SEKm Stage 1 Stage 2 Stage 3 Total ,
Volume at beginning of year ‘ 1,352,656 19,584 882 173,122
Derecognised assets \ -79.009 -2,639 -212 -B1,950
Whita-ofts 5 -2 -8 -18
Remeasurement due to changed credit risk . 30,680 410 ~208 30,887
Changes due to Lpdata in the mathadology for estimation | 0 o o 0
Fosignexchangsettectete. 4 . 12076 e — — ~ @5 -~ -5 B
Purchased or onginatad assets 128,764 1,133 2 129,898
Transfer to Stage 1 , 15867 -15,849 -18 0
Transfer to Stage 2 -16,472 18,590 -118 o,
Tranafer to Stage 3 | 177 211 388 0
Volume at end of year : B 140,38 18.684 705 1,439,527
Charnge in groas vohines, loans to the public that are

subject 10 impairment tasting

209

S5EKm Stage 1 Stage 2 Siaga 3 Total
Volume 8t beginning of year 1,278,295 20,870 747 1,269,012
Derecognised assats -71,285 -2,428 -160 -73.883
Write-ofts -1 -3 -5 -8
Remeasurament due to changed credit risk 18,072 1,420 -145 20,347
Changes due to update in the methodology for estimation ] [} ¢} 0
Foreign exchange effect, etc. 3892 a5 1 3,078
Purchased or onginated assets. 121,685 1.072 20 122,777
Transfer to Stage 1 21,185 -21,173 -12 1]
Transfer to Stage 2 -18,862 20,024 -62 [}
Transfer to Stage 3 -215 -283 458 a
Volume at end of year 1,352,656 19,584 832 1,373,122
Change in gross volume, off-balance sheet items that |

afe subject to impalment testing

2020

SEKm Stage 1 Stage 2 Stage 3 Total
Volume at beginning of year 2 . - 2
Derscognised assets ' -5 - - -5
Wite-ofts ' - - -

Remeasurement dua to changad credit risk -15 - - -15
Changes due to update in tha methodology for estimation - - - -
Forelgn exchangs effect, ete. | 0 - - o
Purchased or originated assets. 5 . . 5
Transfer to Stage 1 - - - -
Transfer to Stage 2 . . N .
Transfer to Stage 3 ' - - -
Volumae at end of year , 6 - - [
Change in gross volume, off-balancae shest items that

are subject to Impalrment testing

2018

SEK m Stage 1 Stage 2 Stage 3 Total
Volume at baginning of year 4 - - 4
Devecogrised assets 0 - - [}
Write-offs - -

Ramezsurement tus to changed credit rigk 0 - - 0
Changas dus 1o updats In the methodology for estimation - - - -
Foreign exchange effect, efc. L] - - o]
Purchased or originated assets 17 - - 17
Transfer 1o Stage 1 - - - -
Transfer to Stags 2 - - - -
Transter o Stage 3 - - - -
Volume at end of year 27 - - 2
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SENSITIVITY ANALYSIS 2020

The calculation of expected credit Iosses pursuant
to IFRS 9 appliss forward-looking data in tha form
of macroeconomic scenarios. The expected credit
loss is a probability-weighted average of the

calculated forecasts over three scenarics. The

foracast in the normal scenario {Base case)is
assigned a weighting of 70 per cent, while the two
altemnative scanarios, reflecting an upturn and

downturn in the economy, are each assigned a

NOTES

weighting of 15 per cant. The following tabls
presents the maximum, minimum and average

annual forecasts for some of the central risk factors

by home market and scenarnio for the next Tiva years.

Macrosconomic risk factors Minimum Averags Maximum ¢
2020 Negative Neutral Positive Negative Neutra! Posltive Negative Neutral Postive |
GDP growth O e -t !
Sweden -1.70 2.00 1.70 174 251 3.4 3.20 380 490,
UK , -1.29 1.58 1.28 152 2.19 2,81 3.08 2.80 499
Norway 005 1.60 1.30 1,40 21 274 220 364 6.04
Denmark ' -165 1.48 1.18 118 189 2.52 218 275 4.53f
Finland 127 158 1.25 108 1.78 238 206 2.52 4821
The Nathertands and Europoe 066 1.30 1.00 1.43 215 277 1.80 4.40 678'
USA ! 0.05 2.00 1.70 1.88 256 318 280 a77 617"
Other countries 180 350 320 345 3s2 423 401 510 (SN
Unemployment index ' t
Swedan ; 8.10 690 6.55 084 764 890 10.81 880 7.71]
UK 6.60 435 425 761 5.21 458 8.60 6.50 532"
Norway ' ERT) 275 260 468 295 2.60 5.46 330 280
Denmark ! 7.70 5.50 5.20 8.18 5.96 540 8.68 6.60 550,
Fintand 8.70 8.70 6.50 0.58 739 668 10.35 823 7.25'
The Netherlands and Europe 10.00 8.00 7.90 11.04 8.79 815 1185 9.3 854t
usA 6.80 430 3.70 7.70 517 414 880 6.28 5.001
Qther countries . 7.60 6.00 5.80 8.58 7.10 8.48 12.02 8.50 7.22 i
Key rate '

Sweden 0.00 0.00 0.00 0.00 0.15 032 0.00 0.50 070,
[P ) 810 0.t0 0.10 0.10 0.21 038 010 0.50 070,
Nomway ) 0.00 000 0.00 0.00 0.4 057 0.00 0.75 095
Denmark , 0.05 0.05 0.05 0.05 0.09 0.26 005 0.25 045"
Finlana 0.00 0.00 000 0.00 005 0.22 000 0.25 c.as!
Tha Natherlands and Europs 0.00 0.00 0.00 0.00 0.08 022 0.00 0.25 0.45
usa 0.13 013 0.13 013 0.28 0.45 0.13 0.63 083,
Other countries i 1.80 1.80 1.80 202 222 230 2.25 3.00 3.20¢
Property price index, |

commercial properties : s
Swaden -22.83 1.36 1.81 515 137 4.44 578 357 576
K -1482 -2.50 2.08 -1.42 1.49 409 8.70 570 570
Norway -21.07 253 0.84 an 1.48 3.0t 80 4.41 468
Denmark ' -17.98 -2.45 0.60 -4.44 060 219 439 .02 &38:
Fintand -21.25 225 3.4 349 108 3.1 7.20 5.14 481,
The Netheriands and ELrops -21.27 437 0.62 -4.44 065 2561 541 359 423!
usA 200 020 2.00 256 0.58 258 3.77 1.58 3
Other countries 0.66 130 100 1.43 215 2.77 1,80 4.40 679,
Property price fndex, : .
resldentlal properties i i
Sweden ! 491 135 122 080 2.47 a.40 511 419 830!
18 -9.88 -2.48 0.15 347 -091 1.08 0.42 0.80 2.10
Norway ! 4,58 2.05 3.02 242 .67 483 547 4.48 s.28
Denwnark 745 0.40 0.41 026 1.27 266 385 222 6.06,
Finland 054 153 1.88 1.08 1.78 2.28 195 1.92 202!
Tha Netherlands and Europs 442 2.00 170 1.29 2.52 2.88 3.5 3.56 635!
usa -4.42 2.00 1.70 129 2.52 2.86 as6 3.58 635
Other countries 4.42 200 170 120 252 2.88 356 356 6.35

Effact on the provision in Stage 1 and Stage 2 of the alternative scanarios, as a parcentage of the weighted provision.

1’ Percentags increase of Percentage decrease of !
2020 R n iy slo |
Tot ! 1662 849
Sweden ! 17.59 o4
Norway 1357 354
Denmark ) 15.65 836!
Finang ‘ 1 539
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NOTES
NOTES8 Cont.
SENSITIVITY ANALYSIS 2019 The foracast in the normal scenario (Base case) is and average annual foracasts for some of the
The cakulation of expected credit losses pursuant  assigned & weighting of 60 per cent, while the two central Hisk factors by home market and scenario
to IFRS 9 applies forward-lcoking informationinthe  2temative scenarios, reflacting an uptum and for the next five years.
form of macroeconomic scenarios. The expected downturn in the econcmy, are assigned &
credit boss is a probabllity-weighted average of the weighting of 15 and 25 per cent respectively. The
calculated forecasts over three scenarios. following table presents the maximum, minimum
Macreeconomic risk factors Minimum Average Maximum
2019 Negative Neutral Pogitive Nsgative Nautral Positive Negative Neutral Positive
GDP growth

T Sweoen -1.49 o.81 70 184 1.96 2.08 270 2.20 2.84
UK -0.50 1.00 120 1.50 1.61 171 1.80 177 2.60
Norway 004 .24 +.20 157 167 1.78 1.85 184 364
Denmark 086 .08 1.10 138 149 1.58 1.81 1.81 3.04
Fintand -1.67 073 .10 150 162 173 195 188 263
The Netherlands and Europs 17 083 1.00 1.16 128 1.3 170 140 2.63
usA 054 125 194 1.85 1.8 202 250 230 230
Gither countries 2.40 250 300 ao? a0 3.12 350 3.50 3.50
Unemplayment index
Sweden 560 860 6.30 6.90 8.75 6.65 835 7.24 8.70
UK 4.80 4.10 3.50 518 5.04 490 580 520 5.20
Norway as0 3.40 280 asi 350 3.39 440 3.60 3.50
Denmark 5.50 518 4.68 5.67 550 5.40 7.00 560 550
Fintand 550 6.48 5.80 7.05 6.88 6.74 8.20 6.50 6.90
The Netheriands and Evrope 7.80 7.80 6.90 8.05 7.83 7.70 950 8.10 7.80
usA 424 4.04 374 453 4.48 442 4.90 4.50 4.50 '
Other countries 6.00 8.0 5.85 803 8.01 509 8.40 8.10 6.00
Koy rate
Sweden 0.50 (1) 0.50 214 234 2.45 330 330 330
UK 0.25 075 135 2.40 259 an 3.30 a0 3.30
Norway 025 1.50 200 2.08 229 2.38 310 310 3.10
Dermark 005 0.05 0.25 1.70 191 1.99 a2 312 3.12
Finland 0.10 0.00 0.25 1.69 191 199 a2 ai2 3.12
The Netheriands and Europe -0.10 .00 0.25 1.69 1.81 1.99 a2 a12 312
USA 0.88 138 163 2.64 2,70 273 3230 a30 3.30
Other countrias 280 280 205 a4 as7 a.60 410 410 410
Property price Index,
commercial properties
Sweden -7.65 777 -11.18 -1.53 -1.42 -1.17 6.92 11.48 22.99
UK -4.83 -3.83 400 009 0.03 o.1% 5.48 742 17.04
Norway -5.77 -5.03 -7.44 -1.54 -1.45 -1.31 .06 520 9.47
Denmark -8.84 -8.49 -10.81 2n -1.87 -1.81 3.42 7.07 1250
Fintand -8.25 722 098 -1.08 -0.82 072 7.07 B.74 17.77
The Netheriands and Europe £.20 572 -5.46 003 027 0.75 2,02 470 12.48
USA 1.25 -4.97 125 168 075 1.08 2.30 2.58 230
Cther countries -7 03 1.00 116 128 139 .70 1.40 263
Proparty price index,
rasidential properties
Sweden 074 003 -037 179 1.96 2,14 6.55 528 7.76
UK -4.30 141 1,55 1.88 2.34 2.78 494 385 8.40
Norway 0.40 186 0.43 285 296 300 4.80 562 .31
Denrmark 277 175 145 2388 3.2 a17 472 290 6.23
Finand 0.82 5.51 1.57 158 1.7 181 177 .80 2.4
Tha Nethertands and Europe 170 1.80 170 214 2.35 243 2.50 250 3.20
LsSA -1.70 1.80 1.70 214 236 2.43 250 2.50 az0
Other countries -1.70 1.80 1.70 214 238 2.43 2.50 250 320
The below table shows the percentage increase/decrease in the provision for expected credit losses in Staga 1 and Stage 2 at 31 December 2019 if the negative/
positive scanarios ara liccated probabilities of 100 per cent.

P of of
2019 i tn positive i
Total 573 -5.06
Sweden 586 -5.26
Nonway 2.5 -1.41
Oenmark 6.49 £.08
Fnlang 459 -4.01
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NOTES
Sensitivity analysis, significant i in recognition was set 0.5 points lower or higher than A reduction of 0.5 to the threshold value woutd
credit risk tha appfled threshold of 2.5. have the oppasita effect. The company uses both
Tha table below shows how the provision in Stage A reduction of 0.5 to the threshold value wouid quantitative and qualilative indicators 10 assess
1 and Stage 2 is affected if the threshold applied for  increase the number of loans transferred from significant increases in credit risk. Further
the ratio between the residual credit risk calculated  Stage 1to Stage 2 and would also entad an information is provided in note 2 under the heading
at the time of reporting and the date of initial increase in the provision for expected credit losses,  "Credit risk”™,
2020 2019
Threshold vaine Change in total provision for Stage 1 and Stage 2 Thrashold valua Change in total provision for Stage 1 and Stage 2
S - = - - = -
— ) .- et 4.90% 2 4.15%
125 0.00% 25 0.00%
3 360% 3 -3.50%
Credit exposure by PD intervals
Balance shaet itams
brokan down by PD intervaly Gross valuma
PD value' Stage 1 Stage 2 Stage 2
0.001t0 <0.15 ’ 1,251,738 4330 -
0.15t0 <0.25 . 151,146 1,677 -
0.25t <050 10,205 1017 -
0.5010 <0.75 11,191 516 '
0.75 16 <2.50 ; 5,555 2419 -y
2.50 o <1000 5259 7,856
100010 <100 53 760 -
100 {defautts) - - 705’
Tatal ' 1,435,148 18,684 705’
Loans to the publie,
breakdown by PD intervals Gross volume
PD value! Stage Stage 2 Stage A
0.0010 <0.15 1,238,275 4,339 -
0.1510 <0.25 140872 1677 -!
0.2516 <0.50 10,118 1017
0.5010 <0.75 ' 11,087 516 -
0.7516 <2.50 5,508 2419
2.50 16 <10.00 5215 7,656 -
10.00 ta <100 52 760 -
100 {delaults) - - 705
Total . . 1420138 12,684 705!
Oft-balance shest items broken
down by PD intervals Qross volume
PD value’ . Stage 1 Stage 2 Stage 3,
00015 <0.15 ; [ o R
Q.15 <0.25 } 0 0
02510 050 Q 4]
0.50lo <D.75 a 0
0.7510 <2.50 a o !
25010 <10.00 [} ]
10.0010 <100 Q 0 -
100 {detatts) - - 0!
Total & L} 0,

" Ratars 16 f2-month PD valug at the reparting date.

