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QOur business areas

Retail

More details on page 20

Swedenis Swedbank’s largest market,
with over 4 million private customers as
well as small and medium-sized corporate
customers. Together with the savings
banks, Swedbank offers banking services
through 571 branches as well as mobile,
telephone and Internet banks.

Share of Group’s are of profit
total income fore impairments

55%

Baltic Banking

More details on page 26

Baltic Banking comprises Swedbank’s

banking operations in Estonia, Latvia
and Lithuania. Through 206 branches as
well as mobile and Internet banks, a
wide range of services are offered to
nearly 6 million private and corporate
customers.

Estonia Latvia Lithuania

7% 5% 5%

/2 )

Russia & Ukraine

More details on page 30

The banking operations in Russia support
corporate customers from Swedbank’s
home markets. The strategy for the
Ukrainian operationsis to focus exclu-
sively on corporate customers within a
two-year period.

Large Corporates &
Institutions

More details on page 24

Large Corporates & Institutions has
Swedbank’s comprehensive Nordic

and Baltic offering for large companies,
financial institutions, organisations
and banks. The business area offers
corporate and capital market products.

Share of Group’s
totalincome

Asset Management

More details on page 28

Asset Management (Swedbank Robur)

isrepresentedin Swedbank’s home
markets and offers 130 funds,
discretionary asset management
and pension management.

Share of Group’s Share of profit Share of Group’s Share of profit
totalinco before impairments totalinc fore impairments

Estonia Latvia Lithuania

10% 6% 6%

5% 5%
' '

Ektornet

More details on page 31

Ektornet manages and develops the

Group's repossessed assets, mainly
properties. Its mission is to recover as
much value as possible and thereby
minimise the bank’s credit impairments.

Share of Group’s are of profit Share of Group’s Share of profit
total income fore impairments total income fore impairments

-
| |



Vision Purpose

We make it possible for people, We encourage a sound and sustainable

businesses and society to grow. financial situation for the many hous-
Swedbank - Beyond financial growth. eholds and businesses.

Values

The purpose of the bank’s values is to maintain the commitment, focus and motivation

of Swedbank’s employees and build on a code of conduct and a customer promise that
emphasise simplicity, openness and caring.

Strategy

« Swedbank s a bank for the many

* We will be close to our customers...

* ..which s facilitated by a uniform framework and local decision-making authority
* Swedbank will maintain a low risk level...

 ..with good control and focus on costs

For more information on our strategy, see page 9.

Financial targets

e Thereturnon equity willamount to 15 per cent
* Thedividend will correspaond to 50 per cent of profit for the year

For more information on our financial targets, see page 7.

Our priorities in 2012 -

We strive to:

* Improve customer satisfaction by continuing to adapt our offering to various
customer groups

¢ Clarify and continue to implement the Group’s common framework and increase
local business acumen

* Gainalarger share of our existing customers’ banking business

* Reduce our costs and improve quality and efficiency by standardising and
coordinating processes

* Reduce our relative costs for capital market funding

For more information on our priorities, see page 10.

Sustainable banking



SWEDBANK IN BRIEF 1

A bank for the many

Swedbank is a modern bank firmly rooted in Swedish savings bank history. We are an inclusive
bank with 9.6 million private customers and more than 530 000 corporate and organisational
customers.

This makes us Sweden’s largest bank in terms of number of customers and gives us a leading
position in our other home markets of Estonia, Latvia and Lithuania. As a major bank, we are a
significant part of the financial system and play an important role in the local communities we serve.
We are dedicated to helping our customers, our shareholders and society as a whole stay financially
sound and sustainable.

We work hard to develop Close, long-term relationships with our customers. Swedbank
therefore has an extensive retail network and well-developed telephone, internet and mobile services.

Our customers should always feel secure that the advice we give is in their best interests, and
is not based solely on our products. When we develop products and services, the goal is to create
something that will benefit customersin the |0Ng run - and us as well,

Swedbank employees uphold the bank’s values of being simple, open and caring. On a daily
basis this means, among other things, that our services and advice must be understandable to
everyone and that we keep our promises.

Swedbank shall have a robust balance sheet that can withstand economic fluctuations.
Evaluating and managing risks is part of what we do every day. We achieve a solid risk spread
by having a broad customer base of private individuals and companies in many different
industries and through a sustainable balance between deposits and lending in our home markets.

. Key figures 2011 2010

Improved result and return on equity Profit for the year, SEKm 11744 7444
Return on equity, % 12.2 8.1

Stronger net interest income Core tier 1 capital ratio (Basel 2), % 15.7 13.9
Cost/income ratio 0.53 0.57

. Creditimpairment ratio, % -0.14 0.20

Net recoveries Share of impaired loans, gross, % 1.87 2.53
Risk-weighted assets (Basel 2), SEKbn 492 541

Higher core Tier 1 capital ratio Total assets, SEKbn 1857 1716
reduced risk_weighted assets Lending to the public, SEKbn* 1166 1146
Deposits from the public, SEKbn* 547 517

Number of full-time employees 16287 17 224

*Excluding the Swedish National Debt Office and repos.

Swedbank Annual Report 2011



“\/\le are not a bank committed
to social engagement but a
commitment to social engagement

that became a bank. ”

Michael Wolf, CEO




Financial summary 2011

The result for the year amounted to SEK 11744m (7 444).

Earnings per share before dilution were SEK 9.53 (6.43)
and earnings per share after dilution were SEK 9.52 (6.43).

Thereturnonequity was 12.2 percent (8.1).

Netinterestincomeincreased by 17 per cent to
SEK 19118m (16 329).

Net commission income decreased by 6 per cent to
SEK8963m (9 525).

Net gains and losses on financial items decreased by
34 per cent to SEK'1 584m (2 400).

Expensesincreased by 1 percentto SEK 17869m (17642).

Goodwill impairment amounted to SEK 1913m and
related to the Latvian operations.

Net recoveries amounted to SEK 1 911m (credit impair-
ments of 2 810).

Business volumes

- Lending to the public* increased by 2 per cent to
SEK'1166bn (1 146).

- Deposits from the public* increased by 6 per cent to
SEK 547bn (517).

- Assets under management decreased by 3 per cent to
SEK 735bn (755).

Risk-weighted assets decreased by 9 per cent to
SEK 492bn (541).

The core Tier 1 capital ratio according to Basel 2
increased to 15.7 per cent (13.9).

The Board of Directors recommends a dividend of
SEK 5.30(2.10) per ordinary share and SEK 5.30 (4.80)
per preference share for the financial year 2011.

*Excluding the Swedish National Debt Office and repos.
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Important events 2011

1st quarter Estoniajoined the eurozone.

Capitalisation targets were introduced and the dividend
policy was raised to 50 per cent.

Swedbank held a Capital Market Day and introduced a
new target for return on equity.

The 2011 Annual General Meeting elected Olav Fjell as
anew member of the Board of Directors.

2nd quarter Swedbank’s Board of Directors resolved
to and began repurchasing shares to adapt the capital
structure to the bank’s capital needs.

1500000 Cshares were issued and repurchased to man-
age the bank’s commitment according to the performance
and share based remuneration programme for 2010.

Magnus Gagner Geeber was appointed head of the Large
Corporates and Institutions business area.

Moody’s upgraded Swedbank’s financial strength rating
from D+ to G- with a stable outlook

3rd quarter Management changes: Géran Bronner was
appointed as Chief Financial Officer, Hakan Berg

as Chief Risk Officer and Birgitte Bonnesen as

Head of Baltic Banking.

Share repurchases were halted.
Swedbank decided to exit the retail segment in Ukraine.

4th quarter Swedbank’s credit rating from S&P was
raised to A+,

Swedbank passed the European Banking Authority’s
(EBA) stress test by a wide margin.

Swedbank received Ernst & Young’s Transparency Award.

Profit for the year Return on equity Dividend
SEKm % SEK
12000 —, 20 10
9.00
8000 — —— 55— — 8
4000 — 10 ——
0 S——————————— 6 530 5.30
0 4
-4000 5
-8000 -10 2
-12000 -15

2007 2008 2009 <2010 <2011

Swedbank’s profit has gradually improved since 2009,
when it was adversely affected by extensive credit
impairments in the Baltic countries, Russia and Ukraine. profit.
Profit for the year was charged with goodwill impair-

ment of SEK'1930m.

2007 2008 2009 <2010 <2011

Thereturnon equity increased from 8.1 to 12.2 per
cent. Theincrease was mainly due to the improved

2007 2008 2009 2010 <2011°

M Ordinary Preference
I shares shares

* Proposed dividend

At the beginning of 2011 Swedbank amended its
dividend policy to amount to 50 per cent of profit
for the year from 40 per cent previously. The Board
of Directors recommends that the Annual General
Meeting approve a dividend of SEK 5.30 for both
ordinary and preference shares.

Swedbank Annual Report 2011



4 PRESIDENT’S STATEMENT

Sustainable banking

2011 saw major swings in the global economy. The year began
with strong confidence in the recovery, especially in Sweden.
Then the European debt crisis struck during the summer and
greatly impacted growth prospects. As the year went along,
the crisis was felt increasingly by the average business and
household. At the same time the entire banking system came
under growing criticism for its speculative practices, excessive
remuneration and benefit to the economy. Although the
criticism was warranted in some respects, the debt crisis and
its consequences are just as much tied to economic policy in
individual countries.

After facing major difficulties in autumn 2008, we began
the following year to transition to a new reality. We are focused
onour customers’ long-term financial situation, and hence on
the bank’s as well. We have cut expenses, strengthened our
capital base and extended the maturity of our market funding.
A new remuneration system will create a sustainable corporate
culture and a sound balance between fixed and variable
remuneration.

Itisastrength for us today that we were early in making the
transition. Now we can take on new business, stand resolutely
beside our customers, even through the next recession, and
maintain a profitable business.

We have competitive results to show for 2011:

« Profitincreased by 58 per cent to SEK 11.7bn, mainly driven
by stronger net interest income and credit recoveries

¢ Excluding restructuring costs totalling SEK 430m in the third
and fourth quarters, expenses decreased by about SEK 200m

« All the business areas except Asset Management reported
improved profits

* The core Tier 1 capital ratio increased to 15.7 per cent (13.9),
one of the strongest in Europe

« The Board of Directors has recommended a dividend of
SEK 5.30 per ordinary and preference share.

We are also pleased with the good rating we received in the
Riksbank’s latest stability report in November, which showed
that we have the strongest capitalisation and liquidity of any
major Swedish bank and that we meet the more stringent capital
reguirements of the Swedish government. Credit upgrades from
Standard & Poor’s and Moody’s during the year were further
evidence of our strong position. Our efforts to be more open
and transparent were recogniced by Ernst & Young of Sweden
and Europe’s IR Magazine, which rated us as a market leader.

Swedbank Annual Report 2011

This is the result of the fantastic efforts of many individuals
in the bank, who have demonstrated professionalism and com-
mitment during the demanding journey we have taken.

Confidence and costs

Running a bank is a matter of conscience. Confidence in the
banking sector is vital to the health of a market economy.

Our mission is to help the many households and businesses
make better financial decisions on matters both big and small.

The capital that banks are most lacking right now is
reputational capital. Fostering the relationship with the
community, explaining what we do and convincing people of
our benefit to society will be one of the top priorities going
forward.

We have to more concretely show people the impact we
have on prosperity, jobs and development by converting
savings to investments, providing businesses with capital and
managing our customers’ savings. Without well-functioning
banks that help people, businesses and society to grow, a
modern society cannot function and develop.

We focused in 2011 on reducing costs. Among other things,
we put a freeze on outside recruitments and cut consulting,
conference and travel costs. Compared with the fourth quarter
of 2008 we now have 5400 fewer employees and are shifting
as many working hours as possible to directly helping
customers and providing them with value. On 1 January 2011
Group Business Support was established to rationalise,
standardise and simplify our I T, support and product develop-
ment processes. Some progress has already been made. For
example, costs have been reduced by coordinating property
management operations and security arrangements. In the
productarea, more centralised purchasing has lowered costs,
especially in card processing. Still, we have a great deal left
to do to reach our efficiency potential.

Variable compensation is another source of mistrust. Here
we have replaced the previous programme with a share-based
programme called Eken for most of our around 16 300
employees, whichincludes a three-year vesting period. The
number of executives with individual programmes has been
reduced from 1 200in 2010to800in 2012. In these cases,
their performance is measurable and it would be more expensive
for the bank to offer fixed, market salary rates. The top five
officials in the bank receive no variable remuneration and other
members of the Group Executive Committee have no individual
variable remuneration but participate in Eken. We were the
only major bank given a green light by the Financial Supervisory
Authority last summer for compliance in this area.
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‘i Itis a strength for us today that we were early in making the
transition. Now we can take on new business, stand resolutely beside

our customers, even through the next recession, and maintain a
profitable business. ”

Swedbank Annual Report 2011



6 PRESIDENT’S STATEMENT

Sustainable finances

We have and take responsibility for our customers’ long-term
finances. We want to contribute to stability, even if it means
being restrictive when necessary. It was cheap money, lent
imprudently, that dragged households and governments into
the crisis. We have to be more, not less, concerned about our
customers’ financial stability even during fluctuating economic
conditions.

We have not managed in a simple way to explain the reason
for the interest rates we charge on loans or that increased
margins are not always the same thing as higher profitability.
We also want to be clear and transparent in this area, so on
pages 14-15 we explain our margins and profitability. We
obviously have to be better at demonstrating the value-added
our thousands of employees create, especially when advising
households and businesses on some of the most important
financial decisions they will ever make.

The capital requirements faced by banks are now being
tightened. This is basically sound and reflects a return to more
normal levels. When the current rules were introduced in 2004,
the risk weights on housing were gradually lowered, which
contributed to a huge credit expansion and build-up of house-
hold debt. The regulations now scheduled to take effectin
2013 include stricter capital and liquidity requirements, at the
same time that the risk weights for Swedish mortgages are
expected to be raised. New rules for banks are welcome and
aprerequisite for a more stable financial sector in the future.
Inthe short term the requirements will affect all our stake-
holders: customers, shareholders and employees. Customers
will see the price of money rise, shareholders have seen their
returns fall compared with before the financial crisis, and
employees are feeling the effects of efficiency improvements
and tougher requirements on variable remuneration.

Our social engagement

Developmentsin 2011 show how dependent the financial
sectorisonsociety and vice versa. If we as a bank are to have
sound and sustainable growth, the communities where we
work also have to. Social engagement has become an important
element in the business models of more and more companies,
including our corporate customers.

By far our biggest contribution to sustainable development
is managing our core business with our hearts and with our
sights set on the future. The overarching challenge is to create
financial stability for the many households and businesses.

We need to be prepared and have buffers for both up- and
downswings. To some extent the fluctuations can be mitigated

Swedbank Annual Report 2011

by regulations. Authorities and the financial sector have tojoin
together to create greater stability over the business cycle.
Maintaining a long-term focus is also critical in our advice. We
have thousands of conversations every day with our corporate
customers about investments, risk and reasonable returns.
During times of crisis we have to remind people that there will
eventually be a turnaround. When growth does return, we
cannot forget the lessons from the recession.

lam also very proud to lead a bank with such a deeply rooted
and wide-ranging commitment to social development in our
home markets, as described in more detail on pages 44-45.
Greater focus is being placed on areas where our network and
specialised expertise can produce the best returns: the labour
market, education and entrepreneurship. They are also the
keys to growth in society, especially if we are going to tap the
skills of our many foreign-born young people who are currently
struggling to enter the job market.

Outlook for 2012

The turbulence in 2011 will have consequences going forward.
The risk appetite will generally be more restrained but could
lead to more sustainable economic decisions, which suits
Swedbank well. With the solid foundation we have built in
recent years, we can take advantage of new opportunities.

We will also continue to develop our position as a relationship
bank with a full-service commitment to our customers and
their financial development, to improve efficiencies in our work
processes, and to be adriving force in helping the many house-
holds and businesses achieve a sound, sustainable financial
position. In this the way we are convinced we will produce results.

Today’s macroeconomic outlook is highly uncertain and
thereis clearly a risk of recession. This makes it difficult to
accurately forecast future results. Income will be affected
positively as our state guaranteed funding matures. Our aim
for 2012 is toreduce costs by around SEK 1bn, excluding
variable staff costs, compared with 2011.

I would like to thank all our employees, shareholders and
customers for an exciting 2011,

Stockholm, February 2012

Y

Michael Wolf
President and CEO



Long-term competitiveness

Swedbank’s Board of Directors has resolved to withdraw its capital target
and await further details on the new capital requirements before announcing

a new target.

FINANCIAL TARGETS 7

SWEDBANK’S FINANCIAL TARGETS PERFORMANCE

Return on equity

Return on equity shall amount to 15 per cent.

Return on equity

%

Inearly 2011 Swedbank’s Board of Directors changed its dividend palicy to
amount to 50 per cent of profit for the year from 40 per cent previously. The
policy was changed against the backdrop of Swedbank’s strong capitalisation,
expectations of modest credit demand and continued focus on capital efficiency.
The Board is recommending that the Annual General Meeting approve a cash
dividend of SEK 5.30 per preference share and SEK 5.30 per ordinary share for
2011. This corresponds to a payout ratio of 50 per cent (40).

20
The new proposed regulatory requirement, whereby Swedish banks would hold 15— —
more capital than before, makes it more difficult to reach the return on equity target 10— —
of 15 per cent and will take more time. To reach the profitability target, the bank >
has to be more efficient and increase revenue. The profitability target is based 2
on Swedbank’s market position, risk profile and conditions in our home markets. 10
After reporting negative figuresin 2009, Swedbank’s results have gradually 1s
improved. For the full-year 2011 the return on equity was 12.2 per cent (8.1). 2007 2008 2008 <2010 2011
Dl\/ldend Dividend
Dividend corresponding to 50 per cent of profit for the year. iEK

5.00

2007 2008 2009 2010 <2011°

Preference

I Ordinary
[ shares

M shares
* Proposed dividend

Capitalisation

The Board of Directors has resolved to withdraw the bank’s previous capital
target of along-term core Tier 1 capital ratio of at least 10 per cent as well
as at least 13 per cent until 2013.

The Board of Directors will decide on a new capital target when the regulatory
environment is considered more stable. The executive management is of the
view that the bank currently needs a long-term core Tier 1 capital ratioof 13.5
to 14.5 per cent as a result of the proposed capital requirements. At year-end
2011 the core Tier 1 capital ratio was 15.7 per cent (13.9).

Core Tier 1 capital ratio

%
20

16

12

8

47

0

2007 2008 2009 <2010 <2011

= Basel2 I Basel 3*

* Estimation based on Swedbank's
interpretation of future regulations.

Swedbank Annual Report 2011



8 STRATEGY AND PRIORITIES

A sound and sustainable financial
situation for the many households
and businesses

Our purpose

We promote a sound and sustainable financial situation
for the many households and businesses.
There has been a consistent theme throughout the bank’s
history, from the first Swedish savings bankin 1820 through
the local agricultural credit societies of the early 20th cen-
tury and Hansabank’s important role in the Baltic region in
the 1990s to today’s bank, which is firmly anchored in the
local community and built on close customer relationships.
When the savings banks were founded, their mission
was to contribute to growing prosperity and security
through sensible financial planning. This is still true today
- we promote a sound and sustainable financial situation
for the many households and businesses. Through forward-
looking actions, responsible advice and education, we are
working to create an economy in balance, while contributing
to the sustainable development of society as a whole.

Finland

o
- Russia
L]
Ll a

Ukraine

Norway
(]

Denmark
d

L
Luxembourg

@ Home market Saam

@ Market presence

Swedbank has four geographical home markets: Sweden, Estonia, Latvia and
Lithuania. To support business in our home markets, Swedbank is also established in
the neighbouring markets of Finland, Norway, Denmark and Russia as well as other
countries such as the US,, China, Luxembourg and Spain. Swedbank also conducts
banking operations in Ukraine.

Our values

Simple
Our services and employ-
n ees must be easily acces-
sible and easy to under-
stand. Our advice is adapted to each
customer’s needs, and we give them the
financial tools to handle life’s challenges
and opportunities. We want to create a
friendly, uncomplicated banking experi-
ence for everyone.

Open
Q We shall be a straight-
- forward, honest and
reliable partner. Customers
and other stakeholders should feel
welcome and secure with our services
and our actions. We believe in develop-
ment and are open to new ideas, new

people and new ways to serve our
customers and society.

Caring
Everything we do, we do
n based on our customers’
needs. We help our cus-
tomers to make sound decisions and to
achieve their goals in a sustainable way.
Our employees are helpful and reliable.
We take pride in keeping our promises.
We are committed to our mission of

improving the long-term financial health
of people, businesses and society.

Qur vision

We enable people, businesses and society to grow
Swedbank - beyond financial growth

Swedbank Annual Report 2011
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Choices to create value

Swedbank’s strategy is the direction we have chosen to create customer
and shareholder value in the long term. It is based on our purpose, our values

and our vision.

Swedbank is a bank for the many

Swedbank serves the many households and businesses with
both simple and more complex financial needs. We are an
inclusive bank and serve customers without preconceptions.
Ouraimis to maintain and develop large customer bases,
long-term customer relationships and high market shares in
our four home markets: Sweden, Estonia, Latvia and Lithuania.

We shall be close to our customers...

We firmly believe that a banking model based on closeness to
customers best serves their needs, and Swedbank’s purpose.
By being close to our customers, we gain a better understanding
of their situation and needs, enabling us to provide the right
advice and make fast decisions when required, even if it some-
times means that the bank loses business. Our advice is based

on each customer’s needs, not the bank’s products, and our
product and service development is driven by dialogue with our
customers. Closeness to customers and long-term profitability
are achieved with well-adapted products and services offered
through suitable channels for our various customer segments.
Being accessible to customersin a simple way through our
broad-based branch network and innovative solutions offered
by the Internet Bank, Telephone Bank and Mobile Bank is more
important than whether we produce every available product

and service ourselves. The unigue accessibility afforded our
customers in Sweden is also made possible by the collaboration
with the savings banks and various franchise partners.

..which is facilitated by a uniform
framework and local decision-making

A uniform framework for the entire Group, together with local
decision-making authority, facilitates faster decisions close to
the customer. The framework encompasses issues of gover-
nance, capital and liquidity management, risk management,
performance evaluation and brand policy.

Local units are responsible for customer relationships and
results. Development and production of the bank’s products
are handled at Group level. To meet each customer’s specific
needs as quickly as possible, local branches and units have the
authority to decide on the range of products and services they
offer, as well as pricing, within the framework’s limits.

Strong leadership is crucial to our governance model, with
a clear delegation of responsibility. Good managers lead to
committed employees, who deliver good results. We therefore
focus on long-term recruitment, training and development of
leaders.

Swedbank shall maintain a low risk level...

Swedbank shall have a low risk level from both an asset and
liability perspective. Theriskin its assets is managed with the
long termin mind, so that the core Tier 1 capital ratio does not
decline by more than three percentage points inan adverse
scenario.

A vast majority of the bank’s exposures shall be in Sweden.
Good risk diversification is achieved through a broad base of
customers and businesses from many different industries.
Customers’ cash flow, solvency and collateral shall always be the
key lending variables. High-quality risk and credit decisions and
proactive risk management contribute to a low risk profile.
The bank will maintain a sustainable balance between lending
and depositsin each of its home markets.

Growth can be assaciated with higher risks. Swedbank
strives to maintain long-term sustainable growth. This means
we will not grow faster than what is considered sustainable
for our customers and ourselves, regardless of market growth.

..with good control and focus on costs

Regulatory changes, e.g., in terms of capital requirements,

will entail higher costs in running banking operations. Staying

competitive requires us to continuously work with costs.

We do so primarily in three ways:

e Through a corporate culture where everyone is aware of
and cautious about costs. The bank’s general remuneration
programme, Eken, will help to strengthen this cost
consciousness.

By continuously adapting our organisation and costs to
prevailing conditions. When the market changes, we have to
be prepared to adapt accordingly.

« By capitalising on economies of scale based on our high
market shares in each home market - not least in terms of
effective process supportand IT.

Large deposit volumes from private customers make Swedbank

aninterest rate-sensitive bank. As a result, it will be even more

important to focus on cost efficiencies, especially when interest
ratesare low.

Swedbank Annual Report 2011



1 O STRATEGY AND PRIORITIES

Priorities 2012 -

Our priorities are the measures we need to take to reach our desired future
position over a three-year period. The priorities are reassessed continuously
to ensure that we are focused on the areas deemed to contribute the most

to long-term profitability.

Improve customer satisfaction

* Adapt our offering to various customer groups
e Match employee competence to customer needs

Toincrease customer satisfaction, we have to be even better at
offering the right products and services to each customer group.
For customers in need of less complex financial advice, we will
provide relevant, simple and effective offerings, primarily
through our electronic channels. The internet, mobile and
telephone banks will be improved to make everyday banking
services simpler and more efficient, thereby making them more
cost effective. To serve customers with more advanced
financial needs, we plan to set aside more time for advice. We
are increasing the number of employees who work with
advisory services, as well as broadening and further building
their competence.

Increase decision-making close to
our customers

e Clarify and continue to implement the common
framework
e Increase local business acumen

Swedbank’s framework, which facilitates decision-making
close to customers, is largely in place, but we have to clarify
how it will be applied. We will also introduce an evaluation
system to ensure that the framework is followed and improved.
Itisimportant that those closest to customers have a say,
are involved and have the necessary business acumen, since
they have full responsibility for customers and results. We are
working to make our employees more knowledgeable about
the profitability of each customer and of the bank as a whole
in order to raise the bank’s business acumen.

Grow with existing customers

* Gain a larger share of our customers’ banking business
¢ Continue to work with risk-based pricing

We will first and foremost take advantage of our large customer
base to grow. By being close to customers and understanding
their needs, we can provide greater customer value and
thereby improve our offering and our earnings.

Swedbank Annual Report 2011

We will continue to review the pricing of our products and
services. The aim is risk-based pricing that corresponds to the
value provided to customers and covers the bank’s costs of
doing business, which are increasing due to new regulationsin
the banking sector. Itis also important to continue to capitalise
on growth opportunities in selected segments.

Improve quality and cost effectiveness

¢ Standardise and coordinate processes
e Increase cost focus

We will capitalise on the economies of scale that our large
customer bases and business volumes offer and increase our
cost effectiveness. The latter isimportant, since the Group is
the amalgation of banks, segments and geographical areas. We
will improve quality while reducing complexity and operational
risks by standardising, simplifying and coordinating processes
within IT support, product development and shared support
functions. Quality and efficiency gains will also benefit
customers by making our offering more precise and getting

it to market faster,

Due to current economic conditions, we have to reduce our
costs. Responsibility for this rests with Swedbank’s managers.
We are also working actively to further raise the cost conscious-
ness of everyone in the Group. The revised general remuneration
programme, Eken, serves as support in this regard.

Capital and liquidity management

e Improve the understanding of risk-weighted assets
and capital efficiency within the organisation
e Improve our relative cost of capital market funding

To reduce unnecessary tied-up capital, we are continuing to
improve understanding of risk-weighted assets and capital
efficiency within the organisation. Stress tests will be an
increasingly important tool in capital allocation. The organisa-
tion will be well-prepared for the impact of the new risk
weightings for mortgages that are expected. We are also
continuing to monitor regulatory developments and adapt
our capital, liquidity and funding structures. By continuing to
increase transparency and regularly meeting with our investors,
we will ensure that our relative cost of capital market funding
furtherimproves.
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Follow-up of priorities in 2011

Focus on the customer

Toremain competitive and profitable in the long term, Swedbank must diversify its offering

Customer satisfaction index, private

%

and provide competitive services for each customer segment. In Sweden, our service concepts 100
have been well received and by year-end 2011 more than a half million new customers had
been added. Customers who have selected a service concept on average buy more products, 80 I
report higher customer satisfaction and are slightly more profitable for the bank. In the Baltic 60 — - - 1N 1
countries, the new customer service model has led to greater confidence in the bank, which we
expect will enable us to win a larger share of our customers’ overall banking business. In 2011 40 — - - - - - ]
we received several local and international awards in the Baltic countries, including for the
most respected company in the financial sector in Estonia, Latvia and Lithuania. 20—+ 111 111 111
To meet customer demand for advice, extensive training was conducted during the year
inboth Baltic Banking and Retail in order to strengthen customer service competence, in Sweden Estonia  Latvia Lithuania
customer meetings.
2007-2010 MW 2011
Quality and effectiveness SIS
Swedbank’s aimin 2011 was to keep costs (excluding variable staff costs) from increasing SEKm
compared with 2010. Excluding one-off costs for the employee restructuring in the third and 18000
fourth quarters totalling SEK 430m, costs were reduced by about SEK 200m (about SEK 250m 17000
excluding variable staff costs). The reduction was mainly due to lower costs in Russia and
Ukraine, as well as lower consulting costs primarily in the risk organisation. 16 000 —
Group Business Support (GBS) became operational on 1 January 2011 with the aim to
rationalise, standardise and simplify processes in IT, support and product development. Initial 15000
steps have been taken, but much work remains to be done with GBS. It will take many years to AT

maximise efficiencies.

Operational risks were reduced during the year, but are still considered higher than normal.
The escalated level is mainly due to the many changes projects under way within the Group as
well asrisks in the Swedish IT organisation.

2007 2008 2009 2010 <2011

One-off variable and staff costs
I Underlying expenses

Growth in selected segments

Swedbank saw generally low lending growth during the year, and we remained restrictive in
our mortgage lending in Sweden.

We have strengthened our position among midcorps and in private banking in Sweden.
Growth has been solid in terms of both customers and volumes. As part of our aim to grow in
the premium segment, new staff was recruited and training provided during the year. How-
ever, growth did not match expectationsin this area.

The measures being taken to ensure that the risk-adjusted margin from larger companies
reaches a targeted minimum level continued during the year with good results. In many cases,
cooperation with customers has been intensified, though in some cases customers have
chosen to take their business elsewhere.

Key Customers Offering

Number of concepts sold, cumulative
600 000
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Robust balance sheet with low risk

Therisks in Swedbank’s balance sheet were further reduced in 2011 on both the asset and
liability sides. We have issued approximately SEK 254bn in long-term bonds, compared with
maturities of SEK 180bn. By doing so we have extended the average maturity of our capital
market funding, increased our liquidity reserves and made ourselves structurally independent
of short-term funding. The state guaranteed funding that matured during the year has been
largely replaced by covered bonds. Going forward our annual funding needs will be signifi-
cantly lower compared with our average bond issues in the last two years.

This positive development has been confirmed by the ratings agencies. Standard and
Poor’s raised Swedbank’s rating in December, and Moody’s upgraded the banks financial
strengthratinginjune.

Average long-term funding needs

SEKbn
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Continued macroeconomic uncertainty

Sweden as well as the Baltic countries showed solid growth in 2011,
However, turbulence and slowing growth in the global economy during
the second half of the year raised economic risks heading into 2012.

Weaker global economy and worsening debt crisis

The global economy reported slower growthin 2011 at the
same time that the financial crisis in the EMU countries wors-
ened. This created increased turbulence in the international
financial markets, along with declining stock prices and falling
long-terminterest rates. This is also a political crisis, where the
necessary economic policy changes have not been made at the
rate needed to slow escalating sovereign debt. A lack of con-
fidence in the economic policies of debt-ridden countries, par-
ticularly Greece and Italy, led to substantially higher interest
rates, which will not be sustainable. Fears of defaults and con-
cerns surrounding huge credit impairments for European banks
rose during the autumn, leading to higher capital adequacy
requirements. Credit tightening by European banks has also
adversely affected several eastern European countries, where
the inflow of capital from foreign banks is drying up.

Solid growth in Swedbank’s home markets but

worse times ahead

The Swedish economy continued to report a high growth
ratein 2011. GDPis estimated to have risen by slightly over

4 per cent, driven by increased net exports and rising invest-
ment. However, economic indicators such as declining order
bookings, fewer job openings, weak retail sales and downsized
production plans signal that Sweden will grow at a consider-
ably slower pace in upcoming quarters as a result of the slower

global economy. Household consumption is also being held in
check by high debt ratios, at the same time that uncertainty
about housing prices and the labour market has grown. Credit
expansion to Swedish households slowed last year, partly due
to weaker loan demand, but also as a result of tighter lending.
The uncertain economic conditions caused the Riksbank to cut
its discount rate at end-2011, which will likely be followed by
furtherrate cutsin the near future.

Growth in the Baltic countries is being driven by increased
exports and stronger domestic demand. Estonia joined the EMU
at the beginning of 2011. Itis also the Baltic country with the
fastest growth, its GDP having risen by an average of 8.8 per
cent during the first nine months of 2011. In Lithuania and
Latvia, the corresponding rate was 6.3 per cent and 5.2 per cent,
respectively. Higher capacity utilisation in the business sector
in the wake of higher export growth led to increased invest-
ment activity after a significant decline in 2009. Household
consumption has risen as well in pace with animproving labour
market and rising real wages. Inflationary pressures, which
were boosted during the first half of 2011 not least by higher
commodity prices, gradually eased as commadity prices declined
globally. Further budget cutbacks are planned in Latvia and
Lithuania to meet the Maastricht criteria and qualify for EMU
membershipin 2014. However, economic risks have increased
leading up to 2012, not least due to lower export growth as
anticipated demand in the EU countries significantly slows.

GDP growth rate
%

Unemployment

%
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Sweden Estonia Latvia Lithuania
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Growth was good during the year in Swedbank’s home markets. In Sweden,
growth has mainly been driven by increased exports and rising investments.
In the Baltic countries, increased exports and stronger domestic demand have
beenthe primary drivers.
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Sweden Estonia Latvia Lithuania

2007-2010 B 2011

Strong export growth that led toincreased investments positively affected
unemployment in all of Swedbank’s home markets during the year.



Developments in the banking sector

The financial crisis damaged confidence in the banking sector
around the world, and the role of banks in society has been
debated more than before. This was reinforced by the debt cri-
sisin the eurozone and related worries in the financial markets.
Prospects for a short-term economic recovery have also been
hurt because several countries have had to cut costs to reduce
their budget deficits and sovereign debts, leaving less room for
any major stimulus measures.

Increased regulatory activity was seenin the form of stricter
capital requirements, additional clarifications of Basel rules and
anumber of stress tests, including by the European Banking
Authority (EBA). In Sweden, the Swedish Financial Supervisory
Authority, Ministry of Finance and Riksbank have recommended
stiffer capitalisation requirements for major Swedish banks
than those mandated by the new Basel rules. In addition, the
Swedish Financial Supervisory Authority is conducting a review
of therisk weightings for Swedish mortgages, after which they
are expected to be raised.

From an international perspective, Swedish banks are well
capitalised, with core Tier 1 capital ratios that are among the
highestin Europe. This is due torightsissues in 2008 and 2008,
but also because risk-weighted assets have decreased. Many
banksin the eurozone currently face problems with capital
adequacy and are finding it difficult to access short- and long-
term market financing. Several have been forced to obtain capital
and/or have reduced their lending to more distant markets.
Some are also expected to divest non-strategic assets.

In Sweden, higher interest rates and housing prices have
contributed to lower household demand for credit. Corporate
investment and credit demand is expected to slow as well.

MARKET SHARES
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Competition in Swedbank’s home markets
Inan international comparison, the banking sector is fairly
concentrated in Swedbank’s home markets.

In Sweden, Swedbank, Handelsbanken, Nordea and SEB
accounted for about 70 per cent of depasits and lending in 2011,
according to the Riksbank. These major banks offer a wide
range of financial products and services and compete in all key
product segments. Swedbank is the biggest in retail banking
and has a leading market position in mortgages (26 per cent),
deposits from private customers (23 per cent) and fund
management (24 per cent). In the Swedish corporate market,
the bank’s share was 13 per cent for lending and 16 per cent

for deposits at the end of 2011.

The Estonian banking sector is more concentrated than
Sweden’s. The market is dominated by foreign companies.
Together, Swedbank, SEB, Nordea and Sampo (owned by
Danske Bank) control around 90 per cent of the market.
Swedbank had a market share of 54 per cent for deposits from
private customers and 47 per cent for lending. In the Estonian
corporate market, the bank’s share was 36 per cent for lending

and and 41 per cent for deposits.

Latvia has a more fragmented market where local banks
account for 30 to 70 per cent of the various segments. In 2011
Swedbank accounted for 23 per cent of depaosits and 27 per
cent of lending to private customers. In the corporate market,
Swedbank’s share was 18 per cent for lending and 10 per cent

for deposits.

Like Sweden, the banking market in Lithuania is dominated
by a few major players. Among private customers, Swedbank
accounted for 38 per cent of deposits and 25 per cent of
lending. In the corporate market, the bank’s share was 20 per
cent for lending and 25 per cent for deposits.

Sweden private market,
deposits, %

Estonia total deposits, %

Swedbank 23 Swedbank 46
Handelsbanken 18 SEB 22
Nordea 17 Sampo %
Other 16
Sparbankerna 14 ey 1
SEB 12 Nordea 7

Sweden private market,
mortgage, %

Estonia private market,
mortgage, %

Swedbank 26 Swedbank 46
Handelsbanken 24 Other 54
Nordea 15
SEB 15
Other 13
SBAB 7

Sources: Statistics Sweden, Estonian Central Bank, Assaciation of Commercial Banks of Latvia, The Financial and Capital Market Commission (Latvia),

Association of Lithuanian Banks and public interim reports.

Latvia total deposits, %

Other 40
Swedbank 14
Aizkraukles Banka 14
Rietuma Bank 1%}
Citadele 10
SEB 9

Parex Bank | 1

Latvia private market,
mortgage, %

Swedbank 26
Nordea 18
DnB Nord 17
SEB 15
Other 9
Aizkraukles Banka 9

Hipotieku bank | 3
Parex Bank | 3

Lithuania total deposits, %

Swedbank 33
SEB 26
Other 23
DnB Nord 12
Sampo 7

Lithuania private market,
mortgage, %

SEB 31
Swedbank 25
DnB Nord 17
Other 17
Sampo 11
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MORTGAGE MARGINS

The correlation between mortgage rates and the repo rate has decreased

due to the higher funding costs banks have faced since the 2008 international
financial crisis. Tighter new regulations, which Swedbank has welcomed, further
increase the cost of a mortgage for both the bank and for customers.

A debate is under way in the media on how banks set their
lending rates and how large their margins are on mortgages,
for example. A lot of attention has been drawn to the fact that
the interest rates customers pay on their mortgages are not
always lowered when the Riksbank cuts its reporate. It has
also been said that mortgage rates generally seem higherin
relation to both the reporate and the interbank rate (STIBOR)
now than before the financial crisis.

Banks’ total funding costs have increased more than

the reporate

The diagram on the following page shows that the three-month
Stockholm Interbank Offered Rate (STIBOR), the rate at which
a well-managed bank can obtain short-term deposits from
other banksin the interbank market, was slightly above the

Riksbank's repo rate, which is a day-to-day rate, until mid-2007.

After that the difference between the repo rate and STIBOR
rose due to growing suspicions between banks in connection
with the subprime crisis in the US and widened during the
2008 global financial crisis. A bank can never fund its lending
in the Riksbank and in the long run not in the interbank market
either. On the other hand, until the financial crisis in 2008 it
could issue bonds - covered or unsecured - at interest rates
largely corresponding to STIBOR. But after STIBOR gradually
climbed above the reporate, the cost of market funding - a
bank’s actual funding cost - rose faster than the repo rate until
the financial crisis culminated in autumn 2008.

Swedbank funds its lending primarily

through covered bonds

Since 2009 the large percentage of mortgages granted by the
banks must be funded by issuing covered bonds. They are in
themselves a beneficial and efficient form of refinancing for
banks that can use them, since they give the banks’ own lenders
access to the collateral that the banks receive from mortgage
borrowers. As evident in the diagram, this has not prevented
the cost of covered bonds to remain at a higher rate than
STIBOR since the financial crisis in 2008. As a conseqguence, the
banks’ funding costs fell significantly less in 2009 than interest
ratesin general and have since remained above STIBOR. This
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also means that a change in the repo rate has only a limited
effect on the banks’ funding cost and hence on the mortgage
rates they charge.

Onereason for this is that covered bond investors require
the banks to post collateral for their funding in excess of the
loan amount (so-called over-collateralisation). This protects
them against the risk that the collateral will be insufficient if
housing prices fall substantially.

Inits report, the Riksbank confirms that the banks are
not funding their lending at a cost that corresponds

to the repo rate

The diagram on the next page is similar to the one published
twice a year in the Riksbank’s Financial Stability Report. Inits
autumn 2011 report, the Riksbank states: “A common miscon-
ceptionis that the banks borrow money at a cost equivalent to
thereporate. The chart shows, however, that additional costs
arise when the banks acquire funding. To fund mortgasges, the
banks usually issue covered bonds at a fixed rate and with a
maturity of up to five years. This led to an increase in the cost
of funding a mortgage compared to the interbank rate. The red,
yellow and grey fields have thus together contributed to an
increase in the banks’ total funding costs.”

Deposits help to keep mortgage rates down

The mare collateral relative to the funding amount that
investars require to buy covered bonds, the larger the share
of its mortgage volume a bank must refinance through ways
other than covered bonds. One alternative is to issue senior
unsecured bonds. This makes the refinancing of mortgages
even more expensive, since investors require an even higher
interest rate to buy such bonds. Swedbank can keep funding
costsdown, however, by using a portion of its deposits from
companies and households to partially fund its mortgages.

It does just that, because of which the grey field in Swedbank’s
diagram is thinner than for certain other banks. Consequently,
the funding rate that our branches base their mortgage rates
onis slightly lower than they would otherwise be if so many
savers did not put their money into the bank.



The blue field in the diagram shows the bank’s gross margin
The upper blue field in the diagram represents Swedbank’s
gross margin on mortgages. This field shows the difference
between the average interest rate on three-month mortgages
that the bank charges borrowers and its funding cost based on
covered bonds, deposits and senior unsecured funding. The
diagram shows how the margin, which was well over one per
centinthe early 2000s, gradually decreased until the financial
crisis. The gross margin was nearly nil during the financial
crisis, but hasincreased again since they bank has been able

to normalise its funding terms. From summer 2009 to summer
2011, when the funding markets were generally working
normally, the average gross margin fluctuated between
approximately 0.3 and 0.5 per cent.

Tighter new regulations are increasing costs
for banks and for customers
Inrecent years a number of tighter regulations have been
discussed and introduced for banks, which we welcomed and
feelare a prerequisite for creating a more stable financial
sectorinthe future. The biggest effect on costsis expected
to come from the new liquidity rules. They require a bank to
ensure that it can continuously fund a long-term mortgage
portfolio evenifits ability to raise new refinancing loans is
closed for shorter or longer periods, as was the case during
the financial crisis. This cost of liquidity protection can at times
amount to 0.5 per cent, but in normal market conditions is
closer to 0.2-0.3 per cent. This cost must be covered by the
bank’s gross margin on mortgages.

The bank must also expect that some borrowers, despite
careful credit checks, cannot fully pay the interest and principal

MORTGAGE MARGINS | 5

on their mortgages. The bank estimates that credit impairments
over time will amount to three hundreds of a per cent (3 bp).
According to current capital adequacy rules, the bank must at
the same time maintain risk-bearing capital, mainly shareholders’
equity, as protection against unforeseen credit impairments.
Given the lowest required return on shareholders’ equity and
these increasingly tighter rules, this capital adequacy cost has
risen from approximately 3 bp before 2008to 13 bp at present.
These credit impairments and capital adequacy costs, totalling
approximately 16 bp, must be covered by the bank’s gross
margin on mortgages.

Lastly, we expect our expenses to manage a mortgage
portfolio of well over SEK 700bn “from start to finish” at
approximately SEK 2.2bn (including a portion of the Treasury
department’s costs to manage funding operations). This
corresponds to approximately 30 bp or approximatetely 20 per
cent of the total expenses of the Swedish retail operations.
These expenses must also be covered by the bank’s gross
margin on mortgages.

Our calculations show that the gross margin on a normal
mortgage - calculated as the difference between the bank’s
actual funding cost and the lending rate charged to the customer
- must be at least 0.65 per cent to cover the bank’s costs for
the mortgage operations and at least 0.75 per cent to also cover
our shareholders’ return on the bank’s equity. As a product,
mortgages have not been profitable for Swedish banks for long
periods of time. This is because the net margin has been negative
after factoring in expenses for liquidity, credit impairments,
administration and costs related to our shareholders’ required
return. Mortgages have instead been used as a door opener to
other types of business with the customer.

Gross mortgage margin (3 months)

%
6

5

2003 2004 2005 2006 2007

3-month STIBOR
I Riksbank's repo rate

I Gross margin
Swedbank's funding cost

2008 2009 2010 2011

Net margin
ﬁ\[ The gross margin

covers:

« Cost of liquidity
~0.2%

» Administrative costs
~0.3%

« Cost of capital
~0.13%

« Credit impairments
~0.03%

The banks can no longer obtain funding at the reporate level. Since the financial crisis culminated in autumn 2008, funding costs have increased
inrelationto thereporate and STIBOR. Increased expenses due to new and tighter regulations have led to higher gross margins. Furthermore,

the gross margin must also cover costs for administration and credit impairments.
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Financial analysis

Swedbank’s profit amounted to SEK 11.7bn for the full-year, an improvement
of SEK 4.3bn compared with 2010. The improved profit was mainly due to
generally higher interest rates, which affected net interest income positively.
Net recoveries of SEK 1 911m came primarily from the Baltic countries,

Russia and Ukraine.

Net recoveries and higher net interest income raised profit
Profit for the year attributable to the shareholders was

SEK'11 744m, compared with SEK 7 444m in the previous year.
The result was charged with a total goodwill write-down of
SEK 1930m. Net recoveries amounted to SEK 1 911m (credit
impairments of SEK 2 810m). The return on equity was 12.2 per
cent(8.1). The cost/income ratio was 0.53 (0.57).

Profit before impairments increased mainly due

toimproved netinterestincome

Profit before impairments increased by 17 per cent to SEK
15646m (13 402). Higher net interest income due to generally
higher interest rates affected the result positively. During the

Profit before impairments, excluding one-off items,
by business area

SEKm 2011 2010
Retail 9571 7533
Large Corporates & Institutions 31372 2967
Baltic Banking 3480 3250
Asset Management 727 750
Russia & Ukraine 4 -204
Ektornet 57 -152
Group Functions -1572 -1096
Total excl FX effects 15 646 13048
FX effects 354
Total 15 646 13402

year Swedbank received one-off revenue totalling SEK 822m

related to the US commercial mortgages Swedbank took over
when Lehman Brothers filed for bankruptcy protectionin
autumn 2008. One-off restructuring costs totalled SEK 430m
during the year, of which SEK 330m in the fourth quarter and

SEK 100m in the third quarter.

Income increased by 8 per cent to SEK 33 515m (31 044).
Netinterestincome increased primarily in Retail and LC&l.
Net gains and losses on financial items at fair value decreased
in LC&! and Group Treasury (Group Functions). Commission

income was 3 per cent lower during the year. Changes in the
exchange rates, especially the appreciation of the Swedish
krona against the euro and the Baltic currencies, reduced
reported income by SEK 665m.

Profit before impairments

SEKm
20000

16000 —pi—  —
12000 —/ — — —
8000 —/ — — —

4000 — — — —

2007 2008 2009 2010 2011

Profit before impairmentsincreased by 17 per cent to
SEK 15.6bn. The increase was mainly due toimproved
netinterestincome.
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Net Profit
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Swedbank’s profit has gradually improved since
2009, whenit was adversely affected by extensive
creditimpairments in the Baltic countries, Russia and
Ukraine. Profit for the year was charged with
goodwillimpairment of SEK 1 930m.

Net interest income

SEKm
25000

20000 —

15000 — — —  —

10000 — — —  —
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Netinterestincome increased by 17 per cent during
the year. The increase was mainly due to higher inter-
estratesin Sweden and slightly higher Euribor rates
during the first half-year.



Higher interest rates affected net interest

income positively

Net interestincomeincreased by 17 per cent to SEK 19118m
(16 329). The factors positively affecting net interest income
were higher interest rates in Sweden and slightly higher Euribor
rates during the first half-year. Moreover, the fee for the state-
guaranteed funding decreased by SEK 421m. The stability fee
more than doubled from the previous year to SEK 545m (223).
Increased expenses for liquidity reserves and lower returns

on the investment portfolio used to hedge interest rates on
current accounts and equity also adversely affected net
interestincome.

Lower net commission income due to

lower economic activity

Net commission income fell by 6 per cent to SEK8963m
(9525). The decrease was mainly the result of lower commission
income from corporate finance, securities trading, asset manage-
ment and payment processing due to lower economic activity,
as well as lower average stock values.

Net gains and losses on financial items at fair value fell
due to weaker trading related income

Net gains and losses on financial items at fair value fell by

34 per cent to SEK 1 584m (2 400). LC&I reported lower net
gains and losses on financial items at fair value due to weaker
trading related income. Within Group Functions, Group Treasury
reported a lower result due to negative funding related
valuation effects.

Unchanged expenses excluding one-off

restructuring expenses

Expensesincreased to SEK 17 869m (17 642). One-off restruc-
turing expenses totalled SEK 430m during the year, of which
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SEK 330min the fourth quarter and SEK 100m in the third
guarter. Consulting expenses decreased by SEK 374m, while
variable staff costs rose to SEK 395m (340).

Since 1 July 2010 Swedbank pays parts of its variable
remuneration in the form of shares. This remuneration is
accrued until such time that the shares are settled. As aresult,
variable remuneration allocated to employees during the
period may differ from the recognised amount. During the year
recognised variable remuneration was SEK 395m, while the
value of the estimated compensation was SEK 818m. During
the first quarter SEK 54m from previous years' provisions for
variable remuneration was reversed within LC&l.

The number of full-time positions was reduced by 937 from
the beginning of the year, including 633 in Russia & Ukraine,
195 in Baltic Banking and 238 in Retail.

Expense analysis Group

Retail 8 795 8670
Large Corporates & Institutions 3 397 3171
Baltic Banking 2 696 2570
Asset Management 840 855
Russia & Ukraine 705 803
Ektornet 550 270
Group Functions and eliminations 886 994
Total excl FX effects 17 869 17333
FX effects 309
Total 17 869 17 642
of which variable staff costs 395 340
of which non-recurring expenses 430

Net recoveries

Net recoveries for the year amounted to SEK1911m,

(net creditimpairments of SEK 2 810m). Recoveries were
generated primarily from Baltic Banking and Russia & Ukraine.

Net commission income

Net gains and losses on

financial items at fair value

SEKm SEKm
10000 4000

goo0 — — —— — — 3000

6000 — — — — — — 2000

4000 - — — — — — 1000 — —
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-1000

Expenses

SEKm

18200 0.58

17 800 0.56

17 400 0.54
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16 200
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Other
Asset Management
B Payment Processing

Net commissionincome fell by 6 per cent. The decrease
was mainly due to lower commissionincome from
corporate finance, securities trading, asset manage-
ment and payment processing as a result of lower
economic activity and lower average share prices.

2007 2008 2009 2010 2011

Other
Group Treasury
I Large Corporates & Institutions

Net gains and losses on financial items at fair value
decreased by 34 per cent driven by weaker trading-
related resultsin Large Corporates &Institutions as
well as alower result due to negative funding-related
valuation effects within Treasury.

0.48
2007 2008 2009 2010 2011

I Expenses
e (Cost/income ratio

Swedbank’s aimin 2011 was to keep expenses from
increasing (excluding variable remuneration).
Excluding expensesrelated to the 2012 employee
restructuring recognised at the end of the year,

the aim was met.
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High effective tax rate due to goodwill write-down

The tax expense amounted to SEK 3669m (2 472), corresponding
to an effective tax rate of 23.8 per cent (24.8). In the medium
term the effective tax rate is estimated at 21-22 per cent. The
higher effective tax rate during the year is due to nondeductible
goodwillimpairment in the Latvian operations. Excluding the
write-down, the effective tax rate for the full-yearis 21.2 per cent.

Generally low lending growth

Lending to the public* increased by 2 per cent during the year
to SEK 1 166bn. In the Baltic countries, lending to the public*
decreased by 8 per cent to SEK 119bn (130), mainly due to amor-
tisations and limited demand for new lending. Lending to the
public* also decreased in Russia and Ukraine, to SEK 10bn (13) at
year-end, while Sweden had a credit growth of 3 per cent, to
SEK'1000bn (969).

Deposits from the public* rose by 6 per cent to SEK 547bn
(517). Theincrease is mainly attributable to Retail, which
increased from SEK 347bn to SEK 365bn. Deposits from the
public* within Baltic Banking increased slightly to SEK 97bn (93).

*Excluding Swedish National Debt office and repos.

SEKm
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12000
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-6 000
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Credit impairments: Baltic countries, Russia and Ukraine
Impairments: Baltic countries, Russia and Ukraine
Credit impairments: Large Corporates & Institutions,
Retail and other

Impairments: Large Corporates & Institutions,

Retail and other

Swedbank reported net recoveries during the year, primarily from the Baltic
countries, Russia and Ukraine. Swedbank’s goodwill in Latvia was written down
by SEK'1913minthe fourth quarter.
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Proposed dividend of SEK 5.30

According to Swedbank’s dividend policy, the dividend will
amount to around 50 per cent of consolidated profit for 2011
attributable to the shareholders of Swedbank AB. The Board

of Directors proposes that the Annual General Meeting approve
adividend of SEK 5.30 (2.10) per ordinary share and SEK 5.30
(4.80) per preference share for the financial year 2011.

Outlook for 2012

The macroeconomic outlook remains highly uncertain with a
risk of recession in Europe. This makes it difficult to accurately
forecast future results. We are planning for a weak scenario
and focusing on costs. Our aim s to reduce costs by around SEK
1bnin 2012, excluding variable staff costs, compared with
2011. Netinterestincome will be affected positively as the
state guaranteed funding matures, at the same time that lower
interest rates could affect netinterest income negatively.

We have been working for three years to achieve a sound
balance between risk and capitalisation, liquidity and funding
needs, and growth and sustainability. In this way we can develop
our core business in the long term: achieve our long-term
mission: a sound and sustainable financial position for the many
households and businesses. It is a strength for us today that
we were early in making the transition. We are therefore
well-equipped to meet our customers’ future financial needs.

Events after 31 December 2011

The Board of Directors has resolved to withdraw its previous
capital target of along-term core Tier 1 capital ratio of at least
10 per cent as well as at least 13 per cent until 2013. The Board
will decide on a new capital target when the regulatory environ-
ment is considered more stable. The executive management

is of the view that the bank currently needs a long-term core
Tier 1 capital ratio of 13.5 to 14.5 per cent as a result of the
proposed Swedish capital adequacy requirements.

Swedbank’s Board will propose that the Annual General
Meeting modify both the general and individual performance
and share-related programmes for 2012. As proposed, the 2012
general programme will be based solely on Swedbank’s
consolidated results and not like before on the results for both
the Group and the business areas. The number of employees
included in the individual programme has decreased from 1 200
toaround 800.

The bank’s business activities and external market conditions
are changing continuously. Thus there may arise a need to
increase or decrease the capital base or change the allocation
between core Tier 1 capital and other capital, e.g., through the



buy-back of shares, the raising of loans which can be included in
the capital base, or a combination of different measures. The
Board of Directors therefore proposes that the AGM authorise
the Board of Directors to decide on the buy-back of shares up to
a limit of one tenth of all Swedbank shares. The authorisation
may be utilised on one or several occasions up to the 2013 AGM.
Inaddition, itis proposed that the AGM authorise the Board of
Directors to decide on the issuance of promissory notes with
the possibility of conversion to shares, if deemed necessary,

to effectively manage the capital base. The share buy-back
decisionis only intended to be taken if the Board of Directors
assesses that Swedbank has a long-term core Tier 1 capital
ratio that surpasses the desired level and once the new capital
requirements have been clarified.
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Swedbank’s Nomination Committee proposes Charlotte
Stromberg as new member of the Board. The Nomination
Committee further suggests re-election of Board members
Olav Fjell, Ulrika Francke, Goran Hedman, Lars Idermark, Anders
Igel, Pia Rudengren, Anders Sundstrom, Karl-Henrik Sundstrom
and Siv Svensson. Helle Kruse Nielsen has declined re-election.

On 26 January Swedbank issued a 5-year senior unsecured
bond for EUR 1bn with aninterest rate corresponding to the
6-month Euribor +183bp.

On 9february, Swedbank concluded an agreement to sell
its remaining retail loan portfolio in Russia with a book value,
as of 1 February 2012, of approximatley SEK 650m, in line
with Swedbank’s straategy to discontinue Retail operations
inRussia.

Board of Directors

President and CEO

Large
Retail Corporates
&lnstitutions

Swedbank’s operational structure
The bankis organised in six business areas, which are supported by Group Functions for Accounting
&Finance, Risk, Compliance, Corporate Affairs (communication, strategic marketing and community
affairs), HR, Legal Affairs, Compliance and Group Business Support, as well as the Group Executive

Committee; see also page 32.

Banking

Russia
& Ukraine*

Baltic Asset

*
Management Ektornet

*The Russia & Ukraine and Ektornet
business areas report directly to the
Chief Financial Officer within Group
Functions.

Swedbank Annual Report 2011
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Retall

Retail delivered a strong result in 2011. Work to free up time to meet with
customers and focus more on relationships than transactions continued

during the year.

PRIORITIES 2011

¢ Structured approach to the customer base
¢ Channel strategy
* More efficient processes / Competence & staffing

To promote a sustainable economy, the bank must meet high
demands on the advice it offers customers on their financial sit-
uation. Back in 2009 we adopted a clear position in the Swedish
mortgage market and demonstrated that we have a responsi-
bility to explain financial risks to customers. We have stressed
the importance of not being overly in debt and of amortising.
This has led to a lower market share in new mortgage salesin
recent years. In 2011 the work continued to focus more on rela-
tionships and customers’ needs and less on transactions and
products when meeting with customers.

Structured approach to customer base

Working in a structured waywith the broad customer

base and offering the right competence to each customer are
important. We therefore have a service promise tied to our
various offerings, so that the relationship between the bank
and the customer is built on the level of service they desire.
The Key Customer offering launched in 2010, together with
Key Customer Plus, Premium and Private Banking, provides a
complete range of services for customers in the private market.
By year-end 2011 more than a half million customers had chosen
one of these offerings. Campaigns targeting customer groups
in Private Banking and MidCorps have garnered a positive
response, while the Premium segment has added fewer customers
than expected. The addition of new hires, more training and an
expanded product offering pave the way for a further increase.

Over 60 000 customers have selected our corporate offerings,
“Better Business” or “Better Business Forestry & Agriculture”.
As the bank with the most customers, Swedbank is well-
represented in every customer segment.

More efficient processes

Animportant part of strengthening relationships with customers
isdecentralising certain decisions to the branches and thereby
strengthening the local branch’s mandate to address questions
from customers and strengthen Swedbank’s role in the
community. During the year we reviewed and gave higher
priority to the time we spend with customers, especially at
branches and through the Telephone Bank, where advisory
services are significant. Access to service at the branches is
improving as advisors are relieved of other duties thanks to the
efficiency improvements in credit processing. Central units are
being created for credit monitoring and mortgage administra-
tion. Another example is the work being done to minimise cash
handling and leave more time for personal interactions. Cash
handling decreased by 16 per cent during the year and by more
than one third in the last three years. Around a hundred branches
have stopped offering manual cash services to date, and the
process will continue in 2012. Readily available alternatives to
cash exist today in Sweden. Less cash handling is alsoin line with
Swedbank’s vision of a sustainable society, since it lessens the
environmental impact and improves security for employees and
customers.

Meeting customers in the best way

The way in which financial services are distributed in the

Swedish banking market has changed radically in the last

20-30 years. Bank branches have historically been the most
Cont.on page 22.

Key Customer Offering

Number of concepts sold, cumulative
600 000
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Better Business Offering

Number of concepts sold, cumulative
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FINANCIAL OVERVIEW

i The stronger result was mainly
due to higher interest rates during
the year.}}

Profit for the year increased by 31 per cent year-on-year, mainly
due toimproved net interest income.

Net interestincome increased by 22 per cent compared
with the previous year, primarily as a result of higher interest
rates and the repricing of loans. The repricing of mortgages
affected netinterest income positively, while the repricing of
corporate lending did not offset higher funding costs.

Net interestincome on deposits was affected positively by
higher interest rates and negatively because more customers
chose to transfer their deposits to fixed-rate accounts. Total
deposit volume increased by 5 per cent to SEK 365bn during
the year.

Household lending increased by 3 per cent to SEK 596bn
during the year. The slowdown in the housing market continued
and annual growth in Swedbank’s mortgage portfolio fell to
2 per cent (6 per centin 2010). Swedbank strengthened its share
of new lending during the fourth quarter, giving it a market share
of 26 per cent (27 per cent as of 31 December 2010). Corporate
lending volume increased by 1 per centin 2011. The bank’s market
share was 17 percent (17 per cent as of 31 December 2010).

Net commission income was in line with the previous year.
Increased income from insurance operations was offset by
weaker performance by the mutual fund operations due to the

Condensed income statement

stock market’s decline during the year.

Expensesincreased by 1 per cent during the year. During the
fourth quarter SEK 94m was expensed for staff restructurings.

Net interest income 12340 10100
Net commission income 4229 4292
Net gains and losses on financial items at fair value 201 184
Other income 1596 1627
Total income 18366 16203
Staff costs 4123 3964
Other expenses 4672 4706
Total expenses 8795 8670
Profit before impairments 9571 7533
Credit impairments 332 272
Operating profit 9239 7 261
Tax expense and non-controlling interests 2228 1960
Profit for the year attributable to:
Shareholders in Swedbank AB 6951 5301
Business volumes
SEKbn 2011 2010

Loans to the public* 894 873
Deposits from the public * 365 347
*Excluding Swedish National Debt Office and repos.
Key ratios
201 2010]
Return on allocated equity, % 286 24.0
Cost/income ratio 0.48 0.54
Credit impairment ratio, % 0.04 0.03
Customer satisfaction **

Share of satisfied private customers, % 70 70

Share of satisfied corporate customers, % 67 68
VOICE index 790 783
Full-time employees 5333 5571

** According to SCI.

Higher variable remuneration adversely affected expenses,
while the continuing work to improve efficiencies in cash handling

and internal processes contributed positively.

Creditimpairments increased during the latter part of the year
due to alimited number of corporate commitments. The levels
of credit impairments and impaired loans are still low. The share
of credit impairments was 0.19 per cent (0.18).

Share of
totalincome

D s54%

Share of Swedbank’s profit before
impairments

D 55%

RETAIL IN BRIEF

Sweden is Swedbank’s largest market,
with aver 4 million private customers and
300 000 companies ranging from small
businesses with a few employees up to
midcorps with several thousands. This
makes it Sweden’s largest bank in terms
of customers. Through the 317 branches
of Swedbank, the 254 branches of the
savings banks and a number of other
related channels such as the Telephone
Bank, the Internet Bank and the Mobile

Bank, the bank is open round the clock.
By decentralising to give branch managers
astrong mandate, Swedbank is able to
play a partin the local community. The
bank’s social engagement is exemplified
in various ways, including a project called
Young Jabs, which has created thousands
of trainee positions for young people in
recent years.

Swedbank has a leading positionin
several of Sweden's most important

market segments, including mortgage
lending and private savings.