There was no repossessed property at 31 December 2020 or at 31 December 2018,
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NOTES

NOTE 9 Taxes

NOTE 10 Loans to credit institutions

Defemrsd tax fzbilities SEKm 2020 2019
SEKm 2020 2019 -
- = Loans In Swedish kroner
Hedging nsirurments . 708 617 Baks 65711 7483
Tota) v 08" 617 Total . 6,671 7,493
Net datarred tax fiabitities | 708 617 Loans in foreign cummency
Barks 8,336 , 4,051
2020 e s Recognised — -~ -—Total B 8,336 4,051
b Changa In Recognlaed in athar Total loans ta credit institutions 15,007 11,544
i i
detard taxes Oparicg inincome  comprsben  DONG s rest ncono . 0 2
Hedging instnuments 617 o a1 708 +
Total X 617 0 o 708 Average volumes . f
FoTmT T - - - SEKm 2020 2019
2019 a ised Loans to cradit institutions in Swadish ronor 4,295 5001
Change in Recognisad in other Loana lo cradit Institutions in foreign <urrency 4,871, 3,788
defered taxes Opening inlncome  comprehan- Closing Total 0,166 8,856
balanca statemant  siva Incoma balance ) =
Hedging instnanents 191 0 426 617
Total 191 ] 425 617 3
NOTE 11 Loansto the public
T
Tax expanses recognised SEKm 2020 2018
in the incoma statamant R
SEKm ) 2020 2018 Loans in Swedish kronor !
cu X + Househoid v 874,258 | 833,108
ment tax : Comorste 365,702 341 698
Tax expents o7 the year ‘ 2782 2862 Tow 1239050 117489
Adjustrent of tax retating 1O prior years -8 14
eforred tax Loans In foreign currency , ’
Changes in lemporary differences L 0 [+ Househok! 140,697 42298
Total - 2761 aean  Comomie 58,870 . 55,028
Total | 199,567 199,228
Tax rats 21.4% 21.4% B i
Tax catculated on the profi for tha year, befors tax 2,748 -2g5s  rovoion for expeciod croct lossen 189, 182
Total loans to the public 1,439,328 i 1,372,940
Dittarenca 13 10
of which accrued interest income 1237 1323
The differance is due 10 the Lax fect for the fallowing -
tems : -
Varlous non-deductible expenses -9 -1 Average volumes 2020 , 2018
Adjustment of tax relating to prior years 8 14 Loans 1 the publc in Swacish kronor 1204763 1,142,608
Other : 5 3 Loans to the public in foreign curency ; 196843, 184,839
Total . 13 10 Total T 1403708 1,337,632
NOTE 12 shares and participating interests in Group companies
SEK m 2020 2018
Shares and participating interests in Group companies and esociated companies 4] 1]

Carrying amownt, SEK '600

Ownership * I

Number of
Qroup companies Corporate identity no. Domicile shares share, % 2020, 019
Svenska Intecknings Garanti AB Sigab 5564327285 Stockhoim 1000 100 100, 100

48 STADSHYPOTEK } ANNUAL REPORT 2020

01.07.2022 kil 20:30

Brgnngysundregistrene

Side 56 av 96



NOTE 13 Derivative instruments

NOTES

Nominal amount/maturity Nominal amount Positive market vatuas Negative market valuas
Upto 31 Dec 31 Des 31 Dec 31 Dac 31 Dec 31 Dec
SEKm T yoar 1-5 yra Over Syrs ' 2020 ; 2019 . 2020 § 2019 2020 2019
Derivatives for fair vakie hadges | . ; ' '
Inferest rate-related contracts . I
Options. 1,745 1078 - 2,823 4733 o' a3 - -
Swaps . 18,621 28,387 | 47,008 7727 1402 127 2 -
Amounts offeet - g 2 - - 5 : - -
Tota) 1,745 19,668 28,387 49.83 22,480 | 1,402 -124 23 -
; ! .
Derivatives for cash flow hedges . ‘l , . R
' :
Internst rato-related contracts ! ! 1 '
Swaps 55,604 132,384 27,806 ¢ 215594 - 238,747 ' 7,842 8873 " 171 n7
Currency-refated contracts. , ) Y f
Swaps 24,147 57.353 24,035 105,545 116,724 | 31 9.278 2223 178
Amounts affset - - - - - - -
Total 78,751 189,747 51,841 321,138 355,47 10,553 18,151 2,394 235
Total derivative Instruments 81,496 209,448 80023 370,870 arren 11,955 . 18,027 2417 265
of which OTC dariatives not settiad ' .
by CCP 81,496 209,446 80,028 ¢ 370970 - 377931 H.EA‘SS__ 18,027 _ L‘-UJA 295
Currency breakdown of markst valuss Positive market values HNegative market values
21 Des 31 Dec | 31 Dec | 31 Dec
20620 2019 2020 2019
SEK 53,977 92,817 36252 13,657
usb 269 21,352 -10.268 | 3
EUR 58,417, 82,486 -33,834 , -13,283
GBP 7,245 8,008 - -
NOK . 10,387 !
Total ' 11,855 18,027 207 ' 205
Amounta offset - - - -
Net amount 11,955 18,027 2417’ 295

1 Dus 1o a rectaswfication ¥om cash Bow hadges to fair value hesges, denvaives contracts ane reportad in bath categoses in this nota. The change in the market value after the reclssfication i negatve,
bt i mportad under positive denvatives as overal, the dervatives am positive,

Derivative contracts are reported gross on the balance sheet and in the note. Stadshypotek AB (publ) only has derivative transactions with its parent company,

Svanska Handelsbanken AB (publ).

HEDGE ACCOUNTING

The table shows derivatives acting as hedging instruments for interest rate risk and forsign exchange risk in cash flaw hedges at tha respective year-end.

Risk catagory and type of hedge accounting

31 December 2020

SEKm Up to 1 year 1-5yrs Over 5 yrs ;
CASH FLOW HEDGE |
Interest rate risk
Interest rats swaps pay foed nterest and receive variable interest
Nominal amount - 20,000 750"
Average fixed interest rate. % - 0.19 183
Interest rate swaps receive fixed interest and pay variabie Interest ;
Nominal amount 55,604 112,385 26,856
Averaga Txed interest rate, % 105 1.60 132
|
Foreign exchange risk ! '
Inferest rate swaps Day variable interest in SEK and receive variable interest in forelgn cumencies. | :
Currency-related derivatives EUR/SEK ! !
Nominal amount, SEK ! 24,147 39,517 13,880 "
Averapa exchanga rata at time of acquisition SEK/ELR | 82786 8.7 8522 .
Foreign exchange derivatives, USOVSEK
Naminal amount, SEK 10,662 -,
Average exchange rate at time of acquisition SEKAUSD - 8.858 -
Cumency-related dervatives GBR/SEK I
Nominal amount, SEK } - 7,185 -
Average exchanga rats at time of acquisition SEK/GBP : - 11,025 -
Foreign exchange dervatives, EURMNOK . .
Norminal amount, SEK ! 10,154 !
! 10762

Aversge exchangs rate at time of acquisition NOKEUR
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NOTES

NOTE13 Cont.

The table below shows amounts attributable to hedging instruments, and to ineftectiveness in hedge accounting at tha respective year-end.

Risk catagory and type of hedge accounting
31 December 2019

SEXm Upto 1 year 1-5yrs Over Syrs
CASH FLOW HEDGE
Interest rate risk
Interest rate swaps pay fixed riterest and receve vartable interest
Nosinal amount 662 10,000 750
Average fred nterest raita, % 3.45 022 1.63
Interest mis swaps pay variahia inlerest and raceive fxad interest
Nominal amount 27,491 161,275 38.260
Averaga fixed interest rats, % 221 1.47 1.09
Fareign exchanga rgk
Interast rie swaps pay variable interest in SEX and recefve variable interest in foveign currencias.
Nominal amount 8818 54,853 24,513
Average exchange rats at time of acopistion SEKEUR 8.785 9.419 10.407
Foreign exchange derivatives. USD/SEK
Nominal amount 8,897 11,380 -
Average axchange rats at time of acquistion SEKAISD B.655 B.BB3 -
Cumrency-related derivatives GBP/SEK
Nominal amount - 7,563 -
Average exchange rats at time of soquisition SEK/GBP - 11,025 -
Tha table shows amounts attribetable to hedging instruments, and to ineffectiveness in hedge accounting at the respective year-end.
T
Risk category and typs ' Changes in :
of hedge accounting the value
Balance Changs  of hadging Inafiac: Reclassl-
shoet item Infair instruments  liveness Income flod from Income *
1 Nominal Carrying amount in which value used to the hedge statement
: amount  hedging instruments ahedging calculats In- In other com- Inthe iHemswhich  reservelo  itema which
31 Decemnber 2020 hedging [} income include  the income include the
SEKm . Instruments Assets Liabititins includad for 2020 incoma i i
CASH FLOW HEDGE
Interesi rate risk \
Interest rate swaps pay fixed ' et gainsAosses
intavest and recedve variabie on financial
interest 20,750 o i ral Dertvatives -80 -80 o transaciions -
Net gainsdosses Net gainslosses .
Interest rate swaps receive fixed on fnancial on financial
interest and pay varlable interest ¢ 104,845 7.442 0 Derhvatives 838 837 1 transactions 18 fransactions
Foreign exchanga risk
Net gainsfosses
Currency-retated dervatives an financial
SEK/EUR 77544 3071 1,114 Derhativea -56 -58 - transactions -
Net gainsAosses \
Currency-related derivatives on financlal
SEKAISO 10,652 4] 866 Derivatives -14 -14 - transactions -
I Net gainsfosses,
Currency-rebated derfvatives on financial
SEK/GBP ! 7.185 40 - Dervathves 3 3 - hansactions -
! Net gainslosses
Forelgn exchange dervatives, on fnancial
EURNOK 10,154 243 Derivatves -6 -8 - transactions -
Total 321,140 10,553 2,304 668 668 1 118
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NOTES
The table shows amounts attributable to hedging instruments, and to ineffectiveness in hadge accounting at the respective year-end.
Risk category and type Changa in
of hedga accoumting the value
Balance Changa  of hedging Reclassi-
sheat item infakr  instruments Ineflactive- Income fiad from income
Nominal Canying amount Inwhich value used to hash pet- statement the hadge statement
amount hedging instruments ahedging cakculate in- i othet com-  ognisad in tems which reserve to itams which
31 December 2018 hedcgl Is the income incede  the income include the
SEKm instrumants Astets  Liabllitles Included for 2019 ncome i
CASH FLOW HEDGE
Interest rate risk
Intarest rate swaps pay fxad Nat gainsAosses
nterest and receive variable on fnancial
nferast 11,712 13 86  Dertvatives -5 -54 3 transactions -
Net gainsAossas Net gainsAassas.
Interest rata swaps pay variable on financiat on financial
interest and raceive fived imerest 227,035 8,860 N Derivatives 2,087 2,091 4 transactions -10 transactions
Foreign exchange risk
Net gainsAosses
Currency-related derivatives. on fnancial
SEK/EUR 88.784 7,088 178 Derivatives 47 -47 - transachons -
Net gainsdosses
Currency-related derivatives on linancial
SEKAJSD 20,377 1,308 - Derivatives -8 -8 - transactions -
Nat gains/osses
Curmency-relalad derivatives. on finangial
SEGEP 7,563 782 - Derivalves 17 17 - transactions -
Total 55,471 18,151 298 1,098 1,898 1 -10
The tabfes show hedged items at the respective year-end.
Risk catagory and type of hedge accounting
Changs in falr value Of which amounts remaining .
31 December 2020 used to calculate In the hedga reserve from hedges whers '
SEKm ineffactiveneas Hedge mserve hedge accounting is no longer applied
CASH FLOW HEDGE '
Intarest rate risk .
lssued sacurties at fixed interest e 838 4,147 784
Loans 1o the public at fixed interest rato -80 141 -
Forsign exchanga risk ;
issuad secuntias ot fxed interest rmts in EUR -56 -539 -
Issuadt sacurities at variable intsrest rata in GBP RL -18 -
lssuec sacuriies at fivad interest rate in USD -3 -10 -
lssued sacurities at fixed interest rate in NOK -6 -6 -
Total ! 669 3433 T84
Tax -138 -706 -162
Tota) 51 2725 622 '
Risk category and type of hadpe accounting
Changs in fair value Of which amounts remaining
31 December 2019 used to calculats in the hedge resarve trom hedges where
SEKm inefloctiveness Hexige reserve hedge accounting is no tonger applied
CASH FLOW HEDGE
Interest rate risk
ta5ued socirities at variabia interest rate 2,087 3,418 800
Loans to the pubc 2t variable interest rate -51 -51 -
Foreign exchange risk
Issued sacirities al fixad inleres! rata in EUR -47 -483 -
Issued securhties at variable interest rata in GBP -8 -15 -
Issued securities at fixad interest rate ih USD 17 14 -
Total 1,988 288 800
Tax -428 617 -193
Total 1570 2,264 T07
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NOTES

NOTE13 Cont.

The table shows derivatives acting as hadging instruments for interest rate risk in {air value hedges at the respective year-end.

Risk category and type of hedge accounting

31 December 2020 ' i
SEKm B Up to 1 ysar 1-5yma Over5yrs |
Fair vitue hedges ’ i
intarest rate rizk !
tnterest rale swaps recaive foaad interest and pay variable interest ' !
Nominal amount - w8e2r - 28387 e —————
Averaga fived interest rate. % — oo - 027 0.53
The tabla shows amounts attributable to hedging instruments, and to ineffectiveness in hedge accounting at the respective year-end.
Rigk category and type Carrying amount ;
of hedge accounting ! hedging instruments Balanca sheat Changs In valus '
. item in which Change in fair of hedged itams  Ineftectiveness Income
" Nominal amount a hedging valua used to ised in i items.
‘:E'Em 2020 ! hadging Instrument caleulats ineffac- the income in the incoma which include
m instruments Assets Liabllities is included tiveness for 2020 ) .
FAIR VALUE HEDGES i
Interest rate risk
Intarest rats swaps receive Met gainsAosses |
txed interes! and pay on tinancial 1
variable inlerest i 47,008 1,402 - Dertvatives 333 316 17 {ransactions
Totat | 47,008 1,402 - 323 ANe 17 '
FAIR VALUE PORTFOLIO '
HEDGES ¢
interest rate risk i |
| Net gainsfosses
on financial
Interest rate options (cap) 2823 0 - Derivatives 13 -13 0 iransactions ,
Total _._2mnm ) - 13 -3 0
Risk category and type Carrying nmount
of hedge accounting hadging instrumants
Balance shest Changa In values
item in which Change in fair of hedging ins Ineffectiveness Income
Nomina! amount a hedging value used to ments anised ! in tems
31 December 2018 hedgi instrument calculats maffec- in ather compre- the income which include
SEXm instruhernts Assats Uabilities i included tiveness for 2019 hengive income. statement  ineffectiveness
FAIR VALUE HEDGES
Interest rate risk
Interest rata swaps receive Net gains/losses
fixed interest and pay on tinanclal
variabla interest 17,727 127 - Derivatives 151 163 -12 Trangactions
Totl 17,727 -127 - 151 163 -12
FAIR VALUE PORTFOLIO
HEDGES
Intarest rata risk
Net gains/csses
on financial
interest rate options icap) 474 3 - Oerivatives 7 8 -1 transaclions
Total 4,733 3 - 7 8 -1

52 STADSHYPOTEK | ANNUAL REPORT 202¢

01.07.2022 kil 20:30

Brgnngysundregistrene

Side 60 av 96



NOTES
The below tables show hedged items at the respective year-end.
Risk category and typa ¢ A fair vaiua Accunndated
©f hedge accounting included in the camrying amount of amount of
Carrying amount hedged item the hedged ilem adjustments o
i fair vatue hedgaes
J remaining on tha
' batance sheat i
: for hedged items
H Balance sheet  Changa in value which are no Balance sheet
! item in which the used to calculate  longer adjusted item in which the «
31 December 2020 hedged itemis  ineffectiveness for changes in  accrued amourit
SEXm Azsels Lizhilities Assats Liabilities included for 2020 {air value is
FAIR VALUE HEDGES ]
Interest rale risk ' - 40,604 - 316 lasued sacurties 467 50 lssued sectaities
Total 49,604 - 318 -467 50
: i
FAIR VALUE ! |
PORTFOUS HEDGES ' '
Interest rate risk ! 2,746 Loans lo '
he public:
alua changs of
interest-hedged .
itemn in portiolio H
interest rate risk 12 - hedge -13 -
Total 2,758 - - - -13 - -
Risk catagory and type Accumulated falr Accumuiated
ot hedge accounting value adjustment included in the amount of
Carrying amount hedged item camying amount of the hedged item adjustments to
1air value hedges
remaining on the
balance sheet
for hedgad items
Balance sheet  Change In value which are no Balance sheet
Htem In which used to calcutats  longer adjusted  Jtem ln which tha
31 December 2018 the hedged itsm  ineflactivenesx for changes In  accruad amount
SEK m Assets Liabilitias Assats Lahilities is included for 2019 falr vatue Is inchuded
FAIR VALUE HEDGES
Interast rats risk 17,675 -151  Issued sacurities 163 B0  Issued securities
Total 17.875 - -151 163 a0
FAIR VALUE
PORTFOLIO HEDGES
Intenast rate risk 4778 Loans to
the public
Vala change of
interast-hadged
item in parttolio
Inlerest rate risk 25 hadge 7 -
Total 4,801 - - - 7 R R
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NOTES

NOTE 14 offsetting of financial

NOTE 16 Property and equipment

Instruments
Equipment
B SEKm 2020 2019
* ! 1
SEKm 2020 2019 Cost of acquisition at beginning of year 3, 3
Financial assets suhjact 1o offsatting, snforceable . Cast of addhtional acauisition for the year ! o Q
mastar netting and similar ! Disposals and retrements - -
Gross amount 11,885 18027  Cost of acquisition at end of year 3 ]
Amounts set off . - ; J‘*
Canying amount on the balance sheet —————————+———11,855" 18,027 iation and
. i a beginning of year 3 3
; i
Related amounts not offzet on the balance sheet ' ' Disposals and mtrements h h
Fi ia) inst 13, ntting an ts . 2417, 205 Amartisation for the year accordng to plan : [+ 0
Total amounts not aet off on the balance shest : 24171 205 for tha year , L -
A i A isation and i J -3 -3
Nat amount . 9,538 i 17,732 kosses at end of year ‘
1
! | Carrying amaunt 1 [] [}
Financial Ii subject to | l : -
master netting and simitar agr . )
Gross amount ) 2417 205 The cost of acquisition for tangible non-current assets depreciated in full in
Amouns se! off . N - 2020 totalled SEK 3 million (3).
Carrying amount on the balance sheet ! 2417, 295
Reiated amounts not offset on the balance sheet ! NOTE 17 Othel’ assets
Financial instruments, natting amrangements 11,&55} 18,027
Total amounts not sat off on the belance cheet . 11.955‘ 18,027 SEK m 2020; 2010
- |
Net amount ! 9,538 17732 g azg! 204
Totat : 328 204

The above information refers to reported financial instruments that are covered
by legally binding netting agreements. All financial instruments that are subject
to netting agreements have been entered into with the parent company
Svenska Handelsbanken AB {(publ} as the counterparty.

The lina itern *Other’ includes accumulated value changes on fair valua portfolio
hedges that have been terminated prematurely.

NOTE 18 Prepaid expenses and

NOTE 15 mntangible assets accrued income
Internally developed software SEKm 2020 2018
SEKm 2020 § 2016 . 1
Agtryed ncome 56 4]

Cast of acquisition at begnning of year ! 133 n Prepaid expenses ) 1 ; 3
Cost of acquisition of additional intangfble assats. ) 29 : ar Total T 57
Disposals and retirements -1, 25 -
Cost of acquisitlon at end of year : 151° 133
Accumitated depreciation and impament :
at beginning of year ) -13] 26
Disposals and retirements i 1 25
Amortisation for the year acconding to plan \ -13. -1
Wrpaimment K the year i -15: -8

lated smortisation and logses &t | -30} -13
end of year ' !
Canying amount i’ 120
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NOTES
NQOTE 19 Due to credit institutions NOTE 21 Other liabitities
SEKm ‘ 2020, 2018 SEKm | 2020 2018
Duse in Swedish kronar i Linbittes on ivestment banking settiements . . B
Banks . 615,431 539,352 Group contrbutions provided ! 11,400 " 9400
Totat i 615431 ¢ 530,352 Other ! 46 56
. !
Dua in fareign curmency ‘ Tota) . a6, 8,466
Banks 153,136 156,384
Tota! . 153,136 156,364 -
Total due to credit Institutions ! 768,567 ' 685,716 NO TE 22 Acgrélefd exg‘?nses
1
of whi itecest ‘ 880, 751 arnl ejerred 1ncome
¢ |
: T SEKm 2020 2019
Averags volumes. . :
SEKm . 2020, 2019 Agcrued expenses ! 9 7
B .
Bus 10 credit nstitutions in Swecksh kronor | 564301 so4rgs  Defeedincome : 3 3
Due to erecit institutions i foreign curmency . 157.082 151,149 Totl . a, 4%
Tota) ' 721388 655,284
NOTE 23 Pledged assets and commitments
NOTE 20 1ssued securities
Assots pledged for own debt !
" SEKm . 2020 2019
2020 ! 2018 -
f N ’ M Liquid funds. on a biocked scoount 5.000' 5,000
SEKm amount amount | Amount amount of which pladged for covered bo ! 5.000. 5:000
g Loans to the public' ) 661,850 670,012
. !
Bonds' of which plediged for covered bond's | ss1850 670012
Bonds in Swedish kronor 475,201 457,280 , 471,068 4984 = ; 655,850 oT8.012
Bonds in forsign currency 145,882 146,705 ' 163,497 163,834 T
Total : 622,083 804,185 634,565 613443 ™ The cover podl comginisas loans against mongages in single-tamily housing. mutt-famdy dwelings
. and housing Co-Operatie apartments with a bban-to-vakue ratio of up to 75 per cent of the markat
ofw Ch occred ierest 2226 w45 vakue a3 well as pubsic cradits phus addiional collateralin the form of cash nds on a blocksd
. e - ’ accounl. A separata specification 8 kept of the essets and tha covered bonds, and alao denvatives
relatng to these. In tha event of the compeny’s Insalvency, pursuant Lo the Swedish Righit of Priority
- Act, the holders of Stadstypotsks covernd bonds have prior fights to the assets registered as
Change analysis ! cotateral. I, at the time of a banknuplcy decision, the assets in the caver pool full the terms cf the
SEKm 2020 2010 Aci, thesa must instead be kept separata rom the banknupley sttate's ciher 2ssels and kabillies, In
s avent, the hakders of the DONS Mt FCeRe CoNtractLal payments Lnder the tama of the bond
lssued aecuritiea at beginning of year 634 565 \ 627,475 100 tha pariod unti maturity.
issued 121,778 151,767
Repurchased 70,187 22,155 —
Matured -54,160 120678 SEKm 2020 2018
For:: ud!a.nps eflects, e:& 8913 : 5;;;2 Commitied credit oflers , 644 1,850
s atend of year .. B, - Rapurchass agreement ! 2253 211
lssued interest rate options, nominal value . 2,738 4774
N valumes 1 Future lease payments l 52 : 49
SEKm . 2020 . 2019 Total L. 5se8i 8504
Swedish kronge T asests] 478
Forsign currency . 155,511} 177,437
Total | 642,027 | 648,482

* For a kst of bonds, 566 page B2.
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NOTES

NOTE 24 Related party disclosures

Related partles - claims and liabilltles

The business operations of Stadshypotek are highly decentralised. The

2020 ‘ 2o1g  basic principla is that organisation and working methods are determined

L

SEKm .
— ] " by Handelsbanken's branches, which are responsibile {or all the business
Loans 1o cradt istiutions 18061 MS4 findidual customers. One consequence of this approach Is that
Derivative insiruments i 11858 18027 gadshypotek’s lending operations a8 Un va Handelshariken's Swedish
Other assets ; 9, branch operations and the lending operations in Stadshypotek's branches in
Tatal 7,058 28806 Norway, Denmark and Finland are run via Handelshanken's branch operations
Dus to crodit Institutiors | _ 788567 B95,716.—in the respective countries: Stadshypolek's Ringing neads are managed
Derivalive nstruments. ' 2417 295 by Handetsbanken's Treasury Department. The senvices performed by
Other liabiities : 11,428 9438  Handelsbanken on behalf of Stadshypotek ars regulated in outsourcing
Total | 782,407 705449  agreements between the parties.
' . Mast of the inter-company transactions are thus with the parent company,
Commitments ' 2,253 211 Handelsbanken. The services purchased by Stadshypatek from the parent
Derivatives, nominal amounts 370970 377,001 comparny, which ara included in other administrative expenses, consist
- primarily of sales compensation, IT senvices and the treasury function.
Stadshypatek’s branches outside Sweden make payments to
- Handelsbanken's branches in the respective countries for services renderad by

gg:ﬁd parties — income and expensa 2020 so1a  themonbehalf of Stadshypotek. In addition, inter-company transactions

- g consist of furding from the parent company, dervative transactions and
Interest income 240 253 tending to the parent company.
bieresl expensa’ } ‘2421 1763 Pension premiums paid to Pensionskassan SHE Férsknngsfcening are
Fee and commission income ' 3- 3 reportedin note 6. Note 6 aiso contains information about loans granted to
Fee and commission expensa . -0 B executive officers as well as disclosures relating to the terms and conditions
e oo ) > 7 ofexecutive officers and other remuneration.
Other administrative expenses ! 21,634 1481 Al amounts stated in the tables above refer to transactions with the
Total 3817 2,959

* Intereat exparas from dervative mstruments related o Bladshypciak s funding may have both a

parent comparny,

positive and! a nagalie impact on interest ncoma and intarest expensas.
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NOTES
NOTE 25 segment reporting
Segment reporting should reflect how the company’s management monitors the business operations, which in the case of Stadshypotek camespends to the
geographical organisational structure. )
Comparative figures for 2018 have been restated. The company's accounting policies, basis for calculation and presentation are essentially unchanged
compared with the annual report for 2019, For definitions of key figures, see pages 83 and 84.
Income statement 2020
1o . J e mr mam —— _ -
SEKm : Sweden MNorway Denmark Finland Eliminations  Stadshypotek AB ‘
Nt interast income ' 12,723 o4 517 478 - 14,640,
Nat fee and commission incoma | -38 (4] - 8 - -28,
Net gai on francial ) 52 15 [V 1 - 88
Other income | 1 - - - - 1.
Total income 1 12,740 839 517 485 - 14,681
General administrative sxpenses. ' . -
Staft costs ! 87 - -1 - - 88"
Other administralive expenses i 1,569 -78 -a8 -ar - -1,723,
Depreci ion and impai Kisses of ! L
property, ECURMEnt and intangible assats ! -20 - - - - -20 .
Total axpanses balore cradit lossas ' -1,676 -78 -39 =37 - -1,831
i
Proflt hefare cradit lcases ; 11,084 880 478 s . 12,850 °
Net crediil iosses -7 2 -3 -1 - -9
Operating profit ; 11,087 852 475 447 - 12,841 ¢
|
Profit befors taxes i 11,057 852 475 447 - _ 12841’
Key ligures 2020 ' L
Swadan Norway Danmark Finland Stadshypotek AB ,
Return on total assels, % 0.68 0.68 071 0.65 0.70,
!
Nal interest margin, % ' 1.00 0.85 0.99 0.87 102
€/ ratic befors credi losses, % i 13.2 8.4 75 77 125
G/ ratio atter credit losses, % , 132 82 81 8.0 125
Credtt loss ratio. % . 0.00 0.00 0.00 0.00 7 000
Batance sheet |
31 Dacamber 2020 i '
SEKm | Sweden Norway Denmark Finland Eliminations  Stadshypotek AB |
Loans to the public, Household ! '
Gross lending, Househoid . 874,258 73,108 48,436 19,158 - 1.014,855
Expected crecit losses, Household . -g7 -6 35 -8 - 146,
Total loans to the public, Houaehold ) 874,161 73,087 48,401 19,150 - 1,014,609
Loans to tha public, Corporats , .‘
Grosa lending. Corporate ’ 365,702 24,264 - 34,606 - 424572
Expected cradit loases, Comonale i -44 -2 - -7 - -53
Total loans to the public, Cerporate . 365,858 24,262 - 34,539 . 424,519
Total loans to the public ! 1,235,818 67,350 48,401 53,749 - 1,439,328
Average loans 10 the puokc !
for the period Jan—{ec 2020 | 1,204,762 94,379 49,851 54,773 - 1,403,705
Tola! assets | 1,310,742 103,227 50,742 53,616 -51,024 1,467,603 !
Average tolal assats I !
for the period Jan-Dac 2020 | sermess  seme 52,269 _5480 ~92.700 _hd34427,
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NOTES

NOTE 25 Cont.

Income statement 2019
SEKm Swaden Norway Denmark Findand Eliminations  Stadshypotek AB
Net interest ncome 12,233 801 524 439 - 13,997
Net fea and comemission NCome -39 o - 8 - a1
Nat gans/ on inancial 62 4 0 1 - &7
Other incoma 1 Q - 0 . 1
Total income 12,257 805 524 448 - 14,034 -
e Sta costs -70 - -1 - - i
Other adminisirative expenses -1,399 =75 -33 -7 - -1,548
x iali i andi 't lossas of
property, equipment and intangible assets -9 - - - - -9
Total expenses before credit losses 1,478 <75 -4 a7 - -1,624
Profit before credit losses 10,779 730 480 an - 12,410
Net crecdit losses 14 -4 -2 1 - ]
Operating profit 10,783 726 488 412 - 12,419
Profit before taxes 10783 728 483 412 - 12,419
Kay figuras 2015
Sweden Norway Denmark Finland Stadshypolek AB
Return on totnl assets, % 070 0.61 Q.75 0.63 071
Net interest margn, % 1.00 0.85 1.02 0.83 1.02
G/ ratie befors credit losses, % 121 23 66 2.3 1.8
G ratic after credit losses. % RRE:] 938 70 8.1 ARE-1
Cradht k025 ratio, % 0.00 0.00 0.00 0.00 0.00
Balance sheat
31 Decsmber 2016
SEKm Sweden Norway Dermark Finland Eliminations  Stadshypotek AB
Loans to the public, Housshold
Gross lending, Household 833,189 72,844 49,035 20418 - 875,497
Expacted cradit losses, Housahold -62 8 -3t -1 - ~142
Total loans to the pubiic, Household 833,107 72,838 49,004 20,408 - 975,355
Loans to the public, Corporats
Gross lending, Comorate 341,897 24,368 - 31,560 - 307,625
Expectad credit losses, Corporata =33 -2 - -5 - -40
Total toans 1o the punlic, Corporata 341,664 24,368 - 31,585 - 397,885
Total koans to the public 1,174,711 57,202 49,004 51,063 - 1,372,840
Average loans io the public
for Ihe pariod Jan—Dec 2019 1,142,803 93,189 49,471 52,269 - 1,337,632
Total assets 1,242,818 97,734 52,243 52,267 ~42,200 1,402,862
Average totaf assets
for the period Jan-Dec 2019 1,218,763 94,523 51,483 52,697 -44217 1.373,249
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NOTES

NOTE 26 Assets and liabilities by currency
The campany’s view of foreign exchange risk is shown innote 2.
The total value in Swedish kronor of the company’s assets and kablities broken down by currency is specified in tha following table.
31 Docember 2020 1
SEKm SEK DKK EUR GEP NOK usp Total
Assats .
Loans to credit institutions. 6671 2,332 137 0 5,867 o 15,007 |
Loans o ths public i 1,230,819 48,401 __ 53,748 . B7358 1,439,328 17

Of which corporeta 365,655 - 34,509 - 24,262 - 424,519

of which households 874,161 48,401 18,150 - 73,097 - 1,014,806
Derhvatives ! -53.977 - 53417 7,246 - 269 11,856 |
Other assats . 1,273 9 30 - 1 . 1313}
Total assats ‘ 1,193,788 50,742 112,333 7,248 103,227 269 1,467,603 |
Liabilities ; '
Due ta credit stitutions . 615431 49,705 35,441 - 66,990 - 768,567 1
issued sscurities i 475,201 - 105,316 7,148 24,148 10,271 622,083 !
Derivatves ! 38,252 - 33,934 - 0,387 -10,288 2417,
Other liabiiies ) 12,154 - - - - - 12,154 ¢
Accrued expenses and deferred income A 24 - 2 - 21 - 47
Total liabilities 1,139,062 48,705 107,825 7140 101,544 17 1,405,268 *
Net torsign cumency position 54,724 1,037 4,508 97 1,683 285 62235,

of which retained eamings and intsmational branch !

profits for the year i - a7 1,401 1,361 3,699}
31 December 2019
SEKm SEK DKK EUR GBP NOK usp Total
Assats
Loans to credit instilutions 7.483 3,232 288 4] 531 4] 11,544
Loans to tha public 1,174,771 40,004 51,083 - 07,202 - 1,372,840

of which corporate 341,662 [ 31,556 - 24,367 - 397,885

of which households 833,108 49,004 20,407 - 72,835 - 875,355
Derbvatives -83.817 . 82,486 8,006 - 21.352 18,027
Otter assets 327 7 17 - 1 - 352
Total assets 1,088,774 52,243 134,754 8,006 07.734 21,352 1,402,863
Uabilities
Due to cradit nstiutions 539,352 $118 34,435 - 70813 - 605,716 ]
Issued securities 471,068 - 108,961 7,085 25,474 23,007 634,565 R
Derhatives 13,557 - ~13,283 - - 31 295
Other kablities 10,447 104 [ - 157 - 10,717
Accrued expenses and deferred income 22 - 1 - 23 - 48
Totaj [iabilities 1,034,446 51,220 136,113 7.065 98,467 FIRT 1,341,339
Net foreign curmmency position 54,328 1,023 4,641 41 1,267 224 61,524

of which retained earnings end intemnational branch

profits jor the year - 1,023 1,103 - 1,260 - 3,386
The net foreign currency positions reparted in the table are due te differences in valuation principles between lending and funding at amertisad cost and derivatives
at fair value. Stadshypotek's risk management strategy means that inflows and outfiows in foreign currency are matched.