The business area alsoincludes
Swedbank Mortgage, Swedbank Finans,
the real estate brokerage Fastighetsby-
ran, the insurance company Swedbank
Forsakring and the subsidiary bank in
Luxembourg.

For more information on Swedbank’s
market shares, see page 176.

Swedbank Annual Report 2011
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important channel to serve customers. Thanks to innovations
and new technologies, customers’ habits have changed, and

so has the role of the bank branch. From earlier innovations
such as ATMs, debit cards and telephone banking to the rapid
adventinrecent years of Internet and mobile banking, customers
can now satisfy most of their basic banking needs through
channels other than the branch. Swedbank is therefore
developing new ways to meet customers online, by telephone
and in the branches.

The Internet Bank reaches 3.4 million customers a month,
and since its launch in 2009 the Mobile Bank has added nearly
a half million users. More interactions with customers are
taking place today through the Corporate Customer Centre,

a telephone-based advisory service open from 7amto 11pm.

Through information and a differentiated pricing model,
we make it easier for customers to select the most effective
way to communicate with the bank on any type of matter.

ik Offering the right competence

to the right customer is important.
A service promise is therefore tied
to our various customer offerings. )

Employee training for old and new positions

Toensure that the right competence is available to our customers,
we staff each market to meet local needs. Employee training
for old and new positions is continuing at the same level.

Customers increase their savings

Customers are clearly choosing savings accounts over other
forms of savings in the current economy. Deposits increased in
2011, especially for fixed-rate accounts with preset maturities.
Competition for deposits from private customers was fierce
during the year and could increase further when capital and
liquidity requirements are tightened.

Other events
The new agreement with the savings banks took effect on
1]July 2011.

During the year 23 branches were consolidated into larger
units and one new branch was opened, which means that
Swedbank currently has 317 branches in Sweden.

Swedbank Annual Report 2011

ik The way in which financial services
are distributed in the Swedish
banking market has changed radically
in the last 20-30 years. Y

Priorities 2012

Measures to free up time to meet with customers and focus
more on relationships and less on transactions will continue
in 2012. Much work has been done on process and efficiency
improvements to leave more time for customers. In 2012

the customer experience will be a higher priority. We will also
continue with the customer segmentation strategy, which
provides a more structured approach to working with the
customer base.

Swedbank Férsdkring
Swedbank Forsdkring offers unit-linked insurance and other
lifeinsurance products.In May 2011 it was also authorised to
sell disability insurance, and sales started in the autumn. The
customer offering includes endowment insurance, variable
universal life insurance, private pension insurance, occupational
pension insurance, health insurance and group life insurance.
Sales are handled by Swedbank and the savings banks, where
the company’s products are part of the customer offering.
Sales volume for endowment insurance fell by 26 per cent
during the year due to lower contributions as a result of the
turbulence in the financial markets. Occupational pensions rose
by 24 per cent from the previous year. Swedbank had success
in the transfer market, with assets of SEK 1 551m transferred
toits products. Premiums paid by insurance customers during
the year amounted to approximately SEK 16.4bn, and on
31 December 2011 assets under management totalled SEK
94.5bn (99.2).

AWARDS

Inthe annual Corporate Barometer student survey conducted by
Universum, Swedbank came in 5th place when students ranked
future employers.




“The bank’s financial position
was further improved during

the year. Already today we tulfll
the proposed tfuture regulatory

requirements regarding capital
adequacy and quuidity.”

Goran Bronner
Chief Financial Officer




24 BOARD OF DIRECTORS’ REPORT - LARGE CORPORATES & INSTITUTIONS

Large Corporates & Institutions

The financial markets faced great uncertainty in 2011. Work targeted on
the new advisory model contributed to growth in customer-driven business.

PRIORITIES 2011

¢ Focus on customer relationships and advisory services

e Integration of First Securities

¢ Adapt operations and costs to prevailing market
conditions

The goal of Large Corporates & Institutions is to be the primary
provider of financial advice and capital market productstoa
selected number of large companies and financial institutions
as well as to Swedbank’s retail operations and the customers
of the Swedish savings banks. The aim is to deepen and
broaden customer relationships and thereby secure a larger
share of each customer’s business.

Continued work with customer-oriented,
advice-focused business model
Implementation of the new business model continued in 2011
in order to shift from providing financing or other individual
products to alarge number of customers toinstead being a
turnkey provider of financial services to a select number of
customers. This will be achieved through greater cooperation
with other parts of the bank, through sector-specialised
customer teams and by focusing more on business development
and follow-ups.

This has helped Swedbank to gain a larger share of its
customers’ business.

k6 The aim of the new business
model is to make us a turnkey
provider of financial services to
a select number of customers. )}

The FX/Fixed Income product area has established many

new customer relationships, thanks to which customer-driven
business has grown. At the same time the bank further
strengthened its leading position in the Swedish and Norwegian
credit bond markets. Market concerns adversely affected
income from proprietary risk management during the year, and
during the second half-year the bank decided to reduce its risk
level in fixed income and foreign exchange.

Swedbank Annual Report 2011

Since 2011 our customers have access to advice and expertise
on the Nordic and Baltic equity, derivative and capital markets.
Research operations now cover nearly 300 companies. The
general recovery in the Baltic countries has been affected by
global events, which resulted in limited customer demand for
capital and financing. At the same time demand for various
forms of financial hedges through currencies, fixed income
and commaodities has increased in these markets.

Integration of First Securities

Inthe area of Investment Banking, the integration of First
Securities continued in 2011, adding cutting-edge competence
and experience in Norwegian research, investment banking and
customer relationship management. The goal is to transform
the Norwegian operations from an advice-driven investment
bank to a full-scale commercial bank with a broad range of
financial products and services for businesses and institutions.
The integration work has been more difficult than expected,
not least because it has been carried out at the same time as the
investment banking market was undergoing major changes.

Adjusting operations and the cost base to

prevailing conditions

In connection with the turbulence and uncertainty in the financial
marketsin 2011, the investment banking market underwent
sweeping structural changes. New market conditions require
changesinroutines and, in the short term, adjustments costs
to the prevailing earnings potential. The product range has
beenleftintact, but areas where earnings potential is being
hurt by the current market are being downscaled in order to
create a profitable, sustainable and competitive organisation.

New head of the business area
Magnus Gagner Geeber took over as head of the business area
injune.

Priorities 2012

Developing cost-effective processes, optimising capital
allocation and meeting the new regulations and requirements
for the financial industry will remain priority areas. The
continuing aim is also to deepen and broaden relationships with
companies and institutions in the Nordic and Baltic financial
capital markets. In the Baltic countries, continued efforts are
being made to improve and strengthen the customer offering
by also helping to further develop local capital markets.
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FINANCIAL OVERVIEW

il Earnings for the year were
affected negatively by concerns
in the financial markets.

Profit for the year increased by 4 percent to SEK 2 408m
(2307).During the year one-off revenue of SEK 922m was
received from the US commercial real estate loans Swedbank
took over when Lehman Brothers filed for bankruptcy protec-
tioninautumn 2008. Net credit recoveries amounted to SEK

186mduring the year.

Net interestincome increased by 27 per cent compared with
2010. Large Corporates performed well during the year. The
customer centric business model that utilises greater coopera-
tion with other parts of the bank has improved the customer
offering and generated good growth. The repricing of lending
contributed positively to netinterest income during the year.

Net commission income fell by 15 per cent compared with
2010, primarily due to lower commission income from corporate

finance.

Condensed income statement

Net interest income 3586 2817
Net commission income 1664 1955
Net gains and losses on financial items at fair value 720 1446
Other income 806 88
Total income 6776 6306
Staff costs 1643 1489
Other expenses 1754 1713
Total expenses 3397 3202
Profit before impairments 3379 3104
Impairments -169 -1
Operating profit 3548 3105
Tax expense and non-controlling interests 1140 798
Profit for the year attributable to:
Shareholders in Swedbank AB 2408 2307
Business volumes

SEKbn 2011 2010
Loans to the public* 139 130
Deposits from the public* 65 74

*Excluding Swedish National Debt Office and repurchase agreements.

Net gains and losses on financial items at fair value decreased

by 50 percent compared with 2010. Earnings in fixed income
and FX declined compared with 2010, but increased during the
fourth quarter. Conditions for proprietary risk management
were difficult during the latter part of the year due to market
concerns. Areduced risk level in the fixed income and FX area
limited income from proprietary risk management.
Expensesincreased by 6 percent compared with 2010.

Key ratios

2011 2010

Return on allocated equity, % 155 138
Cost/income ratio 0.50 0.51
Credit impairment ratio, % -0.06 0.00
VOICE index 769 764
Full-time employees 1197 1229

During the fourth quarter SEK 89m was expensed for employee
restructuringsin 2012. In addition, another SEK 67min one-

off costs was recognised during the fourth quarter. Variable
staff costs decreased by SEK 102m from 2010 due to lower

risk-adjusted results.

Share of
totalincome

® 20%

Share of Swedbank’s profit before
impairments

® 20%

LARGE CORPORATES & INSTITUTIONS IN BRIEF

Large Corporates & Institutions has over-
arching responsibility for Swedbank’s
offering for large companies, financial
institutions, organisations and banks
with sales of over SEK 2 billion or complex
needs. This includes multinationals or
customers in need of advanced financing
solutions. The business area is also
responsible for delivering corporate and
capital market products to Swedbank’s
retail operations and the customers of
the Swedish savings banks.

Large Corporates and Financial Insti-
tutions utilises sector teams as strategic
advisors and business partners to the
unit’s around 450, mainly Nordic and
Baltic, customers.

Fixed Income provides trading products
for fixed income instruments, currencies,
bonds and structured products as well as
customised derivative solutions.

Investment Banking offers advice to
business owners, corporate boards and
senior managers, helping them to procure

capital and resolve structural and owner-
ship issues. It offers equity and equity-
related trading as well as analysis of the
Nordic /Baltic equity and credit markets.

Trade Finance helps to minimise
financial risks for importers and exporters
and to improve their liquidity.

The business area has around 1 200
employees in Stockholm, Gothenburg,
Malmé, Riga, Vilnius, Tallinn, Helsinki,
Oslo, Copenhagen, Moscow, Shanghai,
New York and Luxembourg.

Swedbank Annual Report 2011
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Baltic Banking

Baltic Banking continued during the year to shift to a more customer-oriented
business model based on long-term, full-service relationships. A total of 1400
advisors, customer service representatives and line managers participated in
training programmes to meet the new competence requirements.

PRIORITIES 2011

¢ Achieve a balanced customer base
* Meet new competence needs
e Improve the functionality in the electronic channels

In 2011 the focus was on developing a more customer centric
business model based on long-term, full-service relationships.
Although the strategic priorities affect the entire business
area, each country has specific goals and challenges. In Estonia,
the goal is toretain a strong market position and remain
profitable. In Latvia, the challenge is to achieve a better balance
between deposits and lending as well as win a larger share of
customers’ business. Efforts are also being made in Lithuania
to meet more of customers’ financial needs as well as promote
the use of electronic channels and reduce cash handling.

Towards a sustainable customer base

Baltic Banking has worked actively to achieve a long-term
sustainable balance in the customer base. We have shrunkin
areas where we felt we were overrepresented, while we have
strengthened our positions in specific segments in Latvia

and Lithuania by acquiring new external customer portfolios.
Through a new customer service model that reflects customer
demand for all types of banking services, we are winning a
larger share of our customers’ business.

New customer service model means

new competence needs

The new customer service model, which focuses more on
advisory services, represents a new approach and requires
different skills from the bank’s employees. In 2011, 1 400
advisors, customer service representatives and line managers
participated in training programmes to meet these new
competence needs. Measures that gradually shift decision-
making authority closer to the customer will continue.

Improved service in electronic channels

To accommodate changes in our customers’ behaviour and needs,
we have improved functionality and service in the bank’s
electronic channels. During the year, for example, a new tool for
advice and budget planning was launched in the Internet Bank.

Swedbank Annual Report 2011

Swedbank as an opinion shaper

We continued to work closely with the Estonian, Latvian and
Lithuanian governments, central banks and capital markets
during the year to promote financial stability and increase
confidence in the region. Building strong relationships with
various stakeholders in society remains a high priority.

i We continue to work closely with
the Estonian, Latvian and Lithuanian
governments, central banks and
capital markets to promote financial
stability and increase confidence

in the region. Yy

New head of the business area
Birgitte Bonnesen was appointed as head of the business area
in August.

Priorities 2012

Baltic Banking will continue next year as well to strengthen
its customer-oriented business model based on long-term,
full-service relationships. In upcoming years the bank will
review its distribution and service model to enable shift to
the next-generation banking model. This will be based on
effective electronic channels for basic banking services such
as transactions, sales and certain types of advice, thereby
allowing the branches to be used mainly to advise customers
with more complex needs. New capital requirements from
Swedish authorities will also affect the Baltic banking market.

AWARDS

Swedbank received several local as well as international awards in
the Baltic countriesin 2011.In all three countries, Swedbank was
named as the most reputable company in the financial sector and

in Estonia as the most reputable company of the country. In Global
Finance magazine’s survey on “Best Emerging Markets Banks 2011
in Central & Eastern Europe”, Swedbank’s Internet bank was named
the best Internet bankin the Baltic countries and the best bankin
Latvia and Estonia. In addition, Swedbank was named the best Bank
inEstonia and Latviain the “Euromoney Awards for Excellence 2011”".
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FINANCIAL OVERVIEW

Condensed income statement

i The result was affected positively
(sem 20112010

by net recoveries, but was charged

Net interest income 3910 3771

d AN e ] Net commission income 1454 1533
with goodwill impairment of

g p Net gains and losses on financial items at fair value 280 341

S EK l 9 1 3 m. ” Other income 532 542

Total income 6176 6187

Baltic Banking reported a profit of SEK 2 100m for 2011, St ek 1100 LolE

Other expenses 1596 1710

against aloss of SEK 7min 2010. The result was charged with

s . . Total expenses 2 696 2729
a goodwill impairment of SEK 1 913m related to Latviain : L =
g - i . I Profit before impairments 3480 3458
accor a.nce wi . e anrllua impairment test. . Impairments T9a7 54
Net interestincome increased by 9 per cent in local currency T e Z1002 3363
compared with 2010. Lower costs for deposits and higher Euribor Operating profit 2535 _189
rates had a positive effect on netinterest income in the first Tax expense and non-contralling interests 435 _182
half-year, while lower lending volumes affected net interest Profit for the year attributable to:
income negativewl Shareholders in Swedbank AB 2100 -7
Lending volumes decreased by 8 per cent in local currency
. . . Busi |
compared with year-end 2010. This was mainly due to usiness volumes
amortisations and limited new loan demand. Swedbank’s SEKEN 20T 2010
irx
market share in lending decreased during the year to 27 per IE_)oanslto ;he pusl'c - 1;3 132
eposits from the public
cent as of 30 November (29 per cent as of 31 December 2010). P : - P : :
. . . *Excluding Swedish National Debt Office and repurchase agreements.
Depositsincreased by 6 per cent inlocal currency in 2011.
The positive trend is evident in all three Baltic countries, Key ratios
although growth was higher in Estonia and Lithuania than in - 11  2010|
Latvia. Swedbank’s market share for deposits rose to 29 per Return on allocated equity, % 8.0 -00
cent as of 30 November (27 per cent as of 31 December 2010). Cost/income ratio 0.44 0.44
Net commission income was stable in local currency Credit impairment ratio, % -076 205
compared with 2010. Excluding penalties of EUR 4m (SEK 35m) Customer satisfaction **
related to card feesin Latviain the first quarter, the increase ERETEIE G S 65 o
. ) Corporate index, Estonia 6.9 6.1
was 3 per cent year-on-year in local currency. The increase = :
inlv dri by high o £ t Private index, Latvia 6.7 6.2
was mainly driven igher commission income from paymen
. v yhig pay Corporate index, Latvia 7.1 5.3
SENSE i ) Private index, Lithuania*** 54 49
Expensesincreased by 5 per centin local currency from the Corporate index, Lithuania*** 64 59
previous year, One-off staff restructuring costs raised staff VOICE index 839 831
costs by SEK 21min the fourth quarter. The increase was Full-time employees 5221 5416

otherwise primarily due to variable staff costs as well as higher
marketing and IT expenses, while consulting costs decreased.

Net recoveries for 2011 amounted to SEK 1 002m, compared
with SEK 3 363m in credit impairmentsin 2010. The recoveries
in 2011 came mainly from the corporate portfoliosin Latvia
and Lithuania.

**Source: TRIM index. Scale 1-10, where 10is highest score.
***Scale 1-100.

Share of Share of Swedbank’s profit
total income before impairments
Estonia 7% Estonia 10%
V% Latvia 5% 'A Latvia 6%
Lithuania 5% Lithuania 6%

BALTIC BANKING IN BRIEF

Baltic Banking offers a broad range of
products and banking services, including
lifeinsurance and leasing in Estonia,
Latviaand Lithuania. The Baltic operations
have about 5.7 million private and
corporate customers and offer services
through an extensive retail network

comprising 206 branches as well as the
Telephone Bank and the Internet Bank.

Swedbank holds leading positions
in several key segments of the Baltic

markets, with its largest share in Estonia.

One aim of the bank’s social engage-
ment is to increase financial literacy.

This is done through the project “Teach
First,” whose goal is to raise the quality
of educationin socially vulnerable areas.

For more information on
Baltic Banking’s market shares,
see page 176.

Swedbank Annual Report 2011
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Asset Management

Macroeconomic uncertainty is increasing the need for clarity, transparency
and alternative investments. We are meeting this through, among other
things an increased presence and activity in the market.

Increased sales and customer focus
Despiteincreased efforts and a competitive return, Swedbank
continued to lose its market share of new salesin 2011. During
the year we intensified the cooperation with Swedbank Private
Banking. This has resulted in three new investment portfolios

with different levels of risk, expressed in terms of maximum
equity exposure: Safe, with a maximum of 50 per cent; Core,

* More distinctive product offering and increased
customer value
¢ Increased sales and customer focus

Swedbank Robur’s goal is to continue to add value to its with a maximum of 75 per cent; and Edge, where 100 per cent
customer offering. The aim is to strengthen its position as a of capital can be invested in equities. Launched in May, the
leader with current customers and increase growth in new portfolios now have SEK 1.7bn in assets under management.
assets under management. Higher customer value is achieved Institutional investors are increasing their demands and
through strong relationships, increased transparency and want products designed specifically for their needs. During the
attractive solutions, where active management based on year anew unit was therefore created to devise more customer-
fundamental analysis, careful monitoring and risk control are oriented investment solutions e.g. alternative investments.
important cornerstones. This will lead to the highest possible
return at areasonable risk. Growth will be achieved through Priorities 2012
increased sales activities among existing customers and by Measures to simplify the product range and further improve the
adding new customers in Swedbank’s home markets and new management process will continue. In 2012 more teams will be
geographical markets in Northern Europe. separated into active and passive management, fund mergers
will continue and more information will be provided on the range
14 During the year 3 new Uﬂit was ofavailalblefunds.Effortst‘o‘increa‘se salelsand the custorTler
focus will be further intensified by improving methodologies
formed to facilitate more customer- and increasing Swedbank Robur's presence and activity in the

market. The goal is higher sales and customer loyalty.

oriented solutions and investment

produes Toronren

More distinctive offering and greater customer value During the year the head of sustainability analysis at Swedbank
New EU rules in place since mid-2011 have simplified fund Robur was awarded the Chartered Financial Analysts’ (CFA)

. . - . prize for the person who has meant the most toraising awareness
mergers. This helps us in our ambitions to streamline the product about social, enviranmental and corporate governance issue.
range with fewer overlapping funds. During the year 8 0of 130 As aresult of large donations by its charity funds, Swedbank
funds were merged. The goal is to reduce the number of funds Robur was named the Leading Charity Fund Provider in Europe

in May. The prize ceremony was arranged by the company Axylia

by around 30 per cent. Conceil in cooperation with Morningstar in France. Since Swedbank

The measures begun in 2010 to more clearly distinguish Robur established its charity funds in 1980, over SEK 800m has
between active and passive management continued during the been donated.
year. The aim of active management is to generate a higher Read more about social engagement on page 44-45.

return after fees than a given comparative index. The goal of
passive management is to performin line with the underlying
market. The actively managed funds have begun to show
positive results, although the measurement period is still short.
At the end of 2011, nearly half of the teams were working with
the improved management process.

Swedbank Annual Report 2011
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FINANCIAL OVERVIEW

Condensed income statement

Net interest income -17

i Weak market development
affected total assets under manage-

d Net commission income 1560 1592
ment, which were lower compared : — .
Net gains and losses on financial items at fair value -9 9
\/\/|th 2010” Other income 16 24
Total income 1567 1608
Profit for the year amounted to SEK 521m, a decrease of 9 per St ek 438 e
. Other expenses 402 416
cent from the previous year. Total 340 a56
q otal expenses
The total gross inflow to Swedbank Robur was SEK 118.5bn, : £ —
. . . . Profit before impairments 727 752
while the net flow was SEK -2.4bn. The biggest inflow was in -
) ) . Impairments 30
mixed fun.dsipn.marlly from PPM. . . Operating profit 697 752
Commission income decreased compared with the previous Tax expense and non-controlling interests 176 177
year mainly due to the weak market during the second half of Profit for the year attributable to:
2011, which resulted in lower average assets under management Shareholders in Swedbank AB 521 575
thanin 2010. The shift away from equity to fixed income funds
affectsincome negatively as well. Income from institutional Market data
asset management excluding Swedbank Robur’s funds amounted SEKbn 2011 2010
to SEK 140m, an increase compared with the previous year. Net fund contributions, Sweden - -4
Expenses decreased by 2 per cent compared with the previous Market share, net fund contributions, Sweden, % neg. I1CE;
. Total assets under management,
year. During thefour.th quarter SEK 16m was expensed for e T e 217 736
employee restructuring.
Total assets under management at the end of the period Key ratios
amounted to SEK 717bn, compared with SEKC 73500 at the oo
beginning of the year. The market share in Sweden measured Return on allocated equity, % 279 266
as assets under management was 23.6 per cent (23.6). s Tne FEE 0.54 053
During the year Swedbank Robur received a number of VOICE index 700 us.
recognitions, including four nominations in three categories Full-time employees 286 313
for best risk-adjusted return from Lipper. The US rating firm
Citywire named Swedbank Robur’s America Fund one of 20
best US funds among 500 funds in Europe, and in its latest Share of Share of Swedbank’s profit before
three-year ranking the Swedbank Robur Eastern Europe Fund totayl income imp;irme"ts
was number one among a total of 74 Eastern European funds.
& P 5% 5%

ASSET MANAGEMENT IN BRIEF

Asset Management consists of Swedbank
Robur, a wholly owned subsidiary of
Swedbank. Formed in 1967, it is one of
the oldest fund management companies
in Sweden. Asset Management is rep-
resented in Swedbank’s home markets
and offers over 130 funds, discretionary
asset management and pension manage-
ment. The four million customers inits
home marketsinclude private customers,
companies, institutions, municipalities,

county councils, foundations and insur-
ance companies.

We are deeply committed to sustain-
ability issues and are the Swedish leader
in socially responsible investments. The
goalis to find responsible industry leaders
in environmental work and issues involving
human rights and social responsibility.
At year-end assets under management
with some form of sustainability criteria
amounted to SEK 275bn.

Anotherimportant part of the invest-
ment process is corporate governance,
where we, through our large ownership
interests, have considerable responsibil-
ity and place rigorous demands on the
companies we invest in. Ethical and envi-
ronmental issues are important aspects
in this respect.

Swedbank Robur has received environ-
mental certification and signed the UN’s
Principles for Responsible Investments.

Swedbank Annual Report 2011
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Russia & Ukraine

Swedbank has continued to concentrate its operations in Russia and Ukraine

and is in the process of exiting the retail segment in both countries. At the

same time the work with loan restructurings continued.

Change in focus in Russia to support corporate

customers in the bank’s home markets

Implementation of the decision to transition from a full-service
bank to primarily supporting Swedbank’s corporate customers
from its home markets was a priority during the year. All the
branches have been closed with the exception of one in Moscow
and one in St. Petersburg. The accounts of private customers
are being closed as the products mature, and private customer-
loan portfolios are gradually being sold off. To adapt costs to
the new, more focused strategy, the number of employees was
reduced from 284 to 174.

Swedbank exits retail segment in Ukraine

Inautumn 2011 Swedbank decided to exit the private customer
segment in Ukraine and focus exclusively on the corporate
segment. The new strategy will be implemented over a two-
year period, during which time existing retail operations will
gradually be closed down and the number of branches will be
reduced from 84 to 10. During the year 33 branches were closed.

Financial analysis

The improved resultin 2011 was primarily due to credit quality
stabilisation and cost-cutting. The positive impact on net
interestincome from the restructuring of impaired loans was
offset by rapid amortisation of the performing part of the

loan portfolio, which has not been replaced with new lending.
The loan portfoliosin local currency decreased from the
beginning of the year by 26 per cent in Ukraine and by 19 per
cent in Russia. Net commission income remained at a low level
as aresult of slow business activity. Lower total expenses were
the result of a continued cost focus. Credit quality was stable
during the year and the volume of impaired loans decreased by
33 per cent. Net recoveries of SEK 1 038m were primarily due
to successful restructuring of the impaired corporate portfolio.

Priorities 2012

The ongoing change in operational focus will continue in 2012
as well. In Russia, implementation of the new strategy is being
completed. In Ukraine, the focus in 2012 will be on closing the
majority of the branches and moving the remaining business
operations to regional centres. The work of the FR&R teams to
restructure loans and recover debts will remain a top priority.

Swedbank Annual Report 2011

Condensed income statement

FINANCIAL OVERVIEW

Net interest income 566 638
Net commission income 60 81
Net gains and losses on financial items at fair value 42 -71
Other income 41 32
Total income 709 680
Staff costs 333 368
Other expenses 372 503
Total expenses 705 871
Profit before impairments 4 -191
Impairments 14 268
Credit impairments, net -1038 -859
Operating profit 1028 400
Tax expense and non-controlling interests 27 -19
Profit for the year attributable to:
Shareholders in Swedbank AB 1001 419
Business volumes
Loans to the public* 10 13
Deposits from the public* 2 3
*Excluding Swedish National Debt Office and repurchase agreements.
Key ratios
Return on allocated equity, % 304 110
Cost/income ratio 0.99 1.28
Credit impairment ratio, % -6.87 -4.35
VOICE index 786 718
Full-time employees 1214 1847
Share of Share of Swedbank’s profit before

totalincome

impairments

2% 0%




Ektornet
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Ektornet manages and develops Swedbank’s repossessed properties to recover
as much value as possible. The takeover phase is expected to be largely
completed in 2012. Greater focus is now being placed on sales activities.

Ektornet was officially formedin 2009 and operates as an
independent business area within Swedbank. It manages and
develops the Group’s repossessed assets in order to recover as
much value as possible and reduce costs, thereby protecting
the bank’s receivables and minimising impairment losses. This is

Condensed income statement

FINANCIAL OVERVIEW

) Net interest income -62 -21
done through development and other value-creating measures. ——
A t of the bank, Ektornet operates under different conditions Net commission Income
Sparto : ’ P ) Net gains and losses on financial items at fair value 163 31
thanan ordinary real estate company. Its properties must be i e 506 108
sold at latest as soon as it is possible without a loss. If a property Total income 607 118
is not sold within three years of acquisition, special authorisation Staff costs 106 74
must be obtained from the Swedish Financial Supervisory Other expenses 444 196
Authority to maintain the holding. Ektornet has a close Total expenses 550 270
collaboration with the bank’s FR&R teams and has an advisory Profit before impairments 57 -152
role in the bank onissues involving reconstructions, among Impairments 126 85
other things. Operating profit -69 -237
Tax expense, non-controlling interests and
p les b in 2011 discontinued operations 49 -25
roperty Is'a esbesan Im ) ) Profit for the year attributable to:
The focus in 2011 remained on taking over properties and Shareholders in Swedbank AB 118 -212
starting the sales processes. During the year properties were
repossessed for SEK 3441m (2 574) and sold for SEK571m. The Total repossessed properties
book value of repossessed properties was SEK'5 712m (2 872)
at year-end. Furthermore, there are shares in an apartment Latvia 1721 851
project in USA with a book value of SEK60m (183) as well as a USA 1415 122
shareholding of SEK 47m (-) which has been taken over. Finland 709 765
Estonia 569 469
Financial analysis Lithuania 448 205
Income increased by 414 per cent during the year to SEK 607m. Ukraine 443 L
. . . . Sweden 305 270
Otherincome includes capital gains from property sales of N 102 16
L orway
SEK 173m(3)land operating income ofSEIK 323m(99). Total 5712 BT
Expensesincreased by 104 per cent during the year to
SEK'550m. Included in other expenses are direct property and Key ratios
hotel expenses of SEK 262m (114). Total impairment losses of
SEK 126m (85) were charged against the result for the year. Vacancy rate (AS 40), % 42 50
Any surplus values are not recognised, however. Full-time employees 216 150

Priorities 2012
The takeover phase is expected to be largely completed in

Ektornet's property portfolio, December 2011

the next 12 months, with the largest share in Latvia. By 2013 it 15328 _

is estimated that assets valued at a total of SEK 10bn will have 1400 0

been taken over, about half of which in the Baltic countries. 1050

In 2012 the work will transition more to development and e

management of existing holdings. Greater focus will also be 250 _ B .

placed onsales activities. In properties with high vacancies,

the emphasis will be on renting out the vacant space. — o

Latvia USA Finland Estonia Ukraine Lithuania Sweden Norway

I Other, including hotels Residential properties
Commercial properties Land
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Group Functions

During the year the Group Functions continued to build up Group-wide
structures. Going forward the focus will shift more to efficiency work.

The Group Functions operate across the business areas and
serve as strategic and administrative support for them. The
Group Functions are Group Finance, Risk, Compliance, Corporate
Affairs (communication, strategic marketing and community
relations), HR, Legal and Group Business Support. The Group
Executive Committee is also included in Group Functions.

Group Business Support (GBS)

Group Business Support (GBS) encompasses the Swedbank
Group's business support units. Its purpose is to provide efficient
support and free up the business areas, giving them mare time
to focus on customer relations.

GBS was established in 2010 and will gradually be built
up and developed over the next two years. At the same time
efficiency improvements will be realised. In 2011 senior manage-
ment was recruited and the organisation gradually began to
work as a single unit across Swedbank’s home markets. As of
31 December 2011 the function consisted of 2 304 employees
in Sweden, Estonia, Latvia and Lithuania.

Group IT manages all of Swedbank’s IT operations and develop-
ment. It also provides services to many of the savings banks.
The present organisation was formed in 2009 and has around

Swedbank will be moving its head office, currently located in
central Stockholm, to new facilities in Sundbyberg, just outside
the city. The new head office will be designed specifically for
the bank’s needs, and the move is scheduled for year-end 2013.
The new facilities will significantly reduce costs compared with
the current solution in central Stockholm.

Swedbank Annual Report 2011

1600 employees. Group IT worked with many projects during
the year, including the consolidation and development of
computer centres, which is scheduled to for completionin
mid-2014. In the first stage a new computer centre was
established and one of the older centres was transferred there.
This programme also includes modernisation of the IT
infrastructure in Sweden. Stringent accessibility requirements
were metin2011.

Group Products (GP) comprises the product units for large
parts of Swedbank. The goalis to cost-effectively supply the
business units with high-quality products.

GP currently consists of four units: Group Cards, Group
Payments & Cash Management, Transfer Agency and Mobile
Payments (established 1 October). In 2012 parts of Customer
Offerings & Products will be transferred to Group Products
from Retail, along with parts of the Baltic Business Development
Division from Baltic Banking.

Transfer Agency (which will be part of the Investor Services
unit) was transferred operationally to Group Products on 1 July
2011 Inthe first quarter of 2012 the units Group Insurance,

Group Lending and Group Trade Finance will be transferred to GP.

In 2012 parts of Group Savings will also be transferred to
GP and Investor Services will continue to be established.

Architect: 3XN



BOARD OF DIRECTORS’ REPORT- GROUP FUNCTIONS 3 3

FINANCIAL OVERVIEW

il Expenses for state guaranteed
funding fell in 2011 and will be
further reduced in 2012.%

Income for the Group Functions consists primarily of net
interestincome and net gains and losses on financial items at
fair value attributable to Group Treasury as well as other
income attributable to Group Business Support. The expenses
are mainly attributable to Group Business Support.

Group Treasury reported net interest income of SEK -1 145m
for 2011 (-932). Net interest income was affected primarily by
the internal pricing of liquidity, though also by the fees for state
guaranteed funding, which the bank decided not to allocate to
the business areas. Expenses for state guaranteed funding will
decrease in 2012. Over time Group Treasury is expected to
report net interest income of nearly nil. Since internal interest
rates at any given time may not fully reflect the Group’s funding
costs, netinterestincome will fluctuate. During the latter part
of 2011 net interest income was affected negatively because
Group Treasury maintained a larger liquidity reserve to offset
maturing state guaranteed funding during the period December
2011 to April 2012. Expenses for state guaranteed funding
amounted to SEK 1 163m for 2011. During the fourth quarter
net interest income was charged with SEK 57m for correction
of anaccrualerror.

Net gains and losses on financial items at fair value amounted
to SEK 187m (463). Over time Group Treasury is expected to
report net gains and losses on financial items of around 0.
There could be significant volatility between quarters, however,
mainly due to changes in value not reflected in hedge accounting.

Total expenses for Group Functions increased by 3 per cent
from the previous year to SEK'5115m (4 984). Employee
restructuring expenses of SEK 112m were recognised in 2011.
Group Functions comprises 2 820 full-time positions. GBS is the
largest function in terms of expenses and number of employees.

Condensed income statement

Net interest income -1207 -942
Net commission income -62 31
Net gains and losses on financial items at fair value 187 460
Other income 4625 4333
Total income 3543 3882
Staff costs 2184 2046
Other expenses 2931 2938
Total expenses 5115 4984
Profit before impairments -1572 -1102
Impairments -17 35
Operating profit -1555 -1137
Tax expense and non-controlling interests -436 -198
Profit for the year attributable to:

Shareholders in Swedbank AB -1119 -939
Key ratios
201 2010]
VOICE index, Group Business Support 780 753
VOICE index, excl Group Business Support 786 770
Full-time employees 2820 2698

**According to SKI.

Expenses for GBS amounted to SEK4 025m (3 837), the large

part of which was in Group IT, followed by Group Products and
Group Shared Services. Expenses within GBS mainly consist of
staff costs and IT expenses for maintenance and development.

Expenses within Group Treasury mainly consist of staff
costsand IT expenses. Total expenses amounted to SEK 298m
for the full-year 2011 (175).

Other Group Functions reported total expenses of SEK 1 316m
in 2011 (1 186). The Group Finance, Risk and Corporate Affairs
functions account for a majority of the expenses and employees.

Expenses within Group Functions are transferred at full
cost-based internal prices to the other business areas, with the
exception of expenses for the Group Executive Management.

GROUP FUNCTIONS IN BRIEF

The Group Functions operate across the
business areas and serve as strategic and
administrative support for them. The
Group Functions are Group Finance, Risk,
Compliance, Corporate Affairs (commu-
nication, strategic marketing and com-

munity relations), HR, Legal and Group
Business Support. The Group Executive
Committeeis also included in Group Func-
tions. Among the tasks of Group Func-
tionsis to capitalise on economies of
scale in the bank’s business operations,

develop Group-level guidelines and pro-
cesses, and compile, analyse and provide
information to the CEO and the Board
of Directors. Group Functions comprises
2 820 full-time positions.

Swedbank Annual Report 2011
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Group Shared Services (GSS) provides sustainable, cost-
effective services to Swedbank’s business units. The current
focusis onincreasing efficiency. To do so, the best solutions
for cross-border operations are being analysed.

In 2011 GSS supervised the construction of Swedbank’s
new head office in Sundbyberg. GSS also comprises Swedbank’s
centralised purchasing function. During the year it completed
several major procurements, which are expected to lead to
significant savings in the years ahead.

In 2012 the focus will be on bringing in more functions to
GSS, mainly from Swedish Retail, as well as on continuing the
extensive work with Swedbank’s new head office.

(6 GBS was established in 2010

and will gradually be built up and
developed over the next two years.
At the same time efficiency
improvements will be realised. )

Group Transformation (GT) is a centre of competence that is
developing a more structured, proactive approach to continuous
improvements and working on extensive changes to operations
and processes. GT also helps the various business units with
their quality work in order toincrease long-term customer
satisfaction and loyalty. GT was established as a strategic
initiative to make Swedbank a more efficient organisation across
business areas and countries.

During the year GT worked on improvements to how the
bank handles customer opinions and complaints. In 2012 it will
work on, among other things, an extensive project involving
coordinated purchasing routines.

Group Treasury

Group Treasury, is part of Group Finance, and its primary aim

is to ensure that the Group has sufficient liquidity to meet its
payment commitments. This is achieved through capital market
funding, among other things. In addition, it sets internal interest
rates, which are based on the bank’s funding costs, as a basis for
the business areas. Group Treasury also manages and finances
the Group’s liquidity reserve, handles its liquidity planning,
evaluates capital needs and prepares proposals for future
capitalisation.

Swedbank Annual Report 2011

Liquidity was in focus during the year, and proactive
measures in the area of funding have strengthened the bank’s
liquidity position. Upcoming maturities have been refinanced
in advance and the bank’s liquidity reserve has been further
expanded. A number of new requirements here as well asin terms
of capital have been announced by domestic and international
authorities. Moreover, reporting requirements from various
authorities have beenincreased significantly. The tighter
requirements and frequency of reporting required additional
resources and necessitated a detailed analysis of the Group’s
commitments. The reporting frequency is expected to remain
intense in the years ahead, since many of the proposals are still
not definite.

During the year ratings agencies also published a number
of new criteria that in some cases have led to additional work.
Annual rating meetings have been held with every ratings
agency, where Group Treasury and the bank’s executive
management further discussed the bank’s strategy mainly
with regard to capital, liquidity and funding but also in terms
of the quality of its assets.

In connection with the preparation of the year’s funding
plan, all existing funding programmes were reviewed. As a
result,a new programme was established for covered bond
issues that targets US investors.

Investor relations work has continued with a focus on
expanding the investor base in Europe, the US and Asia. This
work will continuein 2012.

Other Group Functions

The other Group Functions are Group Finance, Risk, Compliance,
Corporate Affairs (communication, strategic marketing and
community relations), HR and Legal. The Group Executive
Committee and Internal Audit are included as well. The number
of full-time positions was 452 (433).

In 2011 Group Functions continued to work with integra-
tion to further strengthen strategic and administrative
support in the bank’s four home markets.

Moreover, authorities, investors and customers have been
demanding more detailed and transparent reporting of the
bank’s risks and financial position. This also places greater
demands on Group Functions in their work to support the
business areas as well as when it comes to analysing and
reporting information to the CEQ, the Group Executive
Committee and the Board of Directors.
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Low risk and good control

Preventing and managing risk is central to Swedbank’s operations.
Risk management begins with our business operations - in meetings
with customers, for example - and encompasses every employee.

All financial operations entail risk, and managing them well is
critical. A strong common risk culture within the Group, with
decision-making and responsibility close to the customer,
serves as the foundation for efficient risk management and, by
extension, a strong risk-adjusted return.

Swedbank will maintain a low risk profile from both a capital
and liquidity perspective. Swedbank’s long-term risk profile will
be managed so that the effect of an extremely negative but
possible scenario, as determined in Swedbank’s internal capital
assessment process, does not reduce the core Tier 1 capital
ratio by more than three percentage points. If the assessment
processindicates animpact of over three percentage points,
measures will be taken to reduce the Group’s risk taking.

The vast majority of Swedbank’s credit risk exposure is in
Sweden in the form of low-risk mortgages. A favourable risk
distribution is achieved through a broad customer base among
private individuals and companies in many different industries.

Swedbank’s market funding is designed, as far as possible,
to match assets of corresponding maturity and to maintaina
sustainable balance between lending and deposits in all markets
where the bank s active.

Swedbank’s risk management
builds on three lines of defence

Swedbank’s risk management is built on three lines of defence and
a sophisticated risk process. The Board of Directors’ Enterprise
Risk Management (ERM) policy details the risk framework, as
well as risk management roles and responsibilities. In addition,
as protection against unforeseen losses, Swedbank maintains
a capital buffer. The ERM policy also includes guidelines on the
size of this buffer based on the level of risk currently being
taken by the bank.

Three levels of risk management

Business Risk and control Internal
operations functions audit

Firstline Second line Third line

of defence: of defence: of defence:
Risk managementby  Independentrisk Internal audit
business operations controland compliance

First line of defence - risk management by operations
Swedbank’s business units and subsidiaries bear full respon-
sibility for the risks that arise in their operations. Branch
employees are the closest to customers and therefore know
the customer and specific market best. Personal interaction
creates an opportunity to provide advice on the customer’s
overall financial situation. As a responsible financial partner,
itisinourinterest that our customers do not take unnecessarily
high risks. Their cash flow, solidity and collateral are always
the decisive factorsin the loan approval process.

By delegating responsibility, the organisation can more
quickly respond if problems arise. Clear procedures and processes
arein place to approve, review and manage credits if a borrower
incurs payment problems. The Group’s special units for problem
loans work with individual companies that have encountered,
or are considered at risk of encountering, financial problems, in
order to find a solution that helps the customer and mitigates
Swedbank’s risk as early as possible.

Risk management is based on clear targets, strategies, palicies
and guidelines that explain how the bank operates in various
respects, an efficient operating structure and a simple, clear
reporting structure. Standardised risk classification tools arein
place to support the lending process.

Second line of defence - Independent risk control
The Group’s risk control, which is organised under the Chief
Risk Officer (CRQO), comprises a number of specialised units.

The risk organisation is responsible for identification, quan-
tification, analysis and reporting of all risks. Each risk function
conducts regular analyses of how external and socioeconomic
events mightimpact the Group.

These functions are independent from the business opera-
tions. They uphold principles and frameworks for risk manage-
ment to facilitate risk assessments. The credit risk function
alsoissues internal regulations, such as cash flow and collateral
requirements for customers as well as mandate structures for
credit decisions within the organisation. For loans that exceed
certain levels, the decisions are taken in credit committees to
create aduality with the business operations. These committees
are headed by a representative of the credit risk function. They
also promote a sound risk culture by supporting and training
employeesin the business areas.

Each large business unit has compliance and operational
risk functions that identify, control and report operational and
compliance risks and help management to manage them.

Swedbank Annual Report 2011
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Third line of defence - Independent audit

Internal Audit, an independent review function directly
subordinate to the Board of Directors, conducts risk-based,
policy-driven reviews of the first and second lines of defence.
Internal Audit’s purpose is to create operating improvements
by evaluating Swedbank’s risk management, governance and
internal control.

Swedbank’s risk profile

Swedbank defines risk as a potentially negative impact on the
Group’s value which can arise due to current internal processes
or future internal or external events. The concept of risk includes
the probability that an event will occur and the impact it could
have on the Group’s results, equity or value.

Risk Description

Credit risk Therisk thata counterparty, or obligor, fails to meet
contractual obligations to Swedbank and the risk that
collateral will not cover the claim.

Market risk Therisk that changesin risk factorsin financial
markets, such as interest rates, exchange rates and
share prices, will reduce the Group’s results, equity

orvalue.

Liquidity Therisk that Swedbank cannot fulfil its payment
risk commitments on any given due date without
significantly raising the cost of obtaining means of
payment.

Operational | Therisk of lossesresulting from inadequate or
risk failed internal processes or routines, human error,
incorrect systems or external events.

Other risks Includes earnings volatility risk, insurance risk,
pension risk, strategic risk, reputational risk and

security risk.

Credit risk is Swedbank’s predominant risk

For Swedbank, whose customer base mainly consists of private
individuals and small and medium-sized companies, credit risk is
the predominant risk. Credit risks can be found on the asset side
of the balance sheet, mainly in the form of lending to customers,
but also outside the balance sheet in the form of loan commit-
ments to customers and guarantees, which could entail
increased future credit risk.

Swedbank’s lending to the public largely consists of mortgages
in Sweden, with very low risk. They are primarily financed
through borrowing from the capital market in the form of covered
bonds. Corporate lending is dominated by small and medium-sized
companies in Sweden and is mainly financed through funds
deposited by the public. The level of risk here is somewhat higher,
though still relatively low. The risk in lending to the Baltic
countries, Russia and Ukraine is also higher, but differs between
the countries. Estonia, which joined the eurozone in 2011, has
recovered the fastest of the Baltic countries and is considered
to have a lower risk profile than Latvia and Lithuania. The ratio
of deposits to lending in the Baltic countries increased during
the year. Therisk level in Russia and Ukraine is considered to be
higher than in the Baltic countries, but the operations there
have gradually been reduced.
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Majority of market risks are of a structural

or strategic nature

Swedbank’s market risks are generally considered low. The main
market risks are of a structural or strategic nature and primarily
relate tointerest rate risk in financing operations and to currency
risk tied to Swedbank’s holdings in the Baltic countries, Russia
and Ukraine. Market risks also arise in the financial products
Swedbank offers to meet customer needs. Interest rate risk,
relatively speaking the greatest market risk, arises as a natural
element on both the asset and liability sides of Swedbank’s
balance sheet through, for example, customer demand for
different fixed interest terms on deposits and loans. We
centralises all interest rate risk to a limited number of business
units for the purpose of managing this risk efficiently, partly
by matching maturities and partly using derivatives.

Swedbank - simplified balance sheet

SEKbn
1800

1600 —

Other assets

Other liabilities

1400 —

1200 —

Lending Baltic countries,
Russia, Ukraine

1000

Deposits Baltic Countries,
Russia, Ukraine

800

600

400

200

Liabilities

Assets

Swedbank’s lending to the public consists largely of residential mortgages in Sweden,
with very low risk. They are primarily financed through borrowing from the capital
market in the form of covered bonds. Corporate lending is dominated by small and
medium-sized companies in Sweden and is mainly financed through funds deposited
by the public. The level of risk here is somewhat higher, though still relatively low.
Theriskin the lending to the Baltic countries, Russia and Ukraine is also higher, but
differs between countries.



Access to long-term financing is key to managing

liquidity risk

Liquidity risks arise because the maturity structures on the
asset and liability sides of the balance sheet do not coincide,
since lending is generally longer than deposits. Access to long-
term financing is imperative in order to adequately manage
liquidity risk. Swedbank has therefore established well-diversified
funding through a number of short- and long-term programmes
inseveral different capital markets. Other than borrowings
from the public, Swedbank’s covered bonds, which are secured
by low-risk Swedish mortgage loans, are the Group’s most
important financing source. In addition, a liquidity reserve
consisting of securities with a high level of creditworthiness
can be pledged to central banks or divested at very short notice.
The financial crisis underscored the importance of liguidity
management and financing strategy and that the public view
of the level of risk in the credit portfolio has a major influence
on a bank’s ability to finance itself.

Continuous work with operational risks

Swedbank works with operational risks on an ongoing basis
toimprove processes and security. The methods employed to
identify operational risks and follow up action plans are adapted
to Swedbank’s needs and meet the supervisory authority’s
requirements.

Development 2011

Despite uncertain market conditions in 2011, Swedbankis not yet
seeing a major impact onits income statement and balance sheet.

Decreasing credit risk

In 2011 Swedbank’s credit and asset quality further improved and
measures to reduce Swedbank’s risks continued in selected areas.
Lending in the Baltic countries, Russia and Ukraine decreased.
Corporate lending in Sweden rose, mainly to large companies
during the latter part of the year. Growth was distributed
between various industrial sectors. Lending to private individuals
in Sweden increased as well, but at a slower pace than before.

Arestrictive approach to mortgage lending in Sweden is
one reason for the slowdown in Swedbank’s growth in 2011,
Therestrictive credit policy goes beyond the mortgage cap
introduced by the Swedish Financial Supervisory Authority.
For example, the interest expense a household must be able
to affordrelative to currentinterest rates and the amorti-
sation requirements on second mortgages have both been
raised. Nearly two thirds of household customers of the Retail
business area amortise their first mortgages. For new lending
in 2011, 95 percent of households with a loan-to-value ratio of
over 75 percent of their property’s value are amortising.

In Sweden, credit worthiness improved for Swedbank’s cor-
porate customers during the year. In the Baltic countries credit
worthiness also improved among companies, after having
stabilised in late 2010.
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Strong resiliency in Swedish mortgage portfolio
Swedbank has conducted a number of internal stress tests

and reviews of the credit portfolioin order to be proactive inits
risk management. In Retail and Large Corporates & Institutions,
reviews were conducted of large loan commitments to assess
risk levels and start a dialogue with customers at an early stage
regardomg what measures to take. The review were carried
outinsectors that are considered especially sensitive toan
economic downturn.

The Swedish mortgage portfolio showed strong resiliency

inthe new stress test. At the same time the reviews of the
Latvian and Ukrainian mortgage portfolios resulted in a number
of measures, as well as additional provisions, which were charged
against profit for the year. Swedbank has also conducted
special reviews of exposures and limits to banks and financial
companies active in, or with large exposures to, Greece,
Ireland, Italy, Portugal and Spain (GIIPS). These reviews also
indicated a low risk exposure, but resulted in a reassessment
of the limit structure.

The decrease inimpaired loans continued in 2011 in all three

Baltic countries as well as Russia and Ukraine due to amortisa-
tions by customers, restructurings and write-offs. The trend
has been clear since the second half of 2010. As aresult of its
improved credit quality, Swedbank has reduced staffing on the
Financial Restructuring & Recovery (FR&R) teams.

In Baltic Banking, especially in Latvia and Lithuania, as well

asin Russia and Ukraine, net recoveries were reported for the
second consecutive year. This was due to a further improve-
ment in macroeconomic conditions as well as active work with
problem loans. The Swedish operations continued to improve
their credit quality, with net recoveries in Large Corporates &
Institutions as well. Impaired loans and credit impairments in
Retail remained very low.

In 2011 Swedbank continued to improve its management

of the credit portfolio. The levels of total risk-taking within the
bank are determined in relation to Swedbank’s risk appetite.
Strategies for different segments have been further delineated,
and monitoring systems were further developed during the
year. Additional measures to improve credit quality have included
aconcentrated effort involving risk-weighted assets as well as
a continued focus on risk-adjusted return on capital (RAROC).

In 2011 additional work was done to harmonise Group-wide

rules and work processes in the bank. Animportant element
has beenimplementing the duality principle, in the Baltic
countries, which means that no one acting alone can conduct
aroutine or administer a case without control or supervision,
in the Baltic countries.

Decreasing funding activity incoming years

Despite volatile markets in 2011, Swedbank has continued
to see strong demand from debt investors domestically and
internationally.

In 2011 Swedbankissued a total of SEK 254bnin long-term

debt, to offset maturing government guaranteed funding and
to continue to build up its liquidity reserve. In the process the

Swedbank Annual Report 2011



3 8 BOARD OF DIRECTORS’ REPORT - RISK MANAGEMENT AT SWEDBANK

average maturity of all its capital market funding has been
extended. Maturing long-term funding will drop significantly
in coming years. The bank estimatesits long-termissuance
volume in 2012 at SEK 90-110bn.

Total maturing long-term funding for all of 2011 had a
nominal value of SEK 180bn. A total of SEK 86bn in nominal
debt maturesin 2012.

The average maturity of all capital market funding arranged
through the bank’s short- and long-term programmes was
35 months as of 31 December 2011. The average maturity of
covered bonds was 43 months.

Swedbank’s low volume of lending in USD limits its need for
funding in USD. To reduce liquidity risk in USD, the bank during
the year utilised its new funding programme for covered bonds,
which primarily targets US investors. As of 31 December
Swedbank had covered its USD needs for more than 12 months
in advance.

Short-term funding rose in 2011 to a total of SEK 123bn,
mainly due to increased demand from foreign investors.
Swedbank’s short-term funding needs are limited, however,
as confirmed by the fact that reserves with central banks as
of 31 December 2011 are as large as outstanding short-term
funding.

At year-end Swedbank had a liquidity reserve within Group
Treasury of SEK 247bn, as reported in accordance with the
Swedish Bankers’ Association’s guidelines for liquidity reporting.
In addition, liquid securities in other parts of the Group amounted
to SEK 62bn. The liquidity reserve and liquidity coverage ratio
(LCR) will fluctuate over time depending on the maturity
structure of the bank’s securities inissue. Since mid-year 2011
the bank reports its monthly LCR to the Financial Supervisory
Authority. Swedbank’s LCR measure has averaged more than
150 per cent.

Swedbank purposely continued to improve its reporting and
management of liquidity risk in 2011. A Group-wide analysis
and report with detailed information on liquidity risks are being
produced to meet the increased internal and external require-
ments with regard to liquidity risk information.

Improved rating

The positive development within Swedbank has been confirmed
by ratings agencies. On 1 December Standard & Poor’s upgraded
Swedbank’s and Swedbank Mortgage’s long-term ratings from
Ato A+ and confirmed its short-term rating of A1 with a stable
outlook. On 8 June Moody’s also upgraded Swedbank’s rating
for financial strength, from D+ to C-, with a stable outlook, and
at the same time confirmed its long-and short-term ratings for
Swedbank and Swedbank Mortgage of A2/P1 with a stable
outlook.On 16 September Fitch Ratings confirmed Swedbank’s
long-and short-term ratings of A/F1 with a stable outlook.

Swedbank’s rating, 31 Dec. 2011

Swedbank
Swedbank AB Mortgage AB Covered bonds
Out- Out- Out-
Rating look Rating look Rating look
Standard & Poor's
Short A-1 S A-1 s
Long A+ S A+ S AAA S
Moody's
Short P-1 S P-1 S
Long A2 S A2 S Aaa -*
Financial strength
(BFSR) C
Fitch
Short F1 S
Long A S

BFSR = Banking Financial Strength Rating
*Based on Moody's rating methodology for covered bonds, no outlook is assigned.

Market risk

Estonia’s eurozone accessionon 1 January 2011 reduced the cur-
rency risk in Swedbank’s Estonian operations, since deposits in
the country have primarily beenin EEK, while lending has been
in EUR. The continued economic recovery in Latvia and Lithu-
ania reduced the risk of a devaluation scenario.

Lending to the public*

SEKbn
1000
800 — B
600 — 1
400
200
2010 2011 2010 2011 2010 2011
Sweden Baltics Russia & Ukraine
I Private Corporate

*Excluding Swedish National Debt office and repos.

In2011 lending to the publicin the Baltic countries decreased by 9 per cent to
SEK'119bn(130.4). Lending also decreased in Russia and Ukraine, to SEK 9.6bn (12.6)
at year-end, while Sweden had credit growth of 3 per cent. Lending to the public
amounted to SEK 1 000bn (369) in Sweden.
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Credit impairments

SEKm
4800

3600

2400
1200

0
-1200

2010 2011

I Retail
I Baltic banking

Large Corporates & Institutions
Russia & Ukraine Other

Swedbank reported net recoveries of SEK 1.9bn (losses 2.8bn) in 2011. Baltic
Banking, Large Corporates &Institutions and Russia and Ukraine reported net
recoveries. In Sweden, creditimpairments remained very low.



The year was distinguished by the European sovereign debt
crisis, which led to major price fluctuations in essentially every
asset class. The risk that arises in connection with securities
trading has remained low, however.

Lower operational risks

Operational risks in the Group declined in 2011, but are still
considered higher than normal. The main risks are related to
extensive organisational changes and risks in the Swedish IT
operations, as well as the external risk stemming from political
uncertainty around the world. The upward trend from previous
years has been broken, however, and the risk level is expected
todecrease furtherin 2012.

In December 2011 false rumours were spread through social
media that Swedish banks in Latvia were unstable. The rumours
led to increased withdrawals through ATMs and branches.

The situation was handled through extended business hours,
continuous ATM refills and communication through Swedbank’s
own channels as well as the news media. Within two days
conditions had normalised.

Swedbank experienced a number of IT interruptionsin 2011,
which primarily affected customers in Sweden. The Internet
bank and card payments were affected the most. Swedbank
worked actively to improve accessibility, and in comparison
with 2010 the IT disruptions were of a less serious nature.

During the year the number of phishing attacks, attempted
cases of fraud through social networks and targeted attacks
against customers with poorly protected computers increased.
Swedbank is working actively to raise awareness among cus-
tomers about current threats and what they can do to protect
themselves. Swedbank also carefully monitors developments
to ensure that its services and products are safe and of high
quality. Swedbank is proactively working with security and
contingency planning to raise the level of protection and ability
to handle extraordinary events.

All major events were handled within Swedbank’s ordinary
routines for incident and crisis management.
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Insurance risk

The Group conducts insurance operations in Sweden, Estonia,
Latvia and Lithuania, but essentially all insurance risk comes
from the operations in Sweden.

In 2011 the Board of Directors of Swedbank Forsdkring AB
approved a new risk appetite framework with risk tolerance
limits for various risk measures. If the risks in the company
increase and it finds itself outside the approved risk tolerance
limits, measures are taken, including changes in terms,
conditions and pricing or a reassessment of reinsurance
programmes.

Swedbank worked during the year to adapt its operations
to theregulatory requirements of the EU’s Solvency Il directive.
The purpose of the new requirements is to safeguard the
interests of policyholders even under adverse financial
conditions and to ensure that risk management systems are
well-integrated in corporate control models. Due to the
sharplydeteriorating market conditions and these regulatory
changes, an occupational pension product, Traditionell Pension,
was closed to new subscribersin November. With regard to the
existing product portfolio, measures will be takenin 2012 in
the form of a redistribution between equities and fixed income
as well as a fee increase. In this way, the total risk in Swedbank
Forsdkring AB will be reduced.

Capital planning
All banks are affected by macroeconomic changes, which cannot
be fully prevented by a sound risk culture and good risk manage-
ment. The financial crisis has dramatically changed how
supervisory authorities, ratings agencies and debt investors
view banks’ capitalisation e.g. in terms of:
 Focus on equity when assessing its ability to survive.
« Tighter regulation of subordinated loans contained in Tier
1 or Tier 2 capital, including the creation of new products
that facilitate conversion to equity or write down in times of
financial stress.

Market risks in Swedbank in VaR,
allocated to risk-taking units 2011
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The dominant market risks are of a structural or strategic nature and are managed by
Group Treasury. In 2011 market risks decreased in the Group, mainly due to reduced
risk exposure in connection with increased uncertainty in the financial market.

Swedbank trading, daily result and Value at Risk
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Therisk that arises in connection with securities trading remained at a low level in
2011, at the same time that earnings were stable.
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* More dynamic capital adequacy regulations, where various
types of capital buffers that are permitted to fluctuate over
time are introduced.

« Increased focus on stress tests of the balance sheet as a tool
to assess capital requirements (similar to the internal capital
assessment according to Pillar 2).

To ensure that it can function well even under unfavourable
conditions, Swedbank maintains an extra capital bufferin
addition to that required by law. Capital planning and measures
to sustain satisfactory capitalisation are crucial to maintaining
the market’s confidence in Swedbank and consequently in
retaining access to funding in the capital market.

Swedbank conducts stress tests to identify the potential
effects of possible, though unlikely, negative scenarios and to
assess whether the capital bufferis satisfactory at any given
pointin time. Given the nervousness and great uncertainty in
the global economy, Swedbank’s Internal Capital Adequacy
Assessment Process (ICAAP) for 2011 was based on exceptionally
negative scenarios, which had a much greater effect on
Swedbank than the stress tests for European banks, coordinated
by the European Banking Authority (EBA), in which Swedbank
participates.

The results showed that the Group’s core Tier 1 capital ratio
exceeded both internal requirements and the rules on total and
Tier 1 capital even in the event that macroeconomic develop-
ments are extremely unfavourable to the Group. Swedbank’s
ICAAP for 2011 is described in more detail below and in note G4.

To maintain a long-term stable balance sheet, Swedbank’s
capital targets and capital planning are based on core Tier 1
capital (equity less certain deductions), while subordinated loans
can be viewed more as protection for debt investorsin the event
of liquidation. The level of non-core capital will therefore be a
function of the equity buffer Swedbank considers necessary
to ensure financial stability evenin a stressed scenario.

Inearly 2011 Swedbank’s Board of Directors decided that
the Group’s long-term risk profile shall be managed so that
the core Tier 1 ratioimpact from a severely stressed scenario,
defined in the annual ICAAP, shall be no more than three per-
centage points.

The Board of Directors has decided to withdraw the
previous capital target and await further details on the new
capital requirements before announcing a new target. The
current view of Swedbank’s executive management, is that the
bank will need a long-term core Tier 1 capital ratioof 13.5 to
14.5 per cent.

SWEDBANK’S INTERNAL CAPITAL ADEQUACY ASSESSMENT PROCESS (ICAAP) 2011

Scenario: “Asian slowdown - Western world in recession”

Triggers

* Chinese real estate prices Sweden
fall, affecting the entire

region

Impact on Swedbank’s home markets

« Negative GDPin 2012-2014 (adrop of 7% relative to 2011)

Impact on Swedbank

« Cumulative credit impairments of SEK 62bn,
64% of which is attributable to Swedish
operations

* Unemployment rises from 8.4% in 2010 to 16.9% in 2014

* The export-led recovery
inthe US halts as Asian
demand dries up

* Protectionism and
pessimismin US economy-
drives global economy into
recession

Baltic countries

« USentersalong period
of low growth and low
inflation

* Adebt-burdened EU s
severely hit by falling
demandin Asia and
the US

(drop of 9%-11% vs. 2010)

15%in Latviaand 21%in Lithuania

* Housing prices drop by a total of 33% by 2014
« Swedish krona strengthens 31% against US dollar
* Interest rates remain low (T-bill rate of 0.3%)

* 30% devaluationin Latvia and Lithuaniain early 2012,
Estonia hard hit by contracting exports

* Negative GDP growthin all three countriesin 2011-2014

* Unemployment peaksin 2013-2014:19.5% in Estonia,
21.5%in Latviaand 20.0% in Lithuania

* Housing prices fall by 2014 by a total of 24% in Estonia,

« Cumulative loss of SEK 9bn during the period
2012-2014

* Substantially lower net interestincome due
tolower deposit margins combined with
smaller credit portfolios.

* RWA decline 26% due to impairments
and smaller portfolios, but alsodue toa
strong SEK

* The core Tier 1 ratio bottoms out at 12.04%
in 2013 and stays above 12% through the
entire scenario

In Swedbank’s Internal Capital Adequacy Assessment Process
(ICAAP) for 2011, the core Tier 1 capital ratio exceeded both the
internally established minimum requirement in a stressed scenario
and the regulatory requirements for total and Tier 1 capital.
Swedbank’s ICAAP for 2011 covers a multi-year period with
eroding economic activity. As a whole, Swedbank would generate a
cumulative loss (before dividends) of SEK 9bn during the forecast
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period after total creditimpairments of SEK 62bn. In this scenario,
the core Tier 1 capital ratio would drop at most from 14.97 per cent
in2011to 12.04 percentin 2013 (according to full Basel 2). Thisis
in line with Swedbank’s risk tolerance i.e. a decrease in the core Tier
1 capital ratio of up to 3 percentage points. The conclusion is that
the Group's capital bufferis sufficient to maintain a core Tier 1 capital
ratio that exceeds the minimum capital requirement by a wide margin.



Toincrease Swedbank’s risk-adjusted return, capital is
allocated to the business areas, but also to the customer level.
The principles for capital allocation reflect Swedbank'’s risk
tolerance and capital strategy. The Group’s equity is allocated
to each business area taking into account the capital adequacy
rules and estimated capital needs based on Swedbank’s ICAAP.
In the operating segment report (note G5), equity allocated to
the various business areas and key indicators are based on this
allocation.