STADSHYPOTEK | ANNUAL REPORT 2020 59

01.07.2022 kl 20:30 Brgnngysundregistrene

Side 67 av 96



EE- Brgnngysundregistrene Arsregnskap regnskapséret 2020 for 991303995

NOTES

NOTE 27 Classification of financial assets and liabilities

Fair value thmough profit or less

' identifisd Total I
31 Decernber 2020 ) Fair valus as hedging Amortised caying .
SEK m . Mandatory -option instruments. cost amount Fair value |
Aspats ! [ S —
Loarss to cracit & —t e m s T 15007 15,007 15007
Loans 1o the publc 1,430,328 1,430,328 1,447,153
Value chang of Interest-hadged item in porttoio hedge 12 12 2]
Desivative instruments 11,855 11,856 11085}
Other assats ) 4 383 387 g7,
Total il 16 - 11,855 1,454,718 1,466,689 1,474,514 .
Shares and participating interests in Group companies and associated companies . o 0 0|
Non-8nancial assets . 014 014 o4,
Total nsasts ’ 18 - 11,855 1,455,632 1,467,603 1475428
Liapilitles . !
Dua to cradit instilutions , 768,567 768,567 766,253
Isuad sacurites ! 622,083 622,083 631,557
Derivative instniments ' 2417 2417 2,417
Gther fabiities ; 4 11,480 1,483 11,4931
Tatal i - 4 2,417 1,402,139 1,404,562 1411722
Non-financial kabilties \ 708 708 708 |
Total liabilities { - 4 2417 1,402,847 1.405,268 1,412,428
Fair value through profit or loss
Dorivgtives
identified Tetal
31 December 2019 Falrvalue a3 hadging Amortised camying
SEKm Mandatory option instruments cost amaount Falr value
Assets
Loans 10 credit instittions 11,544 11,544 11,544
Loans 1o the public 1,372,840 1272840 1,378,418
Value change of interest-hedged item in partiokio hedga 25 25 25
Derivative instruments 18,027 18,027 18,027
Other assets 5 202 207 207
Total 30 - 18,027 1,304,885 1,402,743 1,408,211
Shares and participating interests in Group ies and i ' 0 [} [
Non-financial assats 120 126 120
Total assets 30 - 8,027 1,384,806 1,402,863 1,408,341
Liabilities
Due to credt ingtitutions 685718 665,718 695,055
issued sacurilies 634,565 634.565 638,118
Derivativa instruments 205 265 205
Other Kanlities 5 9,507 9.512 9,512
Total 5 205 1,339,788 1,340,688 1,342,080
Non-financial labilities 1,251 1,251 1,251
Total tiabilities 5 205 1,341,039 1,341,320 1,344,231

A description of the principles applied for measuremant at fair value is givenin note 1.
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NOTES
NOTE 28 Fair value measurement of financial instruments
Financlal instruments reported at fair valus ¥ .
3t December 2020 b
SEKm | Lovet 1 Level 2 Level 3 Total
Asasts ! '
Vakje change of interest-hedged item i portfolio hedge . 12 12
Dertvative instruments ; 11,955 11,955
Other asssts . 4 4/
Tota! 4 11,855 12 1971
Liabiities ‘ ,
Derhative instruments 2417 2.417
Other Kabilities \ 4 4’
Total X - 2421 - 247,
Financial instruments reportad at fair value
31 Dacember 2015
SEKm Lavel 1 Lavel 2 Level 3 Total
Assats
Vaiue change of interest-hedged item in porticlio hedge 25 25
Derhtiva instriments 18,027 18,027
Cther assets 5 5
Total 5 18,027 25 18,087
Liabllities.
Derivative instromants - 295 . 205
Other liabiities - 5 - 5
Total - 300 . 300
Ghanges in the holdings of financial instruments reported at falr valus in lavel 3 31 Dec a0 June 31 Doz
SEKm 2020 2020 . 2019

n g - -

Valua changs of interest-hedged itam in portfolio badge
Camying amount at beginning of year 5 25 33
Acquisitions 0 0! 1
Matured =13 -4 -7
Unrealisad vatue changa in incoma statament 8] -3 -2
Carrying amount at end of year IL_’ 18 25
Fair vahso of financial i at isod cost .
31 Decembar 2020
SEKm Lavel 1 Lavel 2 Lavel 3 Total |
Assets '
Loans to credi institutions f 15,007 15,007
Loans to the pubic 1,447,153 1,447,153
Other assets 383 383
Tota) \ - 15,007 1,447,536 1,452,543
Liabilities :
Due to credit institutions ' 766,253 766,253,
tssued sacusities . 576,743 54,814 631,857 '
Other iabifties ' 11,491 11,491
Total N 576 ,743 R M_LOQ7 11,491 1 ,409!:}01 ‘
Fair value of financial instruments measursd at amartised cost
31 December 2019
SEKm Lovel 1 Level 2 Lovel 3 Tatal
Assets
Loans to cradit institutions - 11,544 - 11,544
Loans to the public - - 1,378,418 1,378,418
Other assets - 202 202
Total - 11,544 1,378,820 1.390,184
Liabilitios
Cue to credit institutions - 695,055 - 696,055
Issued securitios. 568,132 69,088 - 838,118
Other Rablities . - 8,507 9,507
Total 568,132 765,041 8,507 1342880

STADSHYPOTEK | ANNUAL REPORT 2020 61

01.07.2022 kil 20:30

Brgnngysundregistrene

Side 69 av 96



NOTES

NOTE 28 Cont.

VALUATION PROCESS

Stadshypotek's independent risk control is responsible for tha existence of
appropriate instructions and processes for fair value measurement of financial
instruments. In general, the valuations are based on extemnally generatad data
as far as is possible, considering the circumstances in each case. In the case of
rmodel valuation, valuation models that ara established in the market are always
used. The models and input data which form the basis of the valuations are
regularty validated by the independent risk control function to ensure that they
arg consistent with market practices and established financial theory. New and
revised valuation models are always validated before they come into use.

VALUATION HIERARCHY
In the tables, financial nstrurments at fair value have been categorised in terms
of how the valuations have been cariad out and the extent of market data usad
in the vatuation, The categorisation is shown as levels 1-3 in 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 pace are
categorised as level 1.

Financial instruments which are valued using valuation models essentially
based on market data are categorised as level 2. Level 2 mainly includas
interest-related and cumency-related derivatives. Financial instruments which

Stadshypotek is also subject 10 the Handelsbanken Group's guidehinés and
instructions for valuation of financial instruments. Valuation matters which ara of
principle importance are discussed by the Handelsbanken Group's valuation
committea, which inchudes representatives of both central and local risk control
as well as financial functions. The valuation commitiee ensures that general
instructions for valuation of financial instruments are consistently followed
throughout the Handelsbanken Group and serve as suppart for decision-
making in valuation and accounting matters.

PRINCIPLES FOR FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

Fair value is dafined as the price at which an asset could be sold or a liability
could be transfarred in a normal transaction between independent market
participants. For financial instruments traded on an active market, the fair value
is the same as the quoted market price. An active market is one where quoted
prices are readily and regularty available from a regulated market, execution
venus, reliable news sarvice or equivalent, and where the price information
received can sastly be verified by means of reguiarly occuring transactions.
The cument market price is generally the same as the current bid price for
financial assets or the current asking price tor financial liabilities.

For financial instruments where there is no refiable informaticn about market
prices, fair value is astablished using valuation models. The valuation models
used are based on input data which essentially can be verified using market
observations such as market rates. If necessary, an adjusiment is made for
other variables which a market participant would be expected to take into
consideration when setting a price.

Stadshypotek's dartvative contracts, including interest rate swaps and
various types of linear currency derfvatives, are valued using valuation models
based on listed market rates and other market prices. The valuation of non-
linear dervative cantracts that are not actively traded is also basedon a
reasonable assumption of market-based input data such as volatility.
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hava been valued using valuation models essentially based on input data that
is not possible to verify using external market information are categorised as
level 3. Lavel 3 includes Value changs of interest-hedged item in portfolio hedge.

PRINCIPLES FOR INFORMATION ABOUT THE FAIR VALUES OF
FINANCIAL INSTRUMENTS CARRIED AT COST OR AMORTISED COST
More information about the tair values of financial instruments carried at cost or
amortised cost is given in the table. Thesa instruments essentially comprise
kending and funding.

Lending

Calculating fair value for lending purposes is based on the current market rate
with an adjustment for assumed credit and liquidity risk premiums on market
terms. The premium is assumed o be the sama as the average margin for new
lending at the time of the measurament.

Funding and deposits

lssued securities have been valued at the currant market price where this was
available. Funding where market price information has not been found has
been valued using a valuation model based on market data in tha form of prices.
orinterest rates for similar instrumenis.

QOther interest-bearing financial assets and liabilities
For means of payment and short-term receivablas and liabifities, the carrying
amount is considered to ba an acceptable estimate of the fair value. Short-term
receivables and fiabilities also include those with a maturity date or date for the
next interest rate fixing faling within 30 days. Financial receivables and labilities.
with & life of more than three months are discounted at the time the fair valua is
established.

Note 13 alsa reports the fair value of financial instruments reported at cost or
amartised cost, categorised according to their respective valuation hierarchy.
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NOTE 29 capital adequacy

CAPITAL POLICY

Stadshypotek aims to maintain a satisfactory capital level which reflects the risk
inherent in the company's operations and which exceeds the minimum
statutory requirements. A healthy capital lsvel is needed to manage situations
of financial strain and also for other events such as acquisitions and major
growth in volumes.

NOTES

DESCRIPTION OF THE CAPITAL REQUIREMENT

Crediit risk - Sinca Stadshypotek's lending takes place via Handeisbanken's
branch network, Handelshanken's IRB Approach is also appked for
Stadshypotek’s risk classification and for caleulating the credit risk for
Stadshypotek's credits. The Swedish Financial Supervisory Authority has
approved tha Handelsbanken Group's IRB Approach. There are two different
IRB Approaches: a foundation approach and an advanced approach. in:

STATUTORY CAPITAL REQUIREMENT

According to tha capital adequacy regulations, regulation no. 575/2013 EU
(CRRAY}, which came into forca in the EU on 1 January 2014 and directive
2013/36/EU which was implemented in Sweden on 2 August 2014,
Stadshypotek must have common equity tier 1 capital, tier 1 capital and total
own funds which at least corespond to the individual requirements relative to
the total risk-weighted exposura amount for credit risks, market risks and
operational risks. In addition to maintaining capital accerding to the minimum
requiremnent, Stadshypotek must hold common aquity tier 1 capital to fulfl
the raquirement for a capital consarvation buffer and a countercyclical capital
butter in ine with the levels decided by the Swedish Financial Supenvisory
Authority.

The company must also perform an internal capital adequacy assessment.
Stadshypotek's capital policy - most recently adopted by the Board in 2020 -
states the guidelines for the internal capital adequacy assessment. Since
1 February 2016, the resolution authority, which is the National Debt Office in
Sweden, must also establish a minimum requirement for own funds and eligible
liabilities (MREL) for the Handelsbanken Group and also for Stadshypotek. In
December 2020, the Swedish National Debt Office established a minimum
requirement for Stadshypotak amounting fo 3.43 per cent of total liabilities and
own funds. In 2020, Stadshypotek met all the statutory minimum and buifer
levels. Since 2018, Stadshypotek has been permitted to exclude structural
hedges when calcutating the capital requirement for foreign exchange risk in
accordance with Article 352.2 of the Capital Requiresnants Regutation.

DESCRIPTION OF OWN FUNDS

QOwn funds consist of tier 1 capital and tler 2 capital. Tier 1 capital is dividad into
comman equity tier 1 capital and other tier 1 capftal. Common aquity tier 1
capital mainly comprises equity and has been affscted by the Board's proposal
ior appropriation of profits. Deductions for intangible assets are made from the
conmmon aquity tier 1 capital,

A neutrality adiustmant is made for the effect of cash fiow hadges on equity.
Institutions with permission to use internal ratings-based models {IR8
institutions) must make a deduction for the difference between expected credit
fossas under the IRB mathod and the provisions recognised in the accounts for
probable credit losses where the expected credit losses exceed the provisions
made. The deduction is mada from the common equaty tier 1 capital.

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

the foundation approach, the Bank uses its own method to determine the
probabifity of the customer dafaulting within one yaar (PD), whila the other
parameters are set by the Financial Supervisory Authority. In the advanced
approach, the Bank uses its own methods to calculate the loss given default
(LGD) and the exposure at default (EAD). The advanced IRB Approach has
been applied for retail exposures (households and srmall companies) since
2007. Since 31 December 2010, the advanced RB Approach has been
applied for medium-sized companies, housing co-oparative 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 applies the IRB
Approach without own estimates of LGD and credit conversion factor {COF)
for sovereign exposures.

In 2017, Handelsbanken received approval from the Swedish Financial
Suparvisory Autherity 1o use new models for calculation of the PD values for
companies. These models estimate the long-term PD, including a margin of
conservatism and a business cycle adjustment, at the portfolio level. This
portfolio PD is then allocated among the vanious risk classes. Nommally the
portiolio PD will not vary from year {6 year, though tha risk-class PD will, as the
breakdown of counterparties among the risk classes varies over time. When
the new models wera implemented, the risk welghts for companies increased,
while the future variation of the risk weights ~ and accordingly the capital
requirament — decreased.

The Swedish Financial Supervisory Authority has decided to approve the
Finnish Supervisory Authority's declsion to implement an average compary-
specific risk weight floor of 15 per cent for Finnish mortgage loan exposures.,
The Swedish Financial Supendsary Authority's decision has applied since
1 January 2018. On 31 December 2018, tha Swedish Financial Supervisory
Authanity introduced a risk weight floor of 25 per cant for Swedish mortgage
loan exposures under Pillar 1.