Capital and capital adequacy

The core Tier 1 capital ratio according to Basel 2 increased to
15.7 per cent on 31 December (13.9 per cent on 31 December
2010). The core Tier 1 capital ratio according to Basel 3 was
14.7 per cent according to Swedbank’s estimate based on
prevailing knowledge of future regulations.

As of 31 December shareholders’ equity amounted to SEK
98.0bn, anincrease of SEK 3.1bn from the beginning of the year.

In Swedbank’s financial companies group, core Tier 1 capital
increased by SEK 1.8bn from the beginning of the year to SEK
77.3bn. Core Tier 1 capital was positively affected by SEK 5.6bn
by including profit for the year (after the anticipated dividend).
Goodwill write-down related to the bank’s Latvian subsidiary
negatively affected profit for the year by SEK 1.9bn, but did
not affect core Tier 1 capital, since the deduction for goodwill
decreased by the same amount. During the year Swedbank
repurchased 62.1 million shares, which reduced core Tier 1
capital by slightly over SEK 6.1bn.

Swedish capital adequacy regulation was updated at year-
end affecting, among other things, how preference shares are
calculatedin Tier 1 capital. The preference shares Swedbank
issued in 2008 are included in care Tier 1 capital in the amount
of SEK 8.8bn, corresponding to 1.8 percentage points of the
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core Tier 1 capital ratio as of 31 December 2011. Since the
regulatory amendment does not change the loss-absorbing
capacity of the preference shares, Swedbank will continue to
include themin core Tier 1 capital in its reporting. Swedbank’s
preference shares will be converted to ordinary shares no later
than the first half of 2013.

Tier 2 capital decreased from the beginning of the year,
mainly due to redemptions and repurchases of undated and
fixed-term subordinated loans of SEK 9.0bn, to SEK 11.2bn.
The repurchases, which amounted to SEK 4.3bn, were made at
market prices, which generated a negative realised net result
of SEK'10.6m. The decrease in Tier 2 capital is an element in the
active management of Swedbank’s capital structure and is con-
sistent with the bank’s focus on core Tier 1 capital to ensure
the long-term stability of the balance sheet.

The risk weighted amount decreased by SEK 49.0bn or nearly
9.0 per cent from the beginning of the year to SEK 492.3bn.
The risk weighted amount for credit risks decreased by 8.6 per
cent or SEK 39.1bn, mainly attributable to corporate exposures.
The average risk weighting for all credit risks in the financial
companies group according to the IRB approach decreased
slightly to 27.2 per cent as of 31 December. The risk weighted
amount decreased by SEK 0.7bn due to exchange rate effects.
The implementation of CRD Ill (often referred to Basel 2.5)in
Sweden on 31 December increased the risk weighted amount
for market risks by SEK 4.6bn. The risk weighted amount for
market risks decreased by a total of around 25.2 per cent or
SEK 7.4bn, however, mainly due to Estonia’s adoption of the
euro and the subsequent decrease in Swedbank’s open currency
positions. The risk weighted amount for operational risks
decreased by 4.5 per cent or SEK 2.6bn.

For further details on capital adequacy, see note G4.

Capital base Risk-weighted assets Risk-weighted assets by type of risk
(Basel 2) (Basel 2) (Basel 2)
% SEKbn SEKbn
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Swedbank’s core Tier 1 ratio increased during the
yearto 15.7 per cent (13.9). Core Tier 1 capital was
positively affected by SEK 5.6bn by profit for the
year (after anticipated dividend). Risk-weighted as-
setsdecreased by SEK 43bn to SEK 492bn.

due toimproved credit quality.

Estonia's adoption of the euro.

InSweden, risk-weighted assets decreased primarily

decrease was due to lower lending volumes as well as

I Operational risk

The risk-weighted amount for credit risk decreased
by 8.6 per cent during the year, mainly due to
improved credit quality for corporate exposures. The
volumeincrease for the year related to corporate
lending to customers with low risk.

In Baltic Banking, the
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New capital rules and their
impact on Swedbank

On 20 July the EU Commission published a new proposal on
capital requirements, which is expected to be adopted in 2012.
The proposal conforms to the previously published Basel 3
regulation. Swedbank believes the new rules in place from 2013
will negatively affect Swedbank’s core Tier 1 capital ratio by
approximately 1.0 percentage points and the proposed leverage
ratio requirement will not restrict its capital planning.

Changesin the calculation of Swedbank’s core Tier 1 capital
primarily related to non-controlling interests, investments in
shares in unconsolidated financial institutions and deferred
tax assets are expected to reduce core Tier 1 capital by slightly
over 2 per cent. Swedbank’s risk weighted amount is expected
torise by slightly below 5 per cent under Basel 3 compared
with Basel 2 due to the increased capital requirements for
credit risks and because certain asset items that are currently
deducted from the capital base will be risk weighted going for-
ward. The new rules contain some uncertainty, however, as to
their ultimate impact once in place. This applies, for example, to
the credit riskin OTC derivatives, or more specifically the Credit
Value Adjustment (CVA), where the reported effect of the new
rules on the risk-weighted amount is based on today’s expo-
sure and does not account for the fact that a larger share of
derivative transactions going forward will be settled through
clearing institutions. Consequently, the ultimate effect owing
to CVAis expected to be less than reported above.

Impact of new regulations
%
16

Q42011 Basel 3* IAS 19** Q42011 Retail Internal
including Basel 3 mortgage measurse
andIAS19  risk-weights (IRB Advanced,
other)

M Increase Decrease

* Estimated based on Swedbank's current understanding of future regulations.
** Estimated based on unrecognized actuarial losses as of 31 December 2011.

Swedbank estimates the negative effect onits core Tier 1 capital ratio owing to the
new rules which will beintroduced in 2013 at 1.4 percentage points. Furthermore,
increased risk weights on mortgage lending could have a negative effect, but would
be partly offset by the implementation of advanced IRB methodology and updates
to the model for SMEs, in Swedbank’s view.
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Supervisory authorities in Sweden and at the European level
have made note of the major differences between the average
risk weights institutions use for credit risks in the IRB, especially
asregards mortgage lending within the retail exposure class.
The authorities are therefore planning to review risk weights
in 2012. The final outcome is uncertain, an increase in
Swedbank’s average risk weights for mortgage lending in
Sweden to a level of 10-15 per cent would negatively affect
Swedbank’s core Tier 1 capital ratio by 1.0-1.9 percentage
points. Swedbank already allocates additional capital to its
mortgage business and therefore expects that a possible
increase in capital requirements for mortgage lending will not
significantly affect itsinternal allocation of capital between
business units.

Swedbank is in the process of introducing an advanced
method to calculate credit risks according to the IRB approach
for corporate exposures. Approval by the Financial Supervi-
sory Authority is expected in 2013 at the earliest. Swedbank
considersit likely that the risk-weighted amount for credit risks
will be reduced due to the implementation of the advanced IRB
method and some model updates regarding SMEs, which would
somewhat offset the negative effect of
the higher risk weights on mortgage lending.

Amendments to the accounting standard IAS 19 are
expected to be implemented as of 2013, which will affect the
bank’s reported pension obligations. The elimination of the
so-called corridor rules means that actuarial losses, which
under current rules do not have to be fully recognised in the
balance sheet, will fully affect equity. Today, Swedbank
estimates that the amendment could represent a negative
one-time effect on equity of approximately SEK 2bn as of 31
December 2011, which corresponds to a negative effect of 0.4
percentage points on the core Tier 1 capital ratio. Further, the
elimination of the corridor rules will increase future volatility in
equity, and hence in core Tier 1 capital. The effect of the
anticipated changesin IAS19 has beenincorporated into
Swedbank’s capital planning

During the fourth quarter the EU agreed to require banks
to maintain a so-called core Tier 1 capital ratio of at least 9 per
cent after the revaluation of sovereign exposures. The banksin
question will have to meet this requirement by 30 June 2012 at
the latest. Swedbank already meets the new capital requirement
by a wide margin and therefore does not expect any restriction
onits capital planning.

On 25 November the Ministry of Finance, the Riksbank and
the Swedish Financial Supervisory Authority announced at a
joint press conference that the government will propose higher
capital adequacy requirements for systemically important
banksinorder to strengthen the stability of the Swedish
banking system and reduce the vulnerability of the Swedish
ecanomy. The proposal means that the banks must have core
Tier 1 capital corresponding to at least 10 per cent of their
risk-weighted assets by 2013 and 12 per cent of risk-weighted
assetsby 2015.



“ We are convinced that

transparency will in the long
term lead to lower financing
COSts and greater confidence

in Swedbank among all our
stakeholders.”

Johannes Rudbeck
Head of Investor Relations
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Social engagement that became a bank

Social issues are driven from a distinctly business perspective and are seen as
an important way to increase profitability and attract customers, employees

and investors.

Swedbank’s history dates back to Sweden in 1820 and is based
on the idea of providing people with the opportunity to save
money in order to build a more secure and better future for them-
selves. Now, nearly 200 years later, our business is still built on
the same idea. Social engagement is a critical element in our
business model and is well in line with our values and our purpaose.

Only when the communities where we work prosper will we
succeed inthe long term. At the same time banks are essential
to afunctioning society because we transfer money between
different parties. Social issues are therefore driven froma
distinctly business perspective and are seen as an important
way toincrease profitability and attract customers, employees
and investors.

Sustainability in our core business

As a bank, we make it possible for our customers and partners

to grow and achieve success through lending and investments.
Our commitment is to do this sustainably and responsibly. Only
then can we create long-term relationships with our customers.

Financially sustainable deposits and lending
Inour lending to private customers and businesses, we take
responsibility by clarifying risks and protecting the customer’s
long-term finances. In 2009 we introduced stricter requirements
on loan-to-value ratios for mortgages and launched a debate
on household risk-taking - a debate that continued in 2011 and
thatresulted in longer fixed rate periods, a greater willingness
among customers to amortise and better regulation in the market.
For out many corporate customers, we offer sustainable
financial advice by making sure they have a long-term liquidity
planand are prepared for their financial future. Debt should
remain reasonable regardless of economic conditions.
Swedbank tries to maintain a long-term balance between
lending and deposits in each market, which is the basis for
sustainable growth and for a less financial fluctuating
economy. We conduct continuous analyses of microindicators
toidentify unsustainable behaviours which could affect the
banking sector, society and individuals.

Socially and environmentally sustainable deposits

and lending

Respect for human rights and the planet’s resources is critical
to our future. We are active within our sphere of influence and
contribute to a stable environment, promote human rights and
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fight corruption. These areas are also important in determining
whether our customers are financially sustainable.

Our corporate customers may face social and environmental
challenges that affect their reputations and success - and thus
our reputation and our success. If these challenges are
managed correctly, they can have a positive effect. If not, they
could have disastrous consequences.

k6 Our social engagement is critical
to our future and competitiveness. )

Sustainability is an area in where our customers and other
stakeholders increasingly expect us to know the business-
related risks and opportunities as well as laws and guidelines.
This knowledge helps us to understand our customers and
enables us to be arelevant advisor. In this capacity, we can
help them to succeed and improve their businesses. We meet
these challenges in our operations in two ways:

¢ By considering risks and opportunities in our investment
and credit decisions
In connection with business loans above SEK 1m, a sustain-
ability analysis is conducted in the areas of human rights,
corruption and the environment. The analysis is an integral
part of the credit analysis and is designed to evaluate how
risks related to these areas could affect our profitability and
reputation, and of those of our customers, if they materialise,
as well as customers’ repayment ability and the collateral
value. Dialogue with the customer also creates new business
opportunities for both the bank and customer, because we are
able tojointly focus on anissue or see an investment need
tied to a future sustainable development.

As one of the largest asset managers in the Nordic region,
Swedbank Robur works actively with sustainability analysis
of companies, and as an owner it influences companies
sustainability work.

By taking responsibility for the social and environmental
impacts of our own operations

We evaluate risks related to human rights, corruption and

the environment and introduce strict internal routines and
processes in these areas. We also strive to minimise greenhouse
gas emissions in order to reduce our direct enviromental impact.



Sustainable local engagement

In addition to integrating social issues in our core operations,
we have chosen to play a bigger role in the community and
champion local development. We contribute financial know-
how and our local network of contacts in the markets where
we are active. In doing so, we support, collaborate in and launch
external initiatives to promote a sound and sustainable financial
situation mainly in the areas of education, jobs and entrepre-
neurship - all of which are critical to society’s growth.
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Ourinitiatives target groups in society with a weaker position
in the labour market, which is currently true primarily of young
people and foreign-born residents. By providing them with the
right educational opportunities and working experience, or
helping them to start their own businesses, we can facilitate the
future generational change faced by many businesses and society.

ik By offering trainee positions, we lower
the threshold to the labour market. )

EXAMPLES OF SUSTAINABLE LOCAL ENGAGEMENT

Training in personal finance

Since the early 1960s the Institute of Private Finances has
monitored areas that are important to personal finance by
informing, educating and making data widely available. In this
way it has been helping people for more than 50 years to make
sound financial decisions. Since 2010 the institute has also
operated in Estonia, Latvia and Lithuania.

Inautumn 2011 personal finances became an obligatory
subject at high school level in Sweden. Through a project called
Young Finances, the Institute of Private Finances has been
working since last spring to produce learning materials in this

new subject at the same time that our advisors lecture in schoals.

Strong young students in vulnerable situations
We are active partner in “Teach First”, a national initiative in
Estonia and Latvia to raise the quality of education. The aim
isto assist young studentsin at-risk areas by educating and
recruiting top students, who then commit to teaching in these
areas. In four years over 100 new teachers have come through
Teach First programme.

“Starting my own life” is another initiative in the Baltic region,
where our employees teach young people from orphanages to
prepare for job interviews.

Practical training for young people

One way to ease youth unemployment in Sweden and at the
same time encourage them to stay in their communities longer
is to lower the threshold to the labour market by offering
trainee positions. Launched in 2009 in close cooperation with
the Swedish Public Employment Service, the “Young Jobs”
project utilises the extensive retail networks of Swedbank and
the savings banks to provide trainee positions to young people

between the ages of 18 and 24. Youngsters from the local
community receive positions either at a bank branch or with
one of our many corporate customers. Together, we provide
them with important experience and new contacts they can
utilise in their future professional lives. Since the start we
estimate that nearly 3 000 positions have been created around
the country, including 300 in the bank. Seven of ten of the
bank’s trainees have gone on to some form of employment.

Practical training for foreign-born academics
In 2011 we launched a project in collaboration with the Swedish
Public Employment Service to offer foreign-born academics a way
to enter the workplace. It started in Malmo, where 15 people
have begun six-maonth trainee positions on either the private or
corporate side. During the first three weeks Swedbank analyses
the candidates’ formal and informal qualifications. This informa-
tionis forwarded to the Public Employment Service and the
candidates themselves, who learn where they may need further
training to improve their employability. This is a project that not
only adds valuable competence to society but also gives Swedbank
access toimportant new networks and high potential employees
and, no less importantly, the opportunity to diversify as a bank.
Another local example of the bank’s social engagement can
be found in Fagersta, 100 miles northwest of Stockholm.
Besides high youth unemployment and a relative dearth of new
businesses, the local municipality is also facing a large number
of Somalirefugees, who have not been given enough opportunity
tointegrate into Swedish society. The project is a close coopera-
tion between Swedbank, the local business community and
the municipality, where Swedbank is providing trainee positions
to young Somalis aged 18-24. Its local branch has for some
time also had a Somaliinterpreter to support advisors.

OTHER

Swedbank has committed to the UN Global Compact Initiative, whose
principles cover human rights, labour rights, the environment and anti-
corruption.

Swedbank also participates in the Swedish Finance Coalition against
Child Pornography by preventing payments in the financial system.

For several years the bank has been reporting according to the
Global Reporting Initiative’s (GRI) C level. For more information,
visit www.swedbank.com/corporate-sustainability.

Swedbank Robur has signed the UN’s Global Principles for
Responsible Investments (PRI), which require it to integrate environmental,
social and corporate governance issues into investment decisions as
well as dialogue with the companies it invests in and encourage greater
transparency in these areas.

Visit www.swedbank.se/csr for more information.
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Employees are part of our
strategic development

In creating the future Swedbank, the way we treat our customers and the
relationships we build are critical. What is needed is a clear long-term strategy
for leadership and competence development.

Swedbank’s purpose - to promote a sound and sustainable
financial situation for the many households and business - is
based on close customer relationships, a strong presence in the
local community and outgoing employees who are attentive to
customers’ needs and wishes. The strategy for achieving this is
strong leadership and committed employees with skills matched
to customer needs as well as a governance model based on
delegation, where decisions are made close to customers. The
bank’s remuneration programme is an element in creating a
corporate culture and is designed to promote long-term
performance and encourage taking responsibility. Learn more
innote G12.

Industry’s best managers
Swedbank’s goal is to have the industry’s best managers
- managers who take the lead and point the way forward.
Employees have to understand how their role is tied to the bank’s
purpose and future challenges. The basis for a strong leadership
culture is that managers are given the tools to make changes
and help their employees to develop. This is done according to
special leadership criteria, which describe the expectations
placed on managers and serve as guidance. In 2011, the focus
was on the bank’s 1 800 managers in the form of mandatory
training on Swedbank’s values and communication skills, such
as being clear, visible, taking and giving responsibility, and
giving constructive feedback. In June 2012 all managers will
have completed the programme.

In addition, all new managers in the bank receive training in
leadership, management and business acumen.

i Good managers create
opportunities for employees
to do a good job. ¥

Industry’s best development opportunities

Swedbank’s vision is to make it possible for people, businesses
and society to grow. Regarding our employees, this means
giving them the opportunity to develop in their roles. Therole
of managers is to lead and coach their staff to do a good job and
contribute to the bank’s profitability.
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A sampling of Swedbank’s courses

Swedbank has a large internal job market, and all available
positions are initially advertised internally. This creates
opportunities for employees who want to develop and pursue
their careersin the bank. It also gives the bank an opportunity
to focus onits employees and help them develop. International
job mobility continues, and a growing number of the bank’s
employees are gaining international skills by working in other
countries. In 2010 an internal headhunter unit was established
to find people within and outside the bank for key positions.
This is a cost-effective way of recruiting and encourages
employees to develop while creating career opportunities.

In 2011 Swedbank’s individual performance and development
programmes were further developed to ensure that each
employee meets his or her goals and abides by the bank’s values:
simple, open and caring. Formal performance reviews are
conducted at the beginning of the year, with follow-up reviews
six months later. The goal of the programme is to build employee
skills and encourage initiative and learning.



In Sweden, Swedbank has a network for employees under
the age of 36, called Young Professionals, who meet regularly
to create new contacts and inspire each other to develop further.
During the autumn a network for Senior Professionals was
started as well. The aim is to find mentors for younger employees
and at the same time maintain a dynamic discussion across the
generations. Improved cooperation between employeesin
different business units also creates understanding of the Group
as awhole as well as of each others’ professions and skills.

Continued work with diversity and gender equality

As a bank for the many, Swedbank considers diversity and
gender equality important toits success and a natural part of
its operations. We strive to maintain an even distribution
between women and men with different experience and back-
grounds. Cultivating differences among employees creates an
environment where everyone has an opportunity to maximise
their full potential at the same time that the increased dynamic
facilitates creative discussions internally. Unique individuals
with unigue qualities, track records, competencies and expecta-
tions are a competitive advantage and support Swedbank’s
goal to be a positive force in society.

We also strive for a corporate culture that understands the
importance of balancing work and family life. We see this as
essential toimproving work performance. In 2011 Swedbank
introduced a programme called “Parents and Careers,” which
gives new parents an opportunity to meet colleagues in the
same situation, listen to interesting lectures and together
with a coach discuss how to improve this balance.

Highest results since employee surveys were introduced
For the sixth consecutive year the employee survey Voice was
conducted in the Group, except in Ukraine due toits new direction
and organisational changes. The survey gives employees the
opportunity to express their views to management and their
immediate superior on what is warking well or notin their
department. The desire to be involved and have a say has been
strong, and the response rate, at 90 per cent, was the highest
ever. The survey shows that the motivation of employeesis

on therise, and the result was the hightest to date.
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Results of VOICE survey
2011 2010 2009

Retail 790 783 785
Large Corporates & Institutions 769 764 782
Baltic Banking 839 831 796
Russia & Ukraine 786* 718 694
Asset Management 700 u.s. 744
Group Business Support 780 753 800
Group functions, excl. GBS 786 770 803
Internal audit 757 730 710
Average Swedbank 800 786 776
Financial sector average (Europe) 700 700 700
Best performers 820 820 820
*0Only Russia

Increased focus on costs as the market changes

There was considerable economic uncertainty in Europe during
the year, and the future earnings potential in the financial
markets has declined. This affects Swedbank, as well as other
financial players, and during the latter part of the year led to
anincreased focus on costs, which also impacted employees.
We are trying as far as possible to avoid layoffs and instead are
using aredeployment model designed together with the trade
unions. Every employee who faces redeployment can now
participatein an eight-week internal process where they are
assigned a coach and are matched with available positions
within the Group. If thisis not possible, they are offered
severance pay based on length of employment, along with an
external redeployment programme.

SWEDBANK’S REMUNERATION PROGRAMME

A well-functioning, market-based remuneration structure is an
important component for achieving results and sound risk-taking
inthe bank, as well as for attracting employees with the right
skills. Swedbank’s view is that remuneration should encourage
employees to achieve their individual goals - in line with the bank’s
overall goal, strategy and vision - while maintaining a sound
balance between fixed and variable remuneration. Remuneration
should also discourage excessive risk-taking while supporting
actions that create value for the bank. Learn more in note G12.

Full-time positions in the Group

Number %

Managers in Swedbank 2011

Group employees by age and gender,
31 December 2011

Age

25000 100
-24

20000 — — 80 25-29
30-34

15000 = 60 35-39
40-44

10000 40 45-49
50-54

5000 20 55-59
0 0 60-

2007 2008 2009 2010 2011 Sweden

[ Sweden ¥ Baltic region Other

Estonia

B Women B Men

Latvia Lithuania 8 4 0 4 8 12 16%

[ Men B Women
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Share performance beats

the industry average

The fiscal crisis in Europe produced considerable turbulence in Europe’s equity
markets during the year and adversely affected foreign ownership in Swedbank.

Swedbank has three classes of shares: ordinary shares (A shares),
preference shares and C shares. Swedbank’s A shares have been
listed on NASDAQ OMX Stockholm’s Large Cap segment since
1995. The preference shares are also listed there and were issued
in connection with the 2008 rights issue. The A and preference
shares have equal voting rights, one vote per share, and both
shares are traded publicly on the stock exchange. The Cshares
were issued and bought back in May 2011 as part of the bank’s
commitment toits performance and share-based incentive
programme for 2010. For more information on the incentive
programme, see note G12. The A shares account for 83 per cent
of all shares. The bank also has an American Depositary Receipt
(ADR) programme established together with the investment
bank JP Morgan. This enables US investors to invest in Swedbank’s
Ashare onthe US OTCmarket via depository receipts without
having to register with Euroclear, the Swedish central securities
depository, or buy Swedish kronor.

Market information
In 2011 the OMX Stockholm 30 index fell by 16 per cent and
OMX Nordic Banks Index by 28 per cent. Swedbank’s A share
decreased by 7 per cent and the preference share by 9 per cent
during the year. At year-end 2011 Swedbank’s market
capitalisation had decreased to SEK 103bn (109). The turnover
rate was 292 per cent (283) for the A share and 22 per cent (31)
for the preference share. Since Sweden’s stock exchange
monopoly was abalished in November 2007, Swedbank’s shares
are traded on several marketplaces. In 2011, 49 per cent of
trading turnover in the A share and 13.5 per cent of tradingin
the preference share took place outside the primary market,
NASDAQ OMX Stockholm, where Boat, Chi-X, Bats Europe
and Burgundy were among the marketplaces with the highest
turnover. Total turnover in Swedbank’s A share was SEK 276bn
(212), while total turnover in the preference share was
SEK 4.3bn (5.2)in 2011.

Swedbank’s share capital as of 31 December 2011 amounted
to SEK 24 383m, distributed among 965 190 117 A shares,
194 400 060 preference sharesand 1 500 000 C shares.

Swedbank share performance compared with bank index
Source: NASDAQ OMX Nordic, Chi-X and Burgundy

Share of turnover 2011
in Swedbank ordinary share, %

Rate Volume Other 1,0
250 50 000 000 Turquoise 2,4
Burgundy 5.1 NASDAQ OMX,
Bats “‘ Stockhalm
200 40000 000 Europé . 51,0
Chi-X
13,2
150 30000 000 Boat
232 /
100 20000 000
Share of turnover 2011
50 10000 000 in Swedbank preference share, %
Other 08
0 wlldbaill WAL A 0 Burgundy 108 _y NASDAQ OMX,
2007 2008 2009 2010 2011 Boat19 [ 4 “ Stocknelm.

«=== QOrdinary shares*

—— Preference share

——— OMX Stockholm 30 Index
—— OMX Stockholm Banks Index

Turnover of ordinary shares*

mmm Turnover of preference shares

* From mid-year 2009 the price refers to the average of the share price and the aggregate volume

in the Swedbank A share on NASDAQ OMX, Chi-X and Burgundy.

Swedbank Annual Report 2011



Ethical investors

Ethical investors focus on various aspects of acompany’s
sustainability work, including how it handles environmental
issues, human rights and risks. There are currently a number of
mutual funds and stock indices for companies that meet certain
sustainability criteria. Swedbank’s A share is listed, for example,
on FTSE4Good, an index of ethically responsible and sustainable
investments. In 2011 Swedbank received 66 points out of a
possible 100 from the Dow Jones Sustainability Index; the
industry average was 53.

Dividend

Inearly 2011 Swedbank’s Board of Directors amended the
dividend policy to 50 per cent of net profit, from 40 per cent
previously. This was done against the backdrop of Swedbank’s
strong capitalisation, expectations of modest credit demand,
focus on continued capital efficiency. The new dividend policy
took effect in the financial year 2011. All dividends are contingent

Share statistics
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on the approval of the Annual General Meeting, which requires
that distributable funds are available. The Board of Directors
has proposed a dividend for the financial year 2011 of SEK 5.30
(2.10) per A share and SEK 5.30 (4.80) per preference share.
The preference shares have preference to an annual, noncumu-
lative dividend of up to SEK 4.80 per preference share. In the
event that distributable funds still remain, A shares receive a
dividend up to the same amount as preference shares.
Thereafter, any remaining dividend is divided equally between
A shares and preference shares. Noncumulative means that
any dividend that is omitted in a particular year cannot be
added to the dividend in subsequent years. Shareholders are
free to request that their preference shares be converted to
Asharesin February and August of each year. All outstanding
preference shares will automatically be converted to A shares
in2013.In 2011 atotal of 12866 678 preference shares were
converted to A shares. For more information on conversions,
visit www.swedbank.com/ir under Swedbank shares.

2011** 2010** 2009** 2008 2007
Swedbank A (ordinary)
High price*, SEK 118.90 99.50 77.10 148.74 226.69
Low price*, SEK 68.90 61.45 14.72 24.82 13641
Closing price, 31 Dec.*, SEK 89.15 93.80 71.00 36.73 145.56
Daily turnover, millions of shares 111 10.7 14.5 6.5 4.1
Daily turnover, SEKm 1091 838 751 773 949
Turnover rate, % 292 283 544 302 195
Swedbank preference
High price*, SEK 118.40 99.60 76.60 39.04
Low price*, SEK 68.90 62.50 14.89 35.24
Closing price, 31 Dec.*, SEK 89.15 95.90 70.50 36.73
Daily turnover, millions of shares 0.17 0.25 0.50 0.24
Daily turnover, SEKm 16.8 204 22.3 10.7
Turnoverrate, % 22 31 45 23
Market capitalisation, 31 Dec., SEKbn 103 109 82 32 94

ISIN-code Swedbank A: SE0000242455

ISIN-code Swedbank preference: SE0002687749

* Adjusted forrightsissue.
**Turnover data include turnover on all marketplaces, including OTC trading.

Source of shareholder statistics: Nasdaqg OMX, www.nasdagomxnordic.com and Fidessa Fragmentation Index, http:/fragmentation.fidessa.com/fragulator/

Data per share

SEK 2011 2010 2009 2008 2007
Earnings per share before dilution V2 9.53 6.43 -10.66 16.51 18.52
Earnings per share after dilution V2 9.52 6.43 -10.66 16.51 18.52
Equity per share before and after dilution 84.40 81.84 7733 121.39 131.96
Net asset value per share before and after dilution ¥ 92.28 81.55 79.58 125.78 129.66
Cash flow per share ¥ 133.99 1.45 64.56 -66.15 31.70
Cash dividend per ordinary share 5.30% 2.10 0.00 0.00 9.00
Cash dividend per preference share 5.30% 4.80 0.00 0.00

P/EDD 9.4 14.6 -6.7 2.7 79
Price/equity per share, % 105.63 114.62 91.82 36.58 138.70

1) Since the terms to convert the preference shares to ordinary shares are mandatory, the preference shares are included in the calculation of key ratios.

2) Comparative figures have been restated due to the rights issue.
3) Board of Directors' proposal.
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Share buy-backs

To effectively manage Swedbank’s capitalisation within the
framework of its risk appetite and capitalisation target, the Board
was authorised by the 2011 AGM to resolve to repurchase the
bank’s A and/or preference shares up to 10 per cent of the total
number of shares (including shares repurchased by the securities
operations as well as C shares; see below). The share buy-back
began on 29 April and continued until 14 September 2011.
Intotal, 62.1 million shares were repurchased, corresponding
to 5.35 per cent of the total number of shares outstanding, ata
value of SEK 6.1bn (including repurchases of 1 500 000 C shares).
After a collective decision the Board halted the repurchasesin
September. Swedbank’s core Tier 1 capital ratio according to
Basel 2 was 15.7 per cent as of 31 December, including the
repurchases, the highest among Nordic banks and among the
highest in Europe. The shares Swedbank holds carry no voting
rights and are not entitled to dividends. For more information on
the repurchases, visit Swedbank’s website, www.swedbank.se,
under the heading Swedbank shares.

The 2011 AGM resolved to introduce new performance and
share-based remuneration programmes where a portion of the
remuneration is deferred in the form of shares. The purpose of
the programmes is to build long-term commitment among
employees through deferred remuneration in the form of shares.
To hedge the bank’s undertakings in accordance with the 2010
incentive programme, 1 500 000 Cshares were issued and
repurchased in May 2011. The highest total number of shares
that can be transferred for 2011s programis 22 000 000. This
is calculated based on a floor price of SEK 50 and produces a total
dilution of not more than about 1.9 per cent inrelation to the
number of shares and votes in Swedbank (as of 31 January 2011).
Assuming a share price of SEK 100, the dilution is reduced by
half. For more information, see note G12. The Board of Directors
proposes that the AGM 2012 resolves on transfer of shares not
exceeding 33 million ordinary shares under the remuneration
program for 2012, but also including earlier approved remuneration
programs. If transfer take place as suggested above, this would
resultin atotal dilution of approximately 3 percentin relation to
the outstanding number of shares and votes as of 31 December
2011. Theresolution on transfer of ordinary shares as per above
replaces previous General Meeting's resolutions on transfer.

The Board of Directors also proposes that the AGM 2012
resolves to cancel repurchased own shares. The Boards
assessment is that out of the 62.1 million repurchases shares
33 million ordinary shares are needed to secure the bank’s
commitment to deliver ordinary shares under the remuneration

Shareholder categories, %
as of 31 December 2011 (figure in parentheses refers to 2010)

Swedish International
legal entities investors
57.4(55.6) 333(34.2)
Swedish

individual

investors

N 93(10.2)

Source:
Euroclear Sweden AB
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Largest shareholders, 31 December 2011, owner grouped*

% of capital and votes 2011

Folksam 9.46
Sparbanks-Gruppen - Members 7.35
Swedbank AB** 5.35
Swedbank Robur Funds 4.07
ALECTA PENSION INSURANCE 3.65
AMF - Insurance and funds 2.74
Sparbanks-Gruppen - Foundations - Non-members 2.70
Nordea Investment Funds 2.15
JPM CHASE NA*** 2.06
JPM CHASE NA*** 1.89
FSPA Resultatandelsstiftelser 1.74
Handelsbanken funds 1.67
SSB CL OMNIBUS ACOMOQ7 (15 PCT) 1.59
SSB CL OMNIBUS ACOMO7 (O PCT), PENSION FUND 1.57
SEBInvestment Management 1.26
15 largest shareholders 49.25
Number of shareholders 324051

*Shareholders in lowercase letters are grouped.

** Repurchased shares, which carry no votes or dividend rights.

***These shares are nominee-registered shares on at least two levels: with a Swedish
custodian bank and on at least one additional level with a foreign bank. Consequently,
thereis noinformation on the owner(s) behind the name on the list. There may be one
or more owners. The same foreign custodian bank may appear multiple times on thelist.

Source: Euroclear Sweden AB

programs for 2010, 2011 and 2012. The Board has therefore
proposed that the 2012 AGM cancel 29.1 million A, preference
and Cshares by reducing the share capital and bonus issue.
Inits capacity as a financial services provider, Swedbank
engages in securities operations, including trading in financial
instruments on its own account, which requires it to acquire its
own shares. Accordingly, the 2011 AGM resolved that the bank,
until the 2012 AGM, may acquire on an ongoing basis its own
shares such that the total holding of such shares at any given
time does not exceed 1 per cent of all shares in the bank and
that thisis done at a price corresponding to the market price.

Ownership structure

As of 31 December 2011 Swedbank had 324 051 shareholders
(333 145), 92 per cent of whom had holdings of 1 000 shares
or less. Just under 0.1 per cent of shareholders together owned
over 80 per cent of the company. Swedbank’s largest shareholder
as of 31 December 2011 was an ownership group consisting of
Folksam, KPA and Forenade Liv. International ownershipin
Swedbank decreased during the year and now accounts for
33.3 per cent (34.2), of which the US and the UK represent the
largest shareholdings at 12 and 10.6 per cent, respectively.

Information for shareholders

Swedbank distributes its annual report to shareholders who

choose toreceive it. Interim reports are not printed, but are

available at www.swedbank.se/ir together with other
information released in connection with quarterly reports.

The annual report can also be ordered from this site.

In 2011 Swedbank’s capital market information received

several awards:

* Bestinvestor relations in Sweden (for the second consecutive
year) and best investor relations in the banking and finance
sector in Europe, both from IR Magazine

e First prizein Ernst & Young's Risk Transparency Award
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Number of shareholders, 31 December 2011

Size of holding No. of shareholders Holding, % No. of shares Holding, %
1-100 150265 46 4716110 0.41
101-500 118563 37 30713010 2.65
501-1000 29384 S 21525129 1.85
1001-2000 14781 5 20740619 1.79
2001-5000 7290 2.2 22557043 194
5001-10000 1779 0.5 12961087 112
10001-100000 1424 0.4 42167912 3.63
100001-500000 286 0.1 67 724 456 5.83
500001— 279 0.1 937986736 80.79
Total 324051 100 1161090177 100

Source: Euroclear Sweden AB

Changes in share capital

Quota value Added/ No. of Share

pershare, repurchased preference No. of No.of capital

Year Transaction SEK shares shares A shares Cshares SEKm

1999 Bonusissue 20 175936281 527808843 10556

2004 Sharerepurchase 20 -14937531 512871312 10556

2005 New shareissue 20 2502100 535373412 10606

2006 Withdrawal of shares 20 515373412 10307

2006 Bonusissue 21 515373412 10823

2008 New shareissue 21  257686706* 257686706 515373412 16234
2009 Conversion of preference shares

toordinary shares 21 38050112 219636594 553423524 16234

2009 New shareissue 21 386530059 219636594 939953583 24351
2010 Conversion of preference shares

toordinary shares 21 12369856 207266738 952323439 24351

2011 Cshareissue 21 1500000 207266738 952323439 1500000 24383

2011 Conversion of preference shares to
ordinary shares 21 12866678 194400060 965190117 1500000 24383

*Subscribed and paid preference shares amouted to 194 985 456 at year-end 2008.
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The Chair on the Board's work in 2011

2011 was an intense year for the Board of Directors and executive manage-
ment. In addition to traditional board issues, work to improve the bank’s
financial position were a high priority during the year.

Lars Idermark,
Chair

Stable development in our bank
While Swedish banks are greatly affected by events around
the world, the situation at home is more stable than in many
other countries. Swedish banks are relatively strong thanks to
improved capital ratios, solid liquidity and low credit risks.
Swedbank further improved its positionin 2011 as a well-
consolidated bank with a balanced risk profile. Swedbank
currently has a very strong balance sheet. The bank’s reputational
capital has also strengthened, and our shareholders will note
that we today stand on a firm foundation that reflects the
positive development of our underlying business.

New capital requirements increase stability

In 2011 the European Banking Authority announced the
capital buffers that will apply going forward and how capital
requirements will be raised by 2015. In November the Swedish
authorities announced the additional capital requirements
that will apply to Swedish banks.

Better, clearer regulations have been needed, but are not
enough to create a stable, sound banking system. The key,
naturally, is how the Board and executive management fulfil
their roles and responsibilities in running the strategic and
operational banking business. The bank’s approach to managing
various risks, its professionalism and the corporate culture are
all crucial in this respect.

A shareholder-friendly bank
With a clear vision and purpose based on solid values, the Board
wants the bank’s over 300 000 shareholders, both large and
small, to see Swedbank as an attractive financial investment.
Good results and a strong balance sheet with diversified
risks through a broad customer base, coupled with high
efficiency and cost controls, provide the bank’s shareholders
with a basis for a good returnin the form of a dividend. It is
against this backdrop that the bank’s financial targets should
be seen. A stable bank over time also provides shareholders
with the greatest appreciation in value. At the same time the
Board understands that it is the employees of the bank who,
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“The bank is stronger
today in many respects.

We feel confident about the
future regardless of how the
economy and the financial
markets develop.”

through their day-to day work to build good customer relations
and torun the bank well, create this value and results. It is only
reasonable then that these extraordinary efforts by employees
are rewarded in a well-balanced remuneration programme that
helps to produce positive results and sound risk-taking.

Active and good corporate governance

The demands made on bank boards have increased over

the years, which makes active and constructive corporate
governance necessary. Establishing clear goals, strategies, values
and good risk controls has been and remains the Board's duty and
responsibility, naturally together with the bank’s excecutive
management.

2011 was anintense year for the Board and excecutive
management. In addition to traditional board issues such as
monitoring and control, as well as ensuring that the business
develops in a positive way, the top concern was improving the
bank’s financial position. The financing and liquidity strategy,
whose purpose is to refinance the bank and create a solid liquid-
ity reserve, has beenimplemented with very positive results.
Moreover, different types of stresstestshave been analysed
and discussed to understand the consequences of various
scenarios in the economy and on the financial markets. Financial
targets, share repurchases, dividends, goodwill, remuneration
issues and various risk assessments have also been high on
the agenda.

During the year the Board visited the Swedish retail operations
and canreport that they are being very well managed and have
astrong, important foothold in the local community.

Today we are a stronger bank in many respects. We feel
confident about the future regardless of how the economy and
financial markets develop. A bank like ours, which wants to give
customers the opportunity to grow in a sustainable way,
should definitely have a role in the future.

A 2

Lars Idermark, Chair
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Stricter and clearer governance

The basis for good corporate governance at Swedbank is clear goals, strategies
and values that are well understood by the bank’s employees. Ultimately
Swedbank’s corporate governance is about how we create a sound corporate
culture that effectively contributes to the bank’s development.

Foundation for corporate governance in Swedbank
Swedbank sees good corporate governance, risk management
and internal control as key elements in a successful business
and to maintain confidence among customers, shareholders,
authorities and other stakeholders.

Swedbank defines corporate governance as the relationship
between shareholders, excecutive management, employees,

the various companies within the Group and other stakeholders.

In a broader sense, it also means:

* how the vision, purpose and strategy are designed and
communicated

* how the values are followed

* how goals are set and followed up

¢ how remuneration systems are designed

* how risks are managed

* how a carporate culture that supports the bank’s commit-
ment to customers and builds shareholder value is created

The Board of Directors annually sets Swedbank’s corporate
governance principles, which are described in the Board's rules
of procedure. Corporate governance is based on external
regulations such as the Swedish Companies Act, the Annual
Accounts Act and the Banking and Financing Business Act,
the Swedish Code of Corporate Governance (“the Code”,
www.corporategovernanceboard.se), the Swedish Financial
Supervisory Authority’s rules and Swedbank’s Articles of
Assaciation. Published recommendations from various
international bodies may influence corporate governance
as well.

These rules regulate the delegation of responsibility for
gavernance, control and monitoring of operations between the
shareholders, the Board of Directors and the CEO. No deviations
from the Code or the rules of the stock exchange (NASDAQ OMX,
Stockholm) were reported in 2011.

Swedbank has a governance model and operational
structure designed to ensure that all employees work toward
the same goals and support the bank’s purpose: a sound and
sustainable financial situation for the many households and
businesses. This requires a clear vision and purpose far the
bank’s operations as well as defined values. Established
strategies, goals, policies and guidelines that clarify how the
bank and its employees should act and measure the various
aspects of their performance are also important. The gover-
nance model describes, among other things, the delegation of
responsibility within the Group, where role descriptions are
crucial to strong and effective Group-wide processes. In the
model, autharity and responsibility are also delegated based
on Group-wide principles. An important corporate governance
principle is that decisions should be made as close to customers
as possible to best meet their needs. This places high require-
ments on managing risks.

The Group structure provides a framework for various roles,
functions and reporting channels within the bank. The bank is
organised in six business areas. It also has seven Group Functions
that operate across the business areas and are responsible for
maintaining effective standards and routines.

The illustration on the following page shows the formal
corporate governance structure and governance philosophy.
The figures in the boxes refer to corresponding sections in the
corporate governance report.

“vaedbank has a governance model and operational structure designed
to ensure that all employees work toward the same goals and support the
bank’s purpose: a sound and sustainable financial situation for the many

households and businesses. ”

Swedbank Annual Report 2011
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Shareholders through the Annual General Meeting (1)

The shareholders exercise their influence by participating
in the Annual General Meeting (AGM), which is the bank’s
highest decision-making body.

Swedbank’s AGM is normally held in Stockholm in March.
According to the bank’s Articles of Association, the AGM must
be held before the end of April, or under special circumstances
not later than 30 June. The time and location are published in
Swedbank’s year-end report and on its website. The notice of
the AGM is usually published five weeks in advance in Post och
Inrikes Tidningar (Official Swedish Gazette) and on the bank’s
website. An announcement that the notice has been posted is
also placed in the Swedish daily Dagens Nyheter.

Swedbank is a Euroclear registered company, which means
that its shares are recorded by Euroclear Sweden AB. All
shareholders who are directly recorded in the register five
working days prior to the AGM and who have notified
Swedbank in time of their intention to participate are entitled
to attend the AGM. Shareholders may attend the AGM in person
or by proxy and may be accompanied. Shareholders are able to
register for the AGM in several different ways: by telephone,
email or letter.

Shareholders wishing to have an issue brought before the
AGM must submit a written request to that effect to the Board
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*The Russia & Ukraine and Ektornet business areas report directly
to the Chief Financial Officer within Group Functions.

of Directors. Any such requests must reach the Board of
Directors no later than seven weeks prior to the AGM to ensure
that the issue can be included in the notice.

Extraordinary general meetings can be held as well, the
most recent of which was in 2009. Shareholders with a total
of at least one tenth of the votes in the bank or the bank’s
Auditor may request an extraordinary general meeting. The
Board can, onits own initiative, also call an extraordinary
general meeting.

Shareholders’ power of decision

The AGM's resolutions include:

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

« Discharge from liability for Board members and the CEO

* Amendments to the Articles of Association

« Election of Auditor

¢ Income statement and balance sheet

¢ Allocation of the bank’s profit or loss

« Approval of the remuneration principles for the CEO and
certain other senior executives through adoption of the
remuneration guidelines for them

Since 2010, resolutions at the AGM are normally decided by vote,
where a special majority is required. Swedbank’s Articles of
Association contain limitations on the voting rights of the
holders of class C shares. The Cshares carry one tenth of one



vote each. The ordinary and preference shares have equal
voting rights: one vote per share.

The AGMis held in Swedish and interpreted to English. All
material for the meeting, including the minutes, is in Swedish, but
is translated to English. The documents are posted on the website.

Information on Swedbank’s shares, shareholders and buy-
back programme can be found on pages 48-51,and on
Swedbank’s website under the heading “Investor Relations/
Swedbank shares”.

Annual General Meeting 2011

The 2011 AGM was held in Stockholm on Friday, 25 March.

A total of 890 shareholders attended personally or by proxy.
They represented slightly over 52 per cent of the votesin
the bank.

The 2011 AGM was attended by all members of the Board of
Directors and all members of the Group Executive Committee
as well as the Chief Auditor. Allnominated directors were
present except Olav Fjell, who instead introduced himselfin a
short video broadcast.

Among the 2011 AGM resolutions were the following:

« Adoption of the annual report

¢ Adividend for the financial year 2010 of SEK 4.80 per
preference share and SEK 2.10 per ordinary share

« Election of the Board members and the Chair

* Fees to the Board members and the Auditor

¢ Repurchase of shares for the securities operations and
authorisation of the Board to resolve to repurchase
additional shares to adjust the bank’s capital structure to
prevailing capital needs

* Remuneration guidelines for senior executives

¢ Performance and share-based remuneration programmes for
2010and 2011, the related issuance and repurchase of C shares,
and the principles for appointing the Nomination Committee

Nomination Committee (2)

The Nomination Committee is the shareholders’ governing
body, which nominates Board members and the Auditor and
proposes their fees, among other things.

The 2011 AGM decided on the principles for the appointment of
the Nomination Committee for the 2012 AGM. They include
that the committee will be comprised of five members: the
Chair of the Board and one representative of each of the four
largest shareholders (based on known data on the last business
day in August 2011), on the assumption that they wish to
appoint a member. A member may also represent a group of
shareholders under certain circumstances. If a member leaves
the Nomination Committee before its work is completed, the
committee may decide to replace him or her with another
person representing the same shareholder or with a person
representing the next largest shareholder that has not already
appointed a member to the committee. The Nomination

CORPORATE GOVERNANCE REPORT 5 5

Committee’s current composition is available on the bank’s
website under the heading "About Swedbank/Corporate
gavernance”. The Nomination Committee appoints a Chair from
among its members. The Chair of the Board may not be Chair of
the Nomination Committee. The committee’s mandate is for
the period until a new Nomination Committee has been
constituted. Members of the Nomination Committee are not
remunerated for their work or costs incurred. However, the
Nomination Committee has the right, at the bank’s expense, to
engage a recruitment consultant or other external consultants
as it deems necessary to fulfil its assignment.

The duties of the Nomination Committee, where applicable,

are to submit proposals to the following AGM for decision

regarding:

« Election of a Chair of the AGM

* Fees for the Board members and Auditors

« Election of the Board members, Chair and Auditors

* Principles for appointing the Nomination Committee at
the next AGM

The composition of the Board should reflect diversity and breadth
in terms of the competence, experience and background of its
members.The bank’s operations, stage of development and
future direction are also takeninto account. While it is important
that the Board has the support of shareholders, it also has to
beindependent inrelation to the bank and its excecutive
management, as well as to the bank’s major shareholders.

The Nomination Committee for the 2012 AGM

Lennart Anderberg,  Owner-group
Chair Foreningen Sparbanks-

intressenter 7.20%
Tommy Hjalmarsson ~ Owner-group

Sparbanksstiftelserna 2.63%
Tomas Norderheim Owner-group Folksam 9.44%
Rose Marie Westman  Alecta Pensions-

3.56%

forsakring, émsesidigt
2011 AGM

Lars Idermark,
Chair, Swedbank AB

The Nomination Committee’s work during its mandate;

« Studied an evaluation of the Board’s work (see below)

« Studied the CEO’s view of the bank’s operations and the
challenges it faces in the next few years

* Studied the Chief Auditor’s view of the bank, the Board and
the Group Executive Committee

« Studied two Board members’ views of the bank’s operations
and the Board's work (done individually without the Chair)

* Reviewed competence needs and discussed the Board's
compositionin the light of Swedbank’s strategies

* Nominated Board members, including the Chair

« Verified the candidates’ independence

* Presented remuneration proposals for the Board and Auditor

* Reviewed and issued a proposal on the principles for
appointing the Nomination Committee for the 2012 AGM

Swedbank Annual Report 2011
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External Auditor

The AGM elects the external Auditor, who is nominated by
the Nomination Committee. Auditing duties for the bank are
normally for four years, although a decision may be made to
replace the Auditor before the conclusion of the four-year
period. The Auditor reviews Swedbank’s annual report and
corporate governance report as well as the administration
of the Board of Directors and the CEQ.

At the AGM, the Auditor presents the Auditors’ report and
describes the audit work.

The Auditor presented his review and comments to the
Board four times in 2011. On one of these occasions no one
from the excecutive management was present. The Auditor
regularly meets the Chair of the Board, the Chair of the Audit
and Compliance Committee, the excecutive management and
other operating managers. The Auditor normally also meets the
representatives of the Swedish Financial Supervisory Authority
during the financial year.

Swedbank’s interim reports are reviewed by the Auditor.

Inaccordance with its Articles of Association, Swedbank
shall have no less than one and no more than two authorised
public accountants. The appointed auditor is Deloitte AB,
Sweden, with Authorised Public Accountant Svante Forsberg
as Chief Auditor. Svante Forsberg has been in charge of
auditing duties for Swedbank since 2010. Aside from Swedbank,
he has auditing assignments for primarily the following
companies: Alliance Oil, Black Earth Farming, Fabege, Lannebo
Fonder, Max Matthiessen and Skandia Liv. Svante Forsberg has
no assignments for other companies that affect his indepen-
dence as an auditor of Swedbank. Remuneration for the Group’s
auditor is reported in note G13. The Swedish Financial Supervisory
Authority is entitled to appoint an auditor of the bank, but has
not exercised thisright in several years and did notdosoin 2011.

Board of Directors (4)

The shareholders elect the Board of Directors at each AGM
i.e. for a mandate of one year. The Board has overall
responsibility for managing Swedbank’s affairs in the
interests of the company and all shareholders.

The Board consists of ten members elected by the AGM.
Italsoincludes two employee representatives and their
deputies in accordance with special agreements with the
Financial Sector Union of Sweden and Akademikerfareningen.
The bank’s Board meets the requirements of the Code with
respect to its members’ independence. All members except
Goran Hedman are considered independent in relation to the
bank, its excecutive management and the major shareholders.
An even gender distribution on the Board is desirable over
time. The current distribution is 40 per cent women and 60 per
centmen. In 2010it was 50/50. The 2011 AGM elected one
new member: Olav Fjell. Lars Idermark was re-elected as Chair.
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Swedbank’s Articles of Association state that the Chair of
the Board is appointed by Annual General Meeting for a period
of one year, but otherwise do not have any special provisions
on the appointment/dismissal of Board members.

Neither the CEQ, the CFO, the Company Secretary nor the
Chief Legal Officer is a member of the Board. They attend
Board meetings, however, except when issues are discussed
where they could have a vested interest or it is otherwise
unsuitable for them to attend, e.g. when the CEQ’s work is
evaluated. The deputy employee representatives normally do
not attend Board meetings. The Board’s composition is
presented on pages 64-67.

The Board’s responsibilities and delegation
of responsibilities
The Board sets operational goals and strategies; appoints,
dismisses and evaluates the CEO; ensures that effective
systems arein place to monitor and control operations and that
laws and regulations are followed; and ensures that the
information released to the publicis transparent and accurate.
The Board makes the final decision on the appointment/
dismissal of the CFO and the CRO.
The Chair of the Board has specific responsibilities, including:
¢ Oversee the CEO’s work and be a discussion partner and
support for him or her, as well as monitor that the Board's
decisions and instructions are implemented.
¢ Organise and manage the Board's work, encouraging an open,
constructive dialogue within the Board, and develop the
Board'’s competence onissues of importance to operations,
including the evaluation of the Board's work

The overall responsibility of the Board cannot be delegated.
However, the Board has committees that monitor, prepare and
evaluate issues within their respective areas for resolution by
the Board. The division of work between the Board, the Chair of
the Board and the CEQ is determined annually in the Board’s
instruction for the CEO.

Special instructions are also in place for the Board’s commit-
tees. The Board appoints the members of the committees at its
statutory meeting following the AGM. Changes in the members
of the committees can be made at any time during the year.

The Board and committees can, at the bank’s expense,
engage outside experts if deemed necessary to fulfil its
assignment or to obtain information on market practices.

More information on the work of the committees can be
found on pages 58 and 59. Internal Audit reports directly to the
Board. During the year a new head of Internal Audit was
appointed after the previous executive became head of the
Baltic Banking business area.

Evaluation of the Board and the Chair of the Board

Each year the Chair of the Board initiates an evaluation of the
Board'’s work. This was done in 2011 through a written
questionnaire and in-depth interview with each Board member
without hiring an outside consultant. The results were
compiled and presented to the Board.



The Board’s work

In 2011 the Board held 20 meetings, two of which were by
telephone and four per capsulam. The Board also conducted
two workshops on liguidity, among other issues. All the
meetings except one were held in Stockholm. The Board was
unanimous inits decisions, and no dissenting opinions were
noted on any issue during the year. For information on
attendance at the Board meetings during the year, see pages
64-67. Each year the Board establishes a plan for its work,
where it decides whichissues to treat in depth. This is based on
the processes used in the bank as shown below.

Other majorissuesin 2011 included the following:

» The European crisis and its effect on the bank, its limits and
exposures

» Capital and liquidity goals

e Sharerepurchase

e Liquidity strategies and funding issues

* Stress tests

* Remunerationissues

* The ongoing risk and capital situation, including the Internal
Capital Adequacy Assessment Process (ICAAP)

« Credit decisions where the total Group credit limit exceeds
10 per cent of the capital base (corresponding to SEK 9.3bn as
of 31 December 2011) for the Swedbank financial companies
group, as well as on limits for credit risk concentrations

« Evaluation of the CEO

* Business intelligence
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During the autumn the Board travelled throughout Sweden to
obtain greaterinsightinto the retail operations and local
market conditions, challenges and opportunities. During the
trip a number of study visits were made to the bank’s branches,
where discussions were held with employees, regional
managers, customers, decision-makers and analysts.

Prior to each Board meeting the proposed agenda is
distributed together with detailed material. This is normally
done a week in advance through an electronic data room,
where members can view the documents. The Chief Auditor
also has access to the system, which has mail, chat, and voting
functions, and shows when the documents were accessed on
anindividual basis. The material for the meetings is saved
electronically, including documents not enclosed with minutes.
In addition to committee members, the minutes from all
committee meetings are distributed to the other members of
the Board, the CEO, the Head of Internal Audit and the external
Auditor. The Board is informed about issues addressed by the
committees at its subsequent meeting.

New Board members attend the bank’s own introductory
training. This applied to Olav Fjell, who was elected by the 2011
AGM. He has also attended the stock exchange’s training. The
purpose of the internal training is to quickly become familiar
with the organisation and operations and better understand
Swedbank’s values and culture.

Board work 2011

« Year-end report, *Q1
annual report and
Annual General
Meeting

 Operations-
related issues

of policies and
instructions

* Annual adoption

 Personnel- <03
relatedissues - Operations-

relatedissues

« Operations-
relatedissues

« Performance
evaluationand
new goals for CEO

< Annual plan
Internal Audit

* Operations-
related issues
« Operating plan
» Market and
liquidity risk

limits

< Internal Capital
Adequacy Assessment
Process (ICAAP)

 Risk report and
rating classification

* Annual update
liability insurance

« Conversion of
preference shares

 Operations-
related issues

° Q2 * Operations-  Extended Board
related issues meetings
« Conversion of * Annual adoption
preference shares of Swedish
prospectus

Swedbank Annual Report 2011
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Risk and Capital Committee 41

The role of the Risk and Capital Committee is to support the
Board inits risk management work. However, the Board has
ultimate responsibility for the risks taken by the bank and
for assessing its capital requirements.

The Board ensures that routines are in place to identify and
define risks relating to business activites as well as to measure
and control risk-taking. Through the Board’s risk and capital
policy, the CEQ receives guidelines for risk governance and
management, risk control, risk and capital evaluation, and
capital management. The policy describes the connection
between risk and capital as well as how risk and capital
management support the business strategy.

The Committee covers the following areas:

* Market risk

e Credit risk

e Liquidity and funding (e.g. limits on liquidity risk)

 Capital (e.g. monitoring the capital base, risk-weighted
assets and related governance models)

Each month the committee receives a special risk report from
the Group’s risk control unit including the Group’s credit risk,
liquidity risk and market risk performance.

A more detailed description of the Group’s various risk areas
and risk management can be found in the risk section beginning
onpage 35andinnote G3.

The CEO is not a member of the committee but normally
attends the its meetings. The members of the committee have
special competence and experience working with risks. For
information on the members of the committee, see pages
64-67.

Keyissuesin 2011
e Internal Capital Adequacy Assessment Process (ICAAP)
and other capital-related issues
e The bank’s limits and exposures as a result of the crisis
in Europe
e Stress tests of various credit portfolios
« Size of the bank’s liquidity portfolio and other liquidity issues
¢ Funding-related issues and strategies, especially with
regard to covered bonds
¢ Share repurchases

Swedbank Annual Report 2011

Remuneration Committee 42

The Board's Remuneration Committee monitors, evaluates
and prepares remuneration issues for resolution by the
Board.

The Committee controls that remuneration systems in the
bank generally conform to effective risk management and are
designed to reduce the risk of exaggerated risk-taking.
Remuneration systems must also comply with all applicable
rules, such as those of the Code and the Swedish Financial
Supervisory Authority. The work of the Remuneration Commit-
teeincludes:

« Salary, pension, variable staff costs and other benefits for
seniar executives according to the guidelines adopted by the
AGM and for the Head of Internal Audit

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

* The Board's remuneration policy

 Decisions according to or deviations from palicies in the
remuneration area

* Annual review and evaluation of the effectiveness of the
remuneration instructions, and

* Preparation and recommendation to the Board on remunera-
tion to consultantsin cases where total remuneration
exceeds SEK 20m.

The chair of the committee, who may be the Chair of the Board,
should have the knowledge and experience in risk analysis
required to make an independent evaluation of the suitability
of the bank’s remuneration paolicy. The members of the
committee should also have the appropriate knowledge and
experience as regards executive remuneration issues and risk
management. Members must be independent in relation to the
bank and its excecutive management. For information on the
members of the committee, see pages 64-67.

Key issuesin 2011

« Allocation of the bank’s performance and share-based
remuneration programme and other issues associated with
the programme

« Total remuneration for newly appointed senior executives

* New collective pension agreement for the Swedish market

* Remuneration guidelines for senior executives

Forinformation on remuneration to members of the Board of
Directors, the CEO and other members of the Group Executive
Committee, see pages 64-67, note G12 and the bank’s website
under the heading Corporate governance.



Audit and Compliance Committee 43

The Audit and Compliance Committee, through its work and in
consultation with the outside auditor, the Head of Internal Audit
and the Group Executive Committee, provides the Board with
good access toinformation on business activities. Its purpose is
toidentify any deficiencies in routines and in the organisation
in terms of governance, risk management and control.

The work of the Audit and Compliance Committee is focused on

internal control and governance processes and their adequacy,

as well as monitoring the effectiveness of Swedbank’s internal

audit, internal controls and risk management with respect to

financial reporting. Its work also encompasses the quality of

the financial reporting and whether the reporting complies

with current laws, applicable accounting standards and other

requirements for listed companies. In the area of compliance,

the information includes whether the work within Swedbank

is being conducted in accordance with external laws and

regulations and internal policies and instructions, as well as

information on ongoing contacts with supervisory authorities

in countries where the bank has operations. The focus in terms

of operational risks is mainly on information about them and

how these risks are managed. The Audit and Compliance

Committee also reviews the internal and external auditors’

work to ensure that it has been conducted effectively andin

an otherwise satisfactory manner. Based on the information

presented, the committee proposes measures that are decided

on by the Board where deemed necessary.

The committee’s work also includes:

¢ Reviewing and evaluating the Group's financial reporting
process

¢ Responsibility for the quality of the company’s reporting

¢ Responsibility for ensuring that the interim reports and
year-end reports are audited or reviewed by the Auditor

* Meeting the Auditor on each reporting date

e Staying informed of accounting standards

¢ Reviewing the quarterly reports and suggestions for
improvements from Internal Audit, risk control and
compliance within their areas, including management of
risks in accordance with the Group’s policy, and staying
informed of risk evaluations and risk reports

« Evaluating and assisting the appointment of the head of
Internal Audit

The head of Internal Audit attends the committee’'s meetings.
The majority of the members must be independent in relation
to the bank and its excecutive management. At least one member
must also be independent in relation to the bank’s major
shareholders. At least one member must have special competence
in accounting or auditing. For information on the members of
the committee, see pages 64-67.

Key issuesin 2011

¢ Monitoring Internal Audit’s annual plan and strategic priorities

* Monitoring external audit’s plan and risks in the financial
reporting
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Internal Audit

Internal Audit, which reports directly to the Board, reviews
and evaluates effectiveness, governance, risk management
and control in the Group.

An audit function independent of the Group Executive
Committee, Internal Audit also works proactively to suggest
improvements to internal control. Reviews are summarised
guarterly inreports to the Board, the Audit Committee, the
CEOand the external auditor. The Head of Internal Auditis a
co-opted member of the Audit and Compliance Committee.

All auditing activities in the Group are coordinated, i.e.,
reviews are planned, implemented and reported using the same
approaches and methads.

CEO and Group Executive Committee 6

The President and CEQ is responsible for managing
Swedbank’s day to day operations in accordance with
external regulations and within the framework set by the
Board of Directors. The CEO represents the bank externally
on various matters, leads the work of the Group Executive
Committee and makes decisions after consulting its members.

The CEO is the officer ultimately responsible for ensuring that
the Board's strategic direction and other decisions concerning
the bank are implemented and followed by the business areas
and subsidiaries, and that risk management, governance, IT
systems, organisation and processes are satisfactory particulary
inregard torisks. The CEQ is permitted to delegate duties to
subordinates or Group committees; however, ultimate
responsibility is retained by the CEO. On committees where
the CEQis a member, he or she normally must be present at a
meeting and agree with its decision for the decision to pass.
The CEO is responsible for following up the Board’s decisions
and ensuring that any significant failure to implement them is
reported to the Board. The Board's view of the CEQ’s special
areas of responsibility is spelled out in, among other places, its
instruction for the CEO and policies. The CEQ is also responsible
for ensuring that the Board’s policies and instructions are
followed within the Group and that they are reviewed and
evaluated annually.

The CEO establishes Group-wide rules on internal contraol.
To support internal control, the CEQ has a number of monitor-
ing units within the Group, mainly Group Finance, Risk and
Compliance. Follow-ups are done monthly through written
reports and in-depth review meetings with the heads of the
various Group Functions and with the business areas. For more
information, see the Board of Directors’ report on internal
control of financial reporting on page 62.

The CEO leads the work of the Group Executive Committee
and makes decisions after consulting its members. The Group
Executive Committee consists of ten members: (1) the CEO, (Il
the Head of Retail, (Ill) the Head of Large Corporates &
Institutions, (IV) the Head of Baltic Banking, (V) the Head of

Swedbank Annual Report 2011
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Group Business Support, (V1) the Chief Financial Officer, (VII)
the Chief Risk Officer, (VIIl) the Head of Human Resources, (1X)
the Head of Corparate Affairs, and (X) the Chief Legal Officer.
The Head of Asset Management and the Head of Group
Compliance are co-opted members of the Group Executive
Committee. The Group Executive Committee normally meets
every two weeks.

The CEO also has a Senior Management Forum (SMF), a
discussion forum for implementation and coordination of
strategicissuesin the Group. The CEQ evaluates the composi-
tion of the SMF to ensure that it has the right combination of
competence and experience. The SMF usually includes the
heads of the business areas and regional managers.

The CEQ s responsible for evaluating the other senior
executives and ensuring that the Group has a strategy for
competence management.

The Group also includes an Asset and Liability Committee,
which deals with issues concerning the balance sheet, liquidity
and financial risk; a Group Risk and Compliance Committee,
whose taskis toimprove efficiency and handle issues in the
area of operational risks and compliance; and a Remuneration
Committee, which drafts proposals for remuneration systems
and recommends variable remuneration for employees to the
Board’'s Remuneration Committee. For information on
remuneration principles and remuneration to senior executives,
seenote G12.

Key issuesin 2011

e The strategy process for the bank as a whole as well
as at the business area level

e Cost trends

» Competence issues

¢ Risk-adjusted returns

 Tasks and responsibilities delegated to employees

e Operational risks in order to create improved quality
and effectiveness

e Funding strategies

e Credit ratings

Business areas

An effective operating structure isimportant to the
governance of the bank. Swedbank’s business areas are a
combination of geographical operating areas and market
areas. The Group structure provides a framework for various
roles, functions and reporting channels within the bank.

Swedbank is organised in six business areas: Retail, Large
Corporates & Institutions, Baltic Banking, Asset Management,
Russia & Ukraine and Ektornet. Further information on
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Swedbank’s business areas, is available on 20-34. The heads
of the four largest business areas are responsible to the CEO
regarding their respective business area’s operations and
reports continuously to the CEO. The heads of Russia & Ukraine
and Ektornet, on the other hand, report directly to the CFO.
The heads of the business areas receive support from their
management teams and have the option of delegating
responsibility, but are still ultimately responsible to the CEQ
and CFO. The responsibilities of the heads of the business
areasinclude:
¢ Developing the business area’s strategy and business plans
and ensuring that they are implemented and reported to the
CEO
¢ Creating and maintaining reporting and communication
channels to bring attention to issues of material significance
that have to be addressed at the CEO or Board level. All of
these issues should be supported in a written report with
recommendations

Ensuring that policies and instructions are followed within
the business area

Monitaring, following up and managing the business area’s
assets, liabilities and profitability
Maintaining a sound system of internal control in order to

prevent, detect and quickly respond to risks as well as ensure
that laws and rules are followed
Taking responsibility for ensuring that the business area

effectively implements the bank’s governance model.

]

Group Functions

The business areas are supported by a number of Group
Functions that operate across the business areas: Group
Finance, Risk, Compliance, Corporate Affairs (communica-
tion, strategic marketing and public affairs), HR, Legal
Affairs, and Group Business Support. The Group Executive
Committeeisincluded as well. The Group Functions are
described in more detail on pages 32-34.

Among the tasks of the Group Functions is to develop
Group-wide policies for the Board to adopt. They also develop
Group-wide instructions, which are established by either the
Board or the CEQ. Group Functions are also responsible for
monitoring their implementation as well as for ensuring
governance in the Group. The purpose of these Group-wide
rules and processes is to support the CEOQ and the Group’s
business operations and to clarify Swedbank’s vision, purpose,
values and strategies. The duties of the Group Functions also
include creating and monitoring shared procedures, which
support the business operations and facilitate knowledge
transfers between the bank’s various markets. They are



responsible for compiling and analysing reports to the CEO and
the Board as well as proposing solutions for “escalating” issues
within their areas and thereby creating an effective solution to
the problem. The head of each Group Function should have
unrestricted insight in business operations in order to fulfil his/
her obligations. The control functions include Accounting &
Finance, Risk and Compliance, which continuously monitor
operations. In this way the Group Functions support the CEQin
his assignment to ensure governance and monitoring.

Corporate culture ©

Swedbank’s corporate culture is based on simplicity, openness
and caring. Maintaining the commitment, focus and motivation
of Swedbank’s employees requires their understanding of the
bank’s purpose and values.

Swedbank’s strongly believe that a traditional banking
model with close customer relations is the best way to promote
the bank’s purpose and goals. The basis of all advice is the
customer’s needs. The business model therefore focuses on
advisory services, where authority and responsibility rest as
close to customers and business as possible.

Policies and guidelines describe how the bank operatesin
various respects, an effective operating structureand a
reporting structure. The bank has a code of conduct with
guidelines on how employees are expected to act vis-a-vis
customers as well as with each other, suppliers, competitors,
authorities and the public and society at large. There is also a
framework for the delegation process within the Group. Even
after atask has been delegated, responsibility still rests with
the delegator. However, the person delegated shares that
responsibility.

To ensure balanced delegation, rules are in place to
determine when various issues should be referred to a higher
level or to the CEO and Board for immediate action, so-called
“escalation”. This ensures that those ultimately responsible for
the bank’s operations maintain the necessary overall control.

Anotherimportant component of stability and sound
risk-taking in the bank is a well-functioning, market-based
remunerationo structure. For more information, see note G12.

Information to the capital market 10

Swedbank shall provide shareholders, analysts and other
stakeholders prompt, accurate, consistent and simultaneous
information on the Group’s operations and financial position.
Transparency fosters an understanding of the financial
reporting and the decisions that are made, as well as of the
industry as a whole.
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Swedbank’s external reports should reflect the progressin
achieving the bank’s goals and priorities as well as other
important changes required to monitor and evaluate the bank’s
financial position. The financial information should also create
good insight into the bank’s track record, current and future
development, and be in line with the executive managements’
and the Board's opinions regarding the bank.

The bank works actively with investor relations and during
the year met around 350 individual investors and analysts from
around the world at a number of meetings it arranged as well
as atinternational and national seminars and conferences.

The meetings focused on the latest financial report, the bank’s
strategy or more specificinformation on a particular operating
area. InFebruary 2011 a capital market day was arranged
where the bank presented its overall goals and strategies as
well as those of each business area.

In 2011 Swedbank received several awards for its capital

market information, including:

e Bestinvestor relations in Sweden (for the second consecutive
year) and best investor relations in the banking and finance
sectorin Europe, both from IR Magazine

e First prize in Ernst & Young's Risk Transparency Award

The Group’sinformation policy, which is included in the internal
control environment, is designed to ensure that Swedbank
meets the requirements placed on publicly listed companies.
Swedbank’s annual reportis distributed in printed form to
those who have actively requested it. The annual report,
interim reports, year-end reports, press releases and other
relevantinformation on the bank are available on the Group’s
website, which is updated continuously.

Further information on corporate governance

On Swedbank’s website, www.swedbank.com, under the tab

“About Swedbank,”is a special section on corporate governance

issues, which contains, among other things:

* Swedbank’s Articles of Association

e The Nomination Committee’s principles and work

e Information on Swedbank’s Annual General Meetings
since 2002

e Information on remuneration in Swedbank and an evaluation
of the remuneration guidelines for Swedbank’s senior
executives

* The bank’s code of conduct

e Information on Board members and the Group Executive
Committee

Swedbank Annual Report 2011
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The Board of Directors' report
on internal control of financial reporting

The Board of Directors is ultimately responsible for ensuring
that the internal control of financial reporting complies with
external rules. These rules, which contain information require-
ments on how internal control is organised, are designed to
provide reasonable certainty of the reliability of the financial
reporting. The information below describes how internal control
is organised, not the quality of the control as such.

Regulatory framework

This report on Swedbank’s internal control of financial reporting
is designed based on the COSO model (The Committee of
Sponsoring Organisations of the Treadway Commission) and
comprises five internal control components: as described below.

Control environment

The control environment serves as a foundation for Swedbank’s
internal control and is based on the culture established by

the Board and operating management. It is defined primarily
through the organisational structure, policies, instructions and
competencies, and creates structure and support for internal
control components. Inits fundamental policy documents,

the Board has decided on the principles for financial reporting
and its control. This creates an environment that supports
reliable and accurate reporting.

Risk assessment

Besides the risk analyses from a general risk perspective, which
include the risks in financial reporting, Swedbank also conducts
annual self-assessments of the internal control of financial
reporting. Risk assessments of the financial reporting identify
significant risks that affect reporting by the Group’s companies,
business areas and processes. From a balance sheet and income
statement perspective, the assessments focus on materiality;
from a process perspective, they focus on complexity. The risk
assessment serves as the basis of measures to safeguard the
internal control of financial reporting processes.

Control activities

Swedbank has established overarching control activities and
works continuously to document, evaluate and improve controls
in all significant processes. Control activities are designed to

manage the risks that have been identified in the risk assessment.

Control activities associated with financial reporting are
performed on several levels and include processes and
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structures to analyse and monitor developments in the Group’s
business operations relative to forecasts and predefined
financial indicators. Group-level rules are in place for internal
accounting principles, planning and monitoring processes, and
reporting routines. GroupFinance is responsible for updating
the bank’s accounting instructions, communicating them and
making them available to the reporting units. To ensure the
correct application of the bank’s accounting rules, finance
managers regularly meet with local accounting managers,

at which time current accounting and reporting issues are
addressed. Swedbank has a central valuation group whose
purpose is to ensure the accurate valuation of assets and
liabilities at fair value. Local and central controller and
accounting departments perform controls mainly through
reconciliations between sub-ledgers and ledgers, as well as
routines to ensure the existence of assets and liabilities and
that assets, liabilities and business transactions have been
correctly reported. Analyses of financial results are presented
monthly to Swedbank’s executive management. The Board’s
Audit and Compliance Committee is tasked with monitoring
the financial reporting and the effectiveness of Swedbank’s
internal control, Internal Audit and risk management, which
are described in more detail in the corporate governance report
under the heading 4.3.

Information and communication

The main communication channel within Swedbank is its
intranet, where the Group publishes paolicies, instructions,
directives and manuals containing rules for financial reporting.
Each country also hasits own intranet, where national
accounting routines are made available. Swedbank utilises
information security, which is designed to ensure that levels
of authority fall within authorisation limits. A whistleblower
procedure isin place for employees to anonymously report
any suspicions of fraud or other wrongdoing. Reports are
handled by Group Compliance.

Monitoring

On behalf of the Board, Internal Audit also reviews and
evaluates how governance, risk management and internal
control are organised and their effectiveness. The internal
control over financial reporting is monitored by Group staff
Group Finance.



“ | Googled ‘best bank for small
businesses’ and found out that
Swedbank has a tool that can link
my bookkeeping and accounts

In a really smart way. That's why
| chose vaedbank.”

Jenny Lagerqvist,
Small business owner
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Board of Directors

Lars Idermark

Anders Sundstrém

Olav Fjell

Year of birth

Born 1957
Chair since 2010

Born 1952
Deputy chair since 2009

Born 1951
Board member since 2011

Shareholdingsin
Swedbank

Own and closely related parties: 143 Ashares
and 0 preference shares

Own and closely related parties: 11 000 A
sharesand 19 000 preference shares

Own and closely related parties:
7 700 A shares and O preference shares

In Swedbank as

W Board of Directors, Chair

B Remuneration Committee, Chair

m Risk and Capital Committee, Chair
Attendance: m20/20 m13/13 m12/12
Total fees: ®1350000 m 100000
m250000

M Board of Directors, Deputy Chair

m Remuneration Committee, member

W Risk and Capital Committee, member
Attendance: m20/20 m10/13 m10/12
Total fees: 675000 m 100000

m 250000

W Board of Directors, member

M Remuneration committee, member
Attendance: m10/13 m7/8

Total fees: @400 000 m 100000

Board member’s
independence

Independentin relation to the bank and the
management of the bank and independent
inrelation to the bank’s major shareholders

Anders Sundstrém is the CEO of Folksam
Omsesidig sakférsakring and Folksam émsesidig
livforsakring which have significant business
relations with Swedbank, The Nomination
Committeeis of the view that Anders Sundstrom
-all aspects considered, and also taking into
consideration the co-operation agreement
between the bank and Folksam regarding property
insurance and asset management among other
things as well as the particular extent and nature
and way in which these businessrelations are
managed - is considered to be independent in
relation to the bank, the management of the bank
and the bank’s major shareholders.

Independent in relation to the bank and the
management of the bank and independent in
relation to the bank’s major shareholders.

Education

Master Business Administration

University studies in Social Sciences

B.Sc. Business and Economics

Bank specific
experience

Operational: 7 years. Board: 11 years

Operational: 2 years. Board: 9 years

Operational: 13 years

Work experience

President and CEQ, Post Nord AB
President and CEQ, KF/Coop ® President and
CEO, Second Swedish National Pension Fund

© Deputy President and CEO, Capio AB ®
Executive Vice President and Deputy President
and CEQ, FéreningsSparbanken (Swedbank)

© CFOand Executive Vice President, Férenings-
banken AB @ President and CEO, LRF Holding AB

President Folksam dmsesidig sakforsakring
and Folksam émsesidig livférsakring
Minister for Employment, Minister for Enter-
prise and Energy and Minister for Social Affairs
® Local Government Commissioner, Pited
municipality ® Member of Parliament ® Chair
of the Board of Directors, Sparbanken Nord
(the Savings bank Nord) ® CEO, Sparbanken
Nord (the Savings bank Nord)

President Hurtigruten ASA

President Lindorff Group ® Corporate advisor
First Securities ® President of Statoil ®
President Postbanken ® Executive Board

of DnB @ Bergen Bank/DnB various positions
© CFOKongsberg Vapenfabrikk

Other
significant
assignments

Chalmers University of
Technology Foundation, Board member

Arbetsgivarforeningen KFO, Board member
Bommersvik AB, Chair ® FIHHolding A/S, Board
member ® Forsikrings-Aktieselskabet ALKA (DK),
Board member ® Forenade Liv Gruppforsdkrings
AB (Groupinsurance for employees and for members
of trade unions), Chair ® ICMIF (Great Britain), Deputy
chair ® KPA AB, Chair ® KPA Pensionsforsdkring
AB, Chair ® Konsumentkooperationens pensions-
stiftelse, (The Co-operative Pension Foundation),
Chair ® Svensk Forsakring, Board member ®
Svensk Forsakrings Service AB, Board member

Concedo ASA,Chair ® Franzefoss AS, Chair ®
Lotos E&P Norge AS, Deputy chair ® SPTAS,
board member
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Ulrika Francke

Goéran Hedman
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Anders Igel

Born 1956
Board Member since 2002

Born 1954
Board member since 2010

Born 1951
Board member since 2009

Year of birth

Ownand closely related parties: 11050 A
shares and 3 300 preference shares

Own and closely related parties: 85 A shares
and 24 preference Shares

Own and closely related parties: 7500 A shares
and 0 preference shares

Shareholdingsin
Swedbank

M Board of Directors, member
Audit and Compliance Committe, Chair
Risk and Capital Committee, member
Attendance:m 20/20 = 5/5 m 10/12
Total fees: @400000 = 175000
250000

M Board of Directors, member
Risk and Capital Committee, member

Attendance: m20/20
Total fees: 400000

10/12
250000

M Board of Directors, member
® Remuneration Committee, member

Attendance: m19/20 m13/13
Total fees: @400000 m 100000

In Swedbank as

Independent in relation to the bank
and the management of the bank
and independentinrelation to the
bank’s major shareholders

Goran Hedman is the CEO of Sparbankenin En-
koping. All aspects considered, Goran Hedman is
not considered to be independent in relation to
Swedbank based on the fact that the coopera-
tion agreement signed between Swedbank and
Sparbanken in Enkdping was taken into account
when making the assessment. Géran Hedman is
considered to be independent in relation to the
management of the bank and the bank’s major
shareholders.

Independent in relation to the bank and the
management of the bank and independent
inrelation to the bank's major shareholders

Board member’s
independence

University studies

Upper secandary school

M. Sc. Electrical Engineering and
B.Sc. Business and Economics

Education

Board: 17 years

Operational: 37 years, Board: 9 years

Board: 3 years

Bank specific
experience

President and CEO, Tyréns AB

Presidentand CEO, SBC Sveriges Bostadsrdtts-
centrum AB ® Administrative director and

City Commissioner, City of Stockholm municipal
government @ President, Fastighets AB
Brommastaden

CEO, Sparbanken in Enkdping

Head of analysis at Group Credit, Férenings-
Sparbanken AB (Swedbank) ® Deputy Chief
Credit Officer, Foreningsbanken AB @ Leading
management positions, Foreningsbanken AB

Self-employed

Presidentand CEO, Telia Sonera AB ®
Presidentand CEO, Esselte AB ® Executive Vice
President, Telefonaktiebolaget LM Ericsson

Work experience

AKT Il Ltd, Board member e Hexagon AB, Board
member e Johanneberg Science Park Ek for,
Board member o STD Svensk Teknik och Design
(Swedish Technology and Design), Board mem-
ber e Stockholm Stads Brandfdrsakringskon-
tor,Board member e Stockholms Stadsteater
(The Stockholm City Theatre), Chair @ The City
Council of Stockholm, Deputy

Sparbanken i Enkdping, Board member ®
Uppsala Chamber of Commerce, Board member

Consultancy business in telecommunications
® |Industrial advisor to EQT

Other
significant
assignments
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Kristina Jansson

Jimmy Johnsson

Helle Kruse Nielsen

Year of birth

Born 1953
Employee representative since 2009

Born 1976
Employee representative since 2010

Born 1953
Board member since 2008

Shareholdingsin
Swedbank

Own and closely related parties:
1489 Asharesand 357 preference shares

Own and closely related parties: 75 A shares
and 0 preference shares

Own and closely related parties:
2500 Ashares, 5000 preference shares

InSwedbank as

M Board of Directors, member. Employee
representative.

Total fees: Nofees

M Board of Directors, member.
Employee representative.

Total fees: No fees

M Board of Directors, member
® Remuneration Committee, member

Attendance: m19/20 m12/13
Total fees: m400000 m 100000

Board member’s

Not applicable

Not applicable

Independent in relation to the bank and the

independence management of the bank and independent
inrelation to the bank's major shareholders
Education Upper secondary school Upper secondary school B. Sc. Business and Economics

Bank specific
experience

Operational: 39 years

Operational: 12 years

Board: 4 years

Work experience

Financial Sector Union, Chair, Swedbank
Retail advisor, administrative manager

and deputy branch manager, within Retail,
Swedbank

Systems manager, Swedbank Forsdkring AB
Systems manager, Swedbank Robur AB @

Sales manager, Lux Svenska AB @ Sales manager,
AB Norrtdlje Bilcentral

Self-employed

Head of the European division “Food”, Mars Inc
© President of the Scandinavian companies
within the Mars Group Head of Marketing,
Denofaand Lilleborg, Norway

Other significant
assignments

SPK, Board member

ForeningsSparbanken ABs resultatandels-
stiftelse Kopparmyntet, Board member

© Guldeken Foundation, Board member ®
SPK, Board member

Aker BioMarine ASA, Board member @
Gumlink A/S, Board member ® Lantmdnnen,
Board member ® New Wave Group AB, Board
member ® Oriflame Cosmetics SA, Board
member
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Pia Rudengren

Karl-Henrik Sundstrém
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Siv Svensson

Born 1965
Board member since 2009

Born 1960
Board member since 2009

Born 1957
Board member since 2010.

Year of birth

Own and closely related parties:
0Ashares, 1 000 preference shares

Own and closely related parties:
9750 A shares through Alma Patria AB and
O preference shares

Own and closely related parties:
1500A sharesand 0 preference shares

Shareholdingsin
Swedbank

M Board of Directors, member
W Risk and Capital Committee, member

Attendance: m19/20 m12/12
Total fees: ®400000 m250000

M Board of Directors, member
Audit and Compliance Committee, member

Attendance: m18/20 m4/5
Total fees: ®400000 m 125000

M Board of Directors, member
Audit and Compliance Committee, member

Attendance: m19/20 m5/5
Total fees: m400000 = 125000

In Swedbank as

Independent in relation to the bank and the

Independent in relation to the bank and the

Independent in relation to the bank and

Board member’s

management of the bank and independentin management of the bank and independent in the management of the bank and independent independence
relation to the bank's major shareholders relation to the bank's major shareholders inrelation to the bank's major shareholders
B. Sc. Business and Economics B. Sc. Business studies B. Sc.International Economics Education

Board: 3 years

Board: 3 years

Operational: 25 years, Board: 2 years

Bank specific
experience

Full-time board member
Vice President W Capital Management AB
© CFOInvestor AB

CFO and Vice President,

NXP Semiconductors

CFOand Vice President, Telefonaktiebolaget LM
Ericsson e Head of Global Services, Telefonak-

tiebolaget LM Ericsson e Head of Australia and
New Zeeland, Telefonaktiebolaget LM Ericsson

President and CEO, Sefina Finance AB
Presidentand CEQ, Sefina Svensk Pant-
belaning AB @ Vice President and Regional
Head, Nordea AB ® Group Controller and
Nordic Head of Global Operation Services,
Nordea AB ® Group Controller, Merita Nord-
banken AB ® Administrative Head,

PK Fondkommission AB

Work experience

Duni AB, Board member ® Metso Oyj, Board
member ® Social Initiative AB, Chair ® Tikkurila
Oyj, Board member ® WeMind Digital Psykologi
AB, Board member

Exencotech AB, Board member

Svenska Pantbanksfdreningen,
Deputy Chair

Other
significant
assignments
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Group Executive Committee

Michael Wolf

Thomas Backteman

Hdkan Berg

Mikael Bjorknert

Born 1963

Employed since 2008

In Swedbank as:

President and CEO since 2009
Shareholdings in Swedbank: Own and
closely-related parties: 40 500 A shares
and 43000 preference shares.More-
over, he does not ownany shares and is
nota partnerin companies which have
significant business relationships with
the bank.

Education:

M. Sc. Business and Economics

Work experience:

CEO of Intrum Justitia ® Vice President,
CFO and various positions within
Skandia ® Various positions within SEB
Outside directorships:

Stockholm Chamber of Commerce,
Board Member ® SvenskaBankforen-
ingen, Board member @ Telge Tillvaxt,
Board member

Born 1965

Employed since 2009

In Swedbank as: Head of Corporate
Affairs

Shareholdings in Swedbank: Own and
closely-related parties: 6 716 A shares
and 12 000 preference shares
Education: B. Sc.in Business and
Economics

Born 1955

Employed since 1985

In Swedbank as: Group Chief Risk
Officer (CRO)

Shareholdings in Swedbank: Own and
closely-related parties: 36 500 A shares
and 3 500 preference shares
Education: LL .M .degree

Born 1966

Employed since August 2010

In Swedbank as: Head of Group
Business Support

Shareholdings in Swedbank: Own and
closely-related parties: 1 500
AsharesandQ preference shares
Education: B. Sc.in Business and
Economics

Birgitte Bonnesen

Goran Bronner

Catrin Fransson
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Born 1956

Employed since 1987

In Swedbank as: Head of Baltic
Banking

Shareholdings in Swedbank: Own and
closely-related parties: 0 A shares and
400 preference shares

Education: MA Economics and Modern
Languages

Born 1962

Employed since 2009

In Swedbank as: Group Chief Financial
Officer (CFO)

Shareholdings in Swedbank: Own
and closely-related parties: 60 000 A
sharesand 90 000 preference shares
via companies

Education: B. Sc. Business and
Economics

Born 1962

Employed since 1987

In Swedbank as: Head of Retail
Shareholdings in Swedbank: Own and
closely-related parties: 3150 Ashares
and 300 preference shares

Education: B. Sc. Business and
Economics

Magnus Gagner-Geeber

Marie Hallander Larsson

CeciliaHernqvist

Born 1969

Employed since 1990

In Swedbank as: Head of Large Corpo-
rates &Institutions

Shareholdings in Swedbank: Own and
closely-related parties: 0 A sharesand O
preference shares

Education: Business studies at upper
secondary school level

Born 1961

Employed since 2009

In Swedbank as: Head of Group Human
Resources

Shareholdings in Swedbank: Own and
closely-related parties: 0 A sharesand 0
preference shares

Education: Diplomain Business
Administration, IHM B. Sc. Psychology
and Education

Born 1960
Employed since 1990
In Swedbank as: Head of Group Legal

Shareholdings in Swedbank: Own and
closely-related parties: 3937
Asharesand 1125 preference shares

Education: LL.M.degree
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Disposition of earnings and statement
of the Board of Directors

In accordance with the balance sheet of Swedbank AB, SEK
31 879m is available for the disposal of the Annual General
Meeting:

The Board of Directors recommends that the earnings be
disposed as follows (SEKm):

To the shareholders, a cash dividend of:

SEK 5.30 per ordinary share 4813
SEK 5.30 per preference share 1012
To be carried forward to next year 26054
Total disposed 31879

The proposalis based on all ordinary and preference shares
outstanding as of 31 December 2011. The proposal could be
changed in the event of additional share repurchases or if
treasury shares are sold before the record day.

Unrealised changes in the value of assets and liabilities at
fair value have had a net effect on equity of SEK 382m.

The proposed record day for the dividend is 30 March 2012.
The last day for trading in Swedbank’s shares including the
right to the dividend is 27 March 2012. If the Annual General
Meeting adopts the Board’s proposal, the dividend is expected
to be paid by Euroclear on 4 April 2012. The financial companies
group’s capital base exceeded the statutory capital requirement
as of year-end by SEK 32 632m. Surplus capital in Swedbank AB
amounted to SEK 44 543m.

The business conducted in the parent company and the
Group involves no risks beyond what occur and are assumed
tooccurin the industry or the risks which are associated with
conducting business activities. The Board of Directors has
considered the parent company’s and the Group’s need for
consolidation by a comprehensive assessment of the parent
company’s and the Group’s financial position and the parent
company’s and the Group’s ability to meet its obligations. The
assessment has also been done based on current expected
future changesin regulations. The financial position of the
parent company and the Group does not give rise to any other
assessment than that the parent company and the Group can
continue their business and that the parent company and the
Group can be expected to meet their liabilities both in the short
and long-term perspective as well as having the ability to make
the investments deemed necessary. It is the assessment of the
Board of Directors that the size of the equity, even after the
proposed dividend, is reasonable in proportion to the scope of
the parent company’s and the Group’s business and the risks
associated with conducting the business.

Itis the assessment of the Board of Directors that the
proposed dividend is justifiable considering the demands with
respect to the size of the parent company’s and the Group’s
equity which are imposed by the nature, scope and risks
associated with the parent company’s and the Group’s business,
and the parent company’s and the Group’s need to strengthen
their balance sheets, liquidity and financial positions in general.
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Group

Income statement

Statement of comprehensive income
Balance sheet

Statement of changes in equity
Statement of cash flow

Initial notes Balance sheet
Note 1  Corporate information Note 20 Treasury bills and other bills eligible for refinancing with central banks, etc.
Note 2  Accounting policies Note 21 Loans to credit institutions
Note 3 Risks Note 22 Loans to the public
Credit risks Note 23 Bonds and other interest-bearing securities
Assets taken over for protection of claims and Note 24 Financial assets for which customers bear the investment risk
cancelled leases Note 25 Shares and participating interests
Liquidity risks Note 26 Investments in associates
Market risks Note 27 Derivatives
Interest-rate risks Note 28 Intangible fixed assets
Currency risks Note 29 Tangible assets
Share price risks Note 30 Investment properties
Operational risks Note 31 Other assets
Insurance risks Note 32 Prepaid expenses and accrued income
Note 4  Capital Note 33 Amounts owed to credit institutions
Internal capital assessment Note 34 Deposits and borrowings from the public
Capital adequacy analysis Note 35 Financial liabilities for which customers bear the investment risk
Note 5  Operating segments Note 36 Debt securites in issue, etc.
Note 6  Geographical distribution Note 37 Short position securities
Note 38 Pension provisions
Income statement Note 39 Insurance provisions
Note 7 Netinterestincome Note 40 Other liabilities and provisions
Note 8 Netcommissions Note 41 Accrued expenses and prepaid income
Note 9 Net gains and losses on financial items at fair value Note 42 Subordinated liabilities
Note 10 Net insurance Note 43 Equity
Note 11 Otherincome Note 44 Fair value of financial instruments
Note 12 Staff costs Note 45 Reclassification of financial instruments
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Income statement,

Group

SEKm Note 2011 2010
Interest income 53681 39531
Interest expenses -34563 -23202
Net interest income 7 19118 16 329

Commission income 12 655 13099

Commission expenses -3692 -3574

Net commissions 8 8963 9525

Net gains and losses on financial items at fair value 9 1584 2400

Insurance premiums 1341 1536

Insurance provisions -835 -924

Net insurance 12 506 612

Share of profit or loss of associates 26 767 624

Other income 11 2577 1554

Total income 33515 31044

Staff costs 12 9917 9392

Other general administrative expenses 13 6941 7300

Total general administrative expenses 16 858 16 692

Depreciation/amortisation of tangible

and intangible fixed assets 14 1011 950

Total expenses 17 869 17 642

Profit before impairments 15646 13402

Impairments of intangible assets 28 1960 37

Impairments of tangible assets 29 174 600

Credit impairments 16 -1911 2810

Operating profit 15423 9955

Tax expense 17 3669 2472

Profit for the year from continuing operations 11754 7483

Profit for the year from discontinued operations, after tax 4

Profit for the year 11758 7483

Profit for the year attributable to:

Shareholders of Swedbank AB 11744 7444
Profit for the year from continuing operations 11741 7 444
Profit for the year from discontinued operations 3

Non-controlling interests 14 39
Profit for the year from continuing operations 13 39
Profit for the year from discontinued operations 1

SEK

Earnings per share, total operations 18 9,53 6,43
after dilution 18 9,52 6,43

Earnings per share, continued operations 18 9,53 643
after dilution 18 9,52 6,43

Earnings per share, discontinuing operations 18 0,00 0,00
after dilution 18 0,00 0,00
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Statement of comprehensive
iIncome, Group

SEKm Note 2011 2010
Profit for the period reported via income statement 11758 7 483
Exchange differences, foreign operations -284 -4218
Hedging of net investments in foreign operations:

Gains/losses arising during the period 379 2420

Cash flow hedges:

Gains/losses arising during the period 78 149
Reclassification adjustments to income statement,net interest income 345 806
Reclassification adjustments to income statement,
net gains and losses on financial items at fair value

Share of other comprehensive income of associates:

Exchange differences, foreign operations -2 -39
Cash flow hedges 9

Income tax relating to components of other comprehensive income 19 -210 -890

Other comprehensive income for the period, net of tax 306 -1763

Total comprehensive income for the period 12 064 5720

Total comprehensive income for the year attributable to:

Shareholders of Swedbank AB 12 049 5693

Non-controlling interests 15 27
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Balance sheet, Group

SEKm Note 2011 2010 1/1/2010
Assets

Cash and balances with central banks 164 307 17109 37879
Treasury bills and other bills eligible for refinancing with central banks, etc. 20 25853 34924 88724
Loans to credit institutions 21 97195 166417 92131
Loans to the public 22 1211454 1187226 1290667
Bonds and other interest-bearing securities 23 112458 96 652 81891
Financial assets for which the customers bear the investment risk 24 95 747 100628 78194
Shares and participating interests 25 2015 6181 9505
Investments in associates 26 3111 2710 2740
Derivatives 27 103 726 65051 72969
Intangible fixed assets 28 13799 15794 17 555
Investment properties 30 3910 2165 842
Tangible assets 29 4383 3514 2973
Current tax assets 2083 1156 881
Deferred tax assets 17 872 1218 1209
Other assets 31 7531 8611 9806
Prepaid expenses and accrued income 32 8371 6325 6721
Group of assets classified as held for sale 52 250

Total assets 1857 065 1715681 1794687

Liabilities and equity

Liabilities

Amounts owed to credit institutions 33 139598 136 766 231687
Deposits and borrowings from the public 34 561 696 534237 504 424
Financial liabilities for which the customers bear the investment risk 35 96 449 100988 80132
Debt securites in issue 36 781458 686517 703258
Short positions securities 37 30603 34179 40411
Derivatives 27 90 484 65935 72172
Current tax liabilities 472 317 1495
Deferred tax liabilities 17 3183 1734 720
Pension provisions 38 1562 1662 1735
Insurance provisions 39 1878 2100 4160
Other liabilities and provisions 40 13309 13950 12136
Accrued expenses and prepaid income 41 18612 15074 14400
Subordinated liabilities 42 19531 27187 37983
Liabilities directly associated with group of assets classified as held for sale 52 97

Total liabilities 1758932 1620646 1704713
Equity 43

Non-controlling interests 140 138 304
Equity attributable to shareholders of the parent company 97993 94897 89670
Total equity 98133 95 035 89974
Total liabilities and equity 1857 065 1715681 1794687

The balance sheet and income statement will be adopted at the Annual General Meeting on 27 March 2012.
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Statement of changes in equity, Group

Non-
controlling
Equity attributable to shareholders of Swedbank AB interests  Total equity
Exchange Hedging
differences, of net
Other subsidiaries investments
Share contributed and asso- in foreign Cash flow Retained
SEKm capital equity* ciates  operations hedges earnings Total
Opening balance 1 January 2010 24351 17 152 2143 -1927 -755 48706 89670 304 89974
Dividend -75 -75
Share based payments to employees 31 31 31
Associates’ acquisition of shares in Swedbank AB -50 -50 -50
Associate’s disposal of shares in Swedbank AB 50 50 50
Changes in ownership interest in subsidiary -497 -497 -124 -621
Contribution 6 6
Total comprehensive income for the year -4245 1783 711 7444 5693 27 5720
of which reported through profit or loss 7444 7444 39 7483
of which reported through other comprehensive income,
before tax -4 245 2420 964 -861 -12 -873
of which reported through other comprehensive income -637 -253 -890 -890
Closing balance 31 December 2010 24351 17 152 -2102 -144 -44 55684 94897 138 95 035
Opening balance 1 January 2011 24351 17 152 -2102 -144 -44 55684 94897 138 95 035
Dividend -2935 -2995 -15 -3010
Share based payments to employees 159 159 159
Associates’ acquisition of shares in Swedbank AB -4 -4 -4
New share issue 32 32 32
Reversal of VAT costs incurred on rights issue 2009 35 35 35
Repurchased shares -6180 -6180 -6180
Contribution 2 2
Total comprehensive income for the year -287 280 312 11744 12049 15 12064
of which reported through profit or loss 11744 11744 14 11758
of which reported through other comprehensive income,
before tax -287 379 423 515 1 516
of which reported through other comprehensive income -99 -111 -210 -210
Closing balance 31 December 2011 24383 17 187 -2389 136 268 58408 97993 140 98133

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

SEKm Note 2011 2010
Operating activities

Operating profit 15423 9955
Profit for the year from discontinued operations 4

Adjustments for non-cash items in operating activities 46 -17 4969
Taxes paid -2456 -3368
Increase/decrease in loans to credit institution 69012 -81818
Increase/decrease in loans to the public -23100 57969
Increase/decrease in holdings of securities for trading -467 21040
Increase/decrease in deposits and borrowings from the public including retail bonds 28222 68270
Increase/decrease in amounts owed to credit institutions 3448 -78287
Increase/decrease in other assets -32139 1726
Increase/decrease in other liabilities 22 655 -14243
Cash flow from operating activities 80 585 -13787
Investing activities

Business combinations -2

Business disposals 6 140
Acquisitions of and contributions to associates -50

Acquisition of other fixed assets and strategic financial assets -4396 -2411
Disposals of/matured other fixed assets and strategic financial assets 4544 3463
Cash flow from investing activities 102 1192
Financing activities

Issuance of interest-bearing securities 253855 261697
Redemption of interest-bearing securities -237 487 -222 899
Issuance of certificates etc. 319621 284652
Redemption of certificates etc. -260 254 -329099
Dividend -3010 -75
Change in ownership interest in subsidiary -621
New rights issue 32

Repurchase of shares -6184

Cash flow from financing activities 66573 -6 345
Cash flow for the year 147 260 -18940
Cash and cash equivalents at the beginning of the year 17 109 37879
Cash flow for the year 147 260 -18940
Exchange rate differences on cash and cash equivalents -62 -1830
Cash and cash equivalents at end of the year 164 307 17109

Comments on the consolidated cash flow statement

The cash flow statement shows receipts and payments during the year as well as cash
and cash equivalents at the beginning and end of the year. The cash flow statement is
reported using the indirect method and is divided into payments from operating activi-
ties, investing activities and financing activities.

Operating activities

Cash flow from operating activities is based on operating profit for the year. Adjust-
ments are made for items not included in cash flow from operating activities. Changes in
assets and liabilities from operating activities consist of items which are part of normal
business activities, such as loans to and deposits and borrowings from the public and
credit institutions, and which are not attributable to investing and financing activities.
Cash flow includes interest receipts of SEK 51 728m (45 835) and interest payments

of SEK 37 342m (30 817). During 2011 significant amounts were moved from loans

to Central banks to balances with Central banks. Thereof cash and cash equivalents
increased and loans to credit institutions decreased.

Investing activities

Investing activities consist of purchases and sales of businesses and other fixed assets
such as owner-occupied properties, investment properties and equipment, associates
and strategic financial assets. Holdings of interest-bearing securities held to maturity

and strategic shareholdings in companies other than subsidiaries and associated
companies are recognised as strategic financial assets. In 2011 other tangible assets
were acquired for SEK 4 396m (2 411). Holdings of maturing bonds amounted to SEK

1923m (3 463).

During 2011 an Estonian associate, AS Arealis, was acquired for SEK 35m via the
Swedish subusidiary FR&R Invest AB. Furthermore, the associate Bankernas Automat-
bolag AB and Rosengard Invest AB received capital contributions of respectively SEK
12m and and SEK 3m. In 2011 First Business Services A/S, a subsidiary of Norwegian
First Securities A/S, was disposed of for SEK 6m. In 2010 the associate Bergslagens

Sparbank AB was sold for SEK 140m.

Financing activities

The non-controlling interest in the Norwegian subsidiary First Securities A/S was

acquired in 2010. Cash flow for the transaction amounted to SEK -621m.

Cash and cash equivalents

Cash and cash equivalents consist of cash and balances with central banks, which
correspond to the balance sheet item Cash and balances with central banks. Cash and
cash equivalents in the statement of cash flow are defined according to IAS 7 and do

not correspond to what the Group considers liquidity.
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Notes

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

(G1 Corporate information

The consolidated financial statements and the annual report for Swedbank AB (publ) for
the financial year 2011 was approved by the Board of Directors and the CEO for publica-
tion on 13 February 2012. The parent company, Swedbank AB, maintains its registered
office in Stockholm with the address Brunkebergstorg 8, SE-105 34 Stockholm, Sweden.
The company'’s share is traded on the NASDAQ OMX Nordic Exchange in Stockholm in
the Nordic Large Cap segment. The Group offers financial services and products in its
home markets: Sweden, Estonia, Latvia and Lithuania. The operations are described
more extensively in the Board of Directors’ report.

The consolidated financial statements and the annual report will ultimately be
adopted by the parent company's Annual General Meeting on 27 March 2012.

(G2 Accounting policies
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1 BASIS OF ACCOUNTING

The financial reports and the consolidated financial statements are prepared in accor-
dance with the International Financial Reporting Standards (IFRS) as adopted by the EU
and interpretations of them. The standards are issued by the International Accounting
Standards Board (IASB) and the interpretations by the IFRS Interpretations Commit-
tee (IFRIC). The standards and interpretations become mandatory for listed companies’
consolidated financial statements concurrently with their approval by the EU. Complete
financial reports refer to:

« balance sheet as at the end of the period,

« statement of comprehensive income for the period,

« statement of changes in equity for the period,

« cash flow statement for the period, and

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

The consolidated financial statements also apply recommendation RFR 1 Complemen-
tary accounting rules for groups, issued by the Swedish Financial Reporting Board, the
pronouncements of the Swedish Financial Reporting Board, certain complementary
rules in the Annual Accounts Act for Credit Institutions and Securities Companies and
the regulations and general advice of the Swedish Financial Supervisory Authority,
FFFS 2008:25.

The financial statements are based on the historical cost basis. Subsequent measure-
ments of financial instruments are mainly made at fair value. The carrying amounts of
financial assets and liabilities subject to hedge accounting at fair value have been ad-
justed for changes in fair value attributable to the hedged risk. The financial statements
are presented in Swedish kronor and all figures are rounded to millions of kronor (SEK m)
unless indicated otherwise.

2 CHANGES IN ACCOUNTING POLICIES

Swedbank previously presented derivative interest as interest income or interest
expense depending on whether the contracts’ net interest was positive or negative. As
of 2011 interest for derivatives used to hedge funding is presented as interest expense,
regardless of whether the contracts’ net interest was positive or negative. The aim is
to better illustrate the actual interest expense for Swedbank's funding after taking into
account financial hedges. Other derivative interest, pure trading derivatives and deriva-
tives that hedge assets are recognised as interest income. The amendment affects

both interest income and interest expenses, but not net interest income in its entirety.
Comparative figures have been restated; see the table below.

New reporting Previous reporting

of interest of interest
G7, Net interest income 2010 2010
Derivatives -272 6066
Total assets/interests 39531 45869
Derivatives 5583 -755
Total liabilities/interests -23202 -29540
Total net interest income 16 329 16 329

As of 2011 investment properties are reported on a separate line in the balance sheet,
because of which the previous year’s figure was moved from tangible assets to invest-
ment properties in the balance sheet for 2010. In its annual report, Swedbank presents
discontinued operations as well as related assets held for sale and liabilities directly
related to these assets.

As of the financial year 2011 the following revisions and interpretations will apply.

« Amendment to Related Party Disclosures (IAS 24), which clarifies the definition of
related parties to facilitate the identification of such relationships and eliminate
inconsistencies in its application.

« Amendment to Financial Instruments: Presentation (IAS 32), which pertains to the
classification of warrants that a company issues, where the subscription amount is
determined in a currency other than the company’s functional currency. They must be
equity instruments issued pro rata to existing shareholders.

* Amendment to Prepayments of a Minimum Funding Requirement (IFRIC 14), which
provides guidance on calculating the recoverable amount of a net pension asset.



« Extinguishing Financial Liabilities with Equity Instruments (IFRIC 19), which explains
how a company recognises renegotiated terms for a financial liability that results
when it issues equity instruments to a creditor to extinguish the financial liability
wholly orin part.

* Improvements to IFRS Standards (Annual Improvements), a collection of additions and
amendments to current standards in order to remove inconsistencies between differ-
ent standards, clarify formulations and to some extent make it easier for users of the
financial reports.

None of the above amendments have had a significant effect on the Group’s financial
reports.

3 SIGNIFICANT ACCOUNTING POLICIES

3.1 Presentation of financial statements (IAS 1)

Financial statements provide a structured representation of a company’s financial
position and financial results. The purpose is to provide information on the company’s
financial position, financial results and cash flows useful in connection with financial de-
cisions. The financial statements also indicate the results of management’s administra-
tion of the resources entrusted to them. Complete financial statements consist of a bal-
ance sheet, statement of comprehensive income, statement of changes in equity, cash
flow statement and notes. Swedbank presents the statement of comprehensive income
in the form of two statements. A separate income statement contains all revenue and
expense items in profit provided that a special IFRS does not require or allow otherwise.
Such other revenue and expense items are recognised in other comprehensive income.
The statement of comprehensive income contains the profit recognised in the income
statement as well as the components included in other comprehensive income.

3.2 Consolidated financial statements (IFRS 3, IAS 27)
The consolidated financial statements comprise the parent company and those entities
(including special purpose vehicles) in which the parent company has control, i.e.,, the
power to govern a company’s financial and operating strategies to obtain economic ben-
efits. These entities, subsidiaries, are included in the consolidated financial statements
in accordance with the purchase method from the day that control is obtained and
are excluded from the day that control ceases. According to the purchase method, the
acquired unit’s identifiable assets, liabilities and contingent liabilities that satisfy the
recognition criteria are recognised and measured at fair value upon acquisition. The sur-
plus between the cost of the business combination, transferred consideration measured
at fair value on the acquisition date, and the fair value of the acquired share of identifi-
able assets, liabilities and reported contingent liabilities is recognised as goodwill. If the
amount is less than the fair value of the acquired company’s net assets, the difference is
recognised directly through profit or loss. The transferred consideration (purchase price)
includes the fair value of transferred assets, liabilities and shares which, in applicable
cases, have been issued by the Group as well as the fair value of all assets or liabilities
that are the result of an agreement on contingent consideration. Acquisition-related
costs are recognised when they arise. For each acquisition, the Group determines
whether all non-controlling holdings in the acquired company should be recognised at
fair value or at the holding's proportionate share of the acquired subsidiary’s net assets.
A subsidiary’s contribution to equity includes only the equity that arises between acqui-
sition and disposal. All intra-Group transactions and intra-Group gains are eliminated.
Transactions with non-controlling owners are recognised as equity transactions
with the Group’s owners. In the case of acquisitions of interests from non-controlling
owners, the difference between the price paid for the interests and the acquired share
of the carrying amount of the subsidiary’s net assets is recognised in equity attributable
to the parent company’s shareholders as retained earnings. The carrying amounts of
holdings with and without control are adjusted to reflect the changes in their relative
holdings. Gains and losses on the sale of interests to non-controlling owners are also
recognised in equity. If, following a sale of its interests, the Group no longer has control,
its remaining holding is remeasured at fair value and the change is recognised in its
entirety through profit or loss. This fair value subsequently serves as the cost of the
remaining holding in the former subsidiary for reporting purposes. All amounts related
to the divested unit that were previously recognised in other comprehensive income are
recognised as if the Group directly divested the related assets or liabilities, due to which
amounts previously recognised in other comprehensive income may be reclassified as
profit or loss. If the interest in an associate is reduced but control is retained, only a pro-
portionate share of the amount previously recognised in other comprehensive income is
reclassified as profit or loss.

3.3 Assets and liabilities in foreign currency (IAS 21)

The consolidated financial statements are presented in SEK, which is also the parent
company'’s functional currency and presentation currency. Functional currency refers to
the main currency used in an entity’s cash flows. Each entity within the Group deter-
mines its own functional currency. Transactions in a currency other than the functional
currency (foreign currency) are initially recorded at the exchange rate prevailing at the
transaction day. Monetary assets and liabilities in foreign currency and non-monetary

assets in foreign currency measured at fair value are translated at the rates prevailing at
the closing day. Outstanding forward exchange contracts are translated at closing day
forward rates. Holdings of foreign bank notes are translated at the buying rates for the
notes as of the closing day. All gains and losses on the translation of monetary items,
including the currency component in forward exchange contracts, and non-monetary
items measured at fair value are recognised through profit or loss as changes in ex-
change rates in Net gains and losses on financial items at fair value.

Assets and liabilities in subsidiaries and associates with a functional currency other
than SEK are translated to the presentation currency at the closing day exchange rate.
The income statement is translated at the exchange rate for each transaction. For
practical purposes, the average rate for the financial year is generally used. Exchange
rate differences that arise are recognised in other comprehensive income. As a result,
exchange rate differences attributable to currency hedges of investments in foreign op-
erations are also taken to other comprehensive income, taking into account deferred tax.
This is applied when the requirements for hedge accounting are met. Ineffectiveness in
hedges is recognised directly through profit or loss in Net gains and losses on financial
items at fair value. When subsidiaries and associates are divested, cumulative transla-
tion differences and exchange rate differences are recognised through profit or loss.

3.4 Financial instruments (IAS 32, IAS 39)

The large part of the Group’s balance sheet items refers to financial instruments. A
financial instrument is any form of agreement which gives rise to a financial asset in
one company and a financial liability or equity instrument in another.

Cashis an example of a financial asset, while financial liabilities might include an
agreement to pay or receive cash or other financial assets. Financial instruments are
classified on various lines of the balance sheet such as loans to the public or credit
institutions depending on the counterparty. If the financial instrument does not have

a specific counterparty or when it is listed on the market, it is classified on the balance
sheet among various types of securities. Financial liabilities where the creditor has a
lower priority than others are classified on the balance sheet as Subordinated liabilities.
A derivative is a financial instrument that is distinguished by the fact that its value
changes, for example, due to exchange rates, interest rates or share prices, at the same
time that little or no initial net investment is required. The agreement is settled on a
future date. Derivatives are reported on separate lines of the balance sheet, either as
assets or liabilities depending on whether the contract has a positive or negative fair
value. Contractually accrued interest is recognised among prepaid or accrued income or
expenses in the balance sheet. Financial assets are recognised on the balance sheet on
the trade day when an acquisition agreement has been entered into, with the exception
of loans and receivables, which are recognised on the settlement day. Financial assets
are derecognised when the right to obtain the cash flows from a financial instru-

ment has expired or essentially been transferred to another party. Financial liabilities
are removed from the balance sheet when the obligation in the agreement has been
discharged, cancelled or expired.

Embedded derivatives

An embedded derivative is a component of a hybrid instrument that includes a non-
derivative host contract, with the effect that some of the cash flows varies in a way
similar to a stand-alone derivative. An embedded derivative is separate from the host
contract and is recognised separately among Derivatives on the balance sheet when
its financial features are not closely related to the host contract’s, provided that the
combined financial instrument is not recognised at fair value through profit or loss.

Repos

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

Security loans

Securities that have been lent out remain on the balance sheet, since the Group remains
exposed to the risk that they will fluctuate in value. Securities that have been lent out
are recognised on the trade day as assets pledged, while borrowed securities are not
reported as assets. Securities that are lent out are carried in the same way as other
security holdings of the same type. In cases where the borrowed securities are sold, i.e.,
short-selling, an amount corresponding to the fair value of the security is recognised in
other liabilities on the balance sheet.
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3.5 Financial instruments, recognition (IAS 39)

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

* loans and receivables,

* held-to-maturity investments, and

« other financial liabilities.

A few individual holdings of insignificant value have been categorised as available-for-
sale financial assets in the valuation category available-for-sale. All financial instru-
ments are initially recognised at fair value. The best evidence for fair value at initial
recognition is the transaction price. For financial instruments that subsequently are not
measured at fair value through profit or loss, supplementary entries are also made for
additions or deductions of direct transaction expenses to acquire or issue the financial
instrument. Subseguent measurements depend on the valuation category to which the
financial instrument is attributed. Notes to items in the balance sheet with financial
instruments indicate how the carrying amount is divided between valuation categories.
The categorisation is shown in the figure below.

Valuation category at fair value through profit or loss

Financial instruments at fair value through profit or loss comprise instruments held for
trading and all derivatives, excluding those designated for hedge accounting. Financial
instruments held for trading have been acquired for the purpose of selling or repurchas-
ing in the near term or are part of a portfolio for which there is evidence of a pattern of
short-term profit-taking. In the notes to the balance sheet, these financial instruments
are classified at fair value through profit or loss, Trading. This category also includes
other financial instruments that upon initial recognition have irrevocably been desig-
nated as at fair value, the so-called fair value option. The option to irrevocably measure
financial instruments at fair value is used in the Group for individual portfolios of
loans, securities in issue and deposits, when they together with derivatives essentially

Financial assets

eliminate the portfolio's aggregate interest rate risk. Typical of these financial instru-
ments is that they have a fixed contractual interest rate. The option is used to eliminate
the accounting volatility that would otherwise arise because different measurement
principles are normally used for derivatives and other financial instruments. Financial
liabilities in insurance operations, where the customer bears the investment risk, are
categorised in the same way when corresponding assets are also measured at fair value.
The Group has chosen to categorise holdings of shares and participating interests that
are not associates or intended for trading at fair value through profit or loss since they
are managed and evaluated based on fair value. In the notes to the balance sheet, these
financial instruments are classified at fair value through profit or loss, Other. The fair
value of financial instruments is determined based on quoted prices on active markets.
When such market prices are not available, generally accepted valuation models such as
discounting of future cash flows are used. The valuation models are based on observable
market data, such as quoted prices on active markets for similar instruments or quoted
prices for identical instruments on inactive markets. Differences that arise at initial
recognition between transaction price and fair value according to a valutation model,

so called day 1-profits or losses, are recognised in the income statement only when the
valuation model entirely has been based on observable market data. In all other cases
the differnce is amortised during the financial instrument’s remaining maturity. For
loans measured at fair value where observable market data on the credit margin are not
available at the time of measurement, the credit margin for the most recent transaction
with the same counterparty is used. Changes in value are recognised through profit or
loss in Net gains and losses on financial items at fair value. For financial instruments in
trading operations, the Group’s profit or loss item also includes share dividends. Changes
in value owing to changes in exchange rates are recognised as changes in exchange
rates in the same profit or loss item. Changes in the value of financial liabilities owing

to changes in the Group’s credit worthiness are also recognised separately when they
arise. Decreases in value attributable to debtor insolvency are attributed to credit
impairments.

Hedging Loans and

Valuation categories instruments Fair value through profit or loss receivables Held to maturity Total
SEKbn Derivatives Trading Other

2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
Cash and balances with central banks 164 17 164 17
Treasury bills and other bills eligible for refinancing with
central banks 25 34 1 1 26 35
Loans to credit institutions 32 40 65 126 97 166
Loans to the public 43 41 466 505 703 641 1212 1187
Bonds and other interest-bearing securities 109 92 3 5 112 97
Fund shares for which customers bear the investment risk 96 101 96 101
Shares and participating interests 2 6 2 6
Derivatives 19 5 85 60 104 65
Other financial assets 14 14 14 14
Total 19 5 296 273 562 606 946 798 4 6 1827 1688
Financial liabilities

Hedging Other financial

Valuation categories instruments Fair value through profit or loss liabilities Total
SEKbn Derivatives Trading Other

2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
Amounts owed to credit institutions 23 20 117 117 140 137
Deposits and borrowings from the public 15 17 36 11 511 506 562 534
Financial liabilities for which customers bear the invest-
ment risk 96 101 96 101
Debt securites in issue, etc. 24 72 88 108 669 507 781 687
Short position securities il 34 il 34
Derivatives 4 4 86 62 90 66
Subordinated liabilities 20 27 20 27
Other financial liabilities 28 25 28 25
Total 4 4 179 205 220 220 1345 1182 1748 1611
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Valuation category loans and receivables

Loans to credit institutions and the public, categorised as loans and receivables, are
recognised on the balance sheet on the settlement day. These loans are measured at
amortised cost as long as there is no objective evidence indicating that a loan or Group
of loans is impaired. Loans are initially recognised at cost, which consists of the loan
amount paid out less fees received and any costs that constitute an integral part of the
return. The interest rate that produces the loan’s cost as a result of the calculation of
the present value of future payments is considered the effective interest rate. The loan’'s
amortised cost is calculated by discounting the remaining future payments by the effec-
tive interest rate. Interest income includes interest payments received and the change in
the loan’s amortised cost during the period, which produces a consistent return. On the
closing day, it is determined whether there is objective evidence to indicate an impair-
ment need for a loan or Group of loans. If, after the loan is initially recognised, one or
more events have occurred that negatively impact estimated future cash flows, and the
impact can be estimated reliably, impairment is made. The impairment is calculated as
the difference between the loan’s carrying amount and the present value of estimated
future cash flows discounted by the loan’s original effective interest rate. The Group
determines first whether there is objective evidence for impairment of each individual
loan. Loans for which such evidence is lacking are included in portfolios with similar
credit risk characteristics. These portfolios are subsequently measured collectively in
the event objective evidence of impairment exists. Any impairment is then calculated
for the portfolio as a whole. Homogenous groups of loans with limited value and similar
credit risk that have been individually identified as having objective evidence of impair-
ment are measured individually based on the loss risk in the portfolio as a whole. If the
impairment decreases in subsequent periods, previously recognised impairment losses
are reversed. Loans are never recognised at a value higher than what the amortised
cost would have been if the write-down had not occurred, however. Loan impairments
are recognised through profit or loss as credit impairments, which is done either as
provisions for individually impaired loans, portfolio provisions or write-offs of impaired
loans. Repayments of write-offs and recovery of provisions are recognised within credit
impairments. The carrying amount of loans is amortised cost less write-offs and provi-
sions. Provisions for assumed losses on guarantees and other contingent liabilities are
recognised on the liability side. Impaired loans are those for which it is likely that pay-
ment will not be received in accordance with the contract terms. A loan is not impaired
if there is collateral that covers the principal, unpaid interest and any late fees by a
satisfactory margin.

Valuation category held-to-maturity

Certain financial assets acquired to hold to maturity have been categorised as held-to-
maturity investments. They have fixed maturities, are not derivatives and are quoted on
an active market. These investments are initially recognised on their trade day at cost
and subsequently at amortised cost less any impairment. Measurements are made in the
same way as for loans and receivables.

Reclassification of financial assets

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

Valuation category other financial liabilities

Financial liabilities that are not recognised as financial instruments at fair value through
profit or loss are initially recognised on the trade day at cost and subsequently at amor-
tised cost. Amortised cost is calculated in the same way as for loans and receivables.

Hedge accounting at fair value

Hedge accounting at fair value is applied in certain cases when the interest rate expo-
sure in a recognised financial asset or financial liability is hedged with derivatives. With
hedge accounting, the hedged risk in the hedged instrument is also measured at fair
value. Both the change in the value of the hedging instrument, the derivative, and the
change in the value of the hedged risk are recognised through profit or loss in Net gains
and losses on financial items at fair value. One requirement to apply hedge accounting is
that the hedge has been formally identified and documented. The hedge’s efficiency
must be measurable in a reliable way and must be expected to be and during reported
periods have been very effective in offsetting changes in value..

Cash flow hedges

Derivative transactions are sometimes entered into to hedge the exposure to variations
in future cash flows resulting from changes in interest rates. These hedges can be rec-
ognised as cash flow hedges, whereby the effective portion of the change in the value
of the derivative, the hedging instrument, is recognised directly in other comprehensive
income. Any ineffective portion is recognised through profit or loss in Net gains and

losses on financial items at fair value. When future cash flows lead to the recognition
of a financial asset or a financial liability, any gains or losses on the hedging instrument
are eliminated from other comprehensive income and recognised through profit or loss
in the same periods that the hedged item affects profit or loss. One of the prerequisites
of hedge accounting is that the hedge is formally identified and documented. Its ef-
fectiveness must be measurable in a reliable way and be expected to remain, and during
reported periods have been, very effective in offsetting changes in value.

Hedging of net investments in foreign operations

Hedges of net investments in foreign operations are applied to protect the Group from
translation differences that arise when operations in a functional currency other than
the presentation currency are translated. Financial liabilities reported in the foreign op-
eration’s functional currency are translated at the closing-day exchange rate. The portion
of the exchange rate result from hedging instruments that are effective is recognised in
other comprehensive income. Any ineffective portion is recognised in profit or loss in Net
gains and losses on financial items at fair value. When a foreign operation is divested, the
gain or loss that arises on the hedging instrument is reclassified from other comprehen-
sive income and recognised in profit or loss. One requirement to apply hedge accounting
is that the hedge has been formally identified and documented. The effectiveness of

the hedge must be measurable in a reliable way and must be expected to be and during
reported periods have been very effective in offsetting changes in value.

3.6 Leases (IAS 17)

The Group's leasing operations consist of finance leases and are therefore recognised
as loans and receivables. The carrying amount corresponds to the present value of
future leasing payments. The difference between all future leasing payments, the gross
receivable, and the present value of future leasing payments constitutes unearned
income. This means that lease payments received are recognised in part through profit
or loss as Interest income and in part in the balance sheet as instalments, so that the
financial income corresponds to an even return on the net investment. In a finance lease,
the economic risks and benefits associated with ownership of an asset are essentially
transferred from the lessor to the lessee. When the lessor bears the economic risks and
benefits, the lease is classified as operating. The Group is the lessee in operating leases.
Lease payments for these agreements are expensed linearly over the lease term. The
Group is also the lessor in a few operating leases of insignificant amount.

3.7 Investment in associates (IAS 28)

Investments in associates, entities where the owner has significant influence but not
control, are consolidated according to the equity method. The equity method means
that the participating interests in an entity are recognised at cost at the time of acquisi-
tion and subsequently adjusted for the owned share of the change in the associate’s net
assets. Goodwill attributable to the associate is included in the carrying amount of the
participating interests and is not amortised. The carrying amount of the participating
interests is subsequently compared with the recoverable amount of the net investment
in the associate to determine whether an impairment need exists. The owned share of
the associate’s profit according to the associate’s income statement, together with any
impairment, is recognised on a separate line. The share of the associate’s tax is recog-
nised in the income statement as Tax. The associates’ reporting dates and accounting
policies conform to the Group's.

3.8 Joint ventures (IAS 31)

Investments in joint ventures are recognised in the balance sheet as investments in
associates according to the equity method; see Investment in associates above. A joint
venture is a contractually based relationship where the Group, together with another
party, jointly manages an economic activity and where the parties jointly control that
activity.

3.9 Intangible assets (IAS 38)

Goodwill

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

Intangible assets are initially measured at cost. The cost of intangible assets in a busi-
ness combination corresponds to fair value upon acquisition. They are subsequently
measured at cost less accumulated amortisation and accumulated impairment. The use-
ful life of an intangible asset is considered either finite or indefinite. Intangible assets
with a finite useful life are amortised over their useful life and tested for impairment
when impairment needs are indicated. Useful life and amortisation methods are reas-
sessed and adapted when needed in connection with each closing day. Development
expenses whose cost can be calculated in a reliable way and for which it is likely that
future economic benefits attributable to the assets will accrue to the Group are recog-
nised in the balance sheet. In other cases, development is expensed when it arises.

3.10 Investment properties (IAS 40)

For protection of claims

Investment properties are properties held to generate rental income or appreciation

in value, or a combination of the two, rather than being held for the Group’s own use

or for sale in day-to-day operations. The majority of investment properties have been
taken over to protect claims. Investment properties are initially recognised at cost. Cost
consists of the purchase price, or fair value if a purchase price is unavailable, as well as
expenses directly attributable to the purchase. The properties are subsequently mea-
sured at cost less accumulated depreciation and impairments. Depreciation begins when
an asset is ready for use and is reported systematically over each component’s useful
life down to its estimated residual value. The depreciation method reflects how the
asset’s value is gradually consumed. Useful life, residual value and depreciation method
are reassessed and changed when necessary in connection with each closing day. The
carrying amount is tested for impairment when events or circumstances indicate a
lower recoverable amount. Recoverable amount refers to the higher of the asset’s sales
value less selling expenses and its value in use. If its carrying amount exceeds the re-
coverable amount, the asset is reduced to its recoverable amount. See also the section
Impairment of Assets (IAS 36).

3.11 Tangible assets (IAS 2, 16)

For protection of claims

Tangible assets acquired or recovered to protect claims are recognised as inventory,
provided they do not relate to investment properties. Inventories are measured at the
lower of cost and net realisable value. Cost includes all expenses for purchasing, manu-
facturing and to otherwise bring the goods to their current location and condition. Net
realisable value refers to the amount that is expected to be realised from a sale.

For own use

Tangible fixed assets such as equipment and owner-occupied properties are initially rec-
ognised at cost. They are subsequently measured at cost less accumulated depreciation
and impairments in the same way as investment properties. Owner-occupied properties
are reclassified as investment properties when no longer used by the Group.