Operational risk - Uike its parent company, Stadshypotek uses the
standardised approach which means that tha capital requirement is calcutated
by multiplying a factor specified in the regulations by the average operating
income during the last three yaars.,

Marke! risk - Stadshypotek has no market risks that are reported according
1o the capital adequacy nukes for market risk. For a description of risk
management, ses note 2, Risks and risk control, on page 27.
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NOTES
NOTE 28 Cont.
Transitional own funds
Presentation in accordance with the requirements of Commission Implementing Regudation (EU) No 1423/2013
The exchsded lines are deemed not to be relevant for Stadshypotek at the time of pubication.
Own funds ] i
. ) Regulation (EL) No 57572013
SEXm 2020 2018 , Articls Referenca
Comman equity tier 1 capital: instruments and reserves )
1 Capital instruments and the relalad share premiuen accounts 4,050 4,050 26.1,27. 28,29,
) ; oo T e
of which shae capital + - - 405040507 EBA 51 253 .
2 Relained samings 33,956 33,408 | 26.1¢
3 Accurmetatad other comprehensive income {and any ather reserves, 10 include unraafised gaing | : |
and loases accortding to the applicabla accounting stanciards) 2,626 2,365 26.1
Sa  Independently reviewsd mterim profits nel of any foresseable charge or dividend i . 1 262,
6  Common equity tier 1 {CETY) capital before regulatory adjustments ' 40,635 39,823 | i
Common equity tler 1 capltal: regulatory adjustments ' ' J
7 Adoitional vale adustments (negative smount) ; 0 34, 108
8 intangible assels (net of related tax iablity) (regative amount) 12! R 36.1b,37
11 Far vakio rserves refated to gains or l0sses on cash flow hedges 2725 2,262 WB1a
12 Negative amounis resulting from the caloutation of expected loss amounts 373’ -393 36.1d, 40, 158
14 Gains or losses on Rabities megsured at fair value resuiling from changes in the instituions |
own credit standing <]
15  Definad bensfit pension fund assats (nagative amaount) ) . » 3618, 41 .
16 Didct and indinect RoKENgs by an instittion of own CET 1 inStruments (negathe amount . B 36.11, 42
16 Diect, indirect and synthetic. holdings by the institution of the CET§ instrumants of financial ;’ ' '
seclor entitias whers the institution has a significant investment in thosa entitias {amount above .
10% thrashold andt net of eligible short positions) (negative amount) ; 36.11,43, 45,47, 48.1 b, 49.1-49.3, 79
208 Exposure amount of the lolowing items which qualty for a risk weight of 1,250%, whera the | , '
institution opts for the daduction altarnatie . 36 ()
20c  of which secuntisstion postions (negative amount) ‘ 36 (1) (4 (3], 243 (1) (), 244 (1) ), 258
23 Dafermd tax assets arising fram tomporary GfErences (amount atxove 10% thisshokd, net of '
related tax fabiity whers the CONCISoNS in Artica 33 () are met) (nagative amount ' 38 (t}(ch 38, 48 {1} (a)
22 Amount exceeding the 15% threshold (pegative amount) . ' FERR
28 ofwhich dkect and indfract holdings by the instition of CET1 bstruments of financial sector
entitles whera the institution has & significant investment in those entitias 36.1i,48.1b
25 of which defemad tax assels arising from temporary differences . , . 36 (1) (c), 38,48 (N (=)
25a Loesas for he current financial year {negative amount} 3B.1a
258 Forsseeabls tax charges relating to CET1 items [negative amount) . 36.11
27 Quaklying AT1 deductions that excesd the AT1 capital of the instiiution (negative amaunt) 36.1]
28 Total y to aquity tier 1 capital {CET1) 3218 -2,774 )
20 Gomimon equity tier 1 capital . : 37416 37,048
Additional tier 1 capital: Instruments s
30 Capital instruments and the related shara premium accounts ' 8,300 5300 51,82
32 of which classifiad as kabdities under appicable accounting stanclards
Amount o qualiying iterms refemadd 1o In Articla 484.4 end the related shar premium sccounts
SUIACT 10 phasa-out from AT 4863
3§  Additional ilar 1 (AT1) capital bafore regulatary adjustmants
A tier 1 capital: regudatory adj
37  Direct and indlirect holdings by an institution of own AT instruments [regativa amount) : 52 (1) {b}, 56 (), 57
40 Direct and indirect holdings of the AT1 ingtruments of financia! sector entilies whete the 1 '
inslitution has & significant investment in thoss entities famount above 10% thveshald end . :
net of efigibla short positions) {(negative amaunt) . 1 568 {d), 56, 79 .
42 Qualiing T2 deductions that exceed ths T2 capital of ths instiiution {negative amount) ¢ 568
43 Toal y adi to additional tier 1 (AT1) capital . ; . !
44 A tier 1 capital i 8,300 5,300
45 Tier 1 capital (tier 1 capital = common aquity tier T capital + additional tiar 1 capital) N 45,716 42,349 '
Prasentation in accordance with the requiements of Cornrission Implamenting Reguiation EU) No 142372013
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NOTES

Own funds

SEXKm

!
'
2020

f
!

Regulation (EU} No 575/2013
Article Reforance

Tier 2 capital: instruments and reserves

46 Capital nstruments and the related share premium accounts.

50  Credi risk acjustments

51" Tier 2(T2) capital Before regulatory adiustmants !

Tler 2 (T2) capital: ragudatory acjustmants

52  Direct and indirec! hoidings by an inst.iution of own T2 instruments and subordinated ioans. '

{negaive amount)

5

Diract and indirect hokdings of the T2 instruments and subordinated keana of financial sector |

entitigs whera tha institution has a signilicant investmaent in those entities (net of aigible short !

13,400

13,400

1

|
i
i
i

2019 |
!
16200

16,400 ‘I

62,63

— _6Pemnddi . jo

B3Dbi, 662,67

positions) (negative amaount)
Total y adj

to tier 2 capital

Tier 2 capltal

Total capital fiotal capital = tier 1 capital + tier 2 capital)

13,400
59,115,

16,400 |
58,749 |

2|8 g|a

Total risk-weighted assets

Capital ratios and buffers
Comenon equity tier 1 capital (as 3
Tiar 1 capital fas a

of tha risk:

of the risk-weigh

2B

o amount) |

Total capital (as a parcentage of the risk-weightad exposurs amount)

EpECHC butfer

weth Article 92 (1)

£ET i n
(a) plus capital consenvation and countercyciical bufier requirements PiUS & SYSIAMIC fisk

bufier, plus a systermically mmporant instiiution butfer expressad as a percentage of the total

risk-wesightad exposurs amount)

288

of which capital consarvation buffar recrirameant
of which countercychcal capital Dutter requirement
of which syslemic risk bufler requirement

672 ofwhich buffer for global
institutions

or other icaly i '

88  Comman equity tier 1 capital available for Lse as a bufler (as a percentage of the risk-weighled

exXPosUre Amount

below the for

fprior 1o the risk weight}

72 Direct and indirect haldings of the capital of financial sector entities where the institution does.
not have a gignificant investinent in those entities (amaunt below 10% threshald and het of

2iigible shor positions)

73  Direct and indirect holdings of tha CET1 insiruments of financial sector enltities where the
Institution has a significant investrnent in those entities (amount below 10% threshold and net

of eligible short positions)

75  Deferred tax assets arising from tamporary difterences (amount below 10% threshold, net of
relzted tax Rsbiity whens the conditions in Article 38 (3) are met}

capa on the ion of

in tier 2 capital H
|
)

76 Cradit risk adjustments inchuded in T2 in respact of exposures subject 1o standandised ap-
proach {pror to the application of the cap)
77 Cap for inclusion of credit sisk adjustments in T2 under standardised approach :
78  Credt rgk adiustments inciuded in T2 in respect of expasures subject to internal rating-based !
2pproach {prior {o the appiication of the cap)
79 Cap for inclusion of credil risk adjustments in T2 under internal ratings-based approach

Capital instruments subject to phase-cut

2013 and 1 January 2022}

FegBE

Prasentation In sccordance with the requirements of Commisslon Implementing Reguiation (EU) No 1423/2013

(onty 1 January

Current cap on CET1 Instruments subject 10 phase-out arangaments

Amount excluded from CET1 due to cap (excess over cap after redemnptions and maturities)
Current cap on AT1 instruments subject to phase-out arangements

Amouni exciuded from AT1 dus 10 ¢ap (ecess over cap after redemptions and matudties)
Current cap on T2 instruments sutject to phass-out arangements !
Amount exchuded from T2 due t £ap {excess ouer Cap after redemplions and maturities) !

'

285452
1

13.1
6.0,
207!

25!
25
00,

B!
1

275,035
1

1
13.4
15.3
21.3

49
2.5
24°

89

92 (2} (a)
9212 (b !
62 (2} {c}

'
3
b
H

Capitat Requirements Dirsctive

128,128, 130, 131,133
.

[

Capital Requirements Directive 131 .

Capita) Requirements Directive 123‘r

36.1h, 48, 45,56 ¢, 59,60, 88 ¢, 68, 70

36 (1), 45, 48 |
!

38 (1){c), 38, 48

EZi
62,

62
a2,

i

484.3, 486.2, 486.5
4843, 486.2, 486.5
484.4, 488.3, 486.5
484.4, 486.3, 485.5 '
4B4.5, 486.4, 486.5 |
4845,480.4, 4655
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NOTE 29 Cont.

Capital instruments main features’ Common equity tier 1 capital Tier 1 capital
Igsuer Stadshypotek AB Stadshypotek AB
Unigue identitier (s.g. CUSIF, ISIN or Bloomberg identifier tor private placement}

Gaoverning law(s] of the instrument Swedish law Swedish law

Regqudatory treaiment
Transitional GRR ruies Common equity tier | capital Additional tier 1 capital
Post-transitional CRR nues Gonnmon equity tier T capital Adcitional Ger 1 capétal
Ehgitla at & Individual and group Individual and group
Instrument type ftypes to be specified by each jrisd s Tier 1 capitab
Amount recoghised in reguiatory capial {curency in mdlon, at Mot recent reporting date) SEX 4,050 milion 8EK 5,300 mibon
Nominal amount of instrument SEX 4,050 milioh SEK 5,300 milion
ssue price SEK 4,050 milion SEK 5,300 mdon
Redemption price N/A N/A
Accounting classification Equity Equity
Original date ol issiranca 2019-12-27
Parpetual or dated Parpanal Perpenual
Origingl maturity date /A NA
Issuer call subject o prior supensory approval N/A
Optionat cal dats, call dates and jion amaount N/A Stadshypotek is entitled Lo
redeam or rapay tha loan
only if the conditions staled
in Article 77 of the CRR
ars mmet, but No sooner than
27 Decernber 2024,
and thereafter only on each
subssquent interest
payment dats.
Subsequent call dates, if applicable N/A N/A
Coupons/aividendis
Fixed or floating dividend/coupaons N/A Foaling
Coupan rats and any related index N/A 3-month STIBOR plus 33%bp
Existance of dividend stopper N/A Yes.
Fully discretionary, partially ciscretionary or mandatory {in terms of timing} N/A Futty cEgcretionary
Fully discretionary, partially discretionasy or mandatory (n terms of amount) N/A Fufly discretionary
Existencs of step-up or other incentiva to redeem No No
Non-cumutalive or curmulative Non-currutative Non—cumuative
Corvertble or non-corvestibls Non-corvertiole Non-convertible
If convertible, Cofversion Inggsris) N/A N/A
It convertible, fuly or partially WA ' N/A
1 corvertible, conversion rate N/A N/A
i convertible, mandatory or optional corversion NA N/A
1 convertible, specity instrumant type cohwertible nto N/A NA
X convertibie, spacify issuer of instrument it converts inte N/A NAA
Impaiment features. No No
it impaiment, impaiment tiggarfs) NIA NA
¥ impairment, full or partial NA N/A
K impalrment, permanent or tempomry N/A N/A
I temporary impairment, description of write-up mechanism NA N/A
Position in subondnation hierarchry in Bquidation {specify i typa i 8enior 1o instrument} Lowest Subordinate to ol senior furnding
Non-complant transitionad features No No

1 yes, epacity non-compliant features

! N/A denotes not 2ppkcable.

Presantation in accordance with the requinements of Commission implemanting Regutation (1 No 1423/2013
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Capital instrimmants main faatunss’ Tier 1 capital Tier 2 capltal
lasver Stadshypotek AB Stadshypotek AB
Uniqua identifier (8.g. CUSIP, ISIN or Bloamberg igentiter {or privale ptacement)
Governing law(s} of the instrument Swedish law Swadish law
Reguiatary treatment
Transitional CAR ndes. Addilional lier 1 capital Tier 2 capital
Post-ransitional GAA niles Agddiional tier 1 capital Tier 2 capital
Elgible at scko/{sub- L & (s lated Individual and group Indivichzal and group
Insiament typa fypes 1o ba speciied by sach 1 Tier 1 capital Subord:natad loan
Amount recognisad in reguiatory cepital {cumency in milion, at maost recent reporting date) SEK 3,000 milion SEK 4,500 miion
Nominal amount of nstrument SEK 3,000 miion SEK 4,800 mifion
Issue price SEK 3,000 miion SEK 4,900 miion
Redemption price SEK 3,000 millarn SEK 4,900 milion
Accounting classification Equity Equity
Original date of issuance 2020-12-27 2011-06-15
Pespetual or datad Perpatual Perpetual
Original maturity date N/A 2026-06-30
Issuer call subject to prior supenisory approval Yes

Stadshypotek is entitied to 30 June 2021

Ontional call date. contingent cal datea and redemtion armount

Subsaquant cal datas, it apolicable

c .
Fixed or floating dividend/coupons

Coupon rate and any related index

Bxistence of diidend stopper

Fully discretionary, partially discretionary or mandalory (in terms of timéng)
Fully discretionary, pastially discretionary or mandatory {in terms of amount)
Evisterca of step-up or other incentive 1o redeem

Non-cumulative or cumuiative

Cenvertible or non-convertiole

1l convertible, conversion triggers)

If convertible, tully or poriially

It convertibla, conversion rata

It convertible, mandatory or optional conversion

It convertible, specity Instrument type convertibls into

I corvertible, specity kssuer of instnument it corverts into

kmpaimment features

M impainent, impaisment triggests)

Htimpaiment, full or partial

H impairment. permanent of temporary

It termparary impaimoent, description of writa-up machanism

redeem or repay the loan
only if tha conditions stated
in Article 77 of the CRR
are met, but no sooner than
27 Decomber 2025,

and thereafter only on sach
subseauent interest
payment date.

N/A

Foating

3-month STIBOR plus. 285bp
Yes

Fully discrationary

Fully discretionary

Position in subordination hierarchy i Bquidation {specify i it type ¥ seniof 1o )

Non-compiiant transitioned features
1f yes, spacify non-complkant leatures

' N/A denotes nol applcabla.