3.12 Borrowing costs (IAS 23)

Borrowing costs are capitalised when directly attributable to the purchase, construction
or production of a qualified asset. Borrowing costs refer to interest and other costs that
arise in obtaining a loan. A qualified asset is one that takes considerable time to finish
and is intended for use or sale. Qualified assets can be intangible assets or investment
properties. Other borrowing costs are expensed in the period in which they arise.

3.13 Provisions (IAS 37)

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

Provisions are recognised for restructurings. Restructuring refers to extensive
organisational changes, e.g., when employees receive severance for early termination or
branches are shut down. For a provision to be recognised, a restructuring plan must be
in place and announced, so that it has created a valid expectation among those affected
that the company will implement a restructuring. A provision for restructuring includes
only direct expenses related to the restructuring and not to future operations such as of
the cost of severance.

3.14 Pensions (IAS 19)

The Group’s post-employment benefits, which consist of pension obligations, are classi-
fied as either defined contribution plans or defined benefit plans. In defined contribution
plans, the Group pays contributions to separate legal entities, and the risk of a change
in value until the funds are paid out rests with the employee. Thus, the Group has no
further obligations once the fees are paid. Other pension obligations are classified as
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defined benefit plans. Premiums for defined contribution plans are expensed when an
employee has rendered his/her services. In defined benefit plans, the present value of
pension obligations is calculated and recognised as a provision. Both legal and construc-
tive obligations that arise as a result of informal practices are taken into account. The
calculation is made according to the Projected Unit Credit Method. As such, future
benefits are attributed to periods of service. The fair value of the assets (plan assets)
that are allocated to cover obligations and the unrecognised actuarial net loss are
deducted from the provision. Profit or loss (staff costs) is charged with the net of service
costs, interest on obligations and the anticipated return on plan assets. The calculations
are based on the Group's actuarial assumptions, i.e., the Group’s best estimate of future
developments. If the actual outcome deviates or the assumptions change, so-called
actuarial gains and losses arise. The net of actuarial gains and losses is not recognised
through profit or loss until it exceeds ten per cent of the higher of the present value of
the obligations or the value of plan assets. The excess is recognised through profit or
loss over the employees’ remaining working lives. Provisions for payroll tax are allocated
on a nominal basis based on the difference between the Group’s pension cost and the
pension cost that serves as the basis for actual payroll tax.

3.15 Insurance contracts (IFRS 4)

In the financial statements, insurance policies refer to policies where significant insur-
ance risk is transferred from insured to insurer. The majority of the Group’s insurance
policies do not transfer significant insurance risk, due to which they are instead rec-
ognised as financial instruments. For insurance policies with significant insurance risk,
actuarial provisions are allocated corresponding to pledged obligations. In the income
statement, premiums received and provisions are reported on separate lines.

3.16 Revenues (IAS 18)

The principles of revenue recognition for financial instruments are described in a sepa-
rate section, Financial instruments, recognition (IAS 39). Interest income and interest
expenses for financial instruments calculated according to the effective interest method
are recognised as Net interest income. Changes in value and dividends on shares in the
valuation category Financial instruments at fair value through profit or loss as well as
all changes in exchange rates between functional and other currencies are recognised
in Net gains and losses on financial items at fair value. Service fees are recognised as
income when the services are rendered. Such income is recognised in both Commission
income and Other income. Commission income includes payment processing, asset man-
agement and brokerage commissions. Commission expenses are transaction-dependent
and are directly related to income in Commission income. Other income includes capital
gains and losses on the sale of ownership interests in subsidiaries and associates to the
extent they do not represent an independent service line or a significant business con-
ducted within a geographical area. Other income also includes capital gains and losses
on the sale of tangible assets.

3.17 Share-based payment (IFRS 2)

Since the Group receives services from its employees and assumes an obligation to
settle the transactions with equity instruments, this is recognised as share-based
payment. This means that the fair value of the services that entitle the employees to

an allotment of equity instruments is expensed at the time the services are rendered.

At the same time a corresponding increase in equity is recognised as Retained earnings.
For share-based payment to employees settled with equity instruments, the services
rendered are measured with reference to the fair value of the granted equity instru-
ments. The fair value of the equity instruments is calculated as per the grant date

for accounting purposes, i.e., the measurement date. The measurement date refers

to the date when a contract was entered into and the parties agreed on the terms

of the share-based payment. On the grant date, the employees are granted rights to
share-based payment. Since the granted equity instruments are not vested until the
employees have fulfilled a period of service, it is assumed that the services are rendered
during the vesting period. This means that the cost and corresponding increase in equity
are recognised over the entire vesting period. Non market based vesting terms, such as
arequirement that a person remain employed, are taken into account in the assumption
of how many equity instruments are expected to be vested. At the end of each report
period the Group reassesses its judgments of how many shares it expects to be vested
based on the non market based vesting terms. Any deviation from the original judgment
is recognised through profit or loss and a corresponding adjustment is recognised in
Retained earnings within equity. Related social insurance charges are recognised as
cash-settled share-based payment, i.e., as a cost during the corresponding period, but
based on the fair value that at any given time serves as the basis for a payment of social
insurance charges.



3.18 Impairment (IAS 36)

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

3.19 Tax (IAS 12)

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

are recognised on all taxable temporary differences with the exception of the portion of
tax liabilities attributable to the initial recognition of goodwill or to certain taxable dif-
ferences owing to holdings in subsidiaries. Deferred tax assets represent a reduction in
future tax attributable to deductible temporary differences, tax loss carry-forwards or
other future taxable deductions. Deferred tax assets are tested on each closing day and
recognised to the extent it is likely on each closing day that they can be utilised. As a
result, a previously unrecognised deferred tax asset is recognised when it is considered
likely that a sufficient surplus will be available in the future. Confirmed tax rates on the
closing day are used in the calculations. The Group'’s deferred tax assets and tax liabili-
ties are estimated at nominal value using each country’s tax rate in effect in subsequent
years. Deferred tax assets are netted against deferred tax liabilities for Group entities
that have offsetting rights. All current and deferred taxes are recognised through profit
or loss as Tax with the exception of tax attributable to items recognised directly in other
comprehensive income or equity.

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

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

to non-current assets are also recognised on a separate line in the balance sheet. The
profit or loss from discontinued operations is recognised on a separate line in the income
statement after the result for continuing operations.

3.21 Cash and cash equivalents (IAS 7)

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

3.22 IFRS 8 Operating segments

Segment reporting (IAS 14)

Segment reporting is presented on the basis of management’s perspective and relates
to the parts of the Group that are defined as operating segments. Operating segments
are identified on the basis of internal reports to the company’s chief operating decision
maker. The Group has identified the Chief Executive Officer as its chief operating deci-
sion maker, while the internal reports used by the CEO to oversee operations and make
decisions on allocating resources serve as the basis of the information presented. The
accounting policies for an operating segment consist of the above accounting policies
and policies that specifically refer to segment reporting. Market-based compensation

is applied between operating segments, while all costs for IT, other shared services

and Group Staffs are transferred at full cost-based internal prices to the operating
segments. Group Executive Management expenses are not distributed. Cross-border
services are invoiced according to the OCED's guidelines on internal pricing. The Group’s
equity attributable to the shareholders is allocated to each operating segment based on
the capital adequacy rules according to Basel 2 and estimated utilised capital. The return
on equity for the business segments is based on operating profit less estimated tax and
non-controlling interests in relation to average allocated equity.

4 NEW STANDARDS AND INTERPRETATIONS

The International Accounting Standard Board (IASB) and IFRS Interpretations Commit-
tee (IFRIC) have issued the following standards, amendments to standards and interpre-
tations that apply in or after 2012. The IASB permits earlier application. For Swedbank
to apply them also requires that they have been approved by the EU if the amendments
are not consistent with previous IFRS rules. Consequently, Swedbank has not applied
the following amendments in the 2011 annual report.

Financial Instruments: Disclosures (amendments to IFRS 7)

The amendment, which refers to transfers of financial assets, will apply to financial
years beginning on or after 1 July 2011. The EU has approved the amendment, which
establishes additional requirements on quantitative and qualitative disclosures of the
derecognition of financial assets from the balance sheet when the company retains a
continued involvement in the derecognised financial assets. If a transfer of financial as-
sets does not result in a derecognition in its entirety, an additional disclosure is required.
The amendment concerning Offsetting Financial Assets and Financial Liabilities will ap-
ply to the financial year beginning on 1 January 2013. The EU has not yet approved the
amendment. New requirements have been introduced on disclosures of financial assets
and financial liabilities whose carrying amounts are offset in the balance sheet. Disclo-
sures must also be made on financial assets and financial liabilities that are subject to
various netting arrangements or other risk-reducing transactions, even when they are
not netted in the balance sheet.

Deferred Tax: Recovery of Underlying Assets (amendment to IAS 12)

The amendment will apply to the financial year beginning on 1 January 2012. The EU
has not yet approved the amendment, which describes how deferred taxes are mea-
sured when investment properties are measured at fair value.

Presentation of Items of Other Comprehensive Income (amendment to IAS 1)

The amendment will apply to the financial year beginning on or after 1 July 2012. The
EU has not yet approved the amendment, which would require companies to separate
the components in the portion of the statement of comprehensive income related to
other comprehensive income into two groups. The grouping will be based on whether
or not the component can presumably be reclassified to the income statement in the
future. Components that will not be reclassified include actuarial gains and losses
attributable to defined benefit pensions. Components that could be reclassified include
deferred gains and losses on cash flow hedges and translation differences through the
consolidation of subsidiaries with a functional currency other than the presentation
currency.

Consolidated Financial Statements (IFRS 10)

The new standard will apply to the financial year beginning on 1 January 2013. The
EU has not yet approved the standard. The new standard defines when a reporting
company should consolidate another company. Consolidation will be required when
the reporting company has control over the other company. By control is meant that
the reporting company is capable of managing the company, is exposed and entitled
to a variable return, and is able to use its power over the company to affect the return.
The basic principle to determine whether control exists or not remains the same, but
the new standard provides additional guidance in cases that are difficult to assess.
The standard replaces the rules on consolidation in IAS 27 Consolidated and Separate
Financial Statements.

Joint Arrangements (IFRS 11)

The new standard will apply to the financial year beginning on 1 January 2013. The EU
has not yet approved the standard, which describes how to account for shares in “joint
arrangements”, i.e., where two or more parties agree to contractually share control. The
standard, which replaces and amends IAS 31 Joint Ventures, defines only two types of
joint arrangements: joint operations and joint ventures. The classification is based on
economic substance rather than legal form. Holdings in joint ventures will be consali-
dated according to the equity method, since the proportionate consolidation method,
which was permitted according to IAS 31, is no longer permitted according to IFRS 11.

Disclosures of Interests in Other Entities (IFRS 12)

The new standard will apply to the financial year beginning on 1 January 2013. The EU
has not yet approved the standard, which consolidates the disclosure requirements for
subsidiaries, joint arrangements, associates and unconsolidated “structured entities”.
The latter essentially refer to what were previously defined as “special purpose entities”
(SPE) in accordance with SIC 12 Consolidation - Special Purpose Entities. The new
standard will, for example, increase disclosure requirements on the nature and scope of
the holding, the assumptions and judgments used to classify the type of holding, the
risks associated with the holding, and the holding’s effect on financial position, results
and cash flow.
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Separate Financial Statements (amendment to IAS 27)

The amendment will apply to the financial year beginning on 1 January 2013. The EU
has not yet approved the amendment. The rules on consolidation have been eliminated
and moved to IFRS 10 Consolidation. The amended standard refers strictly to the re-
porting of holdings in subsidiaries, joint arrangements and associates when a company
chooses or is required by local regulations to prepare separate financial reports.

Investments in Associates and Joint Ventures (amendment to IAS 28)

The amendment will apply to the financial year beginning on 1 January 2013. The EU
has not yet approved the amendment. Reporting rules for associates in separate finan-
cial reports have been taken away and moved to IAS 27 Separate Financial Statements.
The amended standard also describes how shares in joint ventures are consolidated.

Fair Value Measurement (IFRS 13)

The new standard will apply to the financial year beginning on 1 January 2013. The EU
has not yet approved the standard, which replaces the guidance on measuring fair value
that had been in each IFRS standard. The new standard defines fair value and disclosure
requirements for measuring fair value. It does not state when fair value has to be mea-
sured, but rather how. Fair value is the price that would be received on the measure-
ment date to sell an asset or paid to transfer a liability in a transaction between market
participants under normal conditions, a so-called exit price.

Employee Benefits (amendment to IAS 19)

The amendment will apply to the financial year beginning on 1 January 2013. The EU
has not yet approved the amendment. The amended standard contains significant
changes in the reporting of defined benefit pension plans as well as increased disclosure
requirements for all employee benefits. The so-called corridor approach, which is used
to account for defined benefit pensions, has been abolished. Instead, actuarial gains
and losses are recognised immediately in other comprehensive income. Actuarial gains
and losses recognised in other comprehensive income may not be reclassified to the
income statement in subsequent periods. In the income statement, services rendered
are expensed for both current and previous periods when they arise in connection with
achange in plan. Interest expense or interest income is calculated using a presumed
discount rate on the difference between the pension obligation and plan assets. The
interest is recognised through profit or loss. All other remeasurements of the pension
obligation or plan assets are recognised in other comprehensive income. The amend-
ment also contains guidance on taxes on pension benefits. UFR 4 Accounting for special
employer’s contribution and tax on returns, issued by the Swedish Financial Reporting
Board, will no longer be applied.

Offsetting Financial Assets and Financial Liabilities (amendment to IAS 32)

The amendment will apply to the financial year beginning on 1 January 2014. The EU
has not yet approved the amendment, which concerns when and how financial assets
and financial liabilities are offset.

Financial Instruments: Recognition and Measurement (IFRS 9)

The new standard on the recognition and measurement of financial instruments,
together with subsequent amendments to IFRS 7 Financial Instruments: Disclosures,
will apply to financial years beginning on 1 January 2015. The new standard has not
been adopted by the EU, nor is there a timetable when an approval can be expected. The
standard is a complete revision and will replace the current standard IAS 39, Financial
Instruments: Recognition and Measurement. The standard reduces the number of valu-
ation categories for financial assets and means that they are recognised at amortised
cost or fair value through profit or loss. The rules for financial liabilities correspond to
the existing rules in IAS 39 plus a supplement on how credit risk is presented when
financial liabilities are measured at fair value. The change in the credit risk for financial
liabilities designated at fair value according to the so-called fair value option is normally
presented in other comprehensive income and not in the traditional income statement,
provided that further inconsistencies do not arise in presentation of any eliminated
changes in value. The standard will be complemented by new rules for impairment of
financial assets that are categorised as financial assets at amortised cost and new rules
for hedge accounting. IFRS S will probably be applied to financial years beginning on or
after 1 January 2015.

Stripping Costs in the Production Phase of a Surface Mine (IFRIC 20)

The interpretation will apply to the financial year beginning on 1 January 2013. The
EU has not yet adopted the interpretation, which clarifies the accounting for so-called
stripping costs, i.e., costs which arise when production waste from a surface mine has
to be removed in order to gain access to the mineral deposits.

Effect on Swedbank’s financial reports

The changes that have been issued are currently being evaluated to determine how
they will affect the consolidated financial reports. Preliminary assessments so far show
that amended standard IAS 19 Employee Benefits will affect Swedbank’s financial
reporting due to the abolishment of the corridor approach and because it now distin-
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guishes between what to recognise in the income statement versus other compre-
hensive income. In the income statement, the cost of services rendered as well as an
interest expense corresponding to the presumed discount rate multiplied by the net of
the pension debt and assets under management will be expensed. The total expense is
expected to be slightly higher than was reported according to the current standard. The
abolishment of the corridor approach means a direct reduction in the opening equity
balance for the comparative year. If applied from 1 January 2013, this would mean 1
January 2012. The reduction in the opening equity balance is estimated at SEK 2bn.
Other comprehensive income is then immediately affected by all remeasurement effects
for pension obligation as well as plan assets, which will lead to much more volatile
reporting. Since the pension obligation includes long-term commitments, very small dis-
crepancies in the assumptions made or changes in assumptions would entail significant
amounts. In connection with the change in policy, accounting for payroll tax and tax on
returns from pension benefits will be amended as well. This change is not expected to
have a significant net reported effect.

The new standard IFRS 10 Consolidation Financial Statements may require the Group
to consolidate investment funds in which its companies have invested. How the Group’s
balance sheet is affected will depend on where the level of consolidation is set. Chapter
5.1 Judgments shows the value of assets in investment funds where the Group holds
more than 50 per cent of the fund value. The size of an equity holding that will require
consolidation may ultimately end up at another level.

The new disclosure requirements in the new standard IFRS 12 Disclosures of Interests
in Other Entities may require the Group will have to provide significantly more disclo-
sures. Since the requirements also cover unconsolidated structured entities, disclosures
will probably have to be made for all investment funds the Group has started. IFRS
13 Fair Value Measurement describes how fair value is determined. Since it measures
financial instruments at fair value, the standard is important to the Group. At this point,
however, the new standard is expected to contain only minor changes compared with
how fair value is calculated for financial instruments according to current standards.

The new standard IFRS 9 Financial Instruments will affect Swedbank’s financial re-
porting. The scope of the effect cannot be determined at present, since the valuation of
Swedbank'’s financial assets is largely dependent on how the rules on hedge accounting
and on the impairment of financial assets in the valuation category amortised cost are
eventually worded. A judgment cannot be made until the remaining sections are issued.
The other changes that have been issued and which apply to financial years beginning
on or after 1 July 2011 are not expected to have a significant effect on Swedbank’s
financial reports.

5 CRITICAL ACCOUNTING JUDGMENTS AND ESTIMATES

Presentation of consolidated financial statements in conformity with IFRS requires
management to make judgments and estimates that affect the recognised amounts
for assets, liabilities and disclosures of contingent assets and liabilities as of the closing
day as well as recognised income and expenses during the report period. Management
continuously evaluates these judgments and estimates, including those that affect the
fair value of financial instruments, provisions for impaired loans, impairments of intan-
gible and tangible assets, deferred taxes, pension provisions and shared-based payment.
Management bases its judgments and assumptions on previous experience and several
other factors that are considered reasonable under the circumstances. Actual results
may deviate from judgments and estimates.

5.1 Judgments

Investment funds

Entities in the Group have established investment funds for their customers’ savings
needs. The Group manages the assets of these funds on behalf of customers in ac-
cordance with predetermined provisions approved by the Swedish Financial Supervisory
Authority. The return generated by these assets, as well as the risk of a change in value,
accrues to customers. Within the framework of the approved fund provisions, the Group
receives management fees as well as in certain cases application and withdrawal fees
for the management duties it performs. Because decisions regarding the management
of an investment fund are governed by the fund'’s provisions, the Group is not consid-
ered to have the opportunity to control or dominate decision-making in the investment
funds in order to obtain economic benefits. The Group’s compensation and risk are
limited to fee charges. In certain cases, Group entities also invest in investment funds
to fulfil their obligations to customers. Shares in the investment funds do not represent
any influence in the Group’s judgment, regardless of whether the holding exceeds

50 per cent or not. Taken together, the above-mentioned conditions are the basis for
not consolidating the investment funds. Assets in funds where the Group’s interest
exceeded 50 per cent amounted to SEK 31bn (34) as of year-end. On the same date the
Group recognised an asset for these funds corresponding to the Group’s interest, SEK
20bn (22), in the balance sheet as Fund shares for which the customers bear the invest-
ment risk. If the Group instead had determined that it had control, assets corresponding
to SEK 31bn (34) would have been consolidated and recognised in the Group’s balance
sheet based on the type of asset.



Financial instruments
When financial instruments are measured at fair value, quoted prices on active markets
are primarily used. When financial assets and financial liabilities on active markets have
offsetting market risks, the average of bid and sell prices is used as a basis for determin-
ing the fair value of the offsetting risk positions. For any open net positions, bid and sell
prices are applied as appropriate, i.e., bid prices for long positions and sell prices for short
positions. Management has determined the method for which market risks offset each
other and how the net positions are calculated. When quoted prices on active markets are
not available, various valuation models are used instead. Management determines when
the markets are considered inactive and when quoted prices no longer correspond to fair
value, requiring valuation models to be used. The markets are considered inactive when
the number of completed transactions is too few and when the amounts of the transac-
tions is too small. Management determines which valuation model and which pricing
parameters are most appropriate for the individual instrument. All the valuation models
Swedbank uses are generally accepted and are subject to independent risk control.
Management has determined that the option to measure financial instruments at
fair value provides the fairest account for certain portions of the Group's loan portfolios
with fixed interest rates, since the interest rate risk is hedged with the help of securities
inissue and derivatives. A determination is also made for which financial instruments
hedge accounting will be used. In both cases the determination is made to avoid ac-
counting volatility as far as possible. Accounting volatility lacks economic relevance and
arises when financial instruments are measured with different measurement principles
despite that they financially hedge each other.

Tax

For the parent company’s Estonian subsidiary, Swedbank AS, income taxation is trig-
gered only if dividends are paid. Because the parent company controls when dividends
are paid and it has determined that no dividends will be paid for the foreseeable future,
no provisions have been recognised for deferred tax. When it is determined that a divi-
dend will be paid, deferred tax will be allocated on the anticipated dividend. If the largest
possible dividend is approved for the subsidiary, the Group would face an estimated tax
charge of SEK 2 580m (1 676).

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

Provisions for credit impairments

Receivables measured at amortised cost are tested if loss events have occurred.
Individual loans are tested initially, followed by groups of loans with similar credit terms
and which are not identified individually. A loss event refers to an event that occurred
after the loan was paid out and which has a negative effect on projected future cash
flows. Determining loss events for a group of loans carries greater uncertainty, since a
number of different events, such as macroeconomic factors, may have had an impact.
Loss events include late or non-payments, concessions granted due to the borrower’s
financial difficulties, bankruptcy or other financial reconstructions, and local economic
developments tied to non-payments, such as an increase in unemployment or decreases
in real estate or commodity prices. Where a loss event has occurred, individual loans are
classified as impaired loans. Management feels that loans whose terms have been sig-
nificantly changed due to the borrower’s economic difficulties and loans that have been
non-performing for more than 60-90 days should automatically be treated as impaired.
The number of days varies in the Group based on the customer’s payment habits and
the collection processes used in various markets.

Such a loan is not considered impaired if there is collateral which covers the capital,
accrued and future interest and fees by a satisfactory margin. When a loss event has oc-
curred, a determination is made when in the future the loan’s cash flows will be received
and its probable size. For impaired loans, interest is not considered to be received, only
capital or portions thereof. For groups of loans, estimates are based on historical values
and experience-based adjustments to the current situation.

Provisions for impaired loans are made on the difference between estimated value,
i.e, estimated future cash flows discounted by the loan’s original effective interest rate,
and amortised cost. Amortised cost refers to contractual cash flows discounted by the
loan’s original original effective interest rate.

Assumptions about when in time a cash flow will be received as well as its size deter-
mine the size of the provisions. Decisions on provisions are therefore based on various
calculations and management’s assumptions of current market conditions. Management
is of the opinion that provision estimates are important because of their significant size
as well as the complexity of making these estimates.

In 2011 economic conditions further improved in the Baltic countries and in the
Ukraine. The Group's provisions in the Baltic operations decreased during the year from

SEK 13 082m to SEK 8 819m and in the Ukrainian operations from SEK' 5 196m to SEK
3856 m. The changes in provisions are based on the losses that management assumed
were likely against the current economic outlook within the interval for reasonable
assumptions. Impaired loans, gross, decreased during the year in the Baltic operations
from SEK 22 510m to SEK 16 108 m and in the Ukrainian operations from SEK 7 957m
to SEK 5 366 m. Due to more stable economic conditions, the subjectivity in the deter-
mination of the value of the collateral for these loans was slighlty lower than in 2010.
An overall decrease in customers’ payment ability of an additional 10 per cent would
have increased provisions by SEK 1 526m (2 179), of which SEK 197m (293) in Estonia,
SEK 442m (632) in Latvia, SEK 242m (383) in Lithuania, SEK 386m (520) in Ukraine and
SEK 59m (111) in Russia. The Group’s portfolio provision for loans that are not classified
as impaired decreased to SEK 2 436m (3 297) at year-end.

Impairment testing of goodwill

Goodwill is tested annually for impairment. Testing is conducted by calculating the
recoverable amount, i.e,, the higher of value in use or the selling price less costs to sell.
If the recoverable amount is lower than the carrying amount, the asset is reduced to its
recoverable amount. Goodwill impairment does not affect either cash flow or the capital
adeguacy ratio, since goodwill is a deduction in the calculation of the capital base.
Management's tests are done by calculating value in use. The calculation is based on
estimated future cash flows from the cash-generating unit that the goodwill relates to
and has been allocated to as well as when the cash flows are received. The first three
years’ cash flows are determined on the basis of the financial plans management has
established. Subsequent determinations of the size of future cash flows require more
subjective estimates of future growth, margins and profitability levels. In addition, a
discount rate is determined that in addition to reflecting the time value of money also
reflects the risk that the asset is associated with. Different discounting factors are used
for different time periods. As far as possible, the discount rate and assumptions, or por-
tions of the assumptions, are based on external sources. Nevertheless, the calculation
is dependent in large part on management’s own assumptions. Management considers
the assumptions to be significant to the Group's results and financial position. The
Group'’s goodwill amounted to SEK 11 762m (13 733) at year-end, of which SEK 9
044m (11 005) relates to the investment in the Baltic banking operations. Manage-
ment's assumptions in the calculation of value in use as of year-end 2011 led to an im-
pairment in the Latvian banking operations of SEK 1 913m. Through 2001, 60 per cent
of the Baltic banking operations had been acquired. In 2005 the remaining 40 per cent
was acquired. The majority, or SEK 9 741m (9 771) of the goodwill before impairments
arose through the acquisition of the remaining non-controlling interest and at the time
corresponded to 40 per cent of the operation’s total value. If the discount rate had been
increased by one percentage point or the growth assumption had been reduced by one
percentage point, it would not have created any impairment for the investments in the
Estonian and Lithuanian banking operations.

Impairment testing of investment properties and owner-occupied properties
Investment properties and owner-occupied properties are measured at cost less depre-
ciation. When there is an indication of diminished value, impairment is tested. The test
is done by calculating the recoverable amount, i.e., the higher of value in use and selling
price less costs to sell. The value in use of investment properties and owner-occupied
properties has been determined by internal appraisers with extensive knowledge of the
properties and the relevant market. The measurement is based on cash flow analyses.
Random checks by independent external appraisers have been performed as a comple-
ment, especially in Latvia, where the holding comprises the greatest number of proper-
ties. Investment properties amounted to SEK 3 910m (2 165) at year-end.

Net realisable value of properties recognised as inventory

Properties recognised as inventory are measured at the lower of cost and net realis-
able value. Net realisable value has been determined by internal appraisers, which has
sometimes been complemented by appraisals by external independent appraisers. The
carrying amount for properties recognised as inventory amounted to SEK 2 375m
(1172) at year-end.

Valuation of deferred tax assets

Deferred tax assets represent a reduction in future tax attributable to temporary
deductible differences, tax loss carry-forwards or other unused tax deductions. Deferred
tax assets can be recognised only to the extent they can be offset against future tax-
able income. Management therefore makes assumptions of the size of this future tax-
able income. The assumptions affect the Group’s results and financial position. On the
other hand, carrying amounts do not affect the capital adequacy ratio, since deferred
tax assets are a deduction in the calculation of the capital base. Due to the economic
and to some extent tax law uncertainty in Ukraine, management has felt that the most
realistic assumption is to only recognise deferred tax assets to the extent they offset
deferred tax liabilities in the Ukrainian operations. Unrecognised deferred tax assets
amounted to SEK 664m (890) at year-end, of which SEK 641m (806) relates to unused
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tax losses. Unrecognised deferred tax assets in other parts of the Group amounted to
SEK 132m (248), of which SEK 41m (124) related to Lithuania. Deferred tax assets for
deductible temporary differences have been recognised in the amount of SEK 790 m (1
026). Recognised deferred tax assets are motivated by management’s judgment that
current operations will create sufficient taxable surpluses within the not too distant
future. After the management's measures, such as cost reductions, to improve profit-
ability, the current operations report profits. Based on the current operation the main
part of unused tax losses are expected to be utilised within the Group’s financial three
year plans.

Financial instruments at fair value

When financial instruments are measured at fair value according to valuation models, a
determination is made which observable market data should be used in those models.
The assumption is that quoted prices for financial instruments with similar turnover will
be used. When such prices or components of prices cannot be identified, management
must make its own assumptions. Note G44 shows financial instruments at fair value
divided into three valuation levels: quoted prices, valuation models with observable mar-
ket inputs and valuation models with significant assumptions. As of year-end the value
of financial instruments measured with significant assumptions amounted to SEK 461m
(700). A change in our own assumption of 10 bp would have changed the value by SEK
1m (1). Our own assumption has to be used, for example, when there is no observable
credit spread for a specific counterparty. A reasonable assumption could then be using
observable credit spreads for similar counterparties.

Defined benefit pensions

For pension provisions for defined benefit obligations, management uses a number

of actuarial assumptions to estimate future cash flows. The assumptions are revised
each year or when a significant change has occurred. Important estimates are made
with regard to the final salary the employee has at the time of retirement, the size of
the benefit when it relates to the income base amount and the payment period and
economic life. Estimated future cash flows are projected at present value using an
assumed discount rate. When actual outcomes deviate from the assumptions made, an
experience-based actuarial gain or loss arises. Cumulative net experience-based actu-
arial gains and losses amounted to a gain of SEK 1 290m (765) at year-end. When the
assumptions change, actuarial gains or losses arise. In total, the Group’s actuarial gains
and losses amounted to a loss of SEK 1 870m (2 265). An actuarial gain arose during the
year when the actual return exceeded the assumed return on assets under manage-
ment by SEK 249m. A 25 bp reduction in the discount rate would increase the pension
obligation by approximately SEK 787m (715). Since it applies the so-called corridor rule,
the Group recognises only the portion of the net exceeding 10 per cent of the higher of
plan assets or pension obligations. The excess is recognised over the employees’ remain-
ing years of service. A further cut in the discount rate therefore had only a marginal
impact on profitin 2012.
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Share-based payment

In calculating the cost which is recognised as employee benefits ultimately settled in the
form of common shares in Swedbank AB, management estimates how many common
shares will be settled. Employees are granted contingent rights to receive common
shares, which require, for example, that they remain employed on the settlement date;
otherwise the rights expire. Management also estimates the fair value of the rights
granted to employees and which gives them the conditional right to receive common
shares in Swedbank AB at no cost. The estimation is based on the quoted price of the
common share, since the right essentially has the same terms as a common share.

The estimated costs associated with Programme 2011 total SEK 513m, of which SEK
136m was recognised in 2011. The recognised expense for all outstanding programmes
amounted to SEK 159m in 2011. This is in addition to social insurance charges, any
other payroll expenses and income tax, which will be calculated based on the estimated
number of settled shares and their estimated fair value.



(G3 Risks

Swedbank defines risk as a potentially negative impact on a company that can arise due
to current internal processes or future internal or external events. The concept of risk
comprises the probability that an event will occur and the impact it would have on the
Group's earnings, equity or value.

The Board of Directors has adopted an Enterprise Risk Management (ERM) policy de-
tailing the risk framework, the risk management process, and roles and responsibilities
in risk management. Swedbank continuously identifies the risks its operations generate
and has designed a process to manage them.

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

To ensure that Swedbank retains a low long-term risk profile, the Board has set an
overall risk appetite. In line with this appetite, individual tolerance limits have been
established for the types of risks the bank is exposed to. The tolerance limits restrict
exposures and performance in the portfolio. Additionally, the Board has decided on a
system of signals whose purpose is to give early warning if conditions change.

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

Risk Description

Credit risks The risk that a counterparty, or obligor, fails to meet contrac-
tual obligations to Swedbank and the risk that collateral will

not cover the claim.

The risk that Swedbank cannot fulfil its payment commit-
ments on any given due date without significantly raising the
cost of obtaining means of payment.

Liquidity risks

Market risks The risk that changes in interest rates, exchange rates and
equity prices will lead to a decline in the value of Swedbank'’s

net assets and liabilities, including derivatives.

Operational risks The risk of losses resulting from inadequate or failed internal
processes or routines, human error, incorrect systems or

external events.

Other risks Includes earnings volatility risk, insurance risk, pension risk,
strategic risk, reputational risk and security risk.
Credit risks
DEFINITION

Credit risk refers to the risk that a counterparty or obligor fails to meet its contractual
obligations towards Swedbank and the risk that collateral will not cover the claim. Credit
risk also includes concentration risk, which comprises large exposures or concentrations
in the credit portfolio, for instance to certain regions or industries..

Swedbank’s Board has established tolerance limits for geographical concentration,
sector concentration and name concentration.

Risk management

A central principle in Swedbank’s lending is that each business unit within the Group
has full responsibility for its credit risks, and that credit decisions adhere to the credit
process, are made in accordance with applicable rules, and are in line with the bank’s
business and credit strategies. Depending on the size and nature of each credit, a lend-
ing decision can be made, for example, by an officer with help from system support or
by a credit committee. The business unit has full commercial responsibility regardless of
who makes the ultimate decision, including responsibility for internal credit control.

The duality principle provides guidance for all credit and credit risk management
within the Group. The principle is reflected in the independent credit organisation,
decision-making bodies and credit processes. Each business unit is responsible for ensur-
ing that internal control is integrated in all lending and monitoring.

The risk classification system is a key part of the credit process; it comprises work and
decision-making processes for lending, credit monitoring, and quantification of credit
risk. The decision to grant credit requires that there are good grounds to expect that the
borrower can fulfil his or her commitment to the Group. In addition, for all credits, the
rule is that sufficient collateral must be pledged.

To keep lending sound, robust, and balanced in terms of risks, it is necessary to view
customer transactions against the backdrop of relevant factors in the marketplace. This
means taking into account what the Group and the market knows about anticipated lo-
cal, regional and global changes and developments which could impact the business and
its risks. Systematic monitoring of individual credit exposures is achieved by continu-
ously monitoring individual commitments. Exposures to corporate customers, financial
institutions and sovereign states are assessed at least once a year.

Risk measurement

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

* Risk assessment and credit decisions

* Monitoring and managing credit risks

« Calculating risk-adjusted profitability (including RAROC)

« Analysis of the risk profile in Swedbank’s credit portfolios (including migrations)
« Developing credit strategies and associated risk management activities

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

« Calculating capital requirements and capital allocation.

The risk class is assessed and decided on as part of credit decisions. The class also
affects requirements for depth of analysis and documentation and governs how
customers are monitored. In this way, low-risk transactions can be approved through a
simpler and faster credit process. Risk classification is also a key element in monitoring
individual credit exposures. The system governs the monitoring processes in various
ways, ensuring, for example, that a weak risk class will be tested separately, followed
by a decision on possible measures. Swedbank has received approval from the Financial
Supervisory Authority to apply the IRB approach, which is used to calculate the majority
of the capital requirement for credit risks. The bank applies the IRB approach to most of
its lending to the public, with the exception of lending to sovereign governments and
the credit portfolios in Ukraine and Russia. For exposures where the IRB approach is not
applied, an external classification is used, most often the Financial Supervisory Author-
ity's standard method, or they are none rated.

The goal of the risk classification is to predict defaults within 12 months; it is ex-
pressed on a scale of 23 classes, where O represents the greatest risk and 21 represents
the lowest risk of default, with one class for defaulted loans. The table below describes
the Group's risk classification and how it relates to the probability of default within 12
months (PD), as well as an indicative rating from Standard & Poor’s. Of the bank’s total
IRB-assessed exposures, 71 (74) per cent fall in the risk classes of 13-21, investment
grade, where the risk of default is considered low. Of the exposures, 41 per cent (40)
have been assigned a risk class of 18 or higher, which corresponds to a rating of A from
the major ratings agencies. The exposures relate to financial companies group (FCG).

Risk grade according to IRB methodology
Indicative rating

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

To achieve maximum precision in measurement, the bank has developed a number of
different risk classification models. There are primarily two types of models; one is based
on a statistical method, which requires access to a large amount of information on
counterparties, and enough information on those counterparties who have defaulted. In
cases where the statistical method is not applied, models are created where evaluation
criteria are based on expert opinions.

The models are validated when introduced, in connection with significant changes
and periodically (at least annually). The validation is designed to ensure that each model
measures risk satisfactorily. In addition, the models are monitored to assure they func-
tion well in daily credit operations. The models indicate the likelihood of default normally
on a one-year horizon. Considering that credit commitments usually involve a longer
period, the models are also evaluated for a more extended period. In summary, the vali-
dations performed to date have shown that the models are statistically highly reliable.
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Risk grade according to the IRB methodology

Low risk  Normal risk Augmented risk High risk Default Non-rated Standardised
Maximum credit risk exposure distributed by rating 2011 PD<0.5 PDO0.5-2.0 PD 2.0-5.7 PD >5.7 PD 100.0 exposures methodology EAD
Total exposure 1055 749 197 783 88 349 34611 18272 25311 274535 1694610
Large
corporates & Baltic Russia &

Retail % Institutions % Banking % Ukraine % Other * % Total %
EAD
Low risk 739567 43.6 207 697 123 32123 19 76362 45 1055749 62.3
Normal risk 141115 8.4 27071 1.6 29553 1.7 44 0.0 197783 11.7
Augmented risk 51732 3.1 3754 0.2 32764 19 99 0.0 88349 5.2
High risk 18368 11 1130 0.0 15097 09 16 0.0 34611 2.0
Defaults 3469 0.2 1627 01 13176 08 18272 11
Non-rated exposures 5890 0.3 3497 0.2 6508 04 123 0.0 9293 0.6 25311 15
Standardised method 42 685 2.5 40747 2.4 17 906 11 12661 0.7 160536 95 274 535 16.2
Total 1002826 59.2 285523 16.8 147 127 8.7 12784 0.7 246 350 146 1694610 100.0

Public % Corporates % Institutions % States % Other * % Total %
EAD
Low risk 700579 414 225909 133 129261 7.6 1055749 62.3
Normal risk 92 087 5.4 104 223 6.2 1473 01 197783 11.7
Augmented risk 33922 2.0 54228 3.2 199 0.0 88349 5.2
High risk 20543 1.2 13952 08 116 0.0 34611 2.0
Defaults 8544 0.5 9440 06 288 0.0 18272 11
Non-rated exposures 5987 04 19324 11 25311 15
Standardised method 11289 0.7 5640 03 1779 0.1 175456 104 80371 4.7 274535 16.2
Total 866964 51.2 419379 24.8 133116 7.8 175 456 104 99 695 5.8 1694610 100.0

* During the year Swedbank has transfered the responsibility for Group Treasury’s liquidity portfolios, primarily exposures towards Central Banks, from the Business segment
Large Corporate & Institutions to Group Functions (included in Other). This explains the changes in exposures calculated according to the standard method between 2010 and
2011 for those two Business segments.

Risk grade according to the IRB methodology

Low risk  Normal risk Augmented risk High risk Default Non-rated Standardised
Maximum credit risk exposure distributed by rating 2010 PD<0.5 PDO0.5-2.0 PD 2.0-5.7 PD >5.7 PD 100.0 exposures methodology EAD
Total exposure 1026 465 198 927 92 351 39 403 23624 28957 163413 1573140
Large
corporates & Baltic Russia &

Retail % Institutions % Banking % Ukraine % Other * % Total %
EAD
Low risk 734693 46.7 247822 15.8 43693 2.8 257 0.0 1026465 65.2
Normal risk 133645 8.5 42 555 2.7 22724 1.4 3 0.0 198927 126
Augmented risk 52027 33 10196 06 30127 19 1 0.0 92 351 59
High risk 18591 1.2 579 0.0 20233 13 39403 2.5
Defaults 3319 0.2 3198 0.2 17 107 11 23624 1.5
Non-rated exposures 5154 0.3 8554 0.5 10086 0.6 5163 0.3 28957 1.8
Standardised method 41354 2.6 80636 51 22400 14 16624 11 2399 0.2 163413 104
Total 988 783 62.9 393540 25.0 166 370 10.6 16 624 1.1 7823 0.5 1573140 100.0

Public % Corporates % Institutions % States % Other * % Total %
EAD
Low risk 704062 44.8 177 447 113 144 956 9.2 1026 465 65.2
Normal risk 82997 53 115262 7.3 668 0.0 198927 126
Augmented risk 31400 2.0 60434 3.8 517 0.0 92351 59
High risk 18122 1.2 21201 13 80 0.0 39403 2.5
Defaults 9241 0.6 14 084 0.9 299 0.0 23624 1.5
Non-rated exposures 9343 0.6 19614 1.2 28957 1.8
Standardised method 10776 0.7 5595 0.4 3124 0.2 61151 39 82767 53 163413 104
Total 856 598 54.5 403 366 25.6 149 644 9.5 61151 3.9 102 381 6.5 1573140 100.0

* During the year Swedbank has transfered the responsibility for Group Treasury’s liquidity portfolios, primarily exposures towards Central Banks, from the Business segment
Large Corporate & Institutions to Group Functions (included in Other). This explains the changes in exposures calculated according to the standard method between 2010 and
2011 for those two Business segments.

Swedbank Annual Report 2011



Maximum credit risk exposure, geographical distribution 2011

Sweden  Estonia Latvia Lithuania Russia Ukraine Norway Denmark  Finland USA Other Total
Assets
Cash and balances with central banks 101 467 2032 2800 3751 973 225 4731 175 1550 46550 53 164307
Treasury bills and other bills eligible for
refinancing with central banks 19559 110 1147 4 516 107 4410 25853
Loans to credit institutions 56227 26 30 219 1327 103 4827 26931 397 7108 97195
Loans to the public 1051118 53310 32262 33427 4873 4714 22304 1114 5923 1332 1077 1211454
Bonds and other interest-bearing
securities 79963 397 9 66 6965 184 1130 6637 17107 112458
Derivatives* 43804 107 266 2 1 5362 7235 644 8709 37597 103727
Other financial assets 10477 478 569 251 124 39 1727 16 410 224 42 14357
Contingent liabilities and commitments
Guarantees 15458 2295 1165 950 404 56 1695 6 52 22 2148 24251
Commitments 146 502 8619 3829 3238 562 292 8517 303 6386 1064 6646 185958
Total 1524575 67264 41040 42985 8330 5433 56644 36071 16095 64935 76188 1939560
% of total 79 4 2 2 3 2 1 3 4 100

* By Swedbank AB, open netting agreements reduce the credit exposure to SEK 29 324m.

Collateral held as security
Residential properties
incl. Condominiums 685239 24878 15243 13410 559 1489 1611 333 742761
Other properties 112725 12253 11507 8598 2642 2293 3099 335 764 768 154985
Municipalities and county councils 17 249 1706 1142 299 20397
Chattel mortgages 11534 528 270 221 12552
Personal guarantee 19165 1632 396 540 1046 20 22799
Unsecured 76 658 3240 1327 2841 849 76 8804 214 5139 343 1077 100567
Other collateral 83392 9600 2 646 7724 295 586 7745 232 112221
Total loans to the public excluding
the Swedish National Debt Office and
repurchase agreements 1005961 53310 32261 33413 4873 4714 22304 1114 5923 1332 1077 1166282
Maximum credit risk exposure, geographical distribution 2010

Sweden  Estonia Latvia Lithuania Russia  Ukraine Norway Denmark Finland USA Other Total
Assets
Cash and balances with central banks 2614 2948 4982 3381 611 398 1745 275 90 25 39 17109
Treasury bills and other bills eligible for
refinancing with central banks 24243 117 893 380 1280 8011 34924
Loans to credit institutions 99320 10 62 231 1350 352 4962 10351 14402 17567 17810 166416
Loans to the public 1015013 57919 37023 35477 6220 6337 16968 5845 5363 1005 56 1187226
Bonds and other interest-bearing
securities 72310 288 20 7 2 8907 92 409 3702 10915 96 652
Derivatives* 27 320 75 221 85 13 3569 3909 379 6147 23335 65051
Other financial assets 7032 948 734 499 86 75 4269 1 27 11 4 13687
Contingent liabilities and commitments
Guarantees 17829 2106 768 633 569 153 1140 14 249 60 1799 25321
Commitments 142 451 6180 3018 3259 480 485 8608 126 5483 466 4825 175382
Total 1408131 70475 46945 44466 9329 8182 51449 20612 26402 28983 66794 1781768
% of total 79 4 3 2 1 3 1 1 2 4 100

* By Swedbank AB, open netting agreements reduce the credit exposure to SEK 16 368m.

Collateral held as security
Residential properties
incl. Condominiums 674288 25674 17314 14224 801 2125 1544 818 736788
Other properties 107833 17556 13952 9148 3487 2518 4301 353 787 825 160760
Municipalities and county councils 20300 1790 1003 405 23498
Chattel mortgages 10873 1102 412 79 36 12502
Personal guarantee 19475 1551 385 444 86 1048 9 22997
Unsecured 78758 3771 1500 2555 464 255 5753 856 4567 143 56 98678
Other collateral 65848 7577 2869 8680 366 942 4243 246 1 90773
Total loans to the public excluding
the Swedish National Debt Office and
repurchase agreements 977376 57919 37022 35456 6220 6337 16968 2273 5363 1005 56 1145996
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Interest-bearing securities, carrying amount 2011

Sweden  Estonia Latvia Lithuania Ukraine Norway Denmark  Finland USA Other Total
Treasury bills and other bills eligible for refinancing
with central banks 19559 110 1147 4 516 107 4410 25853
States 19444 110 1147 4 392 107 4410 25614
Municipalities 115 115
Other 124 124
Bonds and other interest-bearing securities 79963 397 9 6965 184 1130 6637 17173 112458
Housing finance institution 65359 1508 66 867
Banks 6522 4726 154 914 96 9512 21924
Other financial companies 3073 36 6523 650 10282
Non-financial companies 5009 397 9 2239 30 180 18 5503 13385
Total 99522 397 119 1147 4 7481 291 1130 6637 21583 138311
% of total 72 1 5 1 5 16 100
Interest-bearing securities, carrying amount 2010
Sweden  Estonia Latvia Lithuania Ukraine Norway Denmark  Finland USA Other Total
Treasury bills and other bills eligible for refinancing
with central banks 24243 117 893 380 1280 8011 34924
States 23452 117 893 1252 7747 33461
Municipalities 791 28 819
Other 380 264 644
Bonds and other interest-bearing securities 72310 288 20 7 2 8907 92 409 3702 10915 96 652
Housing finance institution 60904 3335 64 239
Banks 2940 7 2 6500 92 211 951 6568 17271
Other financial companies 3463 2335 516 6314
Non-financial companies 5003 288 13 5 2 2407 198 416 496 8828
Total 96 553 288 137 900 382 10187 92 409 3702 18926 131576
% of total 74 1 8 3 14 100
Derivatives 2011
Sweden Estonia Latvia Lithuania Russia  Ukraine  Norway Denmark Finland USA Other Total
Positive fair value of contracts 43804 107 266 2 1 5362 7235 644 8709 37597 103726
Netting gains 28489 107 213 2 1 2746 5699 30 7375 21403 66065
Actual offset credit exposure 15315 53 2616 1536 614 1334 16194 37661
Collateral held** 3271 4 158 277 7 528 12527 16772
Net credit exposures 12 044 49 2458 1259 607 806 3667 20889
Net credit exposures including
internal add-on*** 40262 1 393 2372 8 5995 2692 2981 4245 16613 75562
** Collateral contsist of cash (38%), AAA rated bonds (1.8%) or other quoted bonds (0.2%).
***Internal risk add-ons are used for management of credit risk exposure with regards to counterparty credit limits.
Derivatives 2010
Sweden Estonia Latvia Lithuania Russia  Ukraine  Norway Denmark Finland USA Other Total
Positive fair value of contracts 27 320 75 221 85 13 3569 3309 379 6147 23335 65051
Netting gains 21375 75 192 85 4 2599 3170 25 4232 12455 44213
Actual offset credit exposure 5945 28 9 969 739 354 1915 10879 20838
Collateral held** 543 75 59 1469 7995 10141
Net credit exposures 5402 28 9 894 680 354 446 2884 10697
Net credit exposures including
internal add-on*** 31006 43 43 4150 2059 1290 2252 21749 62591
** Collateral consists of cash (100%).
***Internal risk add-ons are used for management of credit risk exposure with regards to counterparty credit limits.
Credit derivatives 2011 2010
Credit derivatives, nominal amounts 8086 4888
Effect of collateral assets with credit deterioration of 1 notch, for both Moody’s and Standard & Poor's -965 -454

Credit derivatives are used to mitigate credit risk exposures.

Swedbank Annual Report 2011



GIIPS exposure, carrying amount 2010
Greece* Total Italy  Portugal Spain Total
Bonds 15 210 193 54 363
of which soveriegn 15 210 184 22 322
of which held to maturity** 15 148 102 5 185
Loans (money market and
certificates) 98 402 35 437
Loans (committed credit facilities)
Derivatives net*** 313 90 78 217
Other**** 18 142 18 100 129
Total 33 763 703 267 1146

* Greek sovereign bonds are netted, i.e. after provisions of SEK 35m.
** Actual market values are below the carrying amounts by approximately SEK 44m.

*** Derivatives at market value taking into account netting and collateral agreements. Considering the bank’s internal risk add-ons for counterparty risk at potential future
changes in prices, the derivative exposures amount to: Ireland SEK 87m (168), Italy SEK 447m (1 069) and Spain SEK 217m (247). Total SEK 751m (1 484).

**** ncludes trade finance and mortgage loans.
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Loans to the public and credit institutions, carrying amount 2011

Loans individually assessed as not impaired Loans individually assessed as impaired Total
Portfolio After portfo- Before After provi-
Before portfolio provisions provisions lio provisions provisions Provisions sions
Performing Past due
Geographical distribution
Sweden 1003 485 2438 790 1005133 1935 1108 827 1005960
Estonia 50238 1427 339 51326 3620 1636 1984 53310
Latvia 28051 939 686 28304 7696 3739 3957 32261
Lithuania 29165 1875 257 30783 4792 2162 2630 33413
Russia 4157 27 54 4130 1281 538 743 4873
Ukraine 3055 149 308 2896 5366 3548 1818 4714
Norway 22251 28 22279 50 25 25 22304
Denmark 1112 1 1113 3 2 1 1114
Finland 5923 5923 5923
USA 1332 1332 1332
Other 1077 1077 1077
Loans to the public excluding the Swedish National Debt
Office
and repurchase agreements 1149847 6 884 2434 1154297 24743 12758 11985 1166282
Sector/industry
Private customers 657522 4547 775 661294 8789 3900 4889 666 183
Mortgage loans, private 621208 3948 476 624 680 6879 2736 4143 628823
Other, private 36314 599 299 36614 1910 1164 746 37 360
Corporate customers 492 325 2337 1659 4393003 15954 8858 70396 500099
Agriculture, forestry, fishing 61585 347 58 61874 698 349 349 62223
Manufacturing 28668 346 244 28770 2597 1622 975 29745
Public sector and utilities 14738 160 39 14859 109 26 83 14942
Construction 12623 91 104 12610 1189 608 581 13191
Retail 22842 233 178 22897 2112 1442 670 23567
Transportation 11149 417 91 11475 391 177 214 11689
Shipping and offshare 23013 20 22993 656 358 298 23291
Hotels och restaurants 6222 23 51 6194 401 183 218 6412
Information and communications 2356 30 24 2362 97 47 50 2412
Finance and insurance 16635 5 16 16624 134 96 38 16662
Property management 142072 372 549 141895 5582 2813 2769 144 664
Housing cooperatives 71525 11 76 71460 20 13 7 71467
Professional services 29905 152 103 29954 864 475 389 30343
Other corporate lending 48992 150 106 49036 1104 648 456 49491
Loans to the public excluding the Swedish National Debt
Office
and repurchase agreements 1149847 6 884 2434 1154297 24743 12758 11985 1166282
Swedish National Debt Office 2775 2775 2775
Loans to Swedish National Debt Office, repurchase
agreements 13834 13834 13834
Loans to Swedish public, repurchase agreements 19666 19666 19666
Loans to Foreign public, repurchase agreements 8897 8897 8897
Loans to the public 1195019 6884 2434 1199469 24743 12758 11985 1211454
Loans to Swedish credit institutions 47313 47313 47313
Loans to foreign credit institutions 17 426 2 17 424 62 62 17 424
Loans to Swedish credit institutions, repurchase agreements 8069 8069 8069
Loans to Foreign credit institutions, repurchase agreements 24388 24388 24388
Loans to credit institutions 97 196 2 97 194 62 62 97 194
Loans to the public and credit institutions 1292216 6884 2436 1296664 24805 12820 11985 1308649
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Loans to the public and credit institutions, carrying amount 2010

Loans individually assessed as not impaired Loans individually assessed as impaired Total
Portfolio After portfo- Before After provi-
Before portfolio provisions provisions lio provisions provisions Provisions sions
Performing Past due
Geographical distribution
Sweden 975878 1708 992 976 594 1882 1100 782 977376
Estonia 54300 1827 633 554394 4722 2297 2425 57919
Latvia 30876 1209 724 31361 11259 5597 5662 37023
Lithuania 30638 2120 337 32421 6529 3434 3035 35456
Russia 5356 30 121 5265 1939 984 955 6220
Ukraine 3468 108 490 3086 7957 4706 3251 6337
Norway 16798 5 16803 403 238 165 16968
Denmark 2253 10 2263 12 3 10 2273
Finland 5363 5363 5363
USA 1005 1005 1005
Other 56 56 56
Loans to the public excluding the Swedish National Debt
Office and repurchase agreements 1125992 7017 3297 1129712 34703 18418 16285 1145996
Sector/industry
Private customers 646 945 3885 534 650296 9799 3744 6055 656 351
Mortgage loans, private 609 263 3219 264 612218 6834 2612 4222 616 440
Other, private 37682 666 270 38078 2965 1132 1833 39911
Corporate customers 479047 3132 2763 479416 24904 14674 10230 489 646
Agriculture, forestry, fishing 58706 96 86 58716 710 335 375 59091
Manufacturing 27591 214 519 27 286 5138 3095 2043 29329
Public sector and utilities 15805 318 46 16077 133 39 94 16171
Construction 11971 159 11926 2325 1502 823 12749
Retail 22083 170 307 21946 2862 1818 1044 22990
Transportation 12013 554 137 12430 1182 551 631 13061
Shipping and offshore 15719 120 15599 40 34 6 15605
Hotels och restaurants 6700 57 87 6670 530 290 240 6910
Information and communications 2209 5 33 2181 66 31 35 2216
Finance and insurance 10681 5 31 10655 148 109 39 10694
Property management 144818 534 829 144523 8766 5093 3673 148196
Housing cooperatives 71880 64 71816 32 19 13 71829
Professional services 27 860 92 158 27794 747 528 219 28013
Other corporate lending 51010 974 187 51797 2225 1230 995 52792
Loans to the public excluding the Swedish National Debt
Office and repurchase agreements 1125992 7017 3297 1129712 34703 18418 16285 1145996
Swedish National Debt Office 1 1 1
Loans to Swedish National Debt Office, repurchase
agreements 19778 19778 19778
Loans to Swedish public, repurchase agreements 15666 15666 15666
Loans to Foreign public, repurchase agreements 5785 5785 5785
Loans to the public 1167 222 7017 3297 1170942 34703 18418 16285 1187226
Loans to Swedish credit institutions 51285 51285 51285
Loans to foreign credit institutions 75136 75136 75 76 -1 75135
Loans to Swedish credit institutions, repurchase agreements 14705 14705 14705
Loans to Foreign credit institutions, repurchase agreements 25291 25291 25291
Loans to credit institutions 166 417 166 417 75 76 -1 166 416
Loans to the public and credit institutions 1333639 7017 3297 1337359 34778 18494 16284 1353643
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Impaired, past due and restructured loans 2011

Sweden Estonia Latvia Lithuania Russia Ukraine Norway Denmark Total
Impaired loans
Carrying amount before provisions 1997 3620 7 696 4792 1281 5366 50 B 24805
Provisions 1170 1636 3739 2162 538 3548 25 2 12820
Carrying amount after provisions 827 1984 3957 2630 743 1818 25 1 11985
Share of impaired loans, net, % 0.08 3.74 12.27 7.87 12.96 37.00 0.11 0.09 0.92
Share of impaired loans, gross, % 0.20 6.58 20.98 1337 20.26 61.19 0.22 0.09 1.87
Carrying amount of impaired loans that returned
to normal status during the period 860 974 3625 764 308 95 6627
Past due loans that are not impaired
Valuation category, loans and receivables
Loans with past due amount, 604 1427 939 1875 28 149 28 1 5051
5-30 days 386 1039 681 1556 7 83 3752
31-60 days 192 339 223 298 14 43 1109
more than 60 days 26 49 35 21 7 23 28 1 190
Valuation category, fair value through profit or loss
Loans with past due amount, 1833 1833
5-30 days 758 758
31-60 days 528 528
more than 60 days 547 547
Total 2437 1427 939 1875 28 149 28 1 6884
Loans which were restructured during the period and which
are not impaired or past due
Carrying amount before restructuring 930 1318 2422 282 441 95 27 5516
Carrying amount after restructuring 860 1318 2312 282 441 95 27 5336
Impaired, past due and restructured loans 2010

Sweden Estonia Latvia Lithuania Russia Ukraine Norway Denmark Total
Impaired loans
Carrying amount before provisions 1956 4722 11259 6529 1939 7958 403 12 34778
Provisions 1176 2297 5596 3494 984 4706 238 3 18494
Carrying amount after provisions 781 2425 5662 3035 955 3251 165 10 16284
Share of impaired loans, net, % 0.08 4,15 15.20 8,51 1268 4287 097 1.20
Share of impaired loans, gross, % 0.20 7.69 25.85 16.52 2244 62.26 2.34 2.53
Carrying amount of impaired loans that returned
to normal status during the period 2 433 252 485 120 1292
Past due loans that are not impaired
Valuation category, loans and receivables
Loans with past due amount, 752 1827 1209 2120 30 108 5 10 6061
5-30days 249 779 856 1681 18 67 5 10 3665
31-60 days 306 734 316 384 6 41 1787
more than 60 days 197 314 37 55 6 0 609
Valuation category, fair value through profit or loss
Loans with past due amount, 956 956
5-30 days 466 466
31-60 days 248 248
more than 60 days 242 242
Total 1708 1827 1209 2120 30 108 5 10 7017

Loans which were restructured during the period and which are not impaired or past due

Carrying amount before restructuring 452 1776 2841 1122 176 6367

Carrying amount after restructuring 409 1776 2840 1122 176 6323
Impaired loans are those for which it is likely that payment will not be received in domestic or local economic developments tied to non-payments, such as diminished
accordance with the contract terms. A loan is not impaired if there is collateral that asset values. The carrying amount for impaired loans generally corresponds to the
covers the principal, unpaid interest and any late fees by a satisfactory margin. Specified value of the collateral, in cases where collateral exists. Restructured loans refer to loans
above are the reserves allocated for impaired loans as well as for other lending where whose contractual terms have been amended due to the customer’s reduced ability to
loss events have occurred but where individual loans have not yet been identified. Loss pay. Common changes in contractual terms include various forms of payment deferrals.
events include late or non-payments,where the borrower is likely to go bankrupt or Changes in contractual terms can be so significant that the loans also are considered

impaired, which is the case if the restructuring reduces the loan’s carrying amount,
excluding one-off concessions.
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Provisions loans 2011

Sweden Estonia Latvia Lithuania Russia Ukraine Norway Denmark Total
Opening balance 2167 2930 6321 3831 1105 5196 238 3 21791
New provisions 319 -505 479 293 53 542 1180
Utilisation of previous provisions -220 -396 -1266 -658 -16 -745 -3300
Reversal of previous provisions -62 -197 -757 -940 -484 -850 -191 -1 -3481
Portfolio provisions for loans that are not impaired -200 -253 -40 -89 -63 -184 -829
Change in exchange rates -42 396 -312 -18 -3 -104 -22 -105
Closing balance 1962 1975 4 425 2419 592 3 856 25 2 15256
Total provision ratio for impaired loans, % (Including portfolio provi-
sion in relation to loans that individually are assessed as impaired) 101 55 57 50 46 72 50 67 62
Provision ratio for individually assessed impaired loans, % 57 45 49 45 42 66 50 67 52
Provisions loans 2010
Sweden Estonia Latvia Lithuania Russia Ukraine Norway Denmark Total
Opening balance 2538 3253 7 346 4677 1484 6390 326 4 26017
New provisions 1025 415 1373 1253 56 627 4749
Utilisation of previous provisions -356 -124 -1099 -702 -128 -2410
Reversal of previous provisions -80 -239 -96 -574 -536 -80 -1 -1606
Portfolio provisions for loans that are not impaired -59 -107 -433 -331 -136 -672 -1738
Change in exchange rates -899 -269 -769 -491 -299 -486 -8 -3220
Closing balance 2167 2930 6321 3831 1105 5196 238 3 21791
Total provision ratio for impaired loans, % (Including portfolio provi-
sion in relation to loans that individually are assessed as impaired) 115 62 56 59 57 65 59 21 63
Provision ratio for individually assessed impaired loans, % 58 49 50 54 51 59 59 21 53
Concentration risk, customer exposure
2011 2010
Number 2 1
Exposures > 20 % of the capital base
Exposures between 10 % and 20 % of the capital base 27557 10124
Total 27 557 10124
30 10

Usage of the 800 % limit, %

Collateral that can be sold or pledged even if
the counterparty fulfils its contractual obligations

When it grants repos, the Group receives securities that can be sold or pledged. The fair value of these securities corresponds to the carrying amount of the repos. The Group

also receives collateral in the form of securities that can be sold or pledged for derivatives and other exposures. The fair value of such collateral as of year-end amounted to

SEK 336m (0). None of this collateral has been sold or pledged.
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Assets taken over for protection of claims and cancelled leases

The Group takes over properties to recover as much lost cash flow as possible from
defaulted loans and in that way minimise credit impairments. This is expected to be
done through active asset management and other value-creation measures. Another
aim is to minimise the cost of ownership while the repossessed property is held.
Properties are repossessed both in order to be immediately divested and to be
held long-term to generate rental income and appreciation in value. The Group has
created separate units specialised in managing repossessed property, such as Ektor-
net. Ektornet’s property portfolio is highly diversified in terms of type of property,
size, standard, value and geographical market. Properties that are considered to have

significant growth potential are assigned to a core portfolio, where each property

is managed separately until the goal of the holding is met in the best way. Other
property holdings, that are of insignificant value individually, are divested as soon

as possible given market conditions. The majority of the properties are expected to
be divested one by one, although other methods could also be used. The Group’s hol-
ding of investment properties, which have overwhelmingly been acquired to protect
receivables, are reported in note G30 Investment properties. The majority of other
repossessed property is immediately divested.

Operating Gains/losses
2011 Operating income expenses Depreciation Impairment atdisposal Net profit
Properties recognised as inventory 7 47 44 86 2
Investment properties, with rent income 185 109 118 111 115 -38
Investment properties, without rent income 1 =i
Vehicles 9 9
Shares and other participating interests 107 107
Other 131 162 25 91 35
Total 323 319 118 180 408 114

Operating ex- Gains/losses at
2010 Operating income penses Depreciation Impairment disposal Net profit
Properties recognised as inventory 47 107 60
Investment properties 100 81 21 204 -206
Vehicles 41 219 -1 -261
Total 100 122 21 470 106 -407
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2011 2010

Number  Carrying amount Fair value Number  Carrying amount Fair value

Estonia

Properties recognised as inventory 593 314 337 495 256 259
Investment properties 91 256 277 55 214 215
Vehicles 1185 8 8 318 41 41
Shares and other participating interests 1 36 36

Total 1870 614 658 868 511 515
Latvia

Properties recognised as inventory 4503 1291 1589 1173 646 648
Investment properties 96 492 568 53 283 288
Vehicles 3335 40 40 456 82 82
Other 267 15 15 13 24 24
Total 8201 1838 2212 1695 1035 1042
Lithuania

Properties recognised as inventory 483 279 288 194 92 92
Investment properties 118 169 182 83 114 114
Vehicles 833 89 120 723 203 285
Total 1434 537 590 1000 410 491
USA

Properties recognised as inventory 1 25 25

Vehicles 6 13390 1400 1 122 122
Shares and other participating interests 1 60 60 1 183 183
Total 8 1475 1485 2 305 305
Ukraine

Investment properties 279 363 378

Investment properties 786 366 369 888 419 419
Total 1065 729 747 888 419 419
Sweden

Properties recognised as inventory 16 30 30 18 55 55
Investment properties 3 276 344 1 216 216
Vehicles 36 4 4 20 4

Shares and other participating interests 1 2 2
Other 19 39 39 24 6 6
Total 74 349 417 64 282 283
Other countries

Properties recognised as inventory 43 74 74 45 123 123
Investment properties 7 742 805 7 758 826
Vehicles 5 6 6 3 3
Shares and other participating interests 2 11 11

Total 57 833 896 56 884 952
Total

Properties recognised as inventory 5918 2376 2721 1925 1172 1178
Investment properties 1107 3691 3945 1088 2126 2200
Vehicles 5394 147 179 1521 333 414
Shares and other participating interests 4 107 107 2 185 185
Other 286 54 54 37 30 30
Total 12709 6375 7 006 4573 3846 4007
The Group's investment properties are primarily owned by Ektornet. The investment The fair values are primarily determined by internal appraisers with extensive knowl-
properties’ fair values have been determined by cash flow analyses for each object. edge of the properties and the relevant market. Random checks by independent external
Every property is measured individually. Since the number of transactions involving appraisers have been performed, especially in Latvia, where the holding includes the

commercial properties is limited to several submarkets, it is difficult to apply direct area greatest number of properties.

price methods. The measurement has been made using assumptions based on available

market information about transactions that have occurred and about the rental market. Capital requirement for credit risks

The measurement has also included property specific variables regarding revenues, The capital requirement for credit risks for Swedbank on 31 December 2011 totalled

expenses and investment needs.

SEK 33 277m (36 401). For more information, see note G4 Capital.
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Liquidity risks

DEFINITION

Liquidity risk refers to the risk of not being able to meet payment obligations at matu-
rity without significant increase in cost for obtaining means of payment due to high
borrowing costs or low prices when divesting assets.

In line with the Group’s risk appetite, the Board of Directors has set tolerance limits
for liquidity risk. Swedbank’s liquidity portfolio is subject to limits in terms of size
requirements and guidelines for composition. The Board has also set a requirement for
minimum unused room in the cover pool for issuance of covered bonds (Over Collaterali-
sation, OC). The purpose of this limit is to be able to offset a price decline in the property
market. There is also a limit set for Swedbank’s liquidity risk in terms of survival period
at the Group level. In addition, there are other limits which set a ceiling for cumulative
negative cash flows during a given time period.

Financing and liquidity strategy

Group Treasury has the overarching responsibility for managing the Group’s liquidity,
within the framework for the mandates established by the Board of Directors and the
CEO. The Group's financing strategy and liquidity buffer are significant factors in liquid-
ity risk management.

Swedbank’s financing strategy is adapted to the structure of Swedbank's assets.
More than half of Swedbank’s lending consists of Swedish mortgages, which are
primarily financed through covered bonds. Swedbank is the savings leader in its home
markets. Deposit volumes, together with covered bonds and shareholder equity, cover
nearly all of Swedbank’s total funding requirements. This means that, to a great extent,
Swedbank can choose between funding with covered or with unsecured bonds. We con-
sider this a strength, in part because covered bonds are a more secure funding source.
Swedbank strives to match fund unsecured financing with assets of an equivalent
amount and maturity.

Liquidity reserve*

According to the templated defined by the Swedish Bankers association

Risk management

Managing liquidity risks is a significant aspect of Swedbank’s operations. Liquidity risk is
continuously measured, monitored, forecast and analysed based on various time periods
with the overarching purpose of ensuring that the Group can always meet its payment
obligations on time, and without suddenly being forced to sell assets at unfavourable
terms.

Group Treasury is responsible for financing and management of Swedbank’s liguidity
reserve. From a funding perspective, Swedbank’s issuance programme is built on con-
tinuous analyses of the Group's balance sheet and maturity structure.

Swedbank’s methodologies for pricing products and services were developed further
during 2011. By incorporating liquidity, currency and interest rate risk into the model,
the bank is raising awareness within its organization about how liquidity risk affects
various products. The long term aim of this is to optimize prudent management of
liquidity risks.

Liquidity reserve

The purpose of building up and maintaining a liquidity reserve is to reduce Swedbank’s
liquidity risk. When Swedbank faces a high volume of maturing bonds, the liquidity re-
serve must be adjusted to meet these maturities in various types of stressed scenarios
in the capital markets where access to financing may be limited, or where markets are
fully or partly closed over an extended period of time. This also means that at times
when Swedbank’s maturities are lower, the liquidity reserve can be reduced, since refi-
nancing needs decrease, as does liquidity risk. The Board of Directors has also set a floor
for Group Treasury'’s liquidity portfolio. The portfolio must exceed a given volume, and
has to be invested in liquid and pledgeable assets (not to be confused with the liquidity
reserve, which in addition to the liquidity portfolio includes liquidity placed with central
banks and in the overnight market).

Cash and balances with central banks 163215

Deposits in other banks, available over night

Securities issued or guaranteed by sovereigns, central banks or multinational development banks 27880

Securities issued or guaranteed by municipalities och Public sector entities

Covered bonds 54132
Issued by other institutions 54132
Own issued

Securities issued by non-financial corporated

Securities issued by financial corporates (excl. Covered bonds) 1715

Other

Total 246 942

*96% of the securities in the liquidity reserve per December 31 2011 are rated AAA.

Additional liquid assets, Group**

Cash and balances with central banks

Deposits in other banks, available over night

Securities issued or guaranteed by sovereigns, central banks or multinational development banks 3985

Securities issued or guaranteed by municipalities och Public sector entities 4

Covered bonds 45989
Issued by other institutions 33950
Own issued 12039

Securities issued by non-financial corporated 1947

Securities issued by financial corporates (excl. Covered bonds) 10156

Other

Total 62082

**80% of the additionally liguid assets fulfill the requirements of the Swedish Banking Association’s template, except that they are held outside Treasury.
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Summary of maturities
In the summary of maturities, undiscounted contractual cash flows are distributed on the basis of remaining maturities until the agreed time of maturity. For lending to the public
amortising loans are distributed based on the amortisation schedule. Liabilities whose repayment date may depend on various options are distributed based on the earliest date on
which repayment could be demanded. Differences between nominal amount and carrying amount, the discount effect, are reported together with items without an agreed maturity
date where the anticipated realisation date has not been determined, in the column labled “Without maturity date/change in value.”

Undiscounted contractual cash flows

No maturity/

Payable on discount
Remaining maturity 2011 demand <3 mths. 3 mths.-1yr 1-5yrs 5-10yrs >10yrs effect Total
Assets
Cash and balances with central banks 164 307 164 307
Treasury bills and other bills eligible for refinancing with
central banks 3198 1962 9852 3914 2063 4864 25853
Loans to credit institutions 4781 83776 2469 4702 215 396 856 97195
Loans to the public 31859 108 754 67386 181077 97731 721880 2767 1211454
Bonds and other interest-bearing securities 20286 23120 63523 2105 513 2911 112458
Financial assets for which the customers bear the investment risk 114 1252 7329 7776 31223 48053 95 747
Shares and participating interests 5126 5126
Derivatives 22283 20810 54413 7925 2645 -4350 103726
Intangible fixed assets 13799 13799
Tangible assets 8293 8293
Other assets 19053 54 19107
Total 200947 257464 117053 320896 119666 758720 82319 1857065
Liabilities
Amounts owed to credit institutions 55735 78656 3774 2521 331 -1419 139598
Deposits and borrowings from the public 428395 93762 33345 5896 201 97 561 696
Debt securities in issue 114707 88267 482 185 70021 17473 8805 781458
Financial liabilities where customers bear the investment risk 122 1346 7 480 8000 31721 47780 96 449
Derivatives 22417 20134 47 004 7 205 1878 -8154 90 484
Other liabilities 63141 3849 1183 1543 69716
Subordinated liabilities 10239 8231 1061 19531
Equity 98133 98133
Total 484130 372805 150715 546 269 97 540 59400 146206 1857065
The large part of deposits from the public is contractually payable on demand. Despite the contractual terms, the deposits are essentialy a stable and a
long-term source of funding.

Undiscounted contractual cash flows
No maturity/

Payable on discount
Remaining maturity 2010 demand <3 mths. 3 mths.-1yr 1-5yrs 5-10yrs >10yrs effect Total
Assets
Cash and balances with central banks 17109 17109
Treasury bills and other bills eligible for refinancing with
central banks 14312 5665 4485 5622 1551 3289 34924
Loans to credit institutions 40857 115288 2167 6459 114 603 929 166417
Loans to the public 33 540 121708 65538 170432 90 347 707 114 -1453 1187226
Bonds and other interest-bearing securities 7 666 24259 58784 4240 34 1669 96 652
Financial assets for which the customers bear the investment risk 436 1111 5943 6101 26 648 60389 100628
Shares and participating interests 8891 8891
Derivatives 8 21740 13806 17 244 1661 73 10519 65051
Intangible fixed assets 15794 15794
Tangible assets 5679 5679
Other assets 17 280 30 17310
Total 91514 298430 112576 263347 108085 736023 105706 1715681
Liabilities
Amounts owed to credit institutions 55208 69 864 8971 2880 391 13 -561 136 766
Deposits and borrowings from the public 441015 63165 23492 6219 256 90 534237
Debt securities in issue 93774 150389 388992 45557 13207 -5402 686517
Financial liabilities where customers bear the investment risk 483 1325 6973 7358 31818 53031 100988
Derivatives 8 19653 14471 26 256 7310 1922 -3685 65935
Other liabilities 63571 2467 1310 1668 69016
Subordinated liabilities 17 364 8942 881 27187
Equity 95035 95035
Total 496 231 310510 201115 432630 79904 55992 139299 1715681

The large part of deposits from the public is contractually payable on demand. Despite the contractual terms, the deposits are essentialy a stable and a

long-term source of funding.
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Risk measurement

Aside from the Group Treasury’s overarching responsibility, it is the responsibility of
Group Risk to identify all relevant aspects of liquidity risk, and to measure, monitor, and
report on liquidity risks on a daily basis. Analyses are done for all foreign currencies.
Moreover, Swedbank uses a number of methods and systems to ensure that it can meet
its payment obligations and commitments every day, under normal as well as stressed
conditions. Managing intra-day payments includes monitoring and verifying that pay-
ment obligations are executed punctually and that any financing needs are identified.

The calculation of Swedbank’s liquidity risk is based on the Group’s future net cash
flows, which are accumulated over time. Cash flows from liquid assets are modelled
based on conservative estimates of when, at the earliest, they can be realised.

Swedbank uses of the term ‘survival period’ as one of several measures of the
Group's liguidity risk, where survival period is defined as the period of time when future
accumulated contractual cash flows are positive. In the calculation, it is assumed that
Swedbank does not have access to capital markets, i.e., that no new long- or short-term
liabilities can be issued or refinanced, but that Swedbank’s liquid, pledgeable securities
will generate liquidity. The impact of non-contractual cash flows are analysed through
simulations and various stress tests. These analyses of the Group’s future liquidity flows
provide important information for liquidity risk management, particulary for planning
the Group’s future liquidity needs.

In addition, liquidity risks are measured and monitored with the help of a number of
different measures, including Liquidity Coverage Ratio (LCR), Net Stable Funding Ratio
(NSFR) and Qver Collateralisation (OC). LCR is a measure of Swedbank’s liquidity reserve
to manage short-term outflows in stressed situations. NSFR is used to measure the
maturity matching between assets and liabilities on Swedbank’s balance sheet.

Cover pool sensitivity analysis, house price decline

In order to identify and act on increased liquidity risks as early as possible, Swedbank
uses a number of forward-looking risk indicators, such as volatilities in selected market
prices, and price discrepancies between various financial instruments. These indicators
can signal increased stress in the financial markets and hence increased liguidity risks.

Swedbank has developed special continuity plans to manage the effects that would
arise in case of serious market disruptions. These plans exist for the Group level and for
the local level in the countries where Swedbank runs businesses.

Stress tests

Stress tests are conducted regularly in order to increase readiness for possible distur-
bances in the market. The stress tests focus on Swedbank-specific as well as market-
related problems; these analyses also take into account the combined effects that would
occur if both kinds of issues arise simultaneously.

In the scenarios, a number of the risk drivers which underly the liquidity curve are
stressed to levels that are unlikely, but possible. Examples include large-scale withdraw-
als from deposit accounts, severe utilisation of credit facilities, and increased collateral
requirements for various purposes. In addition, the scenario assumes that Swedbank’s li-
quidity reserve will fall in value, as will loans in the mortgage operations. This risk driver
impacts Swedbank’s ability to issue covered bonds, which are of strategic importance
for bank funding. Finally, it assumes that access to capital markets dries up, but that
Swedbank’s liquid assets can still generate liquidity.

The table below provides a snapshot of the cover pool for 31 December 2011 ("Cur-
rent”). The table illustrates the effects on the OC of Swedbank Mortgage, that is, the
unutilised room in the cover pool for covered bond issues, given different price declines
for the mortgages in the pool which could occur over a period of time. The more prices
fall, the more difficult it becomes to issue bonds. Swedbank’s Board of Directors has set
a minimum OC level, however, which the bank may not go below, regardless of the OC
reguirements of the rating agencies.

31 december 2011
House price decline Current -5% -10% -15% -20% -25% -30% -35% -40%
Total assets in the cover pool, SEK bn 670 662 650 634 615 594 570 544 515
Total outstanding covered bonds, SEK bn 521 521 521 521 521 521 521 521 521
Over collateralisation level, % 287 27.1 249 218 18.2 141 9.5 44 -1.1
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Debt issuing
In 2011 Swedbank issued a total of SEK 254bn in long-term debt instruments. Swed-
bank has remained active in several capital markets in order to diversify its funding.

Debt securities in issue

The majority of the issues were covered bonds, where a new funding programme was
introduced primarily for US investors (under rule 144a of the US Securities Act).

Turnover during the year 2011 2010 Turnover during the year 2011 2010
Commercial papers with state guarantee Bond loans with state guarantee
Opening balance 60 689 Opening balance 156045 181587
Repaid -60 689 Repurchased -13262
Closing balance Repaid -67 326 -14035
Other commercial papers Change in market values -101 342
Opening balance 64375 49 884 Change in exchange rates 212 -11849
Issued 319621 284652 Closing balance 75568 156 045
Repaid -260255 -268179 Other interest-bearing bond loans
Change in market values -93 -1519 Opening balance 35196 32721
Change in exchange rates -678 -463 Issued 17969 23524
Closing balance 122970 64375 Repurchased -4465 -33
Covered bond loans Repaid -9234 -18128
Opening balance 410369 341372 Change in market values 40 264
Issued 232014 237958 Change in exchange rates -66 -3152
Repurchased -93063 -57635 Closing balance 39 440 35196
Repaid -34683 -103351 Structured products
Change in market values 11255 -7975 Opening balance 20532 37 004
Closing balance 525892 410369 Issued 3872 3768
Repurchased -4901
Repaid -7377 -16552
Change in market values 562 1217
Change in exchange rates -1 -4
Closing balance 17 588 20532
Total debt securities in issue 781458 686517

Capital requirement for liquidity risk

Today banks and financial institutions do not face any capital requirements for liquidity risk. On the other hand, disruptions to liquidity can arise due to an imbalance between risk
and capital. The purpose of the internal capital adequacy assessment process is to prevent this type of imbalance.
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Market risks

DEFINITION

Market risk refers to the risk that changes in risk factors in the financial markets, such as
interest rates, exchange rates, or share prices will adversely affect the Group's results,
equity or value.

Risk management

Market risks arise in Swedbank’s trading operations, for example in trading on financial
markets, as well as structurally in other operations; hence management of market risks
can be divided into these two main areas. Swedbank's total risk-taking is governed by
limits set by the Board regarding the nature and size of financial risk-taking.

Only so-called risk-taking units, i.e., units assigned a risk mandate by the CEO, are per-
mitted to take financial risks. Risks in these units are measured, monitored and reported
daily to the CEO and senior executives within the Group.

The dominant market risks within Swedbank are of a structural or strategic nature
and are managed centrally by Group Treasury, which is responsible for minimising pos-
sible negative impacts on Swedbank’s net income and equity.

One example of structural risk is the interest rate risk that arises from mismatches
in interest-fixing periods between Swedbank’s lending and funding. Another example
is the currency risk that arises when deposits and lending are not denominated in the
same currency. Strategic risks consist mainly of currency risks related to holdings in
foreign operations where it is not possible to hedge that currency risk. The Group'’s op-
erations in the Baltic countries, Russia and Ukraine have increased the bank’s currency
risk, including strategic currency risk. The economic recovery in Latvia and Lithuania is
still ongoing, which has reduced the risk of devaluation.

Market risks in Swedbank’s trading operations are low compared to the Group’s
total risks. This is for example illustrated in the calculation of capital adequacy, where
their share of the total risk-weighted amount is approximately 5 per cent (5) as of 31
December 2011.

Risk measurement
Market risks in Swedbank are measured by using VaR (a model-based risk measure ac-
cording to international standards), as well as by traditional sensitivity and stress tests.

VaR involves using a model for movements in interest rates, stock prices, exchange
rates and implicit volatilities to estimate a probability distribution for the change in
value of Swedbank’s total portfolio. This is based on the hypothetical assumption that
the portfolio will remain unchanged over a specific time horizon.

In the Group’s VaR model, the probability distribution is estimated daily, using a
Monte Carlo simulation based on historical market price changes over the last year. The
horizon is one trading day where VaR is calculated using the probability distribution as
a basis. The measure expresses a potential loss level for the current portfolio. The Group
uses 99 per cent VaR, which means that the potential loss will exceed the VaR amount
with a 1 per cent likelihood during the chosen time horizon. Since the model's scenarios
are based on historical data, covariations that regularly arise between market prices,
e.g., how different interest rates historically move in relation to each other, are taken
into account when calculating VaR. Thus, the model provides a better and more nuanced
risk measure than single sensitivities. Another advantage of VaR is that various types of
market risks can be compared as well aggregated into a single measure.

The Group's VaR model is evaluated regularly through hypothetical backtesting, a
systematic method to evaluate after the fact whether the probability distribution of
possible portfolio returns generated by the model was correct. The backtesting results
are then compared with VaR. If this is done for a large number of days, the reliability of
the model can be evaluated. The outcome of the actual and hypothetical backtesting
indicate that the model functions well.

One weakness of VaR is that occasionally, the historical correlations which the
calculation is based on do not apply, for example, in stressed situations in the financial
markets. For this reason, the calculation of VaR is accompanied by periodic stress tests
that estimate the Group'’s potential loss in the event of extraordinary market disruptions
that break down historical patterns.

In Swedbank Ukraine, VaR excludes market risks and strategic currency risks; this is
because VaR would be misleading due to the illiquid and undeveloped financial markets
in Ukraine. For strategic currency risks, a VaR measure based on a one-day horizon is not
relevant.
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Risk exposure

Interest rate risk, in terms of VaR, rose during the first half of 2011, which can be
explained primarily by continued expansion of the Group’s liquidity portfolio. During the
second half of 2011 the risks in Swedbank's portfolio decreased as a consequence of
lower volatility on the Swedish interest rate markets.

VaR by risk category

Jan.-Dec. 2011 (2010) 31 Dec. 31 Dec.
SEKm Max Min Average 2011 2010
Interest rate risk 186 (127) 56(50) 108(81) 91 110
Currency risk 29(19) 2(2) 7(7) 7 7
Share price risk 14(12) 2(2) 6 (6) 5 6
Diversification -20(-12) =119 -14
Total 175 (126) 52(52) 101 (82) 84 109

Market risks in the Trading operations

Trading operations at Swedbank are conducted in LC&I with the aim of satisfying
customer needs to make financial market transactions. Positioning occurs only to a
limited extent and the risk level in this operation is low. Despite the challenging market
conditions, the trading operations managed to keep risks at a stable level with few
large losses while maintaining satisfactory earnings. These results are typical for a
trading desk that operates with low risk and is primarily based on customer demand
for financial solutions and investments. VaR for the trading operations in 2011 showed
a high of SEK 38m, a low of SEK 11m, and an average of SEK 24m. The number of loss
days was 58.



Interest rate risks

Interest rate risk

Interest rate risk refers to the risk that the value of the Group’s assets, liabilities and
interest-related derivatives are negatively affected by changes in interest rates or other
relevant risk factors.

The Group's interest rate risks arise when interest fixing periods on assets and liabili-
ties, including derivatives, do not coincide. The Group’s fixed-rate assets consist primar-
ily of loans. The interest rate risk in these assets is largely eliminated either because
they are financed with fixed-term funding or because the Group has arranged swap
contracts where it pays a fixed interest rate. The large part of the Group’s fixed interest
rate loans has credit agreements that do not permit prepayment without compensating
the Group for any losses that may arise due to changes in the interest rates since the
loan was paid out, a prepayment fee.

Demand deposits can also be seen as partially interest-linked, as there are large
volumes of deposits with a floating interest rate so low it is unlikely it can be reduced
more, even if Swedish repo rates are cut. This may affect net interest negatively, but the
parent company has chosen to position itself to reduce these negative effects.

Interest rate risk is measured in the Group for all positions, both those recorded
at fair value in the accounts and those recorded at amortised cost. In measuring the
interest rate risk the Group has also decided to to assign certain portions of the Swedish
deposits a duration of 2-3 years. As of 31 December 2011, an increase in all market
interest rates (including real interest rates) by one percentage point would have reduced
the value of the Group'’s interest-bearing assets and liabilities, including derivatives, by
SEK 988m (777). The decrease in the value of positions in SEK would have been SEK
656m (499), while positions in foreign currency would have decreased in value by SEK
332m (278). The change is due to an extended duration in Swedbank Mortgage and the
further built-up of the Group’s liquidity reserve.

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

The increased interest rate risk can be explained by the strengthening of the liquidity
portfolio.

Risks in the trading operations remained low over the year as a whole. The level of
interest rate risk in the trading operation is more volatile than in the rest of the business
and ended the year at a higher level. For the year as a whole however, risk trended
downwards.

Changes in interest rates also affect net interest income. The magnitude of this effect
depends partly on the remaining interest fixing period for the Group’s fixed-rate assets,
liabilities and derivatives and partly on the extent to which the Group is able to adapt
the interest rates on variable-rate lending and deposits. A review of net interest risk,
measured as the sensitivity to a lasting change in all interest rates by one percentage
point, is shown in note G54.

Credit spread risk

Credit spread risk refers to the risk that the value of the Group’s assets and liabilities,
including derivatives, may fluctuate due to changes in the issuer-specific interest mark-
up (the credit spread). The Group's credit spread risks are concentrated in the parts of its
operations that hold coupon-bearing securities issued by sovereign states, companies or
financial institutions. These activities are conducted mainly in client-related business by
Swedbank LC&l and in the Group’s liquidity portfolio.

Credit spread risk is measured in the Group on all coupon-bearing positions and credit
derivatives. An increase/decrease in all issuer-specific spreads of 1 bp as of 31 December
2011 would have reduced/increased the value of the Group’s interest-bearing assets,
including derivatives, by SEK 12m.

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

2011 < 3 mths. 3-6 mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total
SEK -234 -36 -133 -633 226 -216 253 83 34 -656
Foreign currency =77 -18 -15 57 -1 21 -14 -128 -157 -332
Total -311 -54 -148 -576 225 -195 239 -45 -123 -988
In the table above, part of deposits frm the public that are payable on demand have been assigned a fixed interest period of between 2 and 3 years.

of which financial instruments measured at fair value through profit or loss

SEK -460 -68 39 -171 -172 -128 139 2 70 -749
Foreign currency 90 29 50 59 -6 50 -1 45 316
Total -370 -39 89 -112 -178 -78 138 2 115 -433
The impact on the net value of assets and liabilities, including derivatives, (SEKm) when market interest rates rise by one percentage point.

2010 < 3 mths. 3-6 mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total
SEK -104 -120 -672 -422 995 -128 -11 -91 54 -499
Foreign currency -165 89 61 -2 29 3 27 -196 -124 -278
Total -269 -31 -611 -424 1024 -125 16 -287 -70 -777
In the table above, part of deposits frm the public that are payable on demand have been assigned a fixed interest period of between 2 and 3 years.

of which financial instruments measured at fair value through profit or loss

SEK 63 -102 -287 -9 -37 -99 2 -65 54 -480
Foreign currency -188 85 72 98 116 16 77 -29 20 267
Total -125 -17 -215 89 79 -83 79 -94 74 -213
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Currency risks

Currency risk

Currency risk refers to the risk that the value of the Group’s assets and liabilities, includ-
ing derivatives, may fluctuate due to changes in exchange rates or other relevant risk

factors.

The Group’s currency risks are managed by adapting the total value of assets

and liabilities, including derivatives, in the same currency to the desired level. This is

mainly done using derivatives, such as cross currency interest rate swaps and forward

exchange agreements.

A large portion of lending in Latvia and Lithuania is in euro, while deposits are de-

nominated in local currency (Latvian lat and Lithuanian litas) as well as euro.
To reduce currency risk, the Group's strategic foreign holdings are generally funded
in each country’s national currency or in a currency linked to the country’s currency. The

Currency distribution

Group's exposure to currency risks with the potential to affect earnings, i.e., excluding
exposures related to investments in foreign operations and related hedges, is limited. A
shift in exchange rates between the Swedish krona and foreign currencies of +/-5 per
cent at year-end would have a direct positive effect on the Group’s reported profit of
SEK -36m (60).

Currency risk can also arise in the operations that manage repossessed property for
the purpose of selling it. The operations are funded through loans in various currencies,
and the holdings in the portfolio have an anticipated duration based on a divestment
plan. The difference that arises between assets and liabilities gives rise to a currency
risk, which is managed within the operations and is limited in the same way as other
currency risk.

2011 SEK EUR usD GBP LVL LTL RUB UAH Other Total
Assets

Cash and balances with central banks 2156 103397 46815 44 2176 3613 976 167 4963 164307
Loans to credit institutions 73710 9149 9628 61 63 161 577 920 2926 97195
Loans to the public 1005678 122906 44014 1276 3148 7702 1317 1210 24203 1211454
Interest-bearing securities 95284 29273 6155 77 570 66 4 6882 138311
Other assets, not distributed 245798

Total 1422626 264725 106612 1381 5464 12046 2936 2301 38974 1857065
Liabilities

Amounts owed to credit institutions 94122 14275 27 359 68 4 34 3736 139598
Deposits and borrowings from the public 422361 66074 26313 1766 9307 26477 1331 370 7697 561696
Debt securities in issue, etc. 404220 212727 133647 11654 198 38543 800989
Other liabilities, not distributed 256 649 256 649
Equity 98133 98133
Total 1275485 293076 187319 13488 9307 26675 1335 404 49976 1857 065
Other assets and liabilities,

including positions in derivatives 47 020 80307 12 096 7431 3979 -1875 -99 11237

Net position in currency 18669 200 -11 3588 -10650 -274 1798 235 13555

Net funding in foreign currency with a corresponding recognised amount of SEK 21 037m (18 431) is used as a hedging instrument to hedge the net investment in foreign
operations. The above net position in currencies pertains mainly to parts of net investments in foreign operations that are not hedged. Exchange rate changes on this position are

recognised in other comprehensive income as translation difference.

Currency distribution

2010 SEK EUR usD GBP EEK LVL LTL RUB UAH Other Total
Assets

Cash and balances with central banks 2522 666 192 32 2695 4719 3254 614 331 2084 17 109
Loans to credit institutions 87 649 61247 12727 127 104 207 166 1112 1259 1819 166417
Loans to the public 978616 128344 40418 716 5620 2948 7063 1379 901 21221 1187226
Interest-bearing securities 104 247 13709 2918 29 45 365 381 9882 131576
Other assets, not distributed 213353 213353
Total 1386387 203966 56255 875 8448 7919 10848 3105 2872 35006 1715681
Liabilities

Amounts owed to credit institutions 78898 24 560 26399 341 355 189 11 4 6009 136 766
Deposits and borrowings from the public 412 340 36939 14893 848 24410 10571 25588 968 968 6712 534237
Debt securities in issue, etc. 380204 189883 103857 5477 420 33863 713704
Other liabilities, not distributed 235939 235939
Equity 95035 95035
Total 1202416 251382 145149 6666 24410 10926 26197 979 972 46584 1715681
Other assets and liabilities,

including positions in derivatives 79701 89 045 5876 10164 2736 895 -1958 -982 11761

Net position in currency 32285 151 85 -5798 -271  -14454 168 918 183 13267

Net funding in foreign currency with a corresponding recognised amount of SEK 18 431m (19 862) is used as a hedging instrument to hedge the net investment in foreign
operations. The above net position in currencies pertains mainly to parts of net investments in foreign operations that are not hedged. Exchange rate changes on this position are

recognised in other comprehensive income as translation difference.
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Share price risks

Share price risk

Share price risk refers to the risk that the value of the Group’s holdings of shares and
share-related derivatives may be affected negatively by changes in share prices or other
relevant risk factors.

Exposure to share price risks arises in the Group due to holdings in equities and
equity-related derivatives. The Group’s equity trading is primarily customer-related. Po-
sitions in the trading operations are taken by Swedbank LC&I and are normally such that
only limited losses can arise from large share price movements. The purpose of these
positions is, among other things, to create liquidity for the Group's customers.

Share price risk is measured and limited in the Group with respect to the worst
possible outcomes in 63 different scenarios where share prices and implicit volatilities
change. In these scenarios, the share prices change by a maximum of +/- 20 per cent
and the implicit volatilities by a maximum of +/- 30 per cent. The outcomes for the vari-
ous combinations form a risk matrix for the share price risk, and the worst-case scenario
is limited. As of year-end the worst-case scenario conceivably would have reduced the
value of the trading operations’ positions by SEK -17m (-13).

Commodity risk

Commaodity risk refers to the risk that the value of the Group’s holdings of commodity-
related derivatives will be negatively affected by a change in asset prices. As of 31
December 2011, Swedbank had no open commodity exposures. The exposure to com-
modity risks arises in the Group only in exceptional cases as part of customer-related
products. All positions with a commodity exposure must always be hedged with another
party so that no open exposure remains.

Derivatives

Derivatives are financial instruments whose fair value is mainly dependent on changes
in the value of an underlying asset. In the Group, derivatives are used by LC&I, Group
Treasury and some subsidiaries, particularly Swedbank Mortgage. Swedbank uses de-
rivatives to meet customer needs, and as a part of market-maker activities and to cover
and take market risk positions. Equity-related derivatives are used to cover risks such as
those associated with warrants and index-linked bonds that have been issued.

In other units, derivatives are used primarily to reduce interest rate risk, currency
risk, and credit risk associated with services offered to customers, and for funding their
operations. Derivatives impact the Group’s financial risks because their value is affected
by movements in interest rates and the price of currencies and equities.

Financial risks associated with derivatives are limited and monitored as part of the
overall management of financial risks. The cash flows that arise from the Group’s deriva-
tive transactions are monitored and followed up in the same way as other cash flows
within the Group.

In note G27 Derivatives, the Group’s total derivative positions as of 31 December
2011 are divided into interest, currency and equity derivatives, etc. Contracts with posi-
tive and negative market values are summed up separately. The table also indicates how
large a share of the Group’s derivatives is settled via clearing organisations. In contracts
with positive market values, the Group has a receivable from the counterparty. To the
extent a contract is settled via a clearing organisation, the Group has a receivable from
it. The clearing organisation manages and reduces counterparty risks through the use of
margin security and continuous settlements.

As aresult, the counterparty risk in these contracts is negligible and is not considered
a credit risk for the Group. For other contracts, OTC derivatives, a positive market value
entails a credit risk. To reduce the credit risk in OTC derivatives, the Group as a rule has
agreements with counterparties that allow netting. This means that if a counterparty
becomes insolvent, all of the Group’s derivatives with that counterparty will be treated
collectively, so that any transactions with negative market value will be offset against
those with positive market values, and in that way this will reduce Swedbank’s credit
exposure. In addition to netting, the Group also has standardised agreements on the
exchange of collateral with a number of counterparties, in order to further limit counter-
party risks that arise from changes in the value of derivative positions.

Capital requirement for market risks

The capital requirement for market risk in Swedbank amouinted to SEK 1 750m (2 340)
and is presented broken down by risk type in note G4 under Capital adequacy.

Swedbank Annual Report 2011



Operational risks

DEFINITION

Operational risk refers to the risk of losses resulting from inadequate or failed internal
processes or procedures, human error, faulty systems or external events.

The definition includes legal risk and compliance risk.

Risk management

Group Risk Control is responsible for uniform, Group-wide operational risk measurement
and reporting to the Board of Directors, the CEO and the Group Executive Commit-

tee. An analysis of the risk level in all large business units is performed quarterly and
reported to each local management as well as to the Board of Directors, the CEO and the
Group Executive Committee.

Swedbank constantly strives to improve and develop the methods it uses to manage
operational risk and in 2012 launched a project to implement the internal measurement
method for operational risks. This includes further improving Swedbank’s risk culture and
procedures in order to effectively manage operational risks and incidents.

Self assessments

All business areas apply a common Risk and Control Self Assessment (RCSA) method
for operational risks, which is used regularly for all major processes in the Group. The
method includes identifying risks and planning actions to manage them.

Incident management

Swedbank has established procedures and systems support to facilitate in reporting
and following up on incidents. Group Risk supports the business areas in reporting, in
analysing and by drafting action plans to ensure that the underlying causes are identi-
fied and that suitable actions are taken. Incidents and related operational risk losses are
reported in a central database for aggregation and further analysis.

New Product Approval Processes (NPAP)

Swedbank implemented a new Group-wide process during 2011 for New Product
Approval (NPA) covering all new and/or amended products, activities, processes and
systems. The purpose is to make sure that the Group does not enter into activities
that entail unintended forms of risk, or risks that are not immediately managed and
controlled as part of the process.

Security and continuity
Swedbank works proactively with security management to protect all types of assets,
including personnel, tangible and intangible assets, by utilising technical, organisational
and administrative measures. Swedbank’s security management model is derived
from the international standard ISO/IEC 27002:2005 Code of Practice for Information
Security Management. Swedbank coordinates efforts to prevent and/or strengthen its
ability to manage serious incidents, such as IT disruptions, natural disasters, financial
disturbances and pandemics, which may affect Swedbank’s ability to maintain services
and offerings.

The principles for security, continuity, incident and crisis management are defined
in a Group-level framework. A Group-level crisis management team coordinates and
communicates internally and externally. In addition, continuity plans are in place for
business-critical operations and services that are critical for the nation and society. The
plans describe how Swedbank operates in the event of a serious disruption. Swedbank
also has insurance protection, with an emphasis on catastrophe protection, for signifi-
cant parts of its operations.

Compliance

Compliance risk refers to the risk that the Group, by breaching laws, regulations and
policies (internal or external), will fail to meet the standards and behaviour expected by
clients and financial regulators.

Swedbank’s internal regulation comprises rules for managing compliance risks. The
central component of the internal regulation is the compliance instruction issued by
the CEQ. The aim of the internal rules is to ensure that Swedbank always meets the
guality requirements and standards of behaviour expected by customers and financial
regulators.

Capital requirements for operational risks

Swedbank applies the standardised approach to calculate the capital requirement for
operational risks. Swedbank’s capital requirement for operational risk was SEK 4 358m
(4 565), with Retail Banking accounting for the large part. For further information, see
note G4 Capital.

Swedbank Annual Report 2011

Insurance risks

DEFINITION
Insurance risk refers to life insurance risks, P&C insurance risks and operating cost risks.

Life insurance risks consist of mortality risk, morbidity risk, longevity risk and cancel-
lation risk, i.e., the risk that the contract will be terminated in advance or diminish in
future value.

P&C insurance risk comprises the risk that the insurance result will be unusually
unfavourable in the year ahead and that the final payment for past claims will be more
expensive than anticipated. Operating cost risk refers to the risk that the insurance
company'’s fixed costs will increase in the year ahead.

Risk management

Before a life insurance policy is approved, the insured must pass a risk assessment. The
purpose is to determine whether the insured can be approved for insurance based on his
or her health. The desired insurance must also meet the policyholder’s insurance needs.
To further limit risk exposure, the company reinsures parts of its insurance risk.

Concentration risk is managed through Swedbank’s insurance operations, which offer
a broad range of products and are active in the entire Swedish market as well as in the
three Baltic countries, thereby diversifying insurance risk by market, industry, age and
gender.

Insurance contracts are designed so that the premium and assumptions can be
changed annually, which means that the company can quickly balance its premiums and
terms to today’s rapid changes in morbidity, for example.

The pricing of premiums is based on assumptions about future costs for insurance
events, such as projected longevity, mortality, morbidity and claim frequency. Experi-
ence in the form of statistical material and expectations about the market's future
development are critical factors in the choice of assumptions.

Risk measurement

Insurance risks in the life insurance operations are measured by stressing the insurance
company's balance sheet, income statement and shareholders’ equity one year in
advance with a given level of confidence. For the P&C insurance operations, insurance
risks are measured by calculating the claim ratio, i.e., claims in relation to premiums, by
product and country.

Risk exposure

The group’s assumptions regarding mortality, illnesses, longevity, accidents, claims and
pricing produce a risk result. The assumptions can be changed annually, which means
that adjustments can quickly impact the risk result. P&C insurance today represents a
very small part of Swedbank’s total insurance operations. Since contracts are issued

on an annual basis, insurance risks are limited because pricing can be changed for the
following year.

Capital requirement for insurance risk

Solvency is a measure of the insurance company’s financial position and strength. The
purpose is to show how much margin, capital base, the company has to fulfil its com-
mitments to customers in accordance with the terms and guarantees in its insurance
contracts.

The capital base in Swedbank’s Swedish insurance operations amounted to SEK
2279m (1 903) on 31 December 2011. This compares with a required solvency of
SEK 1 465m (1 408). The solvency ratio was 1.56 (1.35).

The capital base in the Baltic life insurance operations amounted to EUR 97m (84)
as of 31 December 2011. The solvency ratio was 6.66 (5.58). The capital base in the
Baltic property and liability insurance operations amounted to EUR 63m (48) as of 31
December 2011. The solvency ratio was 9.37(6.93).

The traffic light model is a methodology developed by the Swedish Financial Su-
pervisory Authority to supervise Swedish life insurance companies and measure their
exposure to various types of risks according to Solvency I. The result is a total capital
adequacy requirement for the company, which for Swedbank Insurance AB was satisfac-
tory as of 31 December 2011.



G4 Capital

Internal capital assessment

Purpose

The internal capital adequacy assessment process (ICAAP) aims to ensure that the
Group is adequately capitalised to cover its risks and to operate and develop the
business.

Measurement

Swedbank prepares and document its own methods and processes to evaluate its
capital requirements. Internal capital adequacy assessment therefore takes into account
all relevant risks that arise within the Group.

The ICAAP also takes in risks for which no capital is allocated according to Pillar 1
(such as concentration risk, earnings volatility risk, pension risk, and strategic risk).
Significant risks that have been identified within the Group include:

« Credit risk (incl. concentration risk)

 Market risk (incl. interest rate risk outside trading activities)
* Operational risk

* Reputational risk

« Earnings volatility risk

* Insurance risk

* Pension risk

« Strategic risk

« Liquidity risk

To ensure efficient use of capital, meet minimum legal capital requirements and
maintain access to capital markets even under adverse market conditions, the Group
conducts scenario-based simulations and stress tests at least once a year.

The analyses provide an overview of the most important risks that the Group is
exposed to by quantifying the impact on the statement of total comprehensive income
and balance sheet as well as the capital base and risk-weighted assets calculated
according to capital adequacy rules. The business units are engaged in assessing risks
and incorporating the results into business strategies. The method serves as a basis for
proactive risk and capital management.

The internal capital adequacy assessment process is based on two different methods:
the Building Block model and the Scenario model. The former is a static model with
an evaluation horizon of one year, while the Scenario model is a dynamic model with
a multi-year horizon. The two models represent Swedbank’s estimation of its capital
requirements and may therefore deviate from legal capital adequacy requirements. The
ultimate requirement according to the internal capital adequacy assessment is given
through a combination of both models and qualitative aspects.

Description of adverse scenario 2011

In December 2010 Swedbank’s Board of Directors approved the main ICAAP scenario for
2011. The scenario was selected from a number of alternatives and represents a series
of events that could have an extremely negative impact on Swedbank’s home markets.

Given the uncertainty in the global economy, the internal capital adequacy assess-
ment for 2011 was based on an exceptionally adverse scenario.

The scenario begins with a collapse of the housing market, which leads to a slow-
down that spreads throughout Asia and triggers a severe economic downturn in the
entire western world. In the US, the export-led recovery is halted, fuelling protectionism
and economic pessimism. Global growth turns negative and the US enters a Japan-like
economic scenario.

Meanwhile a weak EU is severely hit by falling demand from China and the US. The
competitiveness of Europe’s countries worsens which results in deflation. Europe sees
its GDP fall even deeper than in the US and Asia. The already serious debt situation in
several EMU countries finally causes the EMU to take difficult but necessary actions to
save the currency union.

As a small, open economy, Sweden is hit by the Asian slowdown and the global
contraction. Sweden suffers negative growth for three consecutive years, from 2012
through 2014, with export volumes falling throughout the scenario.

The Swedish krona strengthens, mainly due to the European and the global debt
situation. Investment falls throughout the scenario due to weak demand, low capacity
utilisation and liquidity constraints on the financial markets.

Unemployment in Sweden increases as a result of the cost cuts companies make to
compensate for shrinking demand. The contracting labour market, combined with falling
asset prices, leads to lower consumption. CPI turns negative, unemployment exceeds 15
per cent and real estate prices fall by 30 per cent over a three-year period.

ICAAP scenario

Sweden 2010 2011 2012 2013 2014 2015 2016
GDP level (2010 =

100) 100 101 97 95 94 95 96
Real GDP growth 53 10 -36 -24 -10 09 1.2
Unemployment 8.4 8.8 128 156 169 168 16.3
Residential real estate

price index (level 2010

=100) 100 98 83 71 67 69 73
Residential real estate

price index growth 2.0 -20 -150 -150 -5.0 3.0 5.0
CPIlevel (2010 = 100) 100 101 99 99 98 99 100
CPI growth 13 08 -15 -0.7 -0.2 0.5 0.8

The Baltic region also comes under severe pressure in the global crisis envisioned in
the scenario. The post-crisis growth seen here is wiped out, smothering hopes for an
export-led recovery. Instead, unemployment rises again and many young well-educated
people emigrate, putting more strain on the domestic economy.

Stress mounts on the political systems;. Estonia suffers from a contraction in export-
driven demand, but since it is an EMU member it lacks the option to devalue its currency.
Latvia and Lithuania let their currencies devalue heavily during the scenario.

ICAAP scenario

Estonia 2010 2011 2012 2013 2014 2015 2016
GDP level (2010 = 100) 100 g 96 93 91 91 92
Real GDP growth 28 -14 -23 -31 -23 0.2 0.7
Unemployment 170 178 180 190 195 180 185
Residential real estate prices

-index (2010 = 100) 100 30 81 77 76 76 77
- index growth -20 -100 -100 -50 ~-10 0.0 1.0
CPIlevel (2010 = 100) 100 102 100 99 98 98 g
CPI growth 3.0 15 -15 -12 -08 0.5 1.0
Latvia 2010 2011 2012 2013 2014 2015 2016
GDP level (2010 = 100) 100 99 92 90 89 91 93
Real GDP growth -05 -13 -65 -24 -10 2.0 2.6
Unemployment 186 185 200 215 215 210 200
Residential real estate prices

- index (2010 = 100) 100 94 88 85 85 86 87
- index growth 10 -60 -60 -40 0.0 10 2.0
CPIlevel (2010 = 100) 100 101 121 121 122 124 128
CPI growth -11 0.7 200 0.0 10 2.0 3.0
Lithuania 2010 2011 2012 2013 2014 2015 2016
GDP level (2010 = 100) 100 98 92 90 90 91 93
Real GDP growth 05 -16 -61 -23 -09 18 2.3
Unemployment 170 170 180 190 200 190 180
Residential real estate prices

- index (2010 = 100) 100 90 81 79 79 79 80
- index growth -50 -100 -100 -3.0 0.0 0.0 2.0
CPIlevel (2010 = 100) 100 101 121 121 122 123 125
CPI growth 13 10 200 0.0 0.5 10 2.0
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Swedbank in the scenario

For Swedbank, the scenario results in credit impairments which, accumulated through-
out the scenario period, amount to SEK 61bn. Of these losses, 64 per cent are attribut-
able to the Swedish operations. Swedbank Mortgage's portfolio suffers severly.

Credit impairments in Latvia and Lithuania reach a peak before the countries devalue
their currencies in 2012, and then level off. Credit impairments in Sweden and Estonia
remain high throughout the scenario range. As a result of high credit impairments,
Swedbank reports negative net earnings for three years in a row, and then a narrowly
positive result for the remaining two years.

Scenario Outcome - ICAAP

Income Statement 2010 2011 2012 2013 2014 2015 2016
Profit before loan

losses 12485 13233 13766 7666 7287 7150 7610
Credit losses 3005 5972 19318 15359 10231 6734 4290

Profit for the year 7084 5033 -5696 -7694 -2944 146 1971

Net interest income decreases beginning in 2011, mainly due to low interest rates and
smaller deposit margins, in combination with substantially lower credit portfolios due to
the deep and the long-lasting recession.

Scenario Outcome - ICAAP

Income Statement 2010 2011 2012 2013 2014 2015 2016
Net interest income,
total 17809 18051 16236 14107 13597 13498 13718
Net interest income
annual change 242 -1815 -2129 -511 -99 220
Net interest income
annual change (%) 14 -101 -131 -36 -0.7 16

Risk-weighted assets (RWA) decreases by 26 per cent during the scenario period,
primarily due to impairments and smaller credit portfolios, but also due to a stronger
Swedish krona. At the same time the decrease is counteracted slightly when the risk
weights rise.

Scenario Outcome - ICAAP

Capital assessment 2010 2011 2012 2013 2014 2015 2016
RWA full Basel 2.

SEK bn 5413 5198 5243 4646 4349 4135 3999
Core Tier 1 Capital

Ratio (%) 139 15.0 132 120 12.2 128 135
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Internal capital need

The 2011 ICAAP showed that the Group’s capital buffer was sufficient to maintain a
capital ratio that exceeds the minimum capital requirement by a wide margin even in
the unlikely but possible event that the Group would face such extremely unfavourable
macroeconomic developments.

In the ICAAP scenario, the total capital need would be SEK 77.1bn as of year-end
2010. Total capital on the same date amounted to SEK 99.7bn. Economic conditions
remain highly uncertain and the market is increasingly focusing its attention on banks’
capital needs.



Capital adequacy analysis

The capital adequacy regulations express the legislator’s perception of how much
capital, designated as the capital base, a bank must have in relation to the size of the
risks it faces. The new rules strengthen the connection between risk exposure and
capital requirements in the bank’s operations. In accordance with the Capital Adequacy
and Large Exposures Act, the capital base must at a minimum correspond to the sum
of the capital requirement for credit risks, market risks and operational risks. Accord-
ingly, the capital quota, i.e. the capital base divided by the capital requirement, must be
greater than 1.0. The rules apply to banks on a individual basis and, in appropriate cases,
groups of financial companies. More detailed information (Pillar 3) on Swedbank’s capital
adequacy in 2011 is provided at www.swedbank.com.

On 31 December 2011 the Swedbank financial companies group comprised the
Swedbank Group with the following exceptions. In the consolidated accounts, the asso-
ciated companies EnterCard (group), Sparbanken Rekarne AB, Fdrs och Frosta Sparbank

Financial companies Group

AB, Swedbank Sjuhdrad AB, Vimmerby Sparbank AB, Bankernas Depa AB and Bankernas
automatbolag AB are consolidated according to the equity method. In the financial com-
panies group, these companies are fully consolidated according to the purchase method,
apart from EnterCard, which is consolidated according to the proportional consolidation
method.

The insurance companies included in the consolidated accounts, Swedbank
Forsakrings AB, Sparia Férsdkrings AB, Swedbank Life Insurance SE and Swedbank P & C
Insurance AS, are not included in the financial companies group and are instead subject
to solvency rules rather than capital adequacy rules, as described in note G3 under
Insurance risk.

Swedbank’s legal requirement is currently based on the transition rules. The transi-
tion rules states that the minimum capital requirement may not fall below 80 per cent
of the capital requirement according to the Basel 1 rules. The transition rules have been
prolonged and their expiry date are not yet decided.

Financial companies Group

Capital adequacy 2011 2010 Tier 1 capital 2011 2010
Capital base 93173 99687 Equity attributable to the shareholders according to
Capital requirement 60541 60 035 balance sheet in annual report 97993 94897
Capital surplus or deficit 32632 39652 Non-controlling interests 140 138
Capital quotient, including complement 1.54 1.66 Proposed dividend —5825 -299%
Risk-weighted amount 756 762 750 440 Adjustment for the financial companies Group
Tier 1 capital ratio, including complement, % 11.2 11.0 Deconsolidation of insurance companies -1980 -1395
Capital adequacy ratio, including complement, % 123 133 Associated companies consolidated according to the
purchase method 1742 1332
. . . Change in the value of own credit rating -23 -10
Financial companies Group
. Goodwill -11085 -12966
Capital base 2011 2010 Other deductions
Tier 1 capital 84855 82385 Deferred tax assets -843 -1213
Tier 2 capital 11223 20203 Intangible assets -1767 -1794
of which, perpeptual subordinated loans 1616 2458 Deduction internal risk classification, provisions surplus/
Total Tier 1 and Tier 2 captial 96078 102 588 deficit -748 -534
Shareholdings deducted* -2905 -2901 Cash flow hedges -268 44
Total 93173 99 687 Shareholdings deducted** -34 -34
* Specification of companies that provide deductions from the capital base. Sparia For- Tier 1 capital contribution* 7553 6915
sakrings AB, Swedbank Férsakrings AB, Swedbank Life Insurance SE and Swedbank Total Tier 1 capital 84 855 82385

P&C Insurance AS.

* Tier 1 capital contributions are perpetual debenture loans whose terms are such
that they may be included after approval from the Swedish Financial Supervisory
Authority. The contributions’ preferential rights are subordinate to all other deposits
and lending. Interest payment is set in accordance with the agreement, but may only
occur if there are distributable funds. The contribution is reported in the balance
sheet as a liability. All tier 1 capital contributions are based on transition rules
according to FFFS 2010:10

** Companies that provide deductions from the capital base are BGC Holding AB and
International Credit Bureau.
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Financial companies Group

Financial companies Group

Capital requirement 2011 2010 Capital requirement for market risks 2011 2010
Credit risks 33277 36401 Interest-rate risks 977 758
Market risks 1750 2340 of which for specific risk 401 611
Settlement risks 1 0 of which for general risk 576 147
Operational risks 4359 4565 Equity risk 194 63
Supplement, transition rules 21154 16729 of which for specific risk 11 2
Total 60 541 60035 of which for general risk 179 54
of which positions in ClUs 4 6
Financial companies Group of which options for which the capital requirements
Capital requirement for credit risks 2011 2010 equal to the option’s market value L
Currency risk in trading book 111 74
Credit risks according to the standardised approach 2427 2723 Commodity risk 30 >
Credit riékslaccémi.ng toIRB 30850 33678 Total capital requirement for risks in trading book* 984 897
of which institutional exposures 1357 1630 of which stressed VaR** 366 0
of which corporate exposures clede 23800 Currency rate risk outside trading book 766 1443
of which retail exposures 6983 7059 Total 1750 2340
of which securitisation 15 33
of which non-credit-obligation asset exposures 1263 1156 * The parent company's capital requirement for general interest-rate risk, share
Total 33277 36401 price risk and currency risk in the trading-book as well as Swedbank Estonia AS',

Swedbank Latvia AS’ and Swedbank Lithuania AB's capital requirement for general

interest-rate risk and currency risk in the trading-book are calculated in accordance

with the VaR model.

In 2010 the distribution of risk (VaR) is based on additive allocation of the risk
while in 2011 risks have been calculated for each risk type individually. In the new
model the diversification effect between different risk classes would result in a
lower total risk than the sum of the individual parts.

**Stressed VaR is a requirement in CRDIII as from the end of December, 2011.

Financial companies Group

Capital requirement for operational risks 2011 2010
Corporate finance 0 1
Trading and sales 69 60
Retail banking 2943 2987
Commercial banking 947 987
Payment and settlement 269 263
Agency services 19 28
Asset management 112 239
Total 4359 4 565

The standard approach is used for calculating capital requirments for operational risk.

2011
Credit risks according to IRB Exposure after Average risk
Financial companies Group credit risk mitigation weight, % Capital requirement
Institutional exposures 131 Sg7 i3 1357
Corporate exposures 413739 64 21232
Retail exposures 855675 10 6983
Securitisations 1598 11 15
Exposures without counterparties 17726 89 1263
Total 1420075 27 30850
2010
Credit risks according to IRB Exposure after Average risk
Financial companies Group credit risk mitigation weight, % Capital requirement
Institutional exposures 146519 14 1630
Corporate exposures 397770 75 23800
Retail exposures 845823 10 7059
Securitisations 3535 12 33
Exposures without counterparties 16 080 90 1156
Total 1409727 30 33678
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(G5 Operating segments

Lar
corporatZSgg Baltic Asset Russia & Group
2011 Retail Institutions Banking Management Ukraine Ektornet functions Eliminations Total
Income statement
Net interest income 12 340 3586 3910 566 -62 -1207 -15 19118
Net commissions 4229 1664 1454 1560 60 -62 58 8963
Net gains and losses on financial items at fair value 201 720 280 -9 42 163 187 1584
Share of the profit or loss of associates 768 -2 1 767
Other income 828 808 532 16 41 505 4625 -4272 3083
Total income 18 366 6776 6176 1567 709 607 3543 -4 229 33515
of which internal income 106 61 29 3802 -3999
Staff costs 4022 1491 1054 396 333 102 2134 -10 9522
Variable staff costs 101 152 46 42 0 4 50 395
Other expenses 4401 1706 1449 353 272 322 2657 -4219 6941
Depreciation/amortisation 271 48 147 49 100 122 274 1011
Total expenses 8795 3397 2 696 840 705 550 5115 -4 229 17 869
Profit before impairments 9571 3379 3480 727 4 57 -1572 15 646
Impairment of intangible assets 17 1913 30 1960
Impairment of tangible assets 34 14 126 174
Credit impairments 332 -186 -1002 -1038 -17 -1911
Operating profit 9239 3548 2535 697 1028 -69 -1555 15423
Tax expense 2275 1140 435 176 27 52 -436 3669
Profit for the year from continuing operations 6 964 2408 2100 521 1001 -121 -1119 11754
Profit for the year from discontinued operations,
after tax 4 4
Profit for the year 6964 2408 2100 521 1001 -117 -1119 11758
Profit for the year attributable to the
shareholders of Swedbank AB 6951 2408 2100 521 1001 -118 -1119 11744
Non-controlling interests 13 1 14
Balance sheet
Cash and balances with central banks 1246 6520 2554 1195 152792 164 307
Loans to credit institutions 31944 296 755 351 1760 2674 1019 212861  -450169 97195
Loans to the public 894 143 184 464 119142 2 9594 117 11 046 -7054 1211454
Bonds and other interest-bearing securities 216 62 686 1925 44 70 19 82441 -9090 138311
Financial assets for which customers bear inv. risk 94180 1567 95 747
Investments in associates 1854 65 36 1156 3111
Derivatives 8 122 346 1 35845 -54474 103726
Total tangible and intangible assests 2909 524 10295 1274 557 5976 807 22342
Other assets 8570 12 446 1358 643 782 1198 655456  -659581 20872
Total assets 1035070 685806 137193 3723 14872 8365 1152404 -1180368 1857065
Amounts owed to credit institutions 74110 232178 8185 5960 269152  -449987 139598
Deposits and borrowings from the public 365030 79424 97792 1892 23407 -5849 561696
Debt securities in issue 17 900 662 775726 -12830 781458
Financial liabilities for which customers bear inv. risk 94 580 1869 96 449
Derivatives 6 120076 2 24912 -54512 90484
Other liabilities 465862 217056 11935 1881 35 97 28502 -655512 69 856
Subordinated liabilities 9819 5828 3855 148 1559 -1678 19531
Total liabilities 1009407 672462 116113 2031 11671 6057 1121699 -1180368 1759072
Allocated equity 25663 13344 21080 1692 3201 2308 30705 97993
Total liabilities and equity 1035070 685806 137193 3723 14872 8365 1152404 -1180368 1857065
Key figures
Return on allocated equity, % 286 155 8.0 279 304 -6.1 -4.8 12.2
Loans/deposits 245 214 122 544 213
Credit impairment ratio, % 0.04 -0.06 -0.76 -6.87 -0.14
Share of impaired loans, % 0.19 0.13 12.57 44.04 1.87
Cost/income ratio 0.48 0.50 0.44 0.54 0.99 091 1.44 0.53
Risk-weighted assets 216130 132545 101674 3233 15267 6843 16 645 492337
Full-time employees 5333 1197 5221 286 1214 216 2820 16287

The operating segment report is based on Swedbank's accounting policies, organisation
and management accounts. Market-based transfer prices are applied between operat-
ing segments, while all expenses for IT, other Grooup functions and Group staffs are
transfer priced at full cost to the operating segments. Executive management expenses
are not distributed. Cross-border transfer pricing is applied according to OECD transfer
pricing guidelines.

The Group's equity attributable to shareholders is allocated to each operating seg-
ment based on capital adequacy rules and estimated capital requirements based on the
bank’s Internal Capital Adequacy Assessment Process (ICAAP).

Retail, Swedbank’s dominant operating segment, is responsible for all Swedish
customers except for large corporates and financial institutions. The operating seg-

ment's services are sold through Swedbank’s own branch network, the Telephone Bank,
the Internet Bank and the distribution network of the independent savings banks. The
operating segment also includes a number of subsidiaries.

Large Corporates & Institutions is responsible for large corporates, financial institu-
tions and banks as well as for trading and capital market products. Operations are
carried out by the parent company in Sweden, branches in Norway, Denmark, Finland,
the US and China, and the subsidiaries First Securities in Norway and Swedbank First
Securities LLC in New York, in addition to the subsidiary banks in Estonia, Latvia and
Lithuania in terms of trading and capital market operations.
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Baltic Banking operates in Estonia, Latvia and Lithuania. Its services are sold through its
own branch network, the Telephone Bank and the Internet Bank. The effects of Swedbank’s
ownership in Swedbank AS, Swedbank (LAT) and Swedbank (LIT) are also reported in Baltic
Banking in the form of financing costs, Group goodwill and Group amortisation on surplus
values in the lending and deposit portfolios identified at the time of acquisition in 2005.

The Russia & Ukraine operating segment comprises the Group's banking operations
in Russia and Ukraine. It also includes a management unit with staff functions.

Asset Management comprises the Swedbank Robur Group and its operations in fund
management, institutional and discretionary asset management. Asset Management is
represented in Swedbank’s four home markets.

Ektornet is an independent subsidiary and subgroup of Swedbank AB, whose aim is
to manage and develop the Group’s repossessed assets in order to minimise losses on
receivables and if possible recover value in the long term. The majority of the repos-

sessed collateral consists of real estate, most of which is in the Baltic countries and the
US, but also in the Nordic region and Ukraine.

Group Functions includes IT, support functions, Group Executive Committee and
Group Staffs, including Group Treasury, and Sparia, the Group’s insurance company for
its own risks.

The operating segments were changed slightly in 2010 to coincide with the organi-
sational changes implemented in Swedbank's business area organisation. The internal
bank and internal banking operations in the New York branch office were moved from
Large Corporates & Institutions to Group Treasury in Group Functions. The Baltic treas-
ury operations were moved from Baltic Banking to Group Treasury. Comparative figures
have not been restated.