Prasantation in accordance with the requirements of Commission Implemanting Regulation EU) No 1423/2013

Sradsiypotek is entitled to
renegodiate tha terms and conditions.
or, if 5 years have passad since tha
dishursement. redeem tha foan if,
dua to changes 1o the applcable
reguiations at the tima of issus, fully
or partialy, the loan is not aliowed to
be included in regulatory own funds.
Al each future interest dus dats,
this baing the end of each quarter

Floating

3-ronth STIBOR phs 23960
Yes

Fully discretionary

Fully discretionary

Non-cumulative

Subaordinate o af senlor funding
No
N/A
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NOTES
NOTE 29 Cont.
Capital instrumanta main faatures’ Tier 2 capital Tier 2 capital
tssuer Stadshypotsk AR Stadghypotsk AB
Unique icentitier (8.9. CUSIP, ISIN or Bloomberg identifier for private placement)
Gaveming lawds) ot tha nstrument Swedish law Swedksh taw
Raguatory treatment
Transitional CAR rules Tier 2 capital Ter 2 capital
Post-transitional CRR ndes Tier 2 capital Ter 2 capitat
Ehigible at soloAsub- 0 & (subjoor Indhddual and group tndividual and group
I Instaument type fiypes Lo ba specified by each Lrisciciy Siibordinated IGan Subordinated kaan
Amount recognised in reguiatory capital {cumency in milion, SEK 4,500 miflon SEK 4,000 milion
al most racent reporting date)
Nominal amount of instrument SEK 4,500 rriflon SEK 4,000 miion
Issue price SEK 4,500 rrifion SEX 4,000 miion
Redemption price SEK 4,500 milion SEK 4,000 miion
Accounting dassification Equity Eauity
Original data of issuance 2013-12-27 2016-06-29
Perpetual or dated Perpetual Perpetual
Original matueity data 2026013 2028-08-29
Issuer cal subject 1o pror supervisory approval Yes Yes
Optional cal date, caf dates end ion amount 3 March 2024 29 June 2021
Stadshypotek is entitled 10 renegotiate Stadshypotek is emtitied to renegotizte
tha tems and conditions or, if 5 years  tha tesms and conditions or, It 5 years
have passed sinca tha disbursement,  have passed since the disbursement,
fedeem the loan if, due to changes 1o redeern the ioan if, due 1o changes o
tha applicable regriations at tha time  the applicabie reguiations at tha tme
ot issue, fully or pariially, of issue, fuly or partially,
the loan is not allowed to be the loan is not allowed to be
inchuded n reguiatary own funds. includad in reguiatory own funds.
Subsaquent call dates, it applicabla At gach future inlerest cue date, this At each tuturs interest due date,
baing the third of tha month after the 1his being the 20th at the
and of each quarer end of each quarter
Coupons/diidands
Fixed or floating dhidend/coupons Poating Floating
Coupon rata and any refated index 3-month STIBOR plus 200D 3-mexith STIBOR pus 20000
Existence of dividend stopper Yes Yes
Fully discrationary, partisty discretionary or mandatory (in terms of timing) Fully diacrationary Fully discretionary
Fully cscrationary, partialy discretionary or mandatory {in terms of amound) Fully discretionary Fully discretionary
Existence of step-up or other incantive 1o redeam No No
Non-curnuiative or cumulative Nea-curmuiative Non-cumudative
Convertible or non-convertible Non-convertik Non-tonvertibie
If convertible, converslon triggeria) N/A N/A
If convertible, kly or partiaty N/A NiA
If convertible. conversion rate N/A N/A
If corvertible, mandalory or oplional conversion NA NA
I convertible, specily nstrnument type convertibla into N/A N/A
If convertilig, specity issuer of instrument it converts inta N/A NA
impairment feahres No No
It impainment, impairrrent trigger(s) NA NA
I impainnant, il or partial NA N7A
I impaiment, permanent or temporary WA N7A
If tamnporary impaimant, description of writa-up mechanism N/A N/A
Position in subordination hiararchy in liguidation {specity Instrumant type immedately senior to instrument) Subordinats to all sanlor funding Subordinate 10 all senior funding
Non-compliant transitioned leaturas Na No
¥ yes, specily non-compiiant features N/A N/A
' NA denctes not applicable.
Presantation in accordance with the requiremants of Commission Implementing Regutation (EU) No 142372013
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CAPITAL ADEQUACY ANALYSIS

NOTES

Figures reported In this section refer to the minimum capital requirements under Pillar 1, On 1 January 2014, the European Capital Requirements Regulation (CRR)
came info force, and on 2 August 2014, the CRD IV Diractive was implemented in Swedan, Own funds and capital requirement ara calcutated in accordance with
EU reguiations. All references to CRD IV in this report refer to the new regulations in their entiraty regardless of legistative form {regutation, directive, executive

decree or national implementation).

Capital requirsment
31 December
SEKm 2020 2019
Cradit risk according 0 standardissd approach H 104 1
- Credit fsk BCC0NG 15 IRB ARG ' 21017 20378
Operational risk . 1,749 1.687
Total capital requirsment : 22836 22,076
. .
Total own funds 59,118 58,746
Ther ¥ capital 45,716 42,346
+
T
Gapital adequacy analysis
31 December 2020 2019
Common equity tier 1 ratio, CRD IV 131% 13.4%
Tier 1 rato, CRD 16.0% ' 15.3%
Total capital ratio, CRD IV 20.7% 21.3%
Risk exposura amount CRD IV, SEK m! 285,452 275,835
Own funds in retation to cagtal requirement according to Baset ! floor )
Institution-specific bufter requirsmant 2.5% i 4.9%
of which capitat conservation buffer requirameni 2.5% 2.5%
of which capital bufler requ t ) 0.0% ‘ 2.4%
Comenon ecusity tier 1 capital availablo for use as a biffer 9.8_96; 8.8%
* On 31 Decamber 2018, the Swedish Francial Supervisory Authority implemnentad a risk weight floor of 25 per cent for Swedish morigage loan exposures.
Risk-weighted
Credit risks IRE Exposure amount Averagae risk weight, % eXPOSLTa amaunt Capital requiremant
SEKm 2020, 2019 2020 2019 ! 2020 - 2018 2020 2010
- > B - -
Soverelgn, munkcipalities and central ! ) ' | i :
banks 15,900 10,424 73%;: 1% 1,157 1.384 | B3 m
Corporate 441,667 407,848 8.0% 8.9% 35,404 36,487 2832 2518
of which other lenciing, foundiation .
approach 566, 818 17.2% 18.2% 87 12 ' 8 9
of which other lending, acvanced approach ' 441,101 407,230 8.0% | 8.9% 35,307 36,375 2825 i 2910
~ Lange corporates 1233 1,061 41.1% 30.9% 507 328 ) 41 26
~ Medim-siead companies 22,059 17275 17.3% . 228% 3816 3839 305 \ 315
= properly companies 192512 179,068 13.0% 14.4% 24,933 25719 1895 2,058
— housing co-operative associations 225,297 209,826 2.7% 3.0% 6,052 6,388 484’ 511
Household 980,580 943,673 23.1% 22.0% , 226,902 216,848 18,152 17,348
of which risk weight foor for mortgage ' . )
lpars' 837,634 810,675 25.0% 25.0% 208,408 201,324 . 16,753 . 16,106
of which private individuals ! 974,596 837,380 3.2% . 3.3% i 31,361 - 31,143 2509 " 2,491
of which smal companias 5,584 | 6,284 9.6% . 9.6% | 572 605 ! 46 48
Non credi! hgation asset 0, 0 100.0% ! 100.0% o' 0 Q, Q
Total 1438147, 1,370,842 1BA% 18.6% 263,463 254,718 2,077 20,378

"The Swedish Financial Supenvisory Authonty has changed tha methodology for the Swedish risk weight floor of 25 per cent. This was previcusly a requiremont under Piar 2, but as of 31 Decamber 2018, it
constifutas a Pilar 1 requisement pursuant to Article 458 of the CRA.

Capital credit risks i 2020 | 219

Averaga risk . Average risk Capital
SEKm Exposure valus weight, % requirement ; Exposurs value welght, % requirement
ingtitutions 35,600 0.0% - 38,839 00 0
Comporate - 100.0% - [} 1000 [+]
Household : o7 100.0% 7! 101 996 8
Cther items a3 100.086 3, 33 100.0 3
Total 35,820 04% 10, 29,073 0.3 bl

2+ Detzls of caprtal equirernent Ior expodurs classas whers Thans are &xposlnas.

Stadshypotek received permission to calculata its sovereign exposures and exposures 1o municipalities and central banks in accordanca with the IRB Approach.
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NOTES

NOTE29 Cont.

ini capital
EL OV = Cvarview of risk-welghtad axposurs ameimis Risk: i
T T T
1 Credit risk (axciuding CCR) 263,533 254,853 21,087
Articla 438 {c) and {d} 2 of which standardisad approach 130 134 10
Article 438 (c) and (d) 3 of which toundation IRB Approach 1,254 639 100
Article 438 (¢} and {d) 4 of which advanced IRB Approach 262,208 254,080 20977
Articts 438 (d) 5 of which tha capital.related IRB Approach within the frameworik
for the risk-weigh or the 1RE Ap: o a 1]
Articke 107
3 Articia 438 c and d 6 Countarparty cradi risk [+] o] ]
. Articia 438 fe) 2nd () 7 ot which market valustion
Article 438 {c} and (d) 8 of which onginal exposura
: 9 of which standardised aporaach
4 10 of which tha method using internal modais
" Asticle 438 {c) and (d) 1 of which risk exposure amount for contributiens to the detautt
sEk g fund ot a CCP
Article 438 {c) and {d) 12 of which creditworthiness acjustment [ 0 0
Article 438 (e) 13 Sattlerent risk
Article 4480 14 Non-trading bock secuntisation exposures (aftar cap)
15 of which IRB Approach
16 of which the intemal ormuta approach
17 of which IRB Apgroach
18 of which standardised approach
Article 438 (e} 18 Market risk 0 [} [}
20 of which slandardisad approach
2 of which the [RB approach
Article 438 {g] 22 Large expasungs
Article 438 23 Operational risk 21,859 21,082 1,749
2 24 Of which basic indicator approach
2% of which standaramsed approach 21,859 21,082 1,749
26 ©f which intarmal measurernent approach
Article 437.2, Article 48 end Article 60 27 Amounts below the thresholds for deductions (subject 1o risk
i weight of 250 per cent}
: Article 500 28 Adjusiment of the minimum tmit
28 Total 285,452 275,825 22,836
Exposure amount/exposure value by country broken down 2020 : 2018
into volumes to the IRB and
the standandlsed approach .
SEKm IRB ised app . IRB
Sweden 1,240,472 33,051 ° 1,174,637 37,154
Benmark 47,588 B37* 47,784 1.227
Firdand 53392 873, 51,822 173
Norway 95,685 660 86,700 519
Total R . 1438147 35,821 1,370,643 39,073
DETAILS OF MATURITY PER!IODS FOR CAPITAL ADEQUACY
IRB-approved exposures broken down by maturity ing to the Capital i R ian (M}
2020
SEKm ) Exposure amount Within 1 year 1yr-2.5yr3 25yrs 2.5yrs-5yrs =5§yrs,
Comorate exposures 1 441,667 B6.697 38,833 570 40,533 274,834
Total i 1,867 S ET N 579 40,533 2ragas.
(RB-approved exposures broken down by maturity o the Capital Regulation (M)
2019
SEKm Exposure amount Within 1 year 3 yr=2.5 yr» 25yrs 2.5 yo-5i yr3 =5 yra
Corporats exposures 407 846 84,873 27.817 817 29,944 264,595
Total 407,846 84,873 27.817 817 20,844 264,595
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NOTES

EXPOSURES APPROVED FOR THE IRB APPROACH

by sector and y type, broken down into . 2020 2019
oxposura classas ; 1
SEKm . of which SME' of which SME"
Retall exposures . -
Frivate indiidkuals . 574,506 . 637,389
Small companies 5,884 , 6,284

and munci . 15,800 . : 19,424
Cormarats exposires
Honsing co-operative assoclations , 225,311 225,307 209,865 200,862
Propesty management 166,862 139,735 182,395 124,226
Marutacturing . 96 %! 101 101
Ratal . 98 7, 08 7
Hotel and restaurant : 480 420 483 463
Passenger and goods transport by sea 4 a’ Pl 4
Other ransport and communication B 231 231 148 131
Gonstruction 567 563 629 624
Bleciricity, gas and water ' 205 203, 291 21
Agricutiure, hunting and foresiry 13,164 12,865 10,448 10,137
Other senices i 1726 1,464 1425 1,285
mutual funds, etc. ' : 1,186 918 831 §15
Other corporats lending . 1,342 1,288 842 633
Tota! IRB _ . 1438147 3 B 383.576, 1,370,843 348,779

 Srmall and medium-sizad enterprises.
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NOTE 29 Cont.
GEOGRAPHICAL SPREAD

o2,

(RB-2pproved expoaures by country,
broken down intc carporate and ratail expasures Ratall exposures.
2020

Corporats: Sovareign and
SEK m Private individuals  Small central banks Municipalities
Swedon 393661 B36,840 5379 8ar 3,745
Denmark an 46,965 248
Finiand 23,292 18,627 265 . Lo
Narway Y N . 82
Totar 441,667 97&5_!_16 5884 1,837 14,013
E using the by country, ‘
broken dawn by exposune class, details of capital requirsrment
for exposurs classas whare there Are exposures !
2020
SEKm Other items
Sweden 33,822 9% 33
Cenmark 837
Finlang 72 t 0.
Norway 880 ;
Total 35,690 87 n:
IRB-approved sxposures by country,
brokan down Into corporate and retall exposures
2018 Retall exposuras

Gomorate Sovereign and
SEKm Private I Small central banks Municipalities
Sweden 385,300 798,375 5620 S8 5279
Denrmark 388 47,088 310
Finlard 17,852 19.781 202 1,289 12,788
Norway 24503 72,135 62
Total 407846 937,389 6,284 1,347 18,077
E Jculatod using the dardizad by country,
brokan down by exposure class, details of capital requirement
for axposura classes where thers are axposures.
018
SEKm L Cthar itams.
Sweden 37,021 100 8B
Denmark 1,227
Finland 172 1
Nowway 519
Totl 38,839 101 3
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NOTES
LEVERAGE RATIO
The table shows the leverage ratio at year-end 2020 and for the previous vear. The exposures are specified for the categories batance sheet, derivativa, securities
funding and off-batance sheet expasures. Tha leverage ratio is calcutated as tier 1 capital divided by total exposures. The leverage ratio has increased compared
to the previcus year.
LACom: Laveraga ratio - common disclosurs : 2020 2019
Laverage ratio for Leverage ratic for
i exposure - Capital sxposure - Capital
SEKm Ragqui Dinective . i Directive
—_— e On-balance sheet exposures (Excluding dervatives and SFTs) !
1 On-balanca shee! itams {exciuding derivatives, SFTs and fiduciary assets, but including collateral) ' 1,455,648 ¢ 1,384,838
2 {Asset amounts deducted in determining Tier 1 capital i -3,219 -2,774
3 Total on-bal; sheat i &FTs, and {total of lines 1 and 2 ' 1,452,429 1 1382,082
Derivative exposures ‘ .
4 ; cost fated with 2l derivatives traneactions fi.e. et of eigible cash vartation margin) 11,855 18,027
s Aad-on amounts for pelential future exposure with all derh, ions (mark-to-market method) . 6,516 ' 7.1
EU-5a  Expesure determined under Original Exposure Method - -
] Groas-up for derivatives collateral provided whera deducted from the balance shee! assets pursuant to the appéicable
‘accounting framework - -
7 {Daductions of recelvahles assets for cash variation margin provided in derfvatives transactions) ' - -
B {Except for the central part of rade that am cleared with this counterpartyl -
8 Adiusted eflactive notional amount of writlan credit derivatives ' - -
10 {Adusted eflectiva naticnal oftsets andd add-on deductions for written credit derivalives) ! - -
1 Total dervatives axposures (sum of linas & to 10) ! 18,471 25,208
SFT exposures
12 Gross SFT assels fwith no recognition of netting), ater adjusting for sales accounting transactions - .
13 (Netiad amounts of cash payables end cash receivables of gross SFT assets) ' - -
14 Countamparty's crecit risk esposurm lor SFT axposures - -
EU-14a  Derogation for SFTs: Counterparty credit risk exposure in accordanca with Avticles 4260(4) and 222 of R
Regulation (EL) No 575/2013 - -
15 E 1 ! - -
EU-15a (Exempted CCP leg of counterparty-cleared SFT exposures) - -
16 Total i i (sum of lines 12 o 153) B -
Other of-balance shest tems
17 Off-balanca shaet exposures at gross notional amaount B 32
18 (Adiustments for corversion 1o cradit equivalant amounts) -5 -16
19 Othar off-balance shest axpasures {sum of Enas 17 and 18) <} 16
g in with Article 428(7) and 429{14) {on and oft balance sheet) ' ‘
EU-10a (ntragroup exposures {solo basis) exemnptad in accomdanca with Article 429(7) of Regudation (EU) '
No 575/2013 (on and oft balance sheat) 33,576 ° -36,767
Et-190 n with Articla 420(14) of Raguiation (EU) No 575/2013 [on and off batance sheat)) - -
Capltal and total exposure maasures i
20 Tiar 1 capital 45,716 42,349 o
Fil Leverage ratio total expasure measure {sum of linea 3, 11, 16, 19, EU-18a and EU-18b) 1,437,328 1,370,499 -
Leverzgs ratio :
22 Leverage ratio . 3.18% " 3.08%
Cholce on and emount of d lsad fiduciary items .
EU-23  Cheites on transitional arangements for the definition of the capital measure . Transitional Trangitional
EU-24  Amount of derecognised fiduciary itsms in accordance with Article 428(13) of Reguiation (EU} No 5752013 . . o, [*]
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NOTES

NOTE 28 Cont

The table shows accounting assets and leveraga ratio exposures at year-end 2020 and for the previous year.
The total exposura measure for the leverage ratio has increased compared to the previous year.