As from 2011 a complete balance sheet is reported for each business segment.
Comparative figures have been restated.

corporal;zgg; Baltic Asset Russia & Group

2010 Retail Institutions Banking Management Ukraine Ektornet functions Eliminations Total
Income statement
Net interest income 10100 2817 3771 -17 638 -21 -942 -17 16329
Net commissions 4292 1955 1533 1592 81 31 41 9525
Net gains and losses on financial items at fair value 184 1446 341 9 -71 31 460 2400
Share of the profit or loss of associates 624 624
Other income 1003 88 542 24 32 108 4333 -3964 2166
Total income 16 203 6 306 6187 1608 680 118 3882 -3940 31 044

of which internal income 110 29 12 3572 -3723
Staff costs 3921 1235 1032 391 377 74 2030 -8 9052
Variable staff costs 43 254 -13 49 -9 16 340
Other expenses 4421 1658 1546 366 425 172 2 644 -3932 7 300
Depreciation/amortisation 285 55 164 50 78 24 294 950
Total expenses 8670 3202 2729 856 871 270 4984 -3940 17 642
Profit before impairments 7533 3104 3458 752 -191 -152 -1102 13402
Impairment of intangible assets 23 14 37
Impairment of tangible assets 261 254 85 600
Credit impairments 272 -1 3363 -859 35 2810
Operating profit 7 261 3105 -189 752 400 -237 -1137 9955
Tax expense 1951 768 -182 177 -19 -25 -198 2472
Profit for the year from continuing operations 5310 2337 -7 575 419 -212 -939 7483
Profit for the year from discontinued operations,
after tax
Profit for the year 5310 2337 -7 575 419 -212 -939 7483
Profit for the year attributable to the
shareholders of Swedbank AB 5301 2307 -7 575 419 -212 -939 7 444
Non-controlling interests 9 30 39
Balance sheet
Cash and balances with central banks 2257 2140 11311 1006 395 17109
Loans to credit institutions 29804 357997 18960 2365 3173 1644 629825 -877351 166417
Loans to the public 873426 170996 130406 3 12 557 12768 -12930 1187226
Bonds and other interest-bearing securities 205 78435 11899 50 381 68228 -27622 131576
Financial assets for which customers bear inv. risk 98829 1799 100 628
Investments in associates 1350 61 4 1295 2710
Derivatives 17 72002 236 22902 -30 106 65051
Total tangible and intangible assests 2848 479 12588 734 619 21473
Other assets 8264 15889 3599 699 1859 643 597087  -604 549 23491
Total assets 1017000 697999 190802 4435 19710 5174 1333119 -1552558 1715681
Amounts owed to credit institutions 71190 223000 54 340 11639 3539 648144 -875086 136 766
Deposits and borrowings from the public 346 337 92999 92772 3097 5598 -6 566 534237
Debt securities in issue 83996 671 633735 -31885 686517
Financial liabilities for which customers bear inv. risk 99178 1810 100988
Derivatives 13 71779 212 7 2 23622 -29700 65935
Other liabilities 464 968 203662 2053 1 1863 -603393 69 154
Subordinated liabilities 12718 6004 6583 202 1470 6138 -5928 27187
Total liabilities 994404 681440 156388 2262 16 208 3540 1319100 -1552558 1620784
Allocated equity 22 596 16559 34414 2173 3502 1634 14019 94897
Total liabilities and equity 1017000 697999 190802 4435 19710 5174 1333119 -1552558 1715681
Key figures
Return on allocated equity, % 24.0 13.8 -0.0 26.6 11.0 -25.2 -9.5 8.1
Loans/deposits 251 176 141 378 222
Credit impairment ratio, % 0.03 0.00 2.05 -4.35 0.20
Share of impaired loans, % 0.18 0.25 15.54 46.20 2.53
Cost/income ratio 0.54 0.51 0.44 0.53 1.28 2.29 1.28 0.57
Risk-weighted assets 221974 156 315 135642 3358 17 966 3634 2438 541327
Full-time employees 5571 1229 5416 313 1847 150 2698 17 224
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(G6 Geographical distribution

2011 Sweden Estonia Latvia Lithuania Russia Ukraine Other Eliminations Total
Income statement

Net interest income 13352 1875 996 1044 300 256 1294 1 19118
Net commissions 6892 599 466 535 22 37 383 29 8963
Net gains and losses on financial items at fair value 936 65 182 117 -5 46 265 -22 1584
Share of the profit or loss of associates 480 2 285 767
Other income 1218 606 145 168 14 40 1016 -124 3083
Total income 22878 3147 1789 1864 331 379 3243 -116 33515
Staff costs 7213 615 343 416 96 220 619 9522
Variable staff costs 235 25 19 17 99 395
Other expenses 4746 570 486 434 105 149 567 -116 6941
Depreciation/amortisation 529 143 66 52 33 70 118 1011
Total expenses 12723 1353 914 919 234 439 1403 -116 17 869
Profit before impairments 10155 1794 875 945 97 -60 1840 15646
Impairment of intangible assets 30 1913 17 1960
Impairment of tangible assets 10 51 -8 8 24 89 174
Credit impairments 197 23 -337 -688 -512 -526 -68 -1911
Operating profit 9928 1761 -752 1641 601 442 1802 15423
Tax expense 2456 15 180 186 37 5 790 3669
Profit for the year from continuing operations 7472 1746 -932 1455 564 437 1012 11754
Profit for the year from discontinued operations,

after tax 4 4
Profit for the period 7476 1746 -932 1455 564 437 1012 11758
Profit for the year attributable to the

shareholders of Swedbank AB 7 462 1746 -932 1455 564 437 1012 11 744
Non-controlling interests 14 14
Balance sheet

Cash and balances with central banks 101 467 2032 2800 3751 973 225 152 305 -99 246 164307
Loans to credit institutions 121485 16 442 5064 7593 1105 1575 17717 -73786 97195
Loans to the public 1056920 53228 32199 33635 4874 4720 31703 -5825 1211454
Bonds and other interest-bearing securities 116583 4334 2296 3114 66 4 12021 -107 138311
Financial assets for which customers bear inv. risk 94181 1566 95747
Investments in associates 2057 40 1014 3111
Derivatives 99335 215 247 107 10961 -7139 103726
Tangible and intangible fixed assets 5256 4792 4144 4409 29 969 2493 22092
Other assets 15180 871 1262 910 164 55 3647 -967 21122
Total assets 1612 464 83520 48012 53519 7211 7548 231861 -187070 1857065
Amounts owed to credit institutions 157355 12107 14782 6694 3487 3385 124160 -182372 139598
Deposits and borrowings from the public 435186 47 434 19579 33504 1370 522 23742 -41 561 696
Debt securities in issue 749775 137 525 31129 -108 781458
Financial liabilities for which customers bear inv.

risk 94 580 1869 96 449
Derivatives 73107 209 272 83 17155 -342 90 484
Other liabilities 20671 11928 3752 3703 811 286 31450 -2 745 69 856
Subordinated liabilities 14 586 1774 1458 1461 452 1107 155 -1462 19531
Total liabilities 1545260 75 458 39843 46 370 6120 5300 227791 -187070 1759072
Allocated equity 67 204 8062 8169 7149 1091 2248 4070 97993
Total liabilities and equity 1612464 83520 48012 53519 7211 7548 231861 -187070 1857065
Key figures

Return on allocated equity, % 122 17.9 -9.2 17.8 51.2 19.2 264 12.2
Loans/deposits 236 112 164 99 356 904 34 213
Credit impairment ratio, % 0.02 0.04 -0.90 -192 -6.79 -6.93 -0.16 -0.14
Share of impaired loans, % 0.20 6.58 20.98 1337 20.26 61.19 031 1.87
Cost/income ratio 0.56 043 051 0.49 0.70 116 0.43 053
Risk-weighted assets 329612 41931 36519 36289 6651 9074 32260 492 337
Full-time employees 8266 2565 1767 2018 175 1053 443 16287

The geographical distribution has been based primarily on where the business is carried out and it is not comparable to the business segment reporting.

In the geographical distribution, intangible assets, mainly goodwill related to acquisitions, has been allocated to the country where the operations were acquired.
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2010 Sweden Estonia Latvia Lithuania Russia Ukraine Other Eliminations Total
Income statement

Net interest income 10839 1666 1098 1044 210 428 1004 40 16 329
Net commissions 7202 701 496 509 32 48 514 23 9525
Net gains and losses on financial items at fair value 1761 210 233 114 -95 26 216 -65 2400
Share of the profit or loss of associates 355 269 624
Other income 1499 412 72 84 3 30 121 -55 2166
Total income 21656 2989 1899 1751 150 532 2124 -57 31044
Staff costs 6861 624 310 380 166 182 529 9052
Variable staff costs 252 -6 -3 -3 100 340
Other expenses 5273 505 461 381 164 184 389 -57 7300
Depreciation/amortisation 536 143 72 69 26 52 52 950
Total expenses 12922 1266 840 827 356 418 1070 -57 17 642
Profit before impairments 8734 1723 1059 924 -206 114 1054 13402
Impairment of intangible assets 23 14 37
Impairment of tangible assets 2 31 61 207 -3 256 46 600
Credit impairments 275 968 1719 676 -271 -587 30 2810
Operating profit 8457 701 -721 41 54 445 978 9955
Tax expense 2339 -2 -89 -65 8 4 277 2472
Profit for the year from continuing operations 6118 703 -632 106 46 441 701 7483
Profit for the year from discontinued operations,

after tax

Profit for the year 6118 703 -632 106 46 441 701 7483
Profit for the year attributable to the

shareholders of Swedbank AB 6081 703 -632 106 46 441 699 7 444
Non-controlling interests 37 2 39
Balance sheet

Cash and balances with central banks 2614 2948 4982 3381 611 398 2175 17 109
Loans to credit institutions 210988 6170 7668 5271 1931 1252 67337 -134200 166417
Loans to the public 1022954 57 765 37096 35569 6220 6337 29972 -8687 1187226
Bonds and other interest-bearing securities 106 102 5915 1189 5014 381 13082 -107 131576
Financial assets for which customers bear inv. risk 98829 982 817 100628
Investments in associates 1896 4 810 2710
Derivatives 63934 133 184 77 11342 -10619 65051
Tangible and intangible fixed assets 5169 7473 3165 3552 60 745 1309 21473
Other assets 18726 1340 6037 1860 143 2260 4502 -11377 23491
Total assets 1531212 82730 60321 55541 8965 11373 130529 -164990 1715681
Amounts owed to credit institutions 126 066 22004 23813 9866 5925 5577 91276 -147761 136766
Deposits and borrowings from the public 423654 42 465 20382 32381 1076 2021 12367 -109 534237
Debt securities in issue 674252 173 513 11686 -107 686517
Financial liabilities for which customers bear inv. risk 99178 987 823 100988
Derivatives 54367 94 149 83 2 11356 -116 65935
Other liabilities 76102 2101 168 94 150 587 921 -10969 69154
Subordinated liabilities 24333 3147 2187 1808 438 1033 169 -5928 27 187
Total liabilities 1477952 70971 46 699 45 568 7591 9218 127775 -164990 1620784
Allocated equity 53260 11759 13622 9973 1374 2155 2754 0 94 897
Total liabilities and equity 1531212 82730 60321 55541 8965 11373 130529 -164990 1715681
Key figures

Return on allocated equity, % 130 57 -44 1.0 2.8 199 19.2 8.1
Loans/deposits 243 136 182 110 573 314 47 222
Credit impairment ratio, % 0.02 131 3.33 1.48 -2.37 -6.60 0.07 0.20
Share of impaired loans, % 0.20 7.69 25.85 16.52 2244 62.26 2.76 2.53
Cost/income ratio 0.60 042 044 047 2.37 0.78 0.50 0.57
Risk-weighted assets 357376 61099 43655 34556 7918 10139 26 583 541 327
Full-time employees 8401 2514 1724 2228 287 1565 505 17 224
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(7 Net interest income

2011 2010
Average annual Average annual
Average balance Interest rate  interest rate, % Average balance Interestrate  interest rate, %
Loans to credit institutions 198535 1805 091 182 646 785 043
Loans to the public* 1180486 47613 4,03 1222955 37518 3.07
Interest-bearing securities 119511 3429 2.87 129977 1295 1.00
Total interest-bearing assets 1498532 52847 3.53 1535578 39598 2.58
Derivatives 77 453 283 81333 -272
Other assets 200 564 551 161855 205
Total assets 1776 549 53681 3.02 1778766 39531 2.22
Amounts owed to credit institutions 133654 1305 0.98 212335 1244 0.59
Deposits and borrowings from the public 544158 7 585 139 520004 4272 0.82
of which deposit guarantee fees 506 431
Debt securities in issue 758494 22847 3.01 711066 21576 3.03
of which commissions for funding with state guarantee 1163 1584
Subordinated liabilities 22176 1244 561 32374 1408 435
Interest-bearing liabilities 1458 482 32981 2.26 1475779 28500 1.93
Derivatives 76724 945 76921 -5583
Other liabilities 144774 637 134586 285
of which stability fee 545 223
Total liabilities 1679980 34563 2.06 1687 286 23202 1.38
Equity 96 569 91 480
Total liabilities and equity 1776 549 34563 1.95 1778766 23202 1.30
Net interest income 19118 16 329
Net interest margin 1.08 092
Interest income impaired loans 560 535
Interest income on financial assets at amortised cost 20702 14504
Interest expenses on financial liabilities at amortised cost 18714 23645

Interest-bearing securities are reported net in this note less short positions in securities. Contractual accrued interest on impaired loans is not accrued.

*In 2010 penalties related income in the Baltic countries of SEK 191m was reclassified from other income to net interest income, in line with Group accounting policies.

Net interest income increased by 17 per cent to SEK 19 118m (16 329). The factors positively affecting net interest income were higher interest rates in Sweden and slightly higher
Euribor rates during the first half-year. Moreover, the fee for the state-guaranteed funding decreased by SEK 421m due to the state guaranteed funding maturities during the year.
The stability fee more than doubled from the previous year in line with prevailing regulations to SEK 545m (223). Increased expenses for liquidity reserves and lower returns on the

investment portfolio used to hedge interest rates on current accounts and equity also adversely affected net interest income.

Swedbank Annual Report 2011



(58 Net commissions

(39 Net gains and losses on financial
items at fair value

2011 2010
Commission income 2011 2010
Payment processing 2307 2530 Valuation category, fair value through profit or loss
Cards 3147 3011 Trading and derivatives
Asset management 3928 4076 Shares and related derivatives 526 792
Life insurance Sel 479 of which dividend 147 201
Brokerage 483 587 Interest-bearing instruments and related derivatives 326 -11609
Other securities 115 181 Other financial instruments 10 -16
Corporate finance 154 314 Total 862 -10833
Lending 670 670 Other financial instruments
Guarantee 195 216 Shares and related derivatives 140 61
Deposits 67 65 of which dividend 1 6
Real estate brokerage 160 164 Loans 3114 5417
Non-life insurance = 54 Finandial liabilities -3507 16744
Other commission income 849 742 Total 653 11 388
Total 12655 13099 Hedge accounting at fair value
Hedging instruments 11208 -1348
Hedged item -11301 1579
oL 2010 “rotal -93 231
Commission expenses Financial liabilities valued at amortised cost -63 9
Payment processing -691 -783 Loan receivables at amortised cost 80 106
Cards =il 5517 -1412 Change in exchange rates 1451 1499
Asset management -120 -110 Total 1584 2400
Life insurance -208 -209
Brokerage -13 -10 Distribution by business purpose
Other securities -220 -227 Financial instruments for trading related business 1232 2307
Lending and guarantees -62 -77 Financial instruments intended to be held until contrac-
Other commission expenses -841 -746 tual maturity 352 93
Total -3692 -3574 Total 1584 2400
Net gains and losses on financial items at fair value fell by 34 per cent to SEK 1 584m
- 2010 (2 400). LC&I n_aported Iowgr net gaips gnd losses on ﬁlnancial items at fair value due
to weaker trading related income. Within Group Functions, Group Treasury reported a
Net commissions lower result due to negative funding related valuation effects.
Payment processing 1616 1747
Cards 1610 1599
Asset management 3808 3966
Life insurance 313 270
Brokerage 470 577
Other securities -105 -36
Corporate finance 154 314
Lending 608 593
Guarantee 195 216
Deposits 67 65
Real estate brokerage 160 164
Non-life insurance 59 54
Other commission income 8 -4
Total 8963 9525

Net commission income fell by 6 per cent to SEK 8 963m (9 525). The decrease was

mainly the result of lower commission income from corporate finance, securities trading,
asset management and payment processing due to lower economic activity, as well as

lower average stock values.
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(10 Netinsurance

(11 Otherincome

2011 2010
2011 2010
Insurance premiums
e P Profit from sale of subsidiaries and associates 1
Life insurance 981 1150 -
- - Income from real estate operations 353 124
of which loan protection 201 221 - - -
- Profit from sale of properties, equipments etc. 87
of which other 780 929 - -
Sold inventories 175 105
Non-life insurance 360 386 -
Total o 1536 of which revenues 957 1391
ota
of which carrying amount -782 -1286
Sale of residual clain against Lehman Brothers
Commercial Papers in bankruptcy 716
o 2010 IT services 784 818
Insurance provisions Other operating income 461 507
Life insurance -665 -739 Total 2577 1554
of which loan protection -141 -150
of which other -524 -589 During 2011 income from real estate operations amounted to SEK 353m, of which SEK
Non-life insurance -170 -185 323m relates mainly to real estate acquired for protection of claims in the US, Finland
Total 835 “az4 and Norway. Profit from sales of properties, equipment, etc. relates mainly to sales of
investment properties in the US which have been acquired to protect claims.
2011 2010
Net insurance
Life insurance 316 411
of which loan protection 60 71
of which other 256 340
Non-life insurance 190 201
Total 506 612

(12 Staff costs

Compensation within Swedbank

A well functioning, market-based compensation structure is an important component
to achieve good results and sound risk-taking in the Group and to attract employees
with the right competence who abide by Swedbank’s values. Total compensation is
based on a sound balance between fixed and variable compensation.

Swedbank’s view is that compensation should, as far as possible, be individually
based and thereby inspire employees to live up to Swedbank’s goals, strategy and vision.
Compensation should also encourage them to embrace our values - simple, open and
caring - which we are convinced is the basis of a successful and sustainable business.

Total compensation should be designed so that Swedbank can attract employees with
the competence it needs, within established cost limits.

Swedbank considers it important that compensation motivates balanced risk-taking
in order to create long-term value for customers and shareholders. Compensation
should support effective risk management and prevent excessive risk-taking.

The majority of employees have fixed and variable compensation components,
which, together with a pension and other benefits, represent their total compensation.
The goal is to achieve a sound balance between the variable and the fixed components.

Total compensation

Deferred compensation

in the form of shares

General programme (Eken) Individual programme

Variable compensation

Cash
compensation

Deferred compensation
in the form of shares
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Fixed compensation

Fixed compensation is the main component of all employees’ total compensation. Fixed
compensation is based on the employee’s duties, whether they meet their performance
targets and abide by Swedbank’s values, and it is also based on local market conditions.

In this context, Swedbank treats commissions as fixed compensation, i.e., compen-
sation paid in relation to sales results or other individual targets unrelated to future
exposures. As a rule, commission-based compensation is not tied to the Group’s or a
subsidiary’s results, is capped at a maximum amount and is paid monthly or, in excep-
tional cases, quarterly. Swedbank has a limited number of employees who receive such
compensation.

In Sweden, the majority of employees are covered by a collective pension according
to the so-called BTP plan, a multi-employer defined benefit plan for banking employees.
Furthermore, certain senior executives receive a defined contribution pension on any
salary above 30 income base amounts.

Variable compensation

Variable compensation is tied to the employee’s performance and the Group's total
result. This is a way to harmonise the interests of employees and shareholders and
motivate long-term value creation in Swedbank.

Based on the principles established by the Annual General Meeting, Swedbank's
Board of Directors oversees variable compensation, which covers the majority of em-
ployees. The Board also has the right to decide on the total amount, if any, which will be
paid as variable compensation or, in the case of compensation which has already been
promised but not paid out, which will be withheld. This applies regardless of whether or
not established goals have been met. The Board can withhold variable compensation,
for example, if the Group’s financial position has been greatly weakened or there is a
significant risk of this occurring, or if improper actions by individuals have adversely
affected Swedbank’s (or a business area’s) results.

The Compensation Committee is the Board of Directors’ committee for compensa-
tion issues. For more information, see the corporate governance report on page 53. To
ensure compliance with the compensation policy, Swedbank has established rules of
procedure that clearly delegate responsibility between Board, the President, the heads
of the business areas and the Group staffs.

The Board of Directors of Swedbank AB resolved, with the Annual General Meeting’
approval, to establish a new variable compensation programme for 2010 (*Programme
2010") to replace previous short-term incentive programmes. Participants in Program-
me 2010 received variable compensation in two parts based on performance targets in
the financial year 2010. A portion was allocated in cash for payment in 2011. The other
portion is deferred compensation allocated in the form of conditional, non-transferable
rights. Programme 2010 comprised around 6 400 employees primarily in the Swedish
part of the Group.

When it was introduced, it was announced that Programme 2010 would be evaluated
annually and that the aim was to complement it with similar compensation programmes
in future years. These future programmes will accommodate any changes as a result
of the annual evaluation. After the evaluation, the Board resolved in February 2011 to
establish a two-part variable compensation programme for 2011 ("Programme 2011"):

* A general programme (Eken), which offers essentially all employees in the Group
deferred variable compensation exclusively in the form of shares,

* Anindividual programme, which offers around 1 200 employees in the Group variable
compensation in two parts: cash compensation and deferred variable compensation
consisting of shares.

Swedbank’s compensation programme conforms to the current compensation regula-
tions of the Financial Supervisory Authority (FFFS 2011:1). These regulations contain
general requirements for corporate compensation policies and variable compensation
as well as specific requirements on adapting compensation systems to a company’s
risks, such as performance assessments and risk adjustments as well as deferral

of variable compensation. Among the requirements is that variable compensation
exceeding SEK 100 000 is deferred for employees who are classified as code employees.
However, Swedbank has chosen to go beyond what is stated in the regulations and
apply the requirement to defer variable compensation to all employees participating
in compensation programmes, i.e., eliminating the SEK 100 000 threshold. The main
reason why Swedbank chose to go beyond what the regulations require is the Board
and management's desire to:

« Harmonise the interests of employees and shareholders by offering share-based
compensation instead of traditional compensation in the form of cash,

« Create long-term value on the part of employees by deferring the variable
compensation.
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Group Executive Management is not included in the individual variable compensation
programme, only in Eken. The five highest-paid employees in Group Executive Manage-
ment (top five) are not included in either the individual programme or Eken. They receive
no form of variable compensation.

Board of Group Executive
Compensation Directors Management Other employees
Fixed compensation  Yes Yes Yes
General programme Yes, except Russia and
(Eken) No Yes, except top five  Ukraine
Yes, around 1 200
Individual programme No No employees
Yes, primarily in
Pension No Yes Sweden
Total staff costs 2011 2010
Salaries and remuneration 6399 6159
Compensation through shares in Swedbank AB 159 31
Social insurance charges 1956 1839
Pension costs* 1013 1042
Training costs 120 88
Other staff costs 270 233
Total 9917 9392
of which variable staff costs 395 340
of which personnel redundancy costs 398 173

* The Group'’s pension cost for the year is specified in note G38.

Terms of 2010 variable compensation programme

The main aspects of Programme 2010 are described in the previous paragraph. In ac-
cordance with the detailed terms of the programme, risk-takers are distinguished from
non-risk-takers (as defined by the regulation at the time, FFFS 2009:7). Risk-takers
received 60 per cent of their compensation in the form of deferred performance rights,
while non-risk-takers received 40 per cent of their compensation in the form of deferred
performance rights. Each performance right gave the holder the right to one common
share in Swedbank AB at no cost on the delivery date in February 2014, provided that
the participant remains an employee. Since the performance rights are not entitled to
dividends, holders will be compensated with additional performance rights correspon-
ding to the dividends that the common shares qualify for until the delivery date. The
value of the compensation for Programme 2010, both cash and performance rights,
amounted to SEK 310m, including social insurance charges, of which SEK -25m (255)
was expensed in 2010. The allotment of the share-based compensation will resultin a
dilution of slightly over 0.1 per cent.

Terms of 2011 variable compensation programme

The main aspects of Programme 2011 are described in the previous paragraph. In
accordance its detailed terms, Programme 2011, unlike Programme 2010, does not dis-
tinguish between code employees and non-code employees (as defined by the current
regulation, FFFS 2011:1).

All'employees in Eken are expected to receive 100 per cent of their compensation in
the form of deferred performance rights, half of which is deferred for two years and half
for three years. Each performance right gives the holder the right to one common share
in Swedbank AB at no cost on the delivery date in February 2014 and in February 2015,
provided that the participant remains an employee.

The main rule of the individual programme is that participants are expected to receive
40 per cent of their compensation in the form of deferred performance rights with a
three-year deferral. The remaining 60 per cent is paid in the form of cash (non-deferred).
Each performance right gives the holder the right to one common share in Swedbank AB
at no cost on the delivery date in February 2015, provided that the participant remains
an employee.

Other terms regarding compensation for dividends as well as the final analysis of
the outcome before the delivery date are the same for the 2011 Eken and individual
programme as Programme 2010.

The value of the estimated compensation for Programme 2011, both cash and per-
formance rights, was SEK 818m, including social insurance charges, of which SEK 328m
was expensed in 2011. The allotment of the share-based compensation is expected to
result in an estimated dilution of slightly over 0.5 per cent.



Reporting of share-based payment

Since the delivery of common shares in Swedbank AB requires the holder of the perfor-
mance rights to remain an employee on the delivery date, the share-based payment is
accrued during the duration of each programme.

The programme is comprised of i) a vesting period during the initial performance year,
followed by ii) allotments and a deferral period before iii) the delivery date, i.e., final
transfer of the shares to participants in the year after the conclusion of the deferral
period and publication of the year-end report. During the initial performance year the
compensation is expressed and measured in the form of an amount corresponding to
the performance amount. The compensation is subsequently expressed in terms of the
number of performance rights until the delivery date. The duration of the performance
rights in Eken 2011 is 38 for half of them and 50 months for the other half (two- and
three-year deferral, respectively), while the duration of the performance rights for the
individual programmes for 2011 and 2010 is 50 months (three-year deferral)

Performance rights for each programme are valued in the accounts based on the
price of the common share on the measurement date, i.e., the date when the company
and the counterparty agree to the contractual terms and conditions. For all outstanding
compensation programmes, 25 March 2011 is considered the measurement date. Each
performance right entitles its holder to one common share in addition to compensation
for dividends that the performance rights do not qualify for during the programme’s
duration. The reported cost of each programme can change during the period until the
delivery date if the performance amount changes or if performance rights are forfeited
because an employee has left the Group. The reported cost does not change when the

C shares

Part of the compensation in Programme 2010 and Programme 2011 was given in

the form of performance rights, which carry the future right, after a deferral period,

to receive shares in Swedbank AB free of charge. To ensure that common shares are
transferred at no cost for Swedbank to those enrolled in the variable compensation
programmes, a special class of C shares is used. The C shares are issued with the AGM'’s
authorisation to the Board through a directed issue to a financial institution engaged
specifically for this purpose, after which Swedbank AB repurchases the shares and con-
verts them to common shares, followed by delivery to qualified holders of performance
rights. The C share issue is a cost-effective tool for the bank to manage the share-based
variable compensation.

Compensation to the President

Michael Wolf took over as president on 1 March 2009. His compensation consists of an
annual base salary of SEK 8m with no variable compensation in the form of bonuses,
individual or general programmes, etc. His ordinary retirement age is 60 and he recei-
ves an annual premium of SEK 3 200 000 for defined-contribution pension purposes.
If terminated by Swedbank, Michael Wolf will receive a salary during a 12-month term
of notice, in addition to severance pay for 12 months. A deduction against salary and
severance is made for income earned from new employment. If Michael Wolf resigns,
the term of notice is six months and no severance is paid.

: . . Compensation to the President, SEK, thousands 2011 2010
market value of the performance rights changes, since the performance amount is
eventually expressed as the number of performance rights. Social insurance charges are Michael Wolf
calculated and recognised continuously based on market value and ultimately determi- Fixed compensation, salary 8000 8000
ned at the time of settlement. Other compensation/benefits 157 160
Total 8157 8160
Variable Compensation Programme 2011 and 2010 2011 2010 Pension cost, excluding payroll tax 3200 3200
Programme 2010
Recognised expense for compensation that is sett- Compensation to the rest of Group Executive Management
led with shares in Swedbank AB 23 31 The Group Executive Management excluding the President make up the rest of Group
Recognised expense for social charges 6 10 Executive Management. Compensation to the rest of Group Executive Management
Recognised expense for cash settled compensation -36 140 includes compensation paid by all Group companies during the year, Swedish as well as
Recognised expense for payroll overhead costs fore|gn', and refers to the period during which these individuals were members of Group
related to the cash settled compensation -18 74 Executive Management.
In 2011 a total of 12 individuals were members of Group Executive Management.
Programme 2011 Thomas Backteman, Hakan Berg, Mikael Bjérknert, Géran Bronner, Catrin Fransson,
Recognised expense for compensation that is sett- Magnus Gagner-Geeber, Marie Hallander Larsson and Cecilia Hernqvist were members
led with shares in Swedbank AB 136 of Group Executive Management for the entire year. Birgitte Bonnesen, Stefan Carlsson,
Recognised expense for social charges 48 Erkki Raasuke and Annika Wijkstrom were members of Group Executive Management for
Recognised expense for cash settled compensation 96 part of the year. . .
R ioed F i head On 31 December 2011 Group Executive Management was comprised of Thomas
elcog[r;lse hexpenhse orl p;yro overnea costs 43 Backteman, Hakan Berg, Mikael Bjorknert, Birgitte Bonnesen, Goran Bronner, Catrin
related to the cash settled compensation Fransson, Magnus Geeber, Marie Hallander Larsson and Cecilia Hernqvist.
Total recognised expense 303 255
Remuneration to the other Group Executive Management 2011 2010
Number of performance rights that establish the recognised share based
expense, millions Fixed compensation, salary 40 39
Outstanding at the beginning of the period 1,3 Variable compensation, cash
Alloted 4.4 13 Variable compensation, share based 0
Forfeited -0,0 Other compensation/benefits 1 1
Outstanding at the end of the period 57 1,3 Compensation at terminated contract* 23
Exercisable at the end of the period Total 64 40
Weighted average fair value per performance right Pension cost, excluding payroll tax 16 16
at measurment date, SEK 111 102 No. of persons as of 31 December 9 11
Weighted average exercise price per performance
right, SEK 0 0

* Includes salary during term of notice, severance, pension costs and any benefits.
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Pension and termina-
tion conditions for
other members of GEM
(9 persons)

Term of notice Severance

Pension age

Resignations Defined benefit pension Defined contribution pension

1 person 60 years 12 months 12 months 6 months 60% up to 43.09 IBA 35% on salaries over 43.09 IBA*
1 person 62 years 12 months 12 months 12 months BTP plan up to 30 IBA 35% on salaries over 30 IBA*
5 persons 62 years 12 months 12 months 6 months BTP planup to 30 IBA  35% on salaries between 30 och 80 IBA
1 person 62 years 12 months 12 months 6 months BTP plan up to 30 IBA 30% on salaries over 30 IBA*

Defined contribution only 845 000
1 person 65 years 6 months 12 months 6 months - per yr

* The cap on pensionable salary is set by the Board of Directors and amounts to SEK 8m.

Pension and termination conditions for the rest of

Group Executive Management

The 9 persons in the rest of Group Executive Management are entitled to a pension,
according to various terms, as described in the table above.

The defined benefit pension is expressed in income base amounts (IBA), which is an
amount that follows the wage trend in society and is set each year by the government.
In 2011 the income base amount was SEK 52 100. For defined-benefit pension entit-
lements a deduction is made for previously vested pension entitlements. Benefits are
accrued continuously until retirement and are vested after they have been accrued.

For one of the eight individuals with defined-benefit pension entitlements, the pen-
sionable salary for 2004 in the defined-benefit pension plan has been locked in terms
of income base amounts, in addition to which they receive a supplementary defined-
contribution pension where the parent company has committed to pay the premiums
for a company-owned endowment insurance for the equivalent of 35 per cent of salary
segments not secured by the defined-benefit entitlement.

If terminated by the company, the members of the rest of Group Executive Mana-
gement are paid their salary during a term of notice of that varies between 6 and 12
months. In addition, they are entitled to severance for 12 months, which can be paid
out in a lump sum or monthly. If they obtain new employment, their income is deducted
from the term of notice and severance. If the members of the rest of Group Executive
Management resign, the term of notice is not more than 12 months and severance is not
paid, unless they are terminated due to a serious breach of contract on the part of the
employer.

Total compensation during the term of notice and the time when any severance is
paid may not exceed a total amount equivalent of their base monthly salary and cont-
ractual benefits for twelve months plus the base monthly salary for 12 months.

Limits due to agreement with National Debt Office

Since Swedbank has entered into the state guarantee programme and according to the
agreement with the National Debt Office has pledged, among other things, to ensure
that the following applies to the five highest paid senior executives:

The base salary or other fixed compensation paid to any executive may not exceed
the compensation level determined prior to 20 October 2008.

Variable compensation, including options, may not be determined during the time
period during which the bank’s contract with the National Debt Office applies (“the
contractual period”), and circumstances related to the contractual period may not be
considered when variable compensation is calculated due to previous contracts and no
variable compensation determined before the contractual period may be executed or
paid during the contractual period.

With regard to severance, the terms may not be more favourable than stipulated in
the employment terms for senior executives of state-owned companies.

Information on compensation according to the Financial Supervisory Authority’s
regulations and general guidelines on compensation policies (FFFS 2009:6) is published
on Swedbank’s website.

Compensation to the Board of Directors

Compensation for the members of the Board of Directors, as indicated in the table
below, covers the financial year stretching from the Annual General Meeting on 25
March 2011 to the Annual General Meeting on 27 March 2012 and is determined by the
Annual General Meeting. Board compensation consists of fixed compensation for Board
work as well as fixed compensation for any committee work. The three committees are
the Audit and Compliance Committee, the Risk and Capital Committee and the Compen-
sation Committee. During the year no costs were reported for previous Board members
beyond what is indicated below. The Group does not have any pension entitlements for
Board members.

2011 2010

Board fees and compensation to the Board during the year, from Annual Committee Committee

General Meeting to Annual General Meeting, SEK thousands Board fees work Total Board fees work Total
Lars Idermark, Chair 1350 350 1700 1350 350 1700
Anders Sundstrém, Deputy Chair 675 350 1025 675 350 1025
Olav Fjell, Director (elected 2011) 400 100 500

Ulrika Francke, Director 400 425 825 400 425 825
Goran Hedman, Director 400 250 650 400 250 650
Berith Hagglund-Marcus, Director 400 125 525
Anders Igel, Director 400 100 500 400 100 500
Helle Kruse Nielsen, Director 400 100 500 400 100 500
Pia Rudengren, Director 400 250 650 400 250 650
Karl-Henrik Sundstrém, Director 400 125 525 400 125 525
Siv Svensson, Director 400 125 525 400 125 525
Total 5225 2175 7 400 5225 2200 7 425
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Compensation to the Chair

The current Chair of the Board of Directors receives fixed compensation for Board work
as well as fixed compensation for committee work, i.e,, no variable portions, pension or
other benefits. The table below shows the costs reported for the years 2010 and 2011.

Compensation to the Chair, as from 2010-03-26,

SEK thousands 2011 2010
Lars Idermark

Within framework of Board fees set by the Board 1700 1275
Total 1700 1275

Compensation to former Chair

Carl Eric Stalberg, the former Chair, has an individual agreement entitling him to a
defined benefit pension from the age of 60. His pension entitlement amounted to the
vested portion of 75 per cent of his previous salary. The vested portion is based on the
length of his employment in months divided by 360. The parent company has disputed
to pay a pension premium of SEK 360 000 per year. Previously vested pension benefits
remain unaffected. When he stepped down as Chair, Carl Eric Stalberg received seve-
rance of SEK 4 256 000.

Compensation to the former Chair, 2010-01-01-

Summary - Compensation to the Chair, other Board members, President and
other members of Group Executive Management

The Board of Directors’ Compensation Committee reviews and evaluates annual com-
pensation guidelines for the Chair of the Board, other Board members, the President
and other members of Group Executive Management and prepares a proposal for
the Board. Based on this proposal, the Board proposes compensation guidelines for
them each year for approval by the Annual General Meeting. Based on the guidelines
approved by the AGM, the Board sets the compensation terms each year for the
President, other members of Group Executive Management and the Head of Internal
Audit. Fees to the President and other senior executives for internal board duties are
deducted against their salaries, unless otherwise agreed to.

Total compensation to the Chair, Directors, the President
and other members of the Group Executive Committe (key

management personnel) 2011 2010
Short-term employee benefits 57 57
Post employment benefits, pension costs 19 20
Termination benefits, severance pay 23 4
Share-based payments

Total 99 81
Amounts of outstanding balances

Granted loans 75 80

2010-03-26, SEK thousands 2011 2010 . . . .
Summary - Compensation to Board members, Presidents, Vice Presidents and
Carl Eric Stalberg other senior executives
Fixed compensation, salary 769 Shown hgre are the salaries and other cpmpgnsation for Boqrd mempers, Presidents,
Vice Presidents and other senior executives in the Group. This group includes current
Within framework of Board fees set by the Board 464 and former employees.
Other compensation/benefits 15
Total 1248
of which pension-based compensation 769
Pension cost, excluding payroll tax 638
2011 2010
Board of directors, President, Vice Presidentand Other All Board of directors, President, Vice Presidentand  Other All
other Group executives employees employees other Group executives employees employees
Salaries and Salaries and
Number of  other remune- Salaries and Number of  other remune- Salaries and
Compensations persons rations Variable pay variable pay Total persons rations  Variable pay variable pay Total
Sweden 79 104 1 4533 4638 76 88 0 4451 4539
Denmark 17 17 20 20
Estonia 7 4 0 439 443 7 4 0 412 416
Finland 43 43 31 31
Latvia 8 8 0 277 285 6 4 0 253 257
Lithuania 6 6 0 314 320 8 5 0 285 290
Luxembourg 9 11 0 40 51 1 2 0 48 50
Norway 4 5 3 442 450 3 7 6 273 286
Russia 7 7 76 83 12 20 117 137
Ukraine 11 15 170 185 13 14 130 144
USA 3 4 0 25 29 1 2 0 30 32
Other countries 1 1 13 14 0 0 11 11
Total 135 165 4 6389 6558 127 146 6 6061 6213
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Pensions and loans to Board members, Presidents, Vice Presidents and Employee turnover, % 2011 2010
equivalent senior executives -
Pension costs reported in the table below refer to current and former Board members, Retail 105 79
Presidents, Vice Presidents and equivalent senior executives in the Group. The costs Large Corporates & Institutions 16,7 9,5
exclude social insurance charges and payroll taxes. Pension obligations for current Baltic Bankin 125 111
and former Presidents and Vice Presidents have been funded through insurance and : Ing L !
pension funds. The latter obligations amounted to SEK 428m (456). The Group has not Asset Management 101 50
p:cedgedfatnhy ast?ets or otit1_er ct?jllateral 0][ comm‘iltted to contingent liabilities on behalf Russia & Ukraine 70,1 4472
of any of the above-mentioned group of executives. Ektornet 560 634
Pension and loans to Board members, Presidents, Group Functions 94 6,7
Vice Presidents and equivalent senior executives 2011 2010 Total 17,8 15,7
Cost for the year related to pensions and similar
remunerations 31 33 Otherkey ratios 2011 2010
No. of persons 26 30
Granted loans 278 a1 Average number of employees 19071 19542
No. of persons o4 a5 Number of employees at year-end 18716 20639
: Number of full-time positions 16 287 17224
. Absenteeism, %* 28 2.8
Key ratios, employees Long-term healthy employees, %* 76,0 771
Average number of employees based on 1 585 hours per * Refers to the Swedish operations.
employee 2011 2010
Swedbank AB 8334 8352  Gender distribution
Swedbank Finans AB 203 173 Swedbank strives for diversity, including an even distribution between women and men,
o among employees in general as well as among senior executives. We are convinced that
Swedbank Forsakring AB 10 117 it is important to maintain a balance between women and men, not least in senior posi-
Swedbank Robur AB 286 301 tjons, such as Group Executive Management and their respective management teams.
Swedbank Franchise AB 50 48  Consequently, we have chosen as of 2011 to show the gender distribution specifically
Swedbank Babs Holding AB 83 gz  forthem, in addition to Board members and other senior executives.
Olands Bank AB 59 59
Ektornet AB 22 10 Distribution by gender and country 2011 2010
Swedbank Hypotek AB 1 % Female Male Female Male
Swedbank Luxembourg 68 70 Sweden 54 46 55 45
Swedbank Estonia 2890 2811 Denmark 56 44 53 47
Swedbank Latvia 1927 1888 Estonia 77 23 75 25
Swedbank Lithuania 2796 2803 Finland 46 54 39 61
Swedbank Russia 205 327 China 44 56 53 47
Swedbank Ukraine 1673 2137 Latvia 76 24 75 25
Swedbank Norway 308 354 Lithuania 76 24 76 24
Swedbank USA 11 10 Luxembourg 38 62 33 67
Summa 19071 19542 Norway 28 72 27 73
of whichin Russia 62 28 63 37
Sweden 9024 8960 Ukraine 64 36 69 31
Denmark 31 34 USA ED /4 23 1
Estonia 2890 2827
Finland 44 31 pistribution by gender 2011 2010
Japan Y ! % Female Male Female Male
China 18 19
Latvia 1927 1893 All employees 63 37 67 33
Lithuania 279 o811 Directors 22 78 32 68
Other senior executives, incl.
Luxembour; 68 70 '
§ President 30 70 19 81
Norway 368 403 ; ;
- Group Executive Management incl.
Russia 204 330 President 40 60
Ukraine 1673 2137 Group Executive Management and
USA 28 26 their respective management teams 34 66
Summa 19071 19542
Number of hours worked (thousands) 30227 30971
Number of Group employees at year-end excluding long-
term absentees in relation to hours worked expressed as
full-time positions 16287 17 224
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(51 3 Other general administrative expenses

(16 Creditimpairments

2011 2010 2011 2010
Expenses for premises 100 55 Provisions for loans that individually are assessed as
Rents, etc. 1237 1324  impaired
IT expenses 1696 1634 Provisions 1415 3507
Telecommunications, postage 251 271 Eeve.rslal Off DI:VIOUS provisions Fimoaired] " = 42; _i Sgi
; rovision for homogenous groups of impaired loans, ne -
C It 530 904
OOESU '”gh Sy oo gy Towl 20093 3137
ther purchased services Portfolio provisions for loans that individually are
Travel 239 229 not assessed as impaired -829 -1738
Entertainment 86 98 Write-offs
Office supplies 201 248 Established losses 4882 4373
Advertising, public relations, marketing 401 360 Utilisation of previous provisions -3300 -2410
Security transports, alarm systems 436 440 Recoveries -364 -558
Maintenance 168 200 Total 1218 1405
Other administrative expenses 357 400 Credit impairments for contingent liabilities and
Other operating expenses 218 343 other credit risk exposures -207 6
P EEXP Credit impairments -1911 2810
Total 6941 7 300
Consulting and other services related to the management of problem loans and Credit |mpa|rments by valuation category
repossessed collateral amounted to SEK 63m (261). Expenses for properties taken over LO?”S and receivables : -1984 2651
are included in other administrative expenses amounted to SEK 285m (122). Fair value through profit or loss 35 158
Held to maturity 38
Total -1911 2810
Remuneration to auditors 2011 2010
Remuneration to auditors elected by Annual General Credit impairments by borrower category
Meeting, Deloitte AB Credit institutions -37 -32
Statutory audit 32 33 General public -1874 2842
Other audit 10 7 Total -1911 2810
Tax advisory 1
Other 1
Remuneration to other G 1 7 Tax
Statutory audit 1 2
Other audit 1 Tax expense 2011 2010
Tax advisory Tax related to previous years -103 106
Other 1 Current tax 2188 2455
Total 43 46 Deferred tax 1584 -89
Internal Audit 62 g7  _Total 3669 2472

(14 Depreciation/amortisation of tangible and

The difference between the Group’s tax expense and the tax expense based on current

tax rates is explained below:

2011 2010
intangible fixed assets SEkm % SEkm %
Results 3669 23.8 2472 24.8
Depreciation/amortisation 2011 2010 26.3% of pre-tax profit 4056 26.3 2618 263
Equipment 523 511 Difference 387 2.5 146 1.5
Owner-occupied properties 44 51 The difference consists of
Investment properties 118 21 thefollowing items:
Intangible fixed assets 326 367 I’:i D(:(\e“rzui fc?)rnie/non deductible = o e -
Total HOTT 50 expenses ’ -78 -0.5 -61 -06
Unrecognised portion of deferred tax assets -42 -0.3 168 1.7
Utilization of unused tax losses previously
. . . . not recognized for deferred tax assets 272 18
(15 Impairments of tangible assets including  non-deductible goodwill impairment 509 -33 3
repossessed |ea5e assets Tax-exempt capital gains and apprecia-
tion in value of shares and participating
Impairments 2011 2010 interests 8 -1
Owner-occupied properties 130 Other tax basis in insurance operations 41 03 22 0.2
- Deviating tax rates in other countries 596 3.9 109 1.1
Investment properties 15 204 Standard income tax allocation reserve -4 -4
Properties measured as inventory 44 47 Other, net 22 0.2
Repossessed leasing assets 25 219 Total 387 25 146 15
Total 174 600

Repossessed leasing assets are recognised in the balance sheet as other assets.

The tax expense in 2011 corresponds to an effective tax rate of 23.8 per cent. The ef-
fective tax rate of less than 26.3 per cent is because the operations in Estonia, Lithuania,
Ukraine and Russia post profits with with a very low, or no, tax rate.
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2011

Other comprehen- Exchange rate
Deferred tax assets Opening balance Income statement sive income Adjustments differences  Closing balance
Deductible temporary differences
Provision for credit impairments 212 -102 -4 106
Other 42 -36 6
Unused tax losses 2060 -512 8 1556
Unused tax credits 42 -42
Unrecognised deferred tax assets -1138 347 -5 -796
Total 1218 -345 -1 872
Deferred tax liabilities
Taxable temporary differences
Untaxed reserves 1580 785 -15 2350
Hedge of net investment in foreign operations 251 96 347
Provision for pensions -424 -87 -511
Cash flow hedges 104 111 215
Intangible fixed assets 303 36 339
Tax loss carry-forwards -1 -1
Other -80 495 15 14 444
Total 1734 1228 207 14 3183
Deferred tax liabilities in associates 11
Total 1734 1239 207 14 3183

Deferred tax related to hedging of net investments in foreign operations and cash flow
hedging is recognised directly in other comprehensive income, since the change in the
value of the hedging instrument is recognised directly in other comprehensive income.
Deferred tax related to untaxed reserves in associates is included in the balance sheet
line Investments in associates.

Swedbank AS pays income tax in Estonia only upon distribution of its earnings. The
tax rate for 2011 was 21 per cent (21). Retained earnings in Swedbank AS, if distribu-
ted, would result in a tax expense of SEK 2 580m (1 676). No deferred tax liability has

Unused tax losses and unused tax credits according to tax calculation

Total deduction

been recognised in the accounts, sincethe parent company can control the timing when
dividends are paid out and no distribution is expected in the foreseeable future. Future
dividends, if any, are expected to be paid from future earnings.

The large part of the unrecognised portion of deferred tax assets refers to Ukraine,
SEK 664m (890) and Lithuania, SEK 41m (124). The assets are not recognised due to
uncertainty when sufficient taxable earnings will be generated and about fiscal condi-
tions in Ukraine. See also note G2, Accounting policies.

Deduction for
which deferred tax

Deduction for which deferred tax is recognised is not recognised

Maturity Latvia Lithuania Russia

2012 11 11

2013 5 5

2014 2985 2985
2019 100 100

2020 228 228

Without maturity 5478 3641 1259 578
Total 8807 3641 1275 328 3563

When it determines how much of deferred tax assets will be recognised, the Group fore-
casts future taxable profits. Deferred tax assets are recognised only to the extent such
profits can be forecasted with a reasonable degree of certainty. The Group expects that
about 70 per cent (70) of the taxable losses that serve as the basis for recognised defer-
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red tax assets will be utilised before the end of 2014, i.e., within the framework of the
Group's three-year plan. All of the losses for which deferred tax assets are recognised
derive from the Group’s home markets. Each operation has recognised positive results
since the second half of 2010. Results further improved in 2011.



2010

Other comprehen- Exchange rate
Deferred tax assets Opening balance Income statement sive income differences Closing balance
Deductible temporary differences
Provision for credit impairments 433 -221 212
Other 115 -73 42
Unused tax losses 2253 -24 -169 2060
Unused tax credits 45 -3 42
Unrecognised deferred tax assets -1637 499 -1138
Total 1209 178 -169 1218
Deferred tax liabilities
Taxable temporary differences
Untaxed reserves 1613 -4 -29 1580
Hedge of net investment in foreign operations -421 679 -7 251
Provision for pensions -451 27 -424
Cash flow hedges -265 118 251 104
Intangible fixed assets 296 7 303
Tax loss carry-forwards -8 8
Other -44 -67 2 29 -80
Total 720 89 932 -7 1734

Unused tax losses and unused tax credits according to tax calculation

Deduction for which deferred tax is

Deduction for
which deferred tax

Total deduction recognised is not recognised
Maturity Latvia Lithuania
2013 3199 3199
2017 4213 4213
2018 688 688
2019 126 126
2020 229 229
Without maturity 2647 1937 710
Total 11102 4901 1937 4264
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(18 Earnings per share

Earnings per share are calculated by dividing profit for the year, after adjustments,
attributable to holders of common shares in the parent company by a weighted average
number of common shares outstanding. Earnings per share after dilution is calculated
by dividing profit for the year, after adjustments, attributable to holders of common sha-
res in the parent company by the average of the number of common shares outstanding
during the year, adjusted for the dilution effect of potential shares. Profit for the year
has been adjusted by deducting the dividend paid to preference shares. Earnings per
share are calculated separately for continuing operations and discontinued operations.
Since the outstanding preference shares call for a mandatory conversion to common
shares, the preference shares are included in the calculation of earnings per share before
dilution for ordinary shares outstanding. Hence, the conversion has no effect on the
calculation of earnings per share.

Swedbank’s share-related compensation programmes, Programme 2010 and Pro-
gramme 2011, give rise to potential common shares from the grant date for these
shares from an accounting perspective. Grant date refers here to the date when the
parties agreed to the terms and conditions of the programmes. The grant date from an
accounting perspective for all programmes was 25 March 2011,

The rights are treated as options in the calculation of earnings per share after dilution.

2011 2010

Average number of shares

Weighted average number of shares before adjustments for holdings of treasury shares, before dilution

1160580 588 1159590177

Weighted average number of Treasury shares -31280874
Weighted average number of shares acquired by associates -1140241 -1116000
Weighted average number of shares, before dilution 1128159473 1158474177
Weighted average number of shares for dilutive potential ordinary shares resulting from share-based compensation programme 1406573

Weighted average number of shares, after dilution

1129566 046 1158474177

Earnings per share, SEK

Profit for the year attributable to the shareholders of Swedbank AB from total operations 11744 7444
Preference dividends on non-cumulative preference shares declared in respect of the year 995
Profit for the year used for calculating earnings per share from total operations 10749 7 444
Earnings per share total operations before dilution, SEK 953 6.43
Earnings per share total operations after dilution, SEK 9.52 6.43
Profit for the year attributable to the shareholders of Swedbank AB from continuing operations 11741 7 444
Preference dividends on non-cumulative preference shares declared in respect of the year 995
Profit for the year used for calculating earnings per share from continuing operations 10746 7444
Earnings per share continuing operations before dilution, SEK 9.53 6.43
Earnings per share continuing operations after dilution, SEK 9.52 6.43
Profit for the year attributable to the shareholders of Swedbank AB from discontinued operations 3
Profit for the year used for calculating earnings per share from discontinued operations 3
Earnings per share discontinued operations before dilution, SEK 0.00
Earnings per share discontinued operations after dilution, SEK 0.00
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(519 Tax for each component in other comprehensive income

2011 2010
Pre-tax Current Net-of-tax Pre-tax Current Net-of-tax
amount Deferred tax tax amount amount Deferred tax tax amount
Exchange differences, foreign operations -284 -284 -4218 -4218
Hedging of net investments in foreign operations 379 -96 -3 280 2420 -679 42 1783
Cash flow hedges 423 -111 312 955 -251 704
Share of other comprehensive income of associates -2 -2 -30 -2 -32
Other comprehensive income 516 -207 -3 306 -873 -932 42 -1763
(G20 Treasury bills and other bills eligible for refinancing with central banks, etc.
Carrying amount Amortised cost Nominal amount
2011 2010  1/1/2010 2011 2010  1/1/2010 2011 2010  1/1/2010
Valuation category, fair value
through profit or loss
Trading
Swedish government 19391 23454 72909 17315 23227 72681 14577 20182 69957
Swedish municipalities 115 792 11 115 794 11 115 842 11
Foreign governments 4981 8741 14408 4924 8749 14403 4913 8697 14241
Other non-Swedish issuers 124 671 235 124 672 235 124 666 250
Total 24611 33658 87 563 22478 33442 87330 19729 30387 84 459
Valuation category, held to maturity*
Foreign governments 1242 1266 1161 1242 1266 1161 1252 1233 1113
Total 1242 1266 1161 1242 1266 1161 1252 1233 1113
Total 25853 34924 88724 23720 34708 88 491 20981 31620 85572
* The fair value of held-to-maturity investments amounted to SEK 1 199m (1 242).
(21 Loans to credit institutions
2011 2010 1/1/2010
Valuation category, loans and receivables
Swedish banks 46 260 50849 39458
Swedish credit institutions 1052 435 1142
Swedish credit institutions, repurchased agreements
Foreign banks 17414 74582 30626
Foreign banks, repurchase agreements
Foreign credit institutions 19
Foreign credit institutions, repurchase agreements
Total 64726 125866 71245
Valuation category, fair value through profit or loss
Trading
Swedish banks 1 2 18
Swedish banks, repurchase agreements 1130 1942 8564
Swedish credit institutions 305
Swedish credit institutions, repurchased agreements 6940 12763 477
Foreign banks 10 553 101
Foreign banks, repurchase agreements 5726 25291 11421
Foreign credit institutions, repurchase agreements 18662
Total 32469 40551 20886
Total 97 195 166 417 92131
2011 2010 1/1/2010
Subordinated loans
Associates 120 120 320
Other companies 57 57 62
Total 177 177 382
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(G2 2 Loans to the public

2011 2010  1/1/2010
Valuation category, loans and receivables
Swedish public 518509 448 142 412274
Swedish public, repurchase agreements
Foreign public 184248 193353 241837
Foreign public, repurchase agreements 15 1295
Total 702772 641495 655406
Valuation category, fair value through profit or loss
Trading
Swedish public 387 4
Swedish public, repurchase agreements 33500 35444 29829
Foreign public 2 3882
Foreign public, repurchase agreements 8883 5785 7 347
Other
Swedish public 465912 504 4396 594 203
Total 508682 545731 635261
Total 1211454 1187226 1290667
The maximum credit risk exposure for lending measured at fair value corresponds to the carrying amount

2011 2010  1/1/2010

Subordinated loans
Other 308
Total 308
Finance lease agreements distributed by maturity
2011 <lyr. 1-5yrs. >5yrs. Total
Gross investment 12089 10885 4748 27722
Unearned finance income 944 1351 1089 3384
Net investment 11145 9534 3659 24338
Provisions for impaired claims related to minimum lease payments 98
The residual value of the leases in all cases are guaranteed by the lessees. Finance leasing are included in Loans to the public and relates to vehicles, machinery, boats etc.
Finance lease agreements distributed by maturity
2010 <1lyr 1-5yrs. >5yrs. Total
Gross investment 10544 14862 2926 28332
Unearned finance income 826 759 423 2008
Net investment 9718 14103 2503 26324
Provisions for impaired claims related to minimum lease payments 952

The residual value of the leases in all cases are guaranteed by the lessees. Finance leasing are included in Loans to the public and relates to vehicles, machinery, boats, etc.
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(523 Bonds and other interest-bearing securities

Carrying amount

Amortised cost

Nominal amount

2011 2010 1/1/2010 2011 2010 1/1/2010 2011 2010 1/1/2010
Valuation category, fair value
through profit or loss
Trading
Swedish mortgage institutions 65 359 60 904 48315 64 629 61 566 47976 62 890 61780 46187
Swedish financial entities 9593 6402 7494 9531 6413 7249 9489 6402 6997
Swedish non-financial entities 5008 5005 6823 4987 4992 6777 4940 5002 6813
Foreign financial entities 21707 16 291 9372 21564 16103 9386 21365 16 204 9350
Foreign non-financial entities 8091 3539 2239 7984 3441 2234 8031 3590 2253
Total 109 758 92 141 74 243 108 695 92 515 73622 106 715 92978 71600
Valuation category, held to maturity*
Foreign mortgage institutions 1508 3335 6371 1508 3335 6371 1515 3335 6 446
Foreign financial entities 906 892 1224 906 891 1224 908 892 1250
Foreign non-financial entities 286 284 53 286 284 53 289 285 53
Total 2700 4511 7648 2700 4510 7648 2712 4512 7749
Total 112 458 96 652 81891 111395 97 025 81270 109 427 97 490 79349
of which subordinated 200
* The fair value of held-to-maturity investments amounted to SEK 2 611m (4 456). Carrying amount is below nominal amount for all securities.
(524 Financial assets for which the customers bear the investment risk
2011 2010  1/1/2010
Valuation category, fair value through profit or loss
Other
Fund units 86129 91218 72507
Interest-bearing securities 1915 1315 919
Shares 7703 8095 4768
Total 95747 100628 78194
(525 Shares and participating interests
Carrying amount Cost
2011 2010  1/1/2010 2011 2010  1/1/2010
Valuation category, fair value through profit or loss
Trading
Trading stock 1386 5333 5511 1534 5200 5623
Fund shares 140 164 3811 138 160 3698
For protection of claims 136 570 108 136 575 108
Other 7
Other
Credit institutions 244 24 25 217 25 27
Other shares 38 34 1 33 36
Total 1951 6125 9456 2058 5996 9456
Valuation category, available for sale
Condominiums 38 29 30 38 29 30
Other 26 27 19 26 27 16
Total 64 56 49 64 56 46
Total 2015 6181 9505 2122 6052 9502
of which unlisted 96 295 441

Unlisted holdings are valued at their last transaction price. Holdings in the valuation category available for sale have been estimated at acquisition cost, since a more reliable fair

value is not considered to be available.
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26 Investments in associates

2011 2010 1/1/2010
Fixed assets
Credit institutions 2841 2384 2185
Other associates 270 326 545
Total 3111 2710 2740
Opening balance 2710 2740
Additions during the year 36 34
Change in accumulated profit shares 510 218
Impairment losses during the year
Disposals during the year -143 -243
Translation difference equity in associates -2 -39
Closing balance 3111 2710

Year’s share of

2011 Corporate identity associate’s
Corporate identity, domicile number Number  Carrying amount Cost Share of capital, % pre-tax profit
Credit institutions
EnterCard Holding AB, Stockholm 556673-0585 3000 1526 420 50.00 435
Fars & Frosta Sparbank AB, Lund 516401-0091 1478700 446 257 30.00 72
Sparbanken Rekarne AB, Eskilstuna 516401-9928 865 000 201 125 50.00 43
Swedbank Sjuhdrad AB, Boras 516401-9852 950 000 598 287 47.50 122
Vimmerby Sparbank AB, Vimmerby 516401-0174 340000 70 41 40.00 6
Total 2841 1130 678
Other associates
BAB Bankernas Automatbolag AB, Stockholm 556817-9716 150 23 15 20.00 -3
BDB Bankernas Depa AB, Stockholm 556695-3567 13000 8 3 20.00 1
BGC Holding AB, Stockholm 556607-0933 29177 68 10 29.17 16
Finansiell ID-Teknik BID AB, Stockholm 556630-4928 12735 21 4 28.30 3
Rosengard Invest AB, Malmg 556756-0528 5000 7 4 22.22
UC AB, Stockholm 556137-5113 2000 19 20.00
Visa Sweden, ek for 769619-6828 39.10 50
Owned by subsidiaries
AS Arealis, Tallin 11122663 3850000 36 34 49.90 1
AS Sertifitseerimiskeskus, Tallin 10747013 16 4 9 25.00
Babs Paylink AB, Stockholm 556567-2200 4900 69 34 49.00 23
Hemnet Sverige AB, Stockholm 556536-0202 250 19 19 25.00
First Newsec Asset Management, Oslo 991211241 49000 -4 49.00 -2
Total 270 132 89
Total 3111 1262 767

The share of the voting rights in each entity corresponds to the share of its equity.

All shares are unlisted.
The holding in EnterCard is a joint venture.

As of 31 December 2011 the associates’ total assets and liabilities amounted to SEK 60 530m (59 072) and SEK 52 985m (51 595), respectively, while income and profit for 2011
amounted to SEK 5 462m (5 088) and SEK 1 183m (1 386), respectively.
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(27 Derivatives

The Group trades in derivatives in the normal course of business and for the purpose

of hedging certain positions that are exposed to share, interest rate and currency risks.
Interest rate swaps that safeguard the interest rate risk component in certain debt
securities in issue and subordinated liabilities are sometimes recognised as hedging in-
struments in hedge accounting at fair value. The derivatives are recognised at fair value
with changes in value through profit or loss in the same manner as for other derivatives.
In note G9 Net gains and losses on financial items at fair value, any ineffectiveness of the
hedges is recognised as the change in value of the derivative together with the change
in value of the hedged risk component. Interest rate and currency swaps sometimes also

Nominal amount 2011
Remaining contractual maturity

Nominal amount

Positive fair value

hedge projected future interest payments, so-called cash flow hedges. Future estimated
cash flows that are hedged by the swaps are disclosed below. Since the derivatives are
recognised as hedging instruments, their fair value is recognised in the statement of
Other comprehensive income. Value changes in derivatives that are used to hedge the
net investment in foreign operations are also recognised in the statement of other com-
prehensive income. Any ineffectiveness is recognised in net gains and losses on financial
items at fair value. The carrying amount of derivatives included in hedge accounting is
reported separately below. The carrying amounts of all derivatives refer to fair value
including accrued interest.

Negative fair value

<1lyr 1-5 yrs. > 5yrs. 2011 2010 2011 2010 1/1/2010 2011 2010 1/1/2010
Derivatives in hedge accounting
Fair value hedges
Interest-rate-related
Swaps 47277 268974 64001 380252 129667 17 569 2938 4963 1 185
Currency-related
Swaps 9717 7724 1408 18849 23704 1457 2048 351 790
Total 56994 276698 65409 399101 153371 19026 4 986 5314 2 975
Cash flow hedges
Interest-rate-related
Swaps 3696 1987 5683 9376 136 328 798
Currency-related
Swaps 245 23262 9364 32871 32673 3813 3611
Total 3941 25 249 9364 38 554 42 049 3949 3939 798
Hedges of net investment in
foreign operations
Currency-related
Swaps 915 6
Total 915 6
Other derivatives
Interest-rate-related contracts
Options held 497 443 195619 59223 752 285 1323233 1468 1279 1039 1814 1264 776
Forward contracts 6172280 1594969 7767249 5638632 6776 4067 6261 6993 3854 5946
Swaps 626028 1178929 482079 2287036 2274353 49747 33274 46599 53040 35150 47336
Other 178 486 719 1383 10 20 93 1
Currency-related contracts
Options held 31165 227 31392 37852 302 396 275 307 355 398
Forward contracts 1209107 17 288 110 1226 505 929849 16516 10250 9108 16 997 12052 13240
Swaps 21367 226675 53706 301748 265839 11340 10193 4458 9609 9765 4458
Other 2433 196 2629 865 75 14 3 27 10 3
Equity-related contracts
Options held 171929 95674 5428 273031 97611 1462 2312 3274 864 1683 1597
Forward contracts 458 2 460 484 3 3 4 23 10 12
Swaps 3919 2214 747 6880 7750 273 1005 140 679
Other 1557 32 1589 999 30 69 12 30 70 11
Total 8737864 3312311 602012 12652187 10577476 88012 62955 71033 89845 64892 73777
Total before netting agre-
ements 8798799 3614258 676785 13089842 10773811 107038 67947 76347 93796 68831 75550
Netting agreements -3312 -2896 -3378 -3312 -2896 -3378
Total 8798799 3614258 676785 13089842 10773811 103726 65051 72969 90484 65935 72172

of which cleared 2364124 674108

3038232 236119

3587 2979 3804

3838 3589 4108

Maturity distribution regarding future hedged cash flows in cash flow hedge accounting

<1lyr.

1-3 yrs. 3-5yrs.

5-10yrs.

>10yrs.

Negative cash flows (liabilities)

882

9660 12334 2529

8326

Future cash flows above, expressed in SEK, are exposured to variablity attibutable to changed interest rates and/or changed currency rates.

These future cash flows are hedged with derivatives, recognised as cash flow hedges, with opposite cash flows that eliminate the variability.
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(28 Intangible fixed assets

Indefinite useful life Definite useful life

Internally develo-

2011 Goodwill Customer base ped software Other Total
Cost, opening balance 16 026 1920 748 879 19573
Additions through business combinations

Additions through internal development 197 197
Additions through separate acquisitions 159 159
Sales and disposals -54 -54
Exchange rate differences -30 -2 -17 -49
Cost, closing balance 15996 1918 945 967 19 826
Amortisation, opening balance -701 -269 -402 -1372
Amortisation for the year -111 -92 -123 -326
Sales and disposals 37 37
Exchange rate differences 12 12
Amortisation, closing balance -812 -361 -476 -1649
Impairments, opening balance -2293 -114 -2407
Impairments for the year -1930 -30 -1960
Sales and disposals

Exchange rate differences -11 -11
Impairments, closing balance -4 234 -114 -30 -4 378
Carrying amount 11762 992 584 461 13799

For intangible assets with a finite useful life, the amortisable amount is allocated systematically over the useful life. Systematic amortisation relates to both straight line and
increasing or decreasing amortisation. The original useful life is between 3 and 15 years. There was no need for impairment.

Indefinite useful life Definite useful life

Internally develo-

2010 Goodwill Customer base ped software Other Total
Cost, opening balance 17 765 2048 617 765 21195
Additions through business combinations

Additions through internal development 131 131
Additions through separate acquisitions 211 211
Sales and disposals =77 -77
Exchange rate differences -1739 -128 -20 -1887
Cost, closing balance 16 026 1920 748 879 19573
Amortisation, opening balance -658 -191 -280 -1129
Amortisation for the year -122 -87 -158 -367
Sales and disposals 9 30 39
Exchange rate differences 79 6 85
Amortisation, closing balance -701 -269 -402 -1372
Impairments, opening balance -2397 -114 -2511
Impairments for the year -37 -37
Sales and disposals

Exchange rate differences 141 141
Impairments, closing balance -2293 -114 -2407
Carrying amount 13733 1105 479 477 15794

The useful life and amortisation schedule of certain assets were changed during 2010, which resulted in an additional expense of SEK 49m.
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Carrying amount

Specification of intangible assets with indefinite useful life Acquisition year 2011 2010 1/1/2010
Goodwill
Swedbank Robur AB 1995 328 328 328
Fdreningsbanken AB 1997 1342 1342 1342
Swedbank Forsdkring AB 1998 651 651 651
Kontoret i Bergsjo 1998 13 13 13
Olands Bank AB 1998 ] 9 9
FSB Boldndirekt Bank AB 2002 159 159 159
Svenska kyrkans fondaktiebolag 2005 3 3 3
Soderhamns Sparbank AB 2007 24 24 24
Sweden 2529 2529 2529
of which banking operations 2198 2198 2198
of which other 331 331 331
Swedbank AS 1999 1078 1088 1245
Swedbank AS 2000 11 11 13
Swedbank AB 2001 127 135 147
Swedbank Liising AS 2004 14
Swedbank AS 2005 7828 9771 11186
AS Hansa Leasing Russia 2005 19
Baltic countries 9044 11 005 12624
of which allocated to:
banking operations in Estonia 3782 3814 4399
banking operations in Latvia 1955 3849 4407
banking operations in Lithuania 3307 3342 3818
OAO Swedbank 2005 13
Russia 13
First Securities ASA 2005 189 199 202
Norway 189 199 202
Total 11762 13733 15368
Value in use adjustment to the discount factor is determined based on the economic stage the cash-

Goodwill acquired in business combinations has been allocated to the lowest possible
cash-generating unit. The recoverable amount has been determined based on value

in use. This means that the assets’ estimated future cash flows are calculated at
present value using a discount rate. Estimated future cash flows are based on the
Group's established three-year financial plans. The most important assumptions in the
three-year plan are management’s estimate of net profit, including credit impairments,
growth in each economy, both GDP and industry growth, and the trend in risk-weighted
assets. Financial planning is done at a lower level than the cash-generating unit with

a complete balance sheet, income statement, statement of cash flow and relevant
financial ratios. The necessary assumptions in the planning are based as far as possible
and appropriate on external information. Future cash flows are subsequently estimated
with the help of long-term assumptions on growth in risk-weighted assets as well as
on net profit in relation to risk-weighted assets. Due to the long-term nature of the
investments, cash flow is expected to continue indefinitely. Net cash flow refers to the
amount that theoretically could be received as dividends or must be contributed as capi-
tal to comply with capital adequacy or solvency rules. The Group currently believes that
a Core Tier 1 capital ratio of 14 per cent (10) is reasonably the lowest level for the cash-
generating unit, because of which any surpluses or deficits calculated in relation to this
level are theoretically considered to be payable as dividends or will have to be contrib-
uted as capital and therefore constitute net cash flow. The discount rate is determined
based on the market's risk-free rate of interest and the market'’s yield requirements, the
unit’s performance in the stock market in relation to the entire market, and the asset’s
specifik risks. The discount rate is adapted to various periods if needed. Any necessary

genererating unit is in and means that each year's cumulative cash flow is discounted
by a unique discounting factor. Assumed growth in risk-weighted assets corresponds to
estimated inflation and real GDP growth and any further expected growth in the bank-
ing sector, depending on which economic stage the sector is in. In accordance with IAS
36, the long-term growth estimate does not include any expected increase in market
share. Long-term growth estimates are based on external projections as well as the
Group's experience and assessment of growth in the banking sector in relation to GDP
growth and inflation. Estimated net profit in relation to risk-weighted assets is based
on historical experience and adjusted based on the economic stage the cash-generating
unit is in. The adjustment is also based on how the composition of the cash-generating
unit's balance sheet is expected to change. The parameters are based as far as possible
on external sources. The most important assumptions and their sensitivity are described
in the table on the following page.
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RWA growth RWA growth Average RWA growth RWA growth
2012-2014,% 2015-2048, % 2015-2048, % 2049-, %

Cash-generating unit 2011 2010 2011 2010 2011 2010 2011 2010
Banking operations

Estonia 0.7 54 7.0-31 7.0-31 48 49 3.0 3.0
Latvia =31 0.2 7.0-3.1 7.0-3.1 4.5 4.1 3.0 3.0
Lithuania -10 111 7.0-3.1 7.0-3.1 48 49 3.0 3.0
Sweden 13 14 3.0-3.0 3.0-3.0 3.0 3.0 3.0 3.0

Discount rate

Discount rate Average discount rate Discount rate

2012-2014. % 2015-2048. % 2015-2048. % 2049-. %
Cash-generating unit 2011 2010 2011 2010 2011 2010 2011 2010
Banking operations
Estonia 10.3 10.3 10.3-9.0 10.3-9.0 94 94 9.0 9.0
Latvia 120 120 12.0-9.0 12.0-9.0 100 100 9.0 9.0
Lithuania 113 113 11.3-9.0 11.3-9.0 9.8 98 9.0 9.0
Sweden 9.0 9.0 9.0-9.0 9.0-9.0 9.0 9.0 9.0 9.0
Sensitivity analysis, change in recovarable amount
Net asset including Decrease in assumption
goodwill, carrying Recoverable of yearly growth by Increase in discount
amount, SEKm amount, SEKm 1 percentage point rate by 1 percentage point
Cash-generating unit 2011 2010 2011 2010 2011 2010 2011 2010
Banking operations
Estonia 17 995 9229 28113 15244 -1731 -1136 -3026 -2110
Latvia 9354 10078 9354 10391 -5 -429 -601 -1038
Lithuania 9254 8639 14537 13046 -1033 -894 -1750 -1715
Sweden* 23559 23763 31858 31289 130 132 -2718 -2757

* The cash-generating unit is part of the Retail segment.

Sensitivity analysis

Given a reasonable change in the above assumptions, there would be no impairment
loss for any cash-generating unit except for the banking operations in Latvia. Given a
reasonable change in the discount rate (+1 percentage point) an additional impairment
of SEK 601m (725) would arise for the Latvian banking operations. With regard to the
other cash-generating units, there is still room left even if such a reasonable change in
assumptions were to occur as indicated in the table, i.e,, both an increase in the discount
rate (+1 percentage point) and a decrease in the growth assumption (-1 percentage
point). A reasonable change in the expected net profit margin in the Latvian banking
operations would give rise to an additional impairment loss. With regard to the other
cash-generating units, the Group is confident that there is room for a reasonable change
in this assumption without giving rise to any impairment loss.

Banking operations in the Baltic countries

Recognised goodwill totalled at SEK 9 044m (11 005). Goodwill is tested for impairment
separately for each country. Recognised goodwill for the Latvian banking operations
was written down during the year by SEK 1 913m to SEK 1 955m (3 849). The impair-
ment amount has been determined based on the asset’s value in use. The impairment
need arose primarily due to the introduction of regulations requiring a higher Tier 1
capital ratio. In the impairment test, the level of equity in the cash-generating unit re-
quired for continuing operations has therefore been raised. The Tier 1 capital ratio used
was 14 per cent, compared with 10 per cent in the previous year. The higher level means
that future theoretical distributions will be lower. Essentially the same assumptions
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have otherwise been used as at the previous year-end. The financial three-year plan

has been updated . No impairments were identified on the closing day for the banking
operations in Estonia and Lithuania. The financial three-year plans have been updated
based on each country’s opportunities. Initial assumed growth after the established
three-year financial plans is based on management’s best estimate of inflation, real GDP
growth and growth in the banking industry for each market. The assessments are based
on external sources. After the planning period a linear reduction of annual growth are
assumed during the period between 2014 and 2048 from 7 per cent down to 3 per cent,
which is considered sustainable growth for a mature market. The initial discount rate for
each period reflects a country-specific risk premium that will converge on a straight-line
basis to 5 per cent, which is considered relevant for a mature market. Risk premiums are
derived from external sources. The discount rate before tax was approximately 12 per
cent.

Other cash-generating units, excluding banking operations

Other recognised goodwill totalled SEK 520m (530). No impairments were needed as
of the closing day, except for an investment in a Norwegian fund business managed by
First Investment Management and First Asset Management. Recognised goodwill for
the cash-generating unit in question decreased after impairment by SEK 17m to SEK
189m. Average annual growth for other cash-generating units has been assumed to
be 3 per cent (3) and the average discount rate was 9 per cent (9), or 12 per cent (12)
before tax.



(29 Tangible assets

Current assets Fixed assets
Owner-occupied

2011 Properties Equipment properties Total
Cost, opening balance 1172 4329 1518 7019
Additions 1641 1199 1007 3847
Sales and disposals -396 -1069 -1261 -2726
Exchange rate differences 1 -4 -1 -4
Cost, closing balance 2418 4 455 1263 8136
Amortisation, opening balance -3213 -292 -3 505
Amortisation for the year -523 -44 -567
Sales and disposals 350 22 372
Exchange rate differences -8 -2 -10
Amortisation, closing balance -3394 -316 -3710
Impairments, opening balance

Impairments for the year -44 -44
Sales and disposals 1 1
Impairments, closing balance -43 -43
Carrying amount 2375 1061 947 4383

The useful life of equipment is deemed to be between three and ten years on average
and its residual value is deemed to be zero as in previous years. The depreciable amount
is recognised linearly in profit or loss during the useful life. For certain assets, the useful
life has been changed, which led to additional depreciation of SEK 23m (13)in 2011. No
indications of impairment were identified on the balance sheet date for equipment and

owner-occupied properties. Equipment includes operating leases, mainly motor vehicles,
with an accumulated cost of SEK 377m (271) and accumulated depreciation of SEK 236m

(131). Future minimum lease payments amount to SEK 175m (102), of which SEK 162m

(91) will be received after more than one year but within five years. Individual structural
components are deemed to have useful lives of between 12 and 25 years. The residual
value is deemed to be zero. The depreciable amount is recognised linearly in profit or loss
during the useful life. Land is deemed to have an indefinite useful life and therefore is not
depreciated. Estimated useful lives have been changed in individual cases.

Current assets Fixed assets
Owner-occupied

2010 Properties Equipment properties Total
Cost, opening balance 220 4367 1913 6 500
Additions 1141 494 47 1682
Sales and disposals -181 -368 -204 -753
Exchange rate differences -8 -164 -238 -410
Cost, closing balance 1172 4329 1518 7 019
Amortisation, opening balance -3047 -259 -3 306
Amortisation for the year -511 -51 -562
Sales and disposals 238 9 247
Exchange rate differences 107 9 116
Amortisation, closing balance -3213 -292 -3505
Impairments, opening balance -221 -221
Impairments for the year -47 -130 -177
Sales and disposals 47 351 398
Impairments, closing balance
Carrying amount 1172 1116 1226 3514
30 Investment properties

2011 2010
Cost, opening balance 2304 935
Additions 2181 1337
Sales and disposals -290 -1
Exchange rate differences 80 33
Cost, closing balance 4275 2304
Amortisation, opening balance -26 -2
Amortisation for the year -118 -21
Sales and disposals
Exchange rate differences -16 -3
Amortisation, closing balance -160 -26
Impairments, opening balance -113 -91
Impairments for the year -105 -204
Sales and disposals 182
Exchange rate differences 13
Impairments, closing balance -205 -113
Carrying amount 3910 2165

Individual structural components are deemed to have useful lives of between 12 and
25 years. The residual value is deemed to be zero. The depreciable amount is recognised

linearly in profit or loss during the useful life. Land is deemed to have an indefinite useful

life and therefore is not depreciated.
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(31 Other assets

(335 Financial liabilities for which the
customers bear the investment risk

2011 2010 1/1/2010
Security settlement claims* 3705 1361 4884 2011 2010 1/1/2010
Other** 3826 7250 4922 Valuation category, fair value
Total 7531 8611 9806 through profit or loss
Gross, security settlement claims 5969 9856 6951 Other
* Recognised on the balance sheet according to current netting rules. Investment contracts, unit-linked 86 566 94153 78300
** Includes credit impairment reserve of SEK 79m (108) in the Group related primarily Investment contracts, life 9883 6835 1832
to accounts receivable. Property taken over to protect claims amounted to SEK 54m Total 96449 100988 80132
(30) in the Group.
(G322 Prepaid expenses and accrued income (36 Debt securities in issue
2011 2010  1/1/2010 20LL 2010  1/1/2010
Accrued interest income 7027 5076 5232  Valuation category, other
Other 1344 1249 1489 financial liabilities
Total 8371 6325 6721 Commercial papers 116 041 11532 62780
Covered bonds 427 029 304617 143991
Change in value due to hedge accounting
at fair value 11033 153
(333 Amounts owed to credit institutions Other interest-bearing bond loans 113669 190842 211786
Change in value due to hedge accounting
2011 2010 1/1/2010 at fair value 1121 224 1990
Valuation category, loans and Other e 41 242
receivables Total 668 936 507 256 421 242
Swedish banks 49942 100886 132 443 Valuation category, fair value through
Swedish credit institutions 2486 2061 3422 Profitorioss
Foreign banks 6295 12479 76768 |ading
Foreign credit institutions 1629 1577 770 Commercial papers DERE 51423 28001
Total 117013 117003 213403 M€ Dl 20491 36424
*
Valuation category, fair value Other
through profit or loss Commercial papers 1420 19792
Trading Covered bonds 87 830 105752 197 229
Swedish banks 39 Other interest-bearing bond loans 218 175 532
Swedish banks, repurchase agreements 8326 2677 5730 Other 38
Swedish credit institutions, repurchased Total 112522 179261 282016
agreements 5411 5630 1335 Total 781 458 686 517 703 258
Foreign banks, repurchase agreements 8848 11456 11180 of which state-guaranteed 75568 156 045 242 275
Total 22585 19763 18 284 * nominal amount amounts to 99 349 111490 209705
Total 139598 136766 231687

(534 Deposits and borrowings from the public

Turnover of debt securities in issue is reported in note G3, Risks. During 2011 almost all
commercial paper was issued outside the trading operations.

(327 Short positions securities

2011 2010  1/1/2010
Valuation category, other
financial liabilities 2011 2010  1/1/2010
Deposits from Swedish public 380119 392301 356 145 Valuation category, fair value
Deposits from foreign public 130687 112830 121819 through profit or loss
Other 488 732 187 Trading
Total 511294 505 863 478151 Shares 1880 183 192
Valuation category, fair value Interest-bearing securities 28723 33996 40219
through profit or loss Total 30603 34179 40411
Trading of which own issued shares 107 62 48
Deposits from Swedish public, repurchase of which own issued interest-bearing
agreements 14318 17146 7689 securities 7591 1106 4292
Other*
Deposits from Swedish public 36084 11228 18584
Total 50402 28374 26273
Total 561 696 534 237 504 424
*nominal amount amounts to 35979 11269 18332
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(528 Pension provisions

Defined benefit pension plans are recognised in the consolidated balance sheet as a

Pension cost reported in income statement 2011 2010

provision and in the income statment as staff costs. The Group calculates provisions and -
costs for defined benefit pension obligations based on the obligations’ significance and Current service cost 611 513
assumptions related to future development. The fair value of plan assets is deducted Interest on pension obligations 567 569
from provisions. If the actual outcome deviates from the assumptions in the calculation Expected return on plan assets -510 _475
or if assumptions change, actuarial gains or losses arise. Actuarial gains and losses are Recoenised actuarial eains and losses 48 33
not recognised until the opening value exceeds 10 per cent of the greater value of either g 8
pension obligations or plan assets. The Group also reports a provision for payroll tax on Curtailments -40
the difference between the Group’s pension cost and the pension cost that serves as Settlements
the basis for the year's payroll tax calculation. Due to the difficulty in determining when Pension cost defined benefit pension
the Qifference is subject to an actuallpayroll tax payment, the provision is measured at plans 676 640
nommal'value. Nea'rly all gmployees in thg Swedish part of the Group avre covered bY the Premiums paid for defined contribution
BTP defined benefit pension plan (a multi-employer occupational pension for Swedish pension plans 140 210
banks). The pension plan means that employees are guaranteed a certain lifetime -
pension corresponding to a specific percentage of their salary and comprising primarily Payroll tax and tax on return on pension
retirement pension, disability pension and survivor’s pension. The pension plan also assets 197 182
contains a supplementary retirement pension that is defined contribution rather than Total pension cost 1013 1042
defined benefit. For individuals who have been or are in executive positions, there are
complementary individual defined benefit pension obligations. The Group’s pension obli- Changes in funded defined
gations are funded mainly through the purchase of occupational pension insurance from benefit pension plans 2011 2010
insurance entities, though also through pension funds. In addition, there is a smaller - —
defined benefit pension plan for employees in the Norwegian subsidiary, First Securities Opening obligations 16 286 15146
ASA. The plan's closing pension liability at the end of the year was SEK 52m (69). Plan Current service cost 611 513
assets amounted to SEK 37m (44). The amount is reported below together with the Interest on pension obligations 567 569
Swedish pension plan. The Grouplhas no other defined benefit pIar)s. Actuarial gains and losses, net 91 551

The 2011 result reflects reductions and settlements. The reductions relate to the pensi " c34 268
effects that have arisen since the Group committed as part of a redundancy programme enspn payments - -
to reduce the number of employees. Because the measures are of a one-time nature and Curtailments -40
the reduction in the number of employees will exceed the normal employee turnover, Settlements -87
Ehe e;fect on the Elension debtis recolgn[;s;d immidiately. Agum?er téf;nddiv}_tljuatljdeﬁned Exchange rate differences 1 -5

enefit pension obligations were settled during the year and replaced by define - -

L o o ) ) . I | 1671 16 2
contribution obligations. In addition, the defined benefit pension debt and related plan Closing obligations e 6286
assets have been settled for approximately one third of the individuals covered by the
Norwegian plan. Changes in plan assets 2011 2010

Opening fair value 12680 11740

2 2010 1/1/2010 Expected return on plan assets 510 475

Provisions for pensions 1260 1341 1400 Actuarial gains and losses, net 249 258
Deferred payroll tax for pension provisions 302 321 335 Contributions 757 698
Total 1562 1662 1735 Pension payments -534 -488

Settlements -79
Amount reported in balance sheet for defined Exchange rate differences -3
benefit pension plans 2011 2010 1/1/2010 " -

Closing fair value 13583 12680
Funded pension obligations 16713 16286 15146
Fair value of plan assets ~13583 -12680 ~11 740 The actual return on plan assets amounted to SEK 759m (733). The Group expects to

contribute approximately SEK 750m (700) in 2012 to fund defined benefit pension

Total - - 3130 3606 3406 plans. Closing plan assets include bank balances in Swedbank AB of SEK 797m (370) and
Unrecognised actuarial net loss -1870 -2265 -2006  interest-bearing securities issued by the Group of SEK 46m (43).
Provisions for pensions 1260 1341 1400
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Unrecognised actuarial net loss 2011 2010
Opening actuarial net loss 2 265 2 006
Pension obligations

Actuarial net loss for the year due to changed

assumptions 183 715
Actuarial net gain for the year based on

experience -273 -164
Actuarial net loss recognised in the income

statement -48 -33
Settlements -8

Plan assets

Actuarial net gain for the year based on expe-

rience -249 -258
Exchange rate differences -1
Closing actuarial net loss 1870 2265
Corridor rule 2012 2011 2010
Opening actuarial loss, net 1870 2265 2006
Limits on coridor 1671 1629 1515
Surplus 199 636 492
Expected average remaining working lives of

employees 15yrs 14 yrs 15yrs
Actuarial gains and losses recognised in profit

or loss 13 46 33
Actuarial assumptions, per cent 2011 2010
Discount rate, 1 January 3.50 3.75
Discount rate, 31 December 3.45 3.50
Projected return on plan assets 4,00 4.00
Future annual salary increases, 1 January 4,00 4,00
Future annual salary increases, 31 December 4.00 4.00
Future annual pension indexation/inflation 2.00 2.00
Future annual changes in income base amount,

1 January 3.00 3.00
Future annual changes in income base amount,

31 December 3.00 3.00
Employees who choose early retirement option 20.00 20.00
Employee turnover 3.50 3.50

When the cost of defined benefit pension plans is calculated, future assumptions are
required for factors that affect the size of future pension payments. The discount rate
is the interest rate used to discount the value of future payments. The interest rate is
based on a market rate of interest with remaining maturities and currencies matched
to those of the pension obligations. A decrease in the discount rate of 0.25 percentage
points would increase the pension provision by approximately SEK 787m (715) and
the pension cost by SEK 23m (24). If the increase results in an actuarial loss above the
corridor limit, an actuarial loss of SEK 56m (51) is recognised. Assets allocated to fund
pension obligations are invested in various financial instruments. The expected return
on plan assets reflects the projected average annual return these financial instruments
are expected to have through maturity. The assumption is based on the combination of
financial instruments that should be available and is calculated after deductions for ex-
penses and tax on returns. At year-end 12 per cent (28) of the assets were invested in
equities and 88 per cent (72) in fixed income securities. The calculation of the projected
return, which is recognised through profit or loss, also takes into account changes in
the assets due to contributions and pension payments during the year. Future annual
salary increases reflect projected future salary increases as an aggregate effect of both
contractual wage increases and wage drift. The final benefits under BTP are determined
on the basis of different income base amounts.Therefore, the future change in the
income base amount has to be taken into account. Annual pension indexation also has
to be determined, since indexation historically has always been necessary. BTP gives
employees the option to choose a slightly earlier retirement age than normal in ex-
change for a slightly lower level of benefit. Since this option is totally voluntary on the
part of the employee, an assumption is made for the actual outcome. Early retirements
jointly agreed to by the employer and employee are recognised as they arise rather than
estimated among actuarial assumptions. The assumption of the remaining lifetime of
beneficiaries is updated annually.

History 2011 2010 2009 2008 2007 2006
Funded pension obligations 16713 16 286 15146 15243 15018 13691
Fair value of plan assets -13583 -12680 -11740 -10798 -10380 -10213
Total 3130 3606 3 406 4445 4638 3478
Actuarial net gain (+)/ net loss (-) for the year based on experience

Pension obligations 273 164 696 396 -6 175
Plan assets 249 258 155 -324 -581 -124
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(539 Insurance provisions

Life insurance Non-life insurance Total
2011 2010 1/1/2010 2011 2010 1/1/2010 2011 2010 1/1/2010
Opening balance 1990 4029 3627 110 131 107 2100 4160 3734
Provisions 665 739 733 170 185 237 835 924 970
Payments -865 -2541 -309 -176 -191 -212 -1041 -2732 -521
Exchange rate differences -14 -237 -22 -1 -15 -1 -15 -252 -23
Closing balance 1776 1990 4029 103 110 131 1879 2100 4160

Provisions for insurance contracts

The Group makes provisions for the insurance contracts or parts of contracts where
significant insurance risks are transferred from the policyholder to the Group. Insurance
risks are different than financial risks and mean that the Group compensates the
policyholder if a specified uncertain future event has a negative impact on the
policyholder. The Group is compensated through premiums received from policyholders.

(G40 Other liabilities and provisions

Provisions are made for established claims and correspond to the amount that will be
paid out. Provisions are also made for claims that have not yet been reported. A
statistical assessment of anticipated claims based on previous years’ experience with
each type of insurance contract is used as a basis for the amount of the provision.
Assumptions are made with regard to interest rates, sickness, mortality and expenses.

(G472 Subordinated liabilities

2011 2010 1/1/2010 2011 2010 1/1/2010
Security settlement liabilities* 3059 5007 763 Valuation category, other financial
Other liabilities 10000 8618 11056 liabilities
Provisions for guarantees 206 311 204 Subordinated loans 10034 17273 23551
Other provisions 44 14 113 Change in the value due to hedge
Total 13309 13950 12136 accounting at fair value 355 567 885
Gross, security settlement liabilities 5323 7613 2830 Total subordinated loans 01259 17840 24436
Undated subordinated loans 8244 8940 12961
* Recognised on the balance sheet according to current netting rules. of which Tier 1 capital contribution 6801 6915 9218
Change in the value due to hedge
accounting at fair value 898 407 586
G4 1 d d d . Total undated subordinated loans 9142 9347 13547
Accrued expenses and prepaid income Tora TE Nl 00 o0

2011 2010 1/1/2010
Accrued interest expenses 14650 11773 11069
Other 3963 3301 3331
Total 18612 15074 14 400
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G4 3 Equity

2011 2010  1/1/2010 Preference shares
Restricted equity Number of shares 2011 2010 1/1/2010
Share capital, ordinary shares 20269 19999 19739 Number of shares authorized, issued
Share capital, preference shares 4082 4352 4612 and fully paid 194400060 207266738 219636594
Share capital, C-shares 32 Repurchased shares -3415641
Statutory reserve 9334 9848 9749 Associate’s holdings in shares -549900 -516 000 -816 000
Other reserve 15222 9439 10108 Number of outstanding shares 190434 519 206 750738 218820594
Total 48939 43638 44208 Opening balance 206 750 738 218820 594
Non-restricted equity Conversion to A shares -12866678 -12369856
Currency translation from foreign opera- Repurchased shares -3415641
tions -2253 -2 246 216 Associate’s acquisition of shares -33900
Cash flow hedges 268 -44 -755 Associate’s disposal of shares 300000
Share premium reserve 13118 13083 13083 Closing balance 190434 519 206 750738
Retained earnings 37921 40 466 32918 The quote value per share is SEK 21.
Total 49054 51259 45462 During 2008 holders of ordinary shares in Swedbank AB were offered the opportunity
Non-controlling interest 140 138 304 to subscribe for 257 686 706 preference shares at a price of SEK 48 per share. Holders
Total equity 98133 95035 89974 of preference shares have preference to an annual, non-cumulative dividend of up to

Changes in equity for the period and the distribution according to IFRS are indicated in
the statement of changes in equity. Swedbank AB can issue three classes of shares:
ordinary shares, preference shares and C shares. The ordinary shares and preference
shares carry one vote each. The C shares carry one tenth of one vote each. The pre-
ference shares and ordinary shares are eligible for dividends. Treasury shares are not
eligible for dividends.

Ordinary shares

Number of shares 2011 2010 1/1/2010
Number of shares authorized, issued

and fully paid 965190117 952323439 939953583
Repurchased shares -57 168814

Associate’s holdings in shares -600 000 -600000 -300000

Number of outstanding shares 907 421 303 951 723439 939653583

Opening balance 951 723 439 939653583

Conversion from preference shares 12866678 12369856
Repurchased shares -57 168814
Associate’s acquisition of shares -300000

SEK 4.80 per preference share, provided that the AGM resolves to pay a dividend. If a
higher dividend is declared on the ordinary shares, the equivalent dividend will also be
paid on preference shares. In February and August of each year, starting in August 2009,
holders of preference shares may request to convert their preference shares to ordinary
shares. The request must pertain to the shareholder’s entire holding. If the shareholder
previously has not requested a conversion, all their preference shares outstanding will
be converted to ordinary shares in the month immediately after the month in which the
AGM is held in 2013. Preference shares carry the same voting rights as ordinary shares.

Cshares

Number of shares 2011 2010 1/1/2010

Number of shares authorized, issued

and fully paid 1500000
Repurchased shares -1 500000
Number of outstanding shares

Opening balance

Issued 1500000
Repurchased shares -1 500000

Closing balance

Closing balance 907 421 303 951723439

The quote value per share is SEK 21.

(44 Fair value of financial instruments

Carrying amounts and fair values of financial instruments
A comparison between the carrying amount and fair value of the Group’s financial as-
sets and financial liabilities according to the definition in IAS 39 is presented below.

Determination of fair values of financial instruments

When the Group determines fair value for financial instruments different methods are
used depending on the grade of observable market data. The methods are divided in
three different levels. Fair value for financial instruments that are classified to level 1 is
determined based on quoted market prices on an active market. Fair value for financial
instruments that are classified as level 2 is determined based on observable market
data. When interest-related and currency-related derivatives, lending and deposits are
measured at fair value future cash flows from the financial instruments are discounted.
Used interest yield in the discounting is based on observable market data, i.e. derived
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The quote value per share is SEK 21.

On 5 May 2011 Swedbank AB issued 1 500 000 shares of a new class, C shares, through
a directed issue. The new shares were issued to ensure the share-related compensa-
tion programmes offered to employees. The shares, with a quota value of SEK 21, were
issued at SEK 21 per share. All shares were repurchased immediately by Swedbank AB.
The C shares held by the parent company can be converted to ordinary shares if resolved
by the Board of Directors. Holders of C shares are not eligible for dividends.

from quoted market rates for each maturity in which the cash flows will be received or
paid. The measurement of options is done according to generally accepted valuation
models, such as Black & Scholes. The models are updated with for the measurement
observable market data for, among other things, interest rates, currency rates, credit
risks, volatilities, correlations and market liquidity. For OTC derivatives where the coun-
terparty risk is not settled with cash collateral, a market value adjustment is made at
the portfolio level (according to the method for CVA adjustment). Fair value for financial
instruments that are classified as level 3 is also determined mainly based on observable
market data, but there are inputs from own assumptions that are viewed as significant
for the measurement.

For variable-rate lending and deposits, the carrying amount is assessed to coincide
with the fair value. The carrying amounts and fair values coincide for the most part
because of the large share of financial instruments recognised at fair value.



2011 2010 1/1/2010
Carrying Carrying Carrying
Fair value amount Difference Fair value amount Difference Fair value amount Difference
Assets
Financial assets covered by IAS 39
Cash and balances with central banks 164 307 164307 17 109 17 109 37879 37879
Treasury bills etc. 25810 25853 -43 34900 34924 -24 88724 88724
of which fair value through profit or loss 24611 24611 33658 33658 87 563 87 563
of which held to maturity 1199 1242 -43 1242 1266 -24 1161 1161
Loans to credit institutions 97195 97195 166417 166417 92131 92131
of which loans receivables 64726 64726 125866 125866 71245 71245
of which fair value through profit or loss 32469 32469 40551 40551 20886 20886
Loans to the public 1213660 1211454 2206 1185826 1187226 -1400 1292807 1290667 2140
of which loan receivables 704978 702772 2206 640 095 641435 -1400 657 546 655 406 2140
of which fair value through profit or loss 508682 508682 545731 545731 635261 635261
Bonds and interest-bearing securities 112370 112458 -88 96 597 96 652 -55 82214 81891 323
of which fair value through profit or loss 109758 109 758 92141 92141 74243 74243
of which investments held to maturity 2612 2700 -88 4456 4511 -55 7971 7648 323
Financial assets for which the customers bear the
investment risk 95747 95 747 100628 100628 78194 78194
Shares and participating interest 2015 2015 6181 6181 9505 9505
of which fair value through profit or loss 1951 1951 6124 6124 9456 9456
of which available for sale 64 64 57 57 49 49
Derivatives 103 726 103 726 65051 65051 72969 72969
Other financial assets 14357 14357 13687 13687 15038 15038
Total 1829187 1827112 2075 1686396 1687875 -1479 1769461 1766998 2463
Investment in associates 3111 3111 2710 2710 2740 2740
Non-financial assets 26842 26842 25096 25096 24 949 24949
Total 1859140 1857065 2075 1714202 1715681 -1479 1797150 1794687 2463
2011 2010 1/1/2010
Carrying Carrying Carrying
Fair value amount Difference Fair value amount Difference Fair value amount Difference
Liabilities
Financial liabilities covered by IAS 39
Amounts owed to credit institutions 139611 139598 13 136770 136766 4 231687 231687
of which other financial liabilities 117026 117013 13 117007 117003 4 213403 213403
of which fair value through profit or loss 22585 22585 19763 19763 18284 18284
Deposits and borrowings from the public 561 698 561 696 2 534237 534237 504 424 504 424
of which other financial liabilities 511296 511294 2 505863 505863 478151 478151
of which fair value through profit or loss 50402 50402 28374 28374 26273 26273
Debt securities inissue 782753 781458 1295 687 451 686517 934 704336 703258 1078
of which other financial liabilities 670231 668936 1295 508190 507 256 934 422 320 421242 1078
of which fair value through profit or loss 112522 112522 179261 179261 282016 282016
Financial liabilities for which the customers bear the
investment risk 96 449 96 449 100988 100988 80132 80132
Subordinated liabilities 20788 19531 1257 25845 27187 -1342 37983 37983
of which other financial liabilities 20788 19531 1257 25845 27187 -1342 37983 37983
Derivatives 90484 90484 65935 65935 72172 72172
Short position securities 30603 30603 34179 34179 40411 40411
of which fair value through profit or loss 30603 30603 34179 34179 40411 40411
Other financial liabilities 27 709 27709 25397 25397 22888 22888
Total 1750095 1747528 2567 1610802 1611206 -404 1694033 1692955 1078
Non-financial liabilities 11404 11404 9440 9440 11758 11758
Total 1761499 1758932 2567 1620242 1620646 -404 1705791 1704713 1078
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Financial instruments recognised at fair value
Following tables describe fair values divided on the three different valuation levels for
financial instruments that are recognised at fair value.

Level 1 contains primarily stocks, fund shares, bonds, treasury bills, commercial paper
and standardised derivatives, where the quoted price is used in the valuation. Securities
inissue that are traded on an active market are included in this category as well.

Level 2 contains primarily less liquid bonds, loans to the public, deposits, liabilities
in the insurance operations whose value is directly linked to certain asset values and
derivatives measured on the basis of observable prices. For less liquid bond holdings, an
adjustment is made for the credit spread based on observable market inputs such as the
market for credit derivatives. For loans to the public where there are no observable mar-
ket inputs for credit margins at the time of measurement, the credit margin of the last
transaction executed with the same counterparty is used. This includes the majority of
mortgage lending and certain other fixed-rate lending in Retail at fair value. Securities
in issue that are not quoted but measured according to quoted prices for similar quoted
bonds are also included in Level 2.

Level 3 contains primarily corporate bonds and securities in issue. For corporate
bonds where there is no observable quote for the credit spread in question, a reasonable
assumption is used, such as a comparison with similar counterparties where there is an
observable quote for the credit spread. An increase in the assumed credit spread with 10
bp would lead to a negative impact with SEK 1m.

When valuation models are used to determine fair value for financial instrument
in level 3, the consideration that has been paid or received is assessed to be the best
evidence of fair value at initial recognition. Because it is possible that a difference could

arise between this fair value and the fair value calculated at that time in the valuation
model, so called day 1- profit or loss, the Group adjusts the valuation models to avoid
such differences. As of year-end there were no cumulative differences not recognised
through profit or loss.

During the year there were no significant transfers of financial instruments between
valuation level 1 and 2, despite the turbulence on the financial markets.

The change in the value of loans to the public, measured according the fair value
option, attributable to changes in credit risk amounted to SEK -31m (-101) during the
period and is recognised as a credit impairment. Accumulated value changes of that kind
amounted to SEK -117m (-125). The amount is determined as the difference between
current estimated creditworthiness and estimated creditworthiness of the borrower at
lending date. Other changes in fair value are considered to be attributable to changes in
market risks.

The change in the value of securities in issue in level 2 that are measured according
to fair value option attributable to changes in own credit worthiness amounted to SEK
44m (-85) during the period. The value change is recognised in net gains and losses
on financial items at fair value. Accumulated changes amounted to SEK 31m (-13).

The change due to Swedbank's own credit risk has been determined by calculating the
difference in value based on current prices from external dealers for Swedbank’s own
credit risk in its own unquoted issues and the value based on prices for its own credit
risk for its own unquoted issues on the origination date.

The table shows financial instruments measured at fair value as per 31 December

2011 distributed by valuation level.

2011

Level 1 Level 2 Level 3 Total
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc 24402 209 24611
Loans to credit institutions 160 32309 32469
Loans to the public 508682 508682
Bonds and interest-bearing securities 80606 28762 390 109758
Shares and participating interest 1768 112 71 1951
Financial assets for which the customers bear the investment risk 95 747 95747
Derivatives 337/ 103389 103726
Total 203020 673 463 461 876 944
Liabilities
Amounts owed to credit institutions 22585 22585
Deposits and borrowings from the public 50402 50402
Debt securities in issue 79709 32813 112522
Financial liabilities for which the customers bear the investment risk 96 449 96 449
Derivatives 619 89865 90 484
Sold, not held, securities 30603 30603
Total 110931 292114 403 045

2010

Level 1 Level 2 Level 3 Total
Assets
Treasury bills and other bills eligible for refinancing with central banks, etc 33658 33658
Loans to credit institutions 6 40 545 40551
Loans to the public 24 545 707 545731
Bonds and interest-bearing securities 69126 22324 691 92141
Shares and participating interest 5801 323 6124
Financial assets for which the customers bear the investment risk 100628 100628
Derivatives 2997 62 054 65051
Total 212 240 670953 691 883 884
Liabilities
Amounts owed to credit institutions 19763 19763
Deposits and borrowings from the public 28374 28374
Debt securities in issue 72880 106 381 179261
Financial liabilities for which the customers bear the investment risk 100988 100988
Derivatives 3615 62311 9 65935
Sold, not held, securities 34162 17 34179
Total 110657 317834 9 428 500
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2011

Changes in level 3 Assets Liabilities
Opening balance 691 9
Purchase for the year 71
Sales/maturities during the year -204 -3
Transferred from Level 3
Gains or loss -97 -6
of which in profit or loss -97 -6
Closing balance 461
Total recognised result in Net gains and losses on financial items at fair value -97 -6
of which financial instruments held on closing day -102
2010
Changes in level 3 Assets Liabilities
Opening balance 670 41
Purchase for the year 37
Sales/maturities during the year -14
Transferred from Level 3 -48 -75
Gains or loss 46 43
of which in profit or loss 46 43
Closing balance 691 9
Total recognised result in Net gains and losses on financial items at fair value 46 43
of which financial instruments held on closing day 15 7

(545 Reclassification of financial assets

Swedbank chose as of 1 July 2008 to reclassify certain interest-bearing securities which,
owing to extraordinary market conditions, had become illiquid. Market conditions at

the time were distinguished by extreme turbulence, a shortage of liquidity and a lack of
guoted prices on active markets. The holdings listed in the table below were reclassified
from trading to the category held to maturity since the instruments are no longer held
for trading purposes. Instead, management intends and is able to hold them to maturity.
Financial instruments in the category held for trading are recognised at fair value with
changes in value recognised through profit or loss. Financial instruments in the category

held to maturity are recognised at amortised cost less impairments. No impairments
were needed as of 31 December 2011, which means that all contractual cash flows
are expected to be received. Of the holdings listed below, Residential Mortgage Backed
Securities (RMBS) and Commercial Mortgage Backed Securities (CMBS) account for 80
per cent of the exposure, while the remaining 20 per cent consists of a bond issued by
companies controlled by the US government.

2011 2010 2009 2008 30/6/2008
Carrying amount 2365 4287 7203 8138 7376
Nominal amount 2375 4332 7306 8328 7558
Fair value 2269 4140 6872 7988 7376
Gains/loss recognised through profit or loss -187
Gains/loss that would be recognised through profit or loss if the asses were not reclassified -95 -147 -332 -150 -187
Effective interest rate on day of reclassification, % 5.62
Recognised interest income after reclassification 60 70 185 160

SEK -187m and SEK -150m relate to the first and second half of 2008, respectively.

Nominal amounts and carrying amounts are affected by changes in exchange rates. Carrying amounts are also affected by the allocations of discounts in accordance with the

effective interest method.
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(46 Specification of adjustments for
non-cash items in operation activities

(48 Assets pledged, contingent liabilities
and commitments

2011 2010 Assets pledged
n — Assets pledged for own liabilities 2011 2010 1/1/2010
Amortised origination fees -538 498
Unrealised changes in value/currency changes -1324 630 Government securities and bonds pledged
: - - with the Riksbank 16424 27 926
Capital gains on sales of associates 3
Capital gains/losses on property and equipment -87 -2 Government securities and bonds pledged
pita’e property quip with foreign central banks 1458 3611
Undistributed share of equity in associates -731 -441 o
— — — Government securities and bonds pledged
Depreciation and impairment of tangible fixed assets for liabilities credit institutions 13612 17759 12126
including repossessed leased assets 816 1183 o
Government securities and bonds pledged
Amortisation and impairment of goodwill and other for deposits from the public 20816 17 146 6635
intangible fixed assets 2286 404 -
Government securities and bonds pledged
Credit impairment -1548 3370 for derivatives
Changes to provisions for insurance contracts -180 -1994 Loans pledged for securities in issue * 673410 640207 610456
Prepaid expenses and accrued income -2 050 288 Financial assets pledged for investment
Accrued expenses and prepaid income 3364 1039 contracts 94971 99475 80 647
Other -25 -9 Cash 11650 12038 9065
Total -17 4969 Total 832341 790236 746 856
The carrying amount of liabilities for which assets are pledged amounted to
SEK 693 300m (563 284) for the Group in 2011.
H . * The pledge is defined as the borrower’s nominal debt including accrued interest.*
(347 Dividend paid and proposed pleds s
2011 2010
Other assets pledged 2011 2010 1/1/2010
SEK per SEK per -
Ordinary shares share Total share Total Security loans 1817 521 593
Dividend paid 510 2000 Government securities and bonds pledged
Proposed dividend =30 4813 510 000 for other commitments 1262 1079 1742
Cash 274 274 265
- 2010 Total 3353 1874 2 600
SEK per SEK per Companies in the Group regularly pledge financial assets as collateral for their
Preference shares share total share Total obligations to central banks, stock exchanges, central securities depositories, clearing
Dividend paid 480 995 organisations and other institutions with similar or closely related functions, as well as
— . toinsurance policyholders. The transactions can be made by one or more of companies
Proposed dividend 530 1012 4.80 995

Preference shares have a preferential right to the dividend for 2011 corresponding to
SEK 4.80 per share (4.80). The Board of Directors recommends that shareholders receive
a dividend of SEK 5.30 per common share (2.10) and SEK 5.30 per preference share
(4.80) in 2012 for the financial year 2011, corresponding to SEK 5 825m.
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in the Group depending on the operations of each company. These financial assets are
recognised as assets pledged. Companies in the Group also participate in arrangements
that are not pledges, but where financial assets are used for similar purposes. Such
financial assets are also recognised as assets pledged. One example of assets pledged is
when financial assets of a certain value are transferred to counterparties in derivatives
to offset their credit risk vis-a-vis the Group. Another example involves certain transfers
of financial assets that the Group is obligated to repurchase, so-called repos. A third
example is that certain types of credit can be included in the cover pool for covered
bonds and thereby give preferential rights to the assets to investors who hold such
bonds. Because of the pledges and other arrangements mentioned above, the value of
the financial assets in question cannot be utilised in any other way as long as the pledge
or arrangement remains in effect. The transactions are made on commercial terms.

Contingent liabilities

Nominal amount 2011 2010 1/1/2010
Loan guarantees 7135 7742 12457
Other guarantees 13862 15415 16 504
Accepted and endorsed notes 106 171 227
Letters of credit granted but not utilised 2813 1672 1878
Other contingent liabilities 335 321 349
Total 24251 25321 31415
Provision for anticipated credit impair-

ments -206 -311 -224
Commitments

Nominal amount 2011 2010 1/1/2010
Loans granted but not paid 116 559 114920 126190
Overdraft facilities granted but not

utilised 63400 60462 55932
Total 185959 175382 182122

The nominal amount of interest-, equity- and currency-related contracts is shown in
note G27 Derivatives.



(G49 Operational leasing

The agreements relate mainly to premises in which the Group is the lessee. The terms of
the agreements comply with customary practices and include clauses on inflation and
property tax. The combined amount of future minimum lease payments that relate to
non-cancellable agreements is allocated on the due dates as follows.

(51 Change in ownership interest
in subsidiary

On 30 November 2010 Swedbank AB acquired the non-controlling interest in First

Securities AS.

The Group’s equity has due to the transaction been

) affected as follow: 2010
2011 Expenses Income subleasing Total
Non-controlling interest, carrying amount, 49 %,
2012 &5 22 B before the acquisition 124
2013 S Al 2ol Non-controlling interest, carrying amount, O %, after
2014 304 69 235 acquisition 0
2015 243 67 176 Change in retained earnings attributable to sharhol-
2016 125 125 ders of Swedbank AB -497
2017 92 92
2018 88 88 Cost, cash 621
2019 88 88 Cashflow 621
2020 16 16
2021 or later 13 13
Total 2113 205 1908 . . .
(G52 Discontinued operations
) Profit from discontinued operations 2011
2010 Expenses Income subleasing Total
2011 765 22 743 'Encome ;9
2012 566 36 530 OXpe”S'ES - - i
2013 461 48 413 Tperat'”g profit
2014 275 24 251 axﬁe_xpf’ensi
2015 = > e2d zmﬁt f'Jr the vea'r d ibutabl he sharehold f Swed -
016 114 114 rofit for the period attributable to the shareholders of Swed-
bank AB 3
2017 77 77 Minority
2018 75 75
2019 70 70
Assets classified as held for sale 2011
2020 or later
Total 2632 135 2497 Non-current tangible assets 122
Other assets 128
Total assets 250
(G50 Business combinations o
Liabilities classified as held for sale 2011
Business combinations refer to acquisitions of businesses in which the parent Amounts owed to credit institutions 20
directly or indirectly obtai trol of th ired busi .
company directly or indirectly obtains control of the acquired business. Other liabilities 77
Business combinations in 2011 Total liabilities 97

FR&R Invest IGA SA within Swedbank's subgroup Swedbank FR&R Invest acquired 84
per cent of the Alita group. The acquisition, which related to the shares in Jmoniy grupe
ALITA, was settled in cash.

Carried in the

Carried in the Group acquired entity on
on acquisition date  acquisition date

Assets 243 277
Liabilities 240 240
Subsidiary’s net assets 3 37
Purchase price paid in cash 2

Cash flow

Acquired cash and cash equivalents

in subsidiary
Cash paid -2
Net -2

From the acquisition date the acquired company contributed SEK 4m to profit for 2011.
The acquired company would have contributed approximately the same amount to profit
for 2011 if it had been acquired at the beginning of the financial year. Since the acquired
company is available for sale and will be sold as soon as possible, its result is recognised
in the income statement on the line discounted operations.

Discontinued operations refer to the operations of the subsidiary Jmoniy grupé ALITA
and its group. The Alita group was acquired exclusively to be resold. The holding is
available for sale and shall be sold. The Alita group manufactures mainly alcoholic
beverages. Its operations are in Lithuania with around 250 employees.

(353 Related parties and other significant
relationships

Other related
Associates parties
Assets 2011 2010 2011 2010
Loans to credit institutions 8347 8497
Loans to the public 1606 1466
Bonds and other interest-bearing securities 200
Derivatives 2
Other assets 9 9 89
Prepaid expenses and accrued income 3
Total assets 9967 10172 89
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Other related

Associates parties

Liabilities 2011 2010 2011 2010
Amount owed to credit institutions 3775 3054

Deposits and borrowing from the public 1133 36 797 970
Debt securities in issue, etc. 1598 3600

Derivatives 1

Other liabilities 85

Accrued expenses and prepaid income 79 127

Total liabilities 6671 6817 797 970

Contingent liabilities

Guarantees 150 123

Derivatives, nominal amount 2435

Income and expenses

Interest income 576 151

Interest expenses 140 105 20 10
Dividends received 35 42

Commission income 32 20

Commission expenses 286 300

Other income 293 129

Other general administrative expenses 23

Associates
Investments in associates are specified in note G26.

During the year the Group has provided capital injections of SEK 15m (5). As of 31
December associates have issued guarantees and pledged assets of SEK 314m (115) on
behalf of Swedbank.

The Group has sold services to associates that are not credit institutions primarily in
the form of the development of products and systems and some marketing. The Group’s
expenses to, and purchases of services from, associates that are not credit institutions
mainly consist of payment services and cash management.

The partly owned banks that are associates sell products that are provided by the
Group and receive commissions for servicing the products. The co-operation between
the partly owned banks and Swedbank is governed by the agreement described in the
section, Other significant relationships. Fars & Frosta Sparbank AB holds 3 833 000
shares in Swedbank AB. The Group's portion of these shares has reduced equity by
SEK 62m in the consolidated statements.

Joint ventures

The Group’s holding in EnterCard is a joint venture. EnterCard issues debit and credit
cards in Sweden and Norway for Swedbank's customers. Swedbank AB finances
EnterCard's corresponding holding. The Group’s holding in Sparbanken Rekarne

ABiis also a joint venture. Its relationship with the bank is described below under Other
significant relationships.

Key persons
Disclosures regarding Board members and the Group Executive Committees can be
found in note G12 Staff costs.

Other related parties
Swedbank’s pension funds and Sparinstitutens Pensionskassa secure employees’ post-
employment benefits. They rely on Swedbank for traditional banking services.

Other significant relationships

Swedbank has a close co-operation with the savings banks in Sweden. The co-
operation between Swedbank and the 62 savings banks, including five of Swedbank’s
partly owned banks, is governed by a master agreement to which a number of other
agreements are attached regarding specific activities. On 1 July 2011 a new six-year
agreement entered into force. The new agreement, like the previous one, presumes
that the savings banks have a certain basic offering of services and products as well as
access to competency in certain areas. Two small savings banks currently do not fulfill
the requirements. These savings banks have instead signed clearing agreements with
Swedbank.
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Through the co-operation, Swedbank’s Swedish customers gain access to a nationwide
network. At the same time the savings banks and partly owned banks are able to offer
the products and services of Swedbank and its subsidiaries to their customers. Together,
the savings banks and partly owned banks account for about 30 per cent of the Group’s
product sales in the Swedish market. In addition to marketing and product issues, a close
co-operation exists in a number of administrative areas. Swedbank is the clearing bank
for the savings banks and partly owned banks and provides a wide range of IT services.
The co-operation also offers the possibility to distribute development costs over a larger
business volume.

The savings banks, savings bank foundations and partly owned banks together
represent one of the largest shareholder groups in Swedbank, with a total of 10.1 per
cent (9.7)of the voting rights.

Swedbank has 17.5 per cent of the voting rights in the non-profit association, the
Swedish Savings Banks Academy. The Group has no loans to the association, nor has it
issued any guarantees or pledged assets for the benefit of the association.

(G54 Sensitivity analysis

Change 2011 2010
Net interest income, 12 months?
Increased interest rates + 1 % point 1311 1413
Decreased interest rates - 1% point -1409 -1730
Change in value?
Market interest rate + 1 % point -434 -213
- 1% point 257 -49
Stock prices +10% 15 16
-10% 6 5
Exchange rates +5% 49 60
-5% -39 91
Other
Stock market performance +/-10% +/-268  +/-287
Staff changes +/- 100 persons +/-59 +/-51
Payroll changes +/-1 % point +/-86 +/-85
Impaired loans® +/- 1 SEK bn +/-45 +/-40
Credit impairment ratio +/- 0,1 % point +/-1309 +/-1354

Y The calculation is based on the assumption that market interest rates rise (fall) by one
percentage point and thereafter remain at this level for one year and that the consoli-
dated balance sheet remains essentially unchanged during the period. The calculation
also presumes that deposit rates are slow moving in connection with changes in
market rates, which better reflects actual conditions.

2 The calculation refers to the immediate effect on profit of each scenario for the
Group's interest rate positions at fair value and its equity and currency positions.

3 Refers to the effect on net commission income from a change in value of Swedbank
Robur’s equity funds.

4 The interest rate for the calculation in 2011is 4.50 per cent (4.00).

(555 Events after 31 December 2011

The Board of Directors has resolved to withdraw its previous capital target of a long-
term core Tier 1 capital ratio of at least 10 per cent as well as at least 13 per cent until
2013. The Board will decide on a new capital target when the regulatory environment
is considered more stable. The executive management is of the view that the Group
currently needs a long-term core Tier 1 capital ratio of 13.5 to 14.5 per cent as a result
of the proposed Swedish capital adequacy requirements.
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Income statement, parent company

SEKm Note 2011 2010
Interest income 26419 24428
Interest expenses -16822 -17094
Net interest income 5 9597 7334
Dividends received 6 5003 6230
Commission income 5831 6149
Commission expenses -1241 -1314
Net commissions 7 4590 4835
Net gains and losses on financial items at fair value 8 -102 1182
Other income 9 2118 1333
Total income 21206 20914
Staff costs 10 6852 6 540
Other general administrative expenses 11 4621 4785
Total general administrative expenses 11473 11325

Depreciation/amortisation and impairments of tangible

and intangible fixed assets 12 350 350
Total expenses 11823 11675
Profit before impairments 91383 9239
Credit impairments 13 -8 -11
Impairments of financial fixed assets 14 137 394
Operating profit 9254 8856
Appropriations 15 1867 -10
Tax expense 16 1629 1794
Profit for the year 5758 7072
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Statement of comprehensive income,
parent company

SEKm Note 2011 2010
Profit for the period reported via income statement 5758 7072
Cash flow hedges

Gains/losses arising during the period -97 -214

Reclassification adjustments to income statement, net interest income 345 806
Income tax relating to components of other comprehensive income 17 -65 -155
Other comprehensive income for the period, net of tax 183 437
Total comprehensive income for the period 5941 7 509
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Balance sheet, parent company

SEKm Note 2011 2010 1/1/2010
Assets

Cash and balances with central banks 154392 4702 19238
Treasury bills and other bills eligible for refinancing with central banks, etc. 18 21429 25539 76 866
Loans to credit institutions 19 325896 478941 464 458
Loans to the public 20 342394 324662 413350
Bonds and other interest-bearing securities 21 115101 130657 185985
Shares and participating interests 22 1392 5306 5227
Investments in associates 23 1166 1168 1271
Investments in Group entities 24 58153 48833 44 492
Derivatives 25 119320 80325 80438
Intangible fixed assets 26 742 882 1034
Tangible assets 27 431 450 528
Current tax assets 2017 1075 665
Deferred tax assets 16 196 349
Other assets 28 5014 7563 5918
Prepaid expenses and accrued income 29 7731 8205 11038
Total assets 1155178 1118504 1310857

Liabilities and equity

Liabilities

Amounts owed to credit institutions 30 200430 190710 339875
Deposits and borrowings from the public 31 459720 437870 394 054
Debt securites in issue 32 251764 273819 340929
Derivatives 25 111752 72639 82460
Current tax liabilities 539 758 1091
Deferred tax liabilities 16 41

Other liabilities 33 40191 43630 50431
Accrued expenses and prepaid income 34 5372 4647 5060
Provisions 35 113 206 772
Subordinated liabilities 36 19833 27661 37151
Total liabilities 1089 755 1051940 1251823
Untaxed reserves 37 2672 805 816
Equity 38

Share capital 24383 24351 24351
Other funds 6489 6489 6489
Retained earnings 31879 34919 27378
Total equity 62 751 65759 58218
Total liabilities and equity 1155178 1118504 1310857
Pledged asstes, contingent liablilities and commitments 42

The balance sheet and income statement will be adopted at the Annual General Meeting on 27 March 2012.

Swedbank Annual Report 2011



Statement of changes in equity,
parent company

Share premium Statutory Cash flow Retained
SEKm Share capital reserve reserve hedges earnings Total
Opening balance 1 January 2010 24351 13083 6489 -743 15038 58218
Share based payments to employees 32 32
Total comprehensive income for the year 437 7072 7 509
of which through the Profit and loss acount 7072 7072
of which through other comprehensive income for the year before tax 592 592
of which tax through other comprehensive income for the year -155 -155
Closing balance 31 December 2010 24351 13083 6489 -306 22142 65759
Opening balance 1 January 2011 24351 13083 6489 -306 22142 65759
Dividend -2995 -2995
New rights issue 32 32
Reversal of VAT costs incurred on rights issue 2009 35 35
Repurchased shares -6180 -6180
Share based payments to employees 159 159
Total comprehensive income for the year 183 5758 5941
of which through the Profit and loss acount 5758 5758
of which through other comprehensive income for the year before tax 248 248
of which tax through other comprehensive income for the year -65 -65
Closing balance 31 December 2011 24383 13118 6489 -123 18 884 62751

Swedbank Annual Report 2011



FINANCIAL STATEMENTS, PARENT COMPANY

Statement of cash flow, parent company

SEKm Note 2011 2010

Operating activities

Operating profit 9254 8856
Adjustments for non-cash items in operating activities 41 -1531 926
Taxes paid -2 553 -2383
Increase/decrease in loans to credit institution 153084 -44 961
Increase/decrease in loans to the public -17480 75081
Increase/decrease in holdings of securities for trading 14842 100464
Increase/decrease in deposits and borrowings from the public including retail bonds 19719 26516
Increase/decrease in amounts owed to credit institutions 9720 -142875
Increase/decrease in other assets -39525 -984
Increase/decrease in other liabilities 35807 -9933
Cash flow from operating activities 181 337 10707

Investing activities

Acquistiton of/contribution to Group entities and associates -14297 -5097
Disposal of/repayment from Group entities and associates 4844 140
Acquisition of other fixed assets and strategic financial assets -182 -121
Disposals of other fixed assets and strategic financial assets 12321 52828
Dividends and Group contributions received 3425 1261
Cash flow from investing activities 6111 49011

Financing activities

Issuance of interest-bearing securities 20490 27025
Redemption of interest-bearing securities -106 254 -72180
Issuance of certificates etc. 317698 252177
Redemption of certifcates etc. -260 549 -281276
Dividend paid -2995
New rights issue 32
Repurchased shares -6180
Cash flow from financing activities -37758 -74 254
Cash flow for the year 149 690 -14 536
Cash and cash equivalents at the beginning of the year 4702 19238
Cash flow for the year 149690 -14536
Cash and cash equivalents at end of the year 154 392 4702
Comments on the consolidated cash flow statement Investing activities
The cash flow statement shows receipts and payments during the year as well as cash Investing activities consist of acquisitions and disposals of strategic financial assets,
and cash equivalents at the beginning and end of the year. The cash flow statement contributions to subsidiaries and associates, and other fixed assets.In 2011 Swedbank
is reported using the indirect method and is divided into receipts and payments from AS, Latvia, was acquired for SEK 7 376m and Swedbank AB, Lithuania, for SEK 6 383m
operating activities, investing activities and financing activities. from Swedbank AS, Estonia. Also, SEK 413m in new shares was issued to the subsidiary
First Securities AS. Contributions were paid to the subsidiaries Swedbank First Securi-
Operating activities ties LLC of SEK 48m, FR & R Invest AB of SEK 35m and Swedbank Franchise AB of SEK
Cash flow from operating activities is based on operating profit for the year. Adjust- 13m. In addition, contributions were paid to the associate Bankernas Automatbolag AB
ments are made for items not included in cash flow from operating activities. Changesin  of SEK 12m. During the year the subsidiary Swedbank AS, Estonia, repaid SEK 4 831m
assets and liabilities from operating activities consist of items which are part of normal of its share capital.
business activities, such as loans to and deposits and borrowings from the public and
credit institutions, and which are not attributable to investing and financing activities. Cash and cash equivalents
Cash flow includes interest receipts of SEK 26 782m (27 154) and interest payments of Cash and cash equivalents consist of cash and balances with central banks, which cor-
SEK 16 779m (16 524). Capitalised interest is included. responds to the balance sheet item Cash and balances with central banks. Cash and cash

equivalents are defined according to IAS 7, and do not correspond to what the Group
consider as liguidity.
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Notes

NOTES, PARENT COMPANY

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

Accounting policies

BASIS OF ACCOUNTING

As arule, the Parent Company follows IFRS and the accounting principles applied in

the consolidated financial statements, as reported on pages 76-84. In addition, the
Parent Company is required to consider and prepare its annual report in accordance
with the Annual Accounts Act for Credit Institutions and Securities Companies, the
regulations and general advice of the Swedish Financial Supervisory Authority FFFS
2008:25 and recommendation RFR 2 Reporting for Legal Entities issued by the Swedish
Financial Reporting Board. The Parent Company’s annual report is therefore prepared

in accordance with IFRS to the extent the standards are compatible with the Annual
Accounts Act for Credit Institutions and Securities Companies, RFR 2 and the Swedish
Financial Supervisory Authority regulations. The most significant differences in principle
between the Parent Company’s accounting and the Group'’s accounting policies relate to
the recognition of:

* The currency component in currency hedges of investments in foreign subsidiaries and
associates

* Associates

* Goodwill and internally generated intangible assets

« Untaxed reserves and Group contributions, and

* Operating segments.

The headings in the financial statements follow the Annual Accounts Act for Credit
Institutions and Securities Companies and the Swedish Financial Supervisory Authority
regulations, due to which they differ in certain cases from the headings in the Group’s
accounts.

CHANGES IN ACCOUNTING POLICIES

The parent company previously presented derivative interest as interest income or in-
terest expense depending on whether the contracts’ net interest was positive or nega-
tive. As of 2011 interest for derivatives used to hedge funding is presented as interest
expense, regardless of whether the contracts’ net interest was positive or negative. The
aim is to better illustrate the actual interest expense for Swedbank’s funding after tak-
ing into account financial hedges. Other derivative interest, pure trading derivatives and
derivatives that hedge assets are recognised as interest income. Comparative figures
have been restated; see the table below. The revision affects both interest income and
interest expenses, but not net interest income in its entirety. Comparative figures have
been restated; see the table below.

New reporting Previous reporting

of interest of interest
P5, Net interest income 2010 2010
Derivatives -293 5923
Total assets/interests 18212 24428
Derivatives -2789 3427
Total liabilities/interests 10878 17 094
Total net interest income 7334 7334

SIGNIFICANT DIFFERENCES IN THE PARENT COMPANY’S ACCOUNTING
POLICIES COMPARED WITH THE GROUP’S ACCOUNTING POLICIES

Hedging of net investment in foreign operations
The currency component of liabilities that constitute currency hedges of net invest-
ments in foreign subsidiaries and associates is valued in the Parent Company at cost.

Investments in associates

Investments in associates are recognised in the Parent Company at cost less any
impairment. All dividends received are recognised through profit and loss in Dividends
received.

Investments in subsidiaries

Investments in subsidiaries are recognised according to the acquisition cost method. In
case of an indication of value decrease the investment’s value is tested for impairment.
When the Group value is lower than carrying amount, impairment is recognised. All
dividends received are recognised through profit and loss in Dividends received.

Intangible assets

The Parent Company amortises goodwill systematically based on estimated useful life.
All expenditures, including for development, which are attributable