7 STADSHYPOTEK | ANNUAL REPORT 2020

LRSum: Y iliation of ing assats and Ga ratio exp 1 2020° 2018
SEKm ! Applicable amaount Apphcatla amount
1 Total assats as per pirblished financlal stataments J 1,467,603 1,402,863
2 Adjustment for entities which are for i but are outsida the scope. !
of reguiatory consolidation -
3 (Adjustmant for fiduciary assets recognisad on the batance sheat pursuant 1o the appicable accounting !
framework but excluded trom tha leveraga ratio total expostrs measure in accordance with Artide 426{13) P —_ }
of Regestation Bt No 5752013} i ot .
4 A for ive financial ' 6,516 7181
E Adjustments for SFT exposures ! - -
8 Aditstment for off-batance sheet items .. comverslon o credit equivalent amounts of off-balance shest exposures) | al 16
EU-Ga {Adjustrnent for intragroup exposures excluded from the leverage ratio tolal exposure measure in accordance | ‘
with Article 429(7) of Regulation (EL} No §75/2013) 1 -33.576 " -36,787
EU-8b (Adpsstment for intragroup exposures excluded from the leverage ratio total exposura measure in accordance ' '
with Article 42(14) of Regulation {EL)) No 575/2013) B - -
7 Qthet adisstments a.219; 2,774
] Leverage ratio total axposurs measurs 1145_17_.328 ‘ 1,370,499
LRSp!; Split-up of on-bal heet expesures 5FTs and d expos ) . 2020 2018
' Laverage ratio for Laverage ratic for
, axposure — Capital sxposurs — Capital
SEKm ' q) Directive _ i Directive
(=1 3] Total on-betance-sheet ivatives, SFTs, and exposures), of which; 1,437,325 1,370,480
EU-2 Trading book exposures ! 739 400
Eu-3 Non-trading book exposures, ot which; 1,428,064 1,370,880
EU-4 Coverad bonds - -
EU-5 Exposwes treated as sovereigns 15,900 19,424
Eu-8 Exposures to regional governments, MDB, intemational organisations and PSE not treated as sovereigns ! . -
EU-7 Institutions . -
EU-8 Bscured by mortgages of immovable properties ; 1,417,830 ' 1,346,858
EUs Retad exposures 978 1,655
EU-10 Corporate 2519 2.307
EU-11 Exposwres in default i 703 802
EU-12 Other exposires (a.g. equity, sscuritisations, and other non-credit obigation assets) 34 a3
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NOTES
COUNTERCYCLICAL CAPITAL BUFFER
Amount of i -specifi fcal capital buffer
SEKm 2020, 2019
Totat risk exposure amount 285,452 ’ 275835
Institution-specific countercyciical capital bufler rate . 0.0 2.4
Institution-specific cour capital bufler 8 8,622

! tor the calculation of the countercyclical capital buffer 2020

Geographical breakd of credit

The table shows 2 geographical breakdown of credit exposures refevant for the caleulation'of the countareyciical Gapital Buffer. The capital requirement for the

countercyclical capital buffer has increased compared to the previous year,

b of credit refevant for the i ) |

of the countarcyctical capital buffer 2020
SEX m

Braakgdown by country ¢
Sweden Norway Other countries Total ;

Ganeral credit expesures
Exposur value according Lo the standardised approach (SA}
Exposure value according 10 [RB Approach
Trading boak exposure
Sum of long and shaoit positions In trading book
Value of trading beok exposure for intemal models
Securitisation exposures
Exposure value according 1o the standardised apgmoach (SA)
Exposurs value according Lo {AB Approach
Own funds requirsment

of which ganeral credii exposuras.

of which irading book exposwes

of which securitisation exposures
Total
Owm funds weighting
Gountercyclical capital butfer

1,231,846 87,142 93,150 1,422,247

15,415 618 962 20885

19,415 618 962 20,995
825% 29% 45% 100.0%
7 2 4 84

of credit relevant for the

of the countercyclical capital buffer 2018
SEKm

Breakdown by country
. Sweden Norway Other countries Total

General credit exposures
Exposurs value acconding 1o the standardised approach (SA)
Exposure value according 10 IRB Approach
Trading book exposura
Sum of long and shart positions in trading book
Valua of trading book expaosure for intemal models
Securitisation axposures
Exposurs value according to the standardised approach (SA)
Exposure valua acconding 1o IR Approach
Own funds requirement

Of which paneral Crecht aXpOSUNeS

of which trading book exposuras

of Which SecLNisation exposuras
Tatal
Oum funds weighting
Countercyclical capital buffer

133 a 1 134
1,163,741 9713 90,588 1,351,520

18,723 825 829 20,277

18,723 625 829 20,277
823% 3.1% 46% 100.0%
6,137 205 304 6,848
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NOTES

NOTE 29 Cont.

ENCUMBERED ASSETS
The table shows encumbered and non-encumbered assets, The information is presented as quarterly median vakues for the previous twelve maonths,

Carrying amount of Fair valus of
and barad assats 2020 Carrying amount Fair vaiue of b "
SEK m of assels dassets e
Assats of the reporting institution . 691,849 ——
Equity instruments - -
Interest-bearng securites - . . -
of which coverad bonds I
f which jes backed by other Bsseis (ABS) - ot L T T Ty . _
of which issued by general goverments A )

of which issued by finencial corporations - - - -
ol which issued by non-financial corporations i - - - -

Other assats 8 681,840 51841

Canrying amaunt of Fair value of
E and assats 2018 Carrying amount of Fair value of d
SEK m 2s3et3 d assats assats
Aasnts of tha reporting Institution 875,012 727,851
Equity instruments - -

Intesest-bearing sacurities
of which covered bonds - - - -
of which securties backed by other assats (ABS) - - -
of which ssued by general govemments
of which Issusd by financial corporations - - -
of which issued by non-financial cororations - -

Other assals 675,012 727,851

COLLATERAL RECEIVED
The table shows collateral received. The information is presented as quarterly median valuas for the previous twelve months.
Collateral recalved 2020 Non-encumberad
Fair value of encumbered Fair value of collateral received or
collateral received or own own interest-bearing securities issued
SEK m Interest-beating securities lAsuesd available for ancumbrance

Coltateral received by the reparting institution - .
Approved cradit Imits - .
Equity instruments - -
Iterest-bearing securities R

of which coverad bonds -

of which securities backed by other assets (ABS)

of which issued by genoral govermmeants

of which issued by financial corperations - .

of which issued by non-financial corporations .
Loans and atdvances olhes than loans on demand -
Other colateral received

Own debt securities issued other than own covered bonds or securities backed
by other assats.

Own covered bonds and assel-backed seclrities issued but nct yet pledged -

Total assats, collateral racaived and own interast-baaring sacurltles issusd 651,840

SOURCES OF ENCUMBRANCE

The table shows the sources of encumbrance. The information is presented as quarterty median values for the previous twelve months.

Sources of encumbranca 2020 Assats, collateral received and own
Matchin i i bearing lssued other
contingent liablitlas than caverad bonds and encumbared

SEKm or securities lant securitiea backed by other assets

Canrying amount of selectad financial labilities. 631,106 691,849

Stadshypotek is part of the banking group led by Handalsbanken and the requirement for information according to Pillar 3 in CRR/CRD Vs fulfilled by
Handelsbanken's information according to Pillar 3, which is available at handetsbanken.com.
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NOTES
NOTE 30 Material events after balance sheet date
No material events have occurred afier the balance sheet date.
NOTE 31 Recommended appropriation of profits
The Board proposes that the profits be carried forward to the next year. The Board's recommended appropriation of
profits is shown on page 14. |
Information items not disclosed under EBA/GL/2014/14
o which replac.

Description Raasons tor non-disclosure' information
The approved levels for risk 10 which the institution i3 exposed. Limit levels regarding the Bark's risk tolaranca are stictly Key figures and risk measures on which the Emit levels are

confidential. The information refates to competitivaly significant  based are statad in the report.

business circumstancas.
' Non-disclosad infomation is avalable to the supervisory authority.
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SIGNATURES OF THE BOARD AND THE CHIEF EXECUTIVE

Signatures of the Board and
the Chief Executive

Wa hereby declara that the Annual Report was prepared in accordance with generally accepted
accounting practices for credit market companies in Swedan, that these accounts give a fair presentation
of the company's financial position and performanca, and that the statutory administration report provides

a fair view of the company's operations, financial position and performance and describes material risks
and uncertainties to which the company is axposed.

Stockholm, 2 February 2021

Louise Sander
Chair
Michael Bertorp Mikael HaltAker Jérgen Nilsson
Board member Board member Board member
Jérgen Clander Goran Stille Helena Hakansson
Board member Board member Employes representative,
Board member
David Hagvinsson
Chief Executive
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Auditor’s report

AUDITOR'S REPORT

To the general meeting of the shareholders of Stadshypotek AB (publ}, corporate identity number 556458-6715

REPORT ON THE ANNUAL ACCOUNTS
Cpinions

We have audited the annual accounts of
Stadshypotek AB (publ) for tha year 2020. The
annual accounts of the company are included
on pages 478 in this document.

In our opinion, the annual accounts have
been prepared in accordance with the Annual
Accounts Act tor Credit institutions and
Securities Companies and present fairly, in all
material respects, the financial position of the
parent company as of December 31, 2020 and
its financial performance and cash flow for the
year then ended in accordance with the Annual
Accounts Act for Gredit Institutions and
Securities Companies.

A corporate governance staternent has been
prepared. The statutory administration report

KEY AUDIT MATTERS

and the corporate governance statement are
consistent with the other parts of the annual
accounts, and the corporate governance
statement is in accordance with the Annual
Accounts Act for Credit Institutions ang
Securities Companies. :

We theretore recommend that the general
mesting of shareholders adopts the income
statement and balance sheet for the company.

QOur opinions in this report on the annual
accounts are consistent with the content of the
additional report that has been submitted to the
company’s audit committee in accordance with
the Audit Regulation {537/2014) Article 11,

Basis for opinions
Woe conducted our audit in accordance with
International Standards on Auditing (1SA) and

generally accepted auditing standards in
Sweden. Our responsibilities under those
standards are further described in the Auditor’s
Responsibilities section. We are independent of
the company in accordance with professional
ethics for accountants in Sweden and have
atherwise fulfiled our ethical responsibilities in
accordance with thase requirements. This
includes that, based on the best of our
knowledge and belief, no prohibited services
referred 1o in the Audit Regulation (537/2014)
Article 5.1 have been provided to the audited
company or, where applicable, its parent
company,

We believe that the audit evidence we have
obtained is sufficient and appropriate to provide
a basis 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 of the
current period. These matters were addressed in the context of our audit of, and in forming our opinion thereon, the annual agcounts as a whole, but we
do not provide a separate opinion on these matters. For each matier below, our description of how our audit addressed the rmatter is provided in that

context.

Wae have fuifilled the responsibilities described in the Audiitor s responsibifities for the audit of the financiat statements section of our report, including in
retation 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 tha accompanying financial statements.

Provision for expected credit losses

Detailed information and description of the area is presented in tha annual accounts. Credit risk exposure and how it is handled is described innote 2 on
page 27. The Company’s reported expected credit losses are specified in nota 8. Regarding the area relevant accounting policies, these can ba found in

nate 1, section 10 on page 22.

Description of audit matter

As of 31 December 2020, lending to the public
amounts {o 1 439 328 MSEK which amounts to
98 % of {otal assets. The total credit risk
exposure, including off-balance cormmitments,
amounts {o 1 454 540 MSEK.

Pravision for expected credit losses on
lending to the public amounts to 188 MSEK for
which 109 MSEK is based on model-based
calculations (Stages 1 and 2) and 80 MSEK is
based on manual calculations {(Stage 3). The
Company performs adjustments on the model-
based calculations in Stages 1 and 2 totake
into consideration factors which is not
accounted for in the model.

Expected credit losses shall be measuredina
way that reflacts an unbiased and probably
weighted amount that is determined by
evaluating a range of passible outcomes and is
basad on past events, current conditions and
forecasts of economic conditions. To make the
provision the Company is required to make
estimates and assumptions regarding for

example criteria to identify a significant increase
in credit risk and methods to calculate expected
credit lossas. Due to the complexity of the
calculation and that it requires the Company to
make estimates and assumptions provisioning
for expected credit losses is considered a key
audlt matter.

How this matter has been considered

in the audit

We have assessed whether the Company's
assessment of prabability of default, loss given
detault, exposure at defautt and expected credit
loss as well as significant increase in credit risk
is in accordance with IFRS 8,

We have tested the dasign and efficiency of
key controls in both the credit process and
credit decisions, credit review, rating
classification as well as identifying and
determining credits to be in default. We have
also tested controls refating to input to model
data and the general IT-controis including the
handling of authorization regarding these

systems. Our assessmenti is that we can rely on
controls when performing in our audit.

Furthermore, we have on a sample basis
challenged the Company’s initial and current
credit rating. We have tested that data used
frorm supporting systems used in the model is
complete and accurate. We have reviewed and
assessed the mode! including the assumptions
and parameters as wel as assessed the outcome
of the model validations which has been
performed and reviewed the reasonableness
of the macroeconomic data used. We have
raviewed the reasonableness in the manual
adjustments pertormed by the Company,
including the adjustment made by the company
in refation to Covid-19. In our audit we have
used our internal model specialists to support
us when performing the audit procedures.,

We have also assessed the disclosures in the
financial statements regarding credit risk are
appropriate.
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AUDITOR'S REPORT

Other informaticn than annual accounts
This document also contains ather information
than the annual accounts and is found cn pages
1-3 and 82-86. The Board of Directors and the
Managing Director are responsible for this other
information,

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

Responsiblilities of the Board of Directors
and the Managing Director

The Board of Directors and the Managing
Director are responsible for the preparation of
the annual accounts and that they give a fair
presentation in accordanca with the Annual
Accounts Act for Credit Institutions and
Securitiss Gompanies. The Board of Directors
and the Managing Director are also responsibla
for such internal control as they determine is
necessary to enable the preparation of annual
accounts that are free from material
misstatement, whether due to fraud or mistake.

In preparing the annual accounts, The Board
of Directors and the Managing Director are
responsible for the assessment of the
company's ability to continue as a going
concern. They disclose, as applicable, matters
related o going concern and using the gaing
concern basis of accounting. The going
concern basis of accounting is however not
applied if the Board of Directors and the
Managing Director intends to liquidate the
company, to ceasa operations, or has no
realistic alternative 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
assurance about whether the annual accounts
as awhole are free from material misstatement,
whether due to fraud or mistake, and toissue
an auditor's report that includes our opinions.
Reasonable assuranca is a high level of
assurance, but is not a guarantee that an audit
gonducted in aocordance with ISAs and generally
accepled auditing standards in Sweden wil
always detect a material misstaternent when it
exists. Misstatements can arise from fraud or
mistake and are considered material if,
individually or in the aggregate, they could

T Texpress any IO of 2ssUrance concision

regarding this other information.

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

reasonably be expected to influence the
economic decisions of users taken on the
basis of these annual accounts.

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

& Identify and assess tha risks of materiat
misstatement of the annua! accounts,
whether due to fraud or error, design and
periorm audit procedures responsive to
thosae risks, and obtain audit evidence that is
sufficient and appropriate to provide a basls
for our opinions. The risk of not detecting a
material misstatemnent resulting from fraud is
higher than for one resulting from error, as
fraud may invoive colluslon, forgery,
intentional omissions, misrepresentations, or
the override of internal controf.

Obtain an understanding ¢f the company’s
internal controf relevant 1o our audit in order
to design audit procedures that are
appropriate in the circumstances, but not for
the purposs of expressing an opinion on the
effectivenass of the company’s intenal
control,

Evaluate the appropriateness of accounting
policies used and the reasonableness of
accounting estimates and related disclosures
rmade by the Board of Directors and the
Managing Director.

Conclude on the appropriateness of the
Board of Directors’ and the Managing
Director's uss 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 evenis
or conditions that may cast significant doubt
on the company’s ability to continue as a
going concem. If we conclude that a matenial
uncertainty exists, we ara required to draw
attention in our auditor's report to the related
disclosures in the annual accounts or, if such
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knowledga otherwise obtained in the audit
and assess whather the informaticn otherwise
appears o ba materially misstated.

If we, based on the work performed
concerning this information, concluds that
there is a material misstatement of this other
information, we are required to report that fact.
We have nothing to report in this regard.

disclosures are inadequate, to modify our
opinion about the annual accounts. Our
conclusions 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 gaing concermn.

Evaluate the overall presentation, structure
and content of the annual accounts, including
the disclosures, and whether the annual
accounts represent the underlying
transactions and events in a manner that
achioves 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
significant audit findings during our audit,
including any significant deficiencies ininternal
control that we identified.

We must also provide the Board of Directors
with a statement that we hava complied with
relevant ethical requirements regarding
independence, and ta cormmunicate with them
all relationships and other matters that may
reasonably be thought to bear on our
independence, and where applicable, related
saleguards.

From the matters communicated with the
Board of Directors, we determine thoss 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 mattars in the auditor's report unless law
or regulation preciudes disclosure about the
matter or when, in extremely rare circumstances,
we determine that a matter shouid not be
communicated in the auditor's report because
the adverse consequences of doing so would
reasonably be expected to outweigh the public
interest banefits of such communication.
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AUDITOR'S REPORT

REPORT ON'OTHER LEGAL AND
REGULATORY REQUIREMENTS

Opinions

In addition to our audit of the annual accounts,
wa have also audited the administration of the
Board of Directors and the Managing Director of
Stadshypotek AB (publ) for the year 2020 and
the proposed appropriations of the company’s
profit or loss.

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

Basis for oplnions
We conducted the audit in accordance with
generally accepted auditing standards in
Sweden. Our responsibilities under those
standards are further described in the Audifor’s
Responsibilities section, We are independent of
the company in accordance with professional
ethics for accountants in Sweden and have
otherwise fulfilled 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 Managing Director

The Board of Directors is responsible for the
proposal for appropriations of the company's
profit or lass. At the propasal of a dividend, this
includes an assessmant of whether the dividend

- isjustifiable considering the requirements which

the campany's type of operations, size and
risks place on the size of the company’s equity,
consolidation requirements, liquidity and
position in general,

The Board of Directors ks responsibla for the
compary’s organization and the administration

of the company’s affairs. This includss 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
controlled in a reassuring manner. The
Managing Director shall manage the ongoing
administration according to the Board of
DireGtors’ guidelines and instructions and
among other matters take maasures that are
necessary to fulfill the company’s accounting in
accordance with law and handle the
management of assets in a reassuring manner.

Audltor's responsibility

Qur objective conceming the audit of the
administration, and thereby our opinion about
discharge from liability, is to obtain audit
avidence 10 assess with a reasonable degree of
assurance whather 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

in any other way has acted in contravention
of tha Companies Act, the Banking and
Financing Business Act, the Annual Accounts
Act for Credit Institutions and Securities
Companies or the Articles of Association,

Qur ohjective concerning the audit of the
proposed appropriations of the company's
profit or loss, and thereby our opinion about
this, is to assess with reasonable degres of
assurance whether the propesal is In
accordance with the Companies Act.
Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit
conducted in accordance with generally
accepted auditing standards in Sweden will
always detect actions or omissions that can
give rise to liability to the company, or that the

proposed appropriations of the company's
profit or koss are not in accordance with the
Companies Act.

As part of an audit in accordance with
generally 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 performed are based on our
professional judgment with starting point in risk
and materiality. This means that we focus the
examination cn such actions, areas and
retationships that are material tor the operations
and where deviations and viclations would have
particutar importance for the company's
situation, We examine and test decisions
undertaken, support for decisions, actions
taken and cther circumstances that are relevant
to our opinion concerning discharge from
liability. As a basis for our opinion on the Board
of Directors’ propased appropriations of the
company's profit or loss we examined the Board
of Directors' reasoned statement and a
selection of supporting evidence in order to be
abla o assess whather the propaosal is in
accordance with the Companies Act.

Ernst & Young AB, Jakobsbergsgatan 24,
111 44 Stockholm, was appointed auditor of
Stadshypaotek AB by the general mesting of the
shareholdars on the March 27, 2020 and has
been the company’s auditor March 28, 2017.

Stockholm February 17, 2021
Ernst & Young AB

Jesper Nilsson
Authorized public accountant
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STADSHYPOTEK'S BONDS

Stadshypotek's bonds

Nominal

Covered bonds, SEX Intarast Maturity amount,
Loan ho. Interest rate, % Loan cate due dates date SEX ‘000
1584 1.50 2016-01-28 a3-17 2021-03-17 31,139,000
1585 1.50 2016-10-12 12-15 2021-12-15 55,054,000
1586 450 2010-04-28 0321 2022-03-21 67,211,000
1587 1.50 2017-10-09 06-01 2023-06-01 62,400,000
1588 1.80 20180017 03-01 2024-03-01 58,000,000
1588 1.50 2018-068-10 1203 2024-12-03 58,380,000
1590 1.00 2020-01-28 08-0C 2025-09-03 62,110,000
1591 0.50 2020-10-16 08-01 20268-08-01 13,350,000
1594 2.00 2018-06-28 09-04 2028-09-01 24,736,000
2006 1.4 2014-11-18 11-25 2025-11-25 400,000
2016 3M STIBOR 201890313 02-03, 0500, 08-03, 1163 2021-05-03 5.000.000
2017 aM STIBOR 2018-11-23 0203, 03-03, 08-03, 1103 2022-02-03 5,300,000
2018 3M STIBOR 2018-04-02 02-03, 05-03, 08-03, 1103 2022-05-03 5,250,000
2019 3M STIBOR 2019-04-23 02-03, 05-03, 08-03, 11-03 2022-08-03 5,300,000
2020 aM STIBOR 2020-03-23 02-03, 65-00, 08-03, 11-03 2023-08-03 1,850,000
EMTNCE 3.25 2011-1101 103 2026-11-03 2,000,000
Total 457,480,000
MNomina

Covernd bonds, toreign currency Interssl Maturity amount,
Currancy Amount Intarest rats, % Loan date duse dates date SEK "'000
EUR 1,250,000 0.3750 15117 02-24 2021-02-24 12,551,750
EUR 1,250,000 06250 2014-11-03 11-10 2021-11-10 12,551,750
BR 1,000,000 0.0500 2016-08-13 06-20 2022-06-20 10,041,400
ER 1,250,000 03750 2016-02-15 02-22 2023-02-22 12,551,750
EUR 500,000 03750 2017-02-14 Q2-21 2024.02-21 5,020,700
EUR 750,000 03750 207-11-28 1208 20241206 7,531,050
Bur 1,000,000 0.5000 2018-07-04 a7-11 202507-11 10.041,400
EUR 1,250,000 0.3750 2018-00-06 03-13 2026-03-13 12,551,750
EUR 500,000 01250 2018-08-27 10-05 2026-10-05 5,020,700
EUR 500,000 0.7500 2017-10-24 11-01 2027-11-01 5,020,700
EUR 1,000,000 00100 2020-11-17 1-24 2028-11-24 10,041,400
EUR 100,000 +.4440 2018-04-16 04-19 2038-04-19 1,004,140
EUR 100,000 1.5445 2018-05-15 05-24 2038-05-24 1,004,140
GBP 650,000 3 LIBOR 2018-01-04  01-41,04-11,07-11, 10-11 2023-01-11 7,223,157
NOK 4,500.000 3M NIBOR 20168-01-08 01-15, 04-15, 07-15, 10-15 2021-01-15 4,293,450
NOK 5,000,000 aM NIBOR 2016-04-05 01-08, 04-08, 07-08, 10-08 2022-04-08 4,770,500
NOK 5,000.000 3M NIBOR 2018-03-22 03-21,06-21, 08-21, 12-21 2023-06-21 4,770,500
NOK 5,000,000 3M NIBOR 2018-03-13 03-18, 06-18, 08-18, 12-18 2024-03-18 4,770,500
NOK 8,000,000 3M NIBOR 2020-08-16  03-24, 06-24, 08-24, 12-24 2025-06-24 5,724,600
usb 1,250,000 2.5000 2017-03-29 04-05, 1005 2022-04-05 10,219.625
Total 146,704,082
Outstanding

Total bonds, SEK 000 Change In 2020 amount
Cavered bonds, SEK 7,666,000 457,480,000
Covered bonds, foreign cumency -16.929,296 148,704,862
Total -9,283,268 604,184,962
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CALCULATION OF KEY FIGURES

Calculation of key figures

For definitions, see page 84.

Raturn on eguity !

SEKm . 2020 ¢ 2019 2018 2017 2016
Equity 62,335 61,524 57,870 54,068 a3,ms
Adjustment hedga reserve [ -2,728 i -2.264 -809 -741 -2,607
Return of Group contribution, net ! 8,960 7,388 5772 8,034 7878
Total adjusted squity B 68,569 66,648 62,043 61,351 38,289
Adjusted equity, averags' ! 66,798 64,252 60,810 42,263 36,368
Proft for the yesr ' 10,080 8,771 9,672 8,543 8,857
Retum on equity, % ) 151 15.2 159 225 244

! Avarage clesing balance tor the past fve quarters.
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DEFINITIONS

Definitions

ALTERNATIVE PERFORMANCE MEASURES

Alternative performanca measures (APMs) are financtal measures of
histarical and future performance, financial position or cash flow that are
neither defined in IFRS nor in the Capital Requirements Regulation.

Stadshypotek uses APMs to describe the performance of the cperatiens
and to increase comparability between periods. These need not be
comparable with similar key figures {performance measures) presented by
other companies.

Benchmark programme

Covered bonds are issued in the company's own name as part of a joint
funding programmea. The bonds have a fixed coupon vield or a floating
rate.

CAlratio

Total expenses in relation to total income, The CA ratio is calculated before
and after credit lossas, including any change in the value of repossassed
property.

Credit loss ratio expressed as a percentage of loans to the public
Credit losses on loans to the public in relation to loans to the public at the
beginning of the period.

Earnings per share

Profit for the year attributable 10 holders of ordinary shares divided by the
average number of outstanding shares. Where applicable, the dilution
effect is taken into account.

Mortgage loans
Lending in a mortgage institution.
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Net interest margin
Net interest income in relation to average total assets.

Proportion of loans in Stage 3
Net loans to the public Stage 3 in relation to gross loans to the public.

Reserve ratio Stage 1 loans to the public
Provisions Stage 1 loans to the public in relation 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.

Reserve ratio Stage 3 loans to the public
Pravisions Stage 3 loans to the public in refation to gross loans to the
public Stage 3.

Retumn on equity
Profit for the year in relation to average squity adjusted for rights issues,
dividends and changes in the value of derivatives in cash flow hedges.

Return on tota! assets
Profit for the year in relation to average total assets,

Total reserva ratio, loans to the public
Total provision loans to the public in relation to gross loans to the public.

01.07.2022 kil 20:30

Brgnngysundregistrene

Side 92 av 96



Brgnngysundregistrene Arsregnskap regnskapséaret 2020 for 991303995

DEFINITIONS

REGUILATION

Additional tier 1 capital

Additional tier 1 capital comprises perpetual subordinated loans which
mest the requiraments stated in Regulation (EU) No 575/2013 and can
therefare be included in the tier 1 capital.

Capital requirement

The statutory capitat requirement means that an institution which is
subject 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 ratio of at least 8
per cent, This means that own funds for the respective ratio must be at
least the stated percentage of the risk exposure amount. For definitions of
the respective own funds amaounts, sae Common equity tier 1 ¢capital, Tier
1 capital and Total capital. In addition to the general requirements, the
supenvisory authority may add institution-specific requiremnents in
accordance with the secand pillar of the regulations.

Common equity tier 1 capitaf

Common equity tier 1 capital is one of the components of own funds and
mainly comprises equity. Deductions are made for dividends generated,

goodwill, and other intangible assets and also the diterenca betwesn an
expected loss and provisions made for probable credit losses.

Common equity tier 1 capital available for use as a buffer
The commaon equity tier 1 ratio after a deduction for the part of common
equity tier 1 capital required to comply with all formal requirements.

Commaon equlty tier 1 ratio
Common equity tier 1 capital in retation to risk-weighted exposure
amount.

Credit conversion facter (CCF)

The factor that is used when calculating the exposure amount for
unutifised overdrafi facilities, committed loan offers, guarantees and other
off-balance-sheet commitments.

Exposure amount

Exposure amount {exposure at default) is the amount which is subject to
capital adequacy requirements. Tha amount is calcutated taking into
account interest rates and fees. Armounts relating to off-balance sheet
itemns are racalculated using a credit conversion factor (CF). For
derivatives, the exposure amount is calcutated as positive MTM {mark-to-
market) plus value change risk, i.e. the nominal amount multipied by the
upward adjustment factor.

Exposura value
Exposure value is the same as expoesure amount. The concept of
exposure value is used in the standardised approach for credit risk.

Leveraga ratio

Tier 1 capital in relation to total assets, including certain cif-balance
sheet items recalculated with credit conversion factors defined in the
standardised approach and regulatory adjustments from own funds.

Own funds/Total capital
Own funds are the sumn of tier 1 and tier 2 capital.

Risk exposure amount

The capital requirement in accordance with CRR, muitiplied by 12.5.
The risk exposure amount is used in conjunction with market risk and
aperational risk.

Risk waight
A measure to describe the level of risk an exposure is expected 1o have
according to the capital adequacy regulations.

Risk-welghted assets
Total risk exposure amounts. The statutory capital requirement is based
on this.

Risk-weighted exposure amount

Exposure arnount multipliad by risk weight. Risk-weighted exposure
amounts are used in connection with credit risks, including countemarty
risks.

Tier 1 capital
Common equity tier 1 capital including additional tier 1 capital.

Tier 1 ratio
Tier 1 capital in refation to risk-weighted exposure amount.

Tier 2 capital

Tier 2 capital is a sub-component of own funds and comprises, ameng
other things, subordinated loans and puttabie financial instruments
classified as equity which meet the requirements stated in Regulation (EU)
No 575/2013 and can therafore be included in tier 2 capital,

Total capital ratio
Total own funds for capital adequacy purposes in relation to risk-weighted
assets.

Total risk-weighted exposure amount

Total risk exposurs 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

Registered name: Stadshypotek AB fpubl) -
Corporate identity no: 556459-6715
Date of registration: 23 December 1982

Registered office: Stockholm

Share capital: SEK 4,050,000,000, registered on 22 December 1997. 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 quoctient value of SEK 25,000 per share.
Number of votes per share: Each share caries 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 1o new shares.

Ownership: A subsidiary of Svenska Handelsbanken AB {publ), corporate identity
number 502007-7862. The Bank publishes consolidated annual accounts in which
Stadshypotek ABis included.

ADDRESSES

Stadshypotek AB

Office address: Torsgatan 12

Postal address: SE-103 70 Stockholm, Sweden
Telephone: +46 {0)8 701 54 00. Fax: +46 (0)8 701 55 40
Webslte: stadshypoiek.se

Handelsbanken Kredit

Office address: Hawneholmen 28

Postal address: DK-1561 Copenhagen V, Denmark
Telephone: +45 (0}46 79 1200

Stadshypotek AB (publ), branch operations in Finland
Office address: Ostersjdgatan 11-13

Postal address: FI-00180 Helsinki, Finland

Telephone: +358 (0)10 444 11

Handelsbanken Eiendomskreditt
Office address: Tjuvholmen Allé 11
Postal address: Postboks 1342 Vika
NO-0113 Oslo, Norway

Telephone: +47 {022 39 7000

MIX

Paper from
responalble sources

E.ig FSC* C104421
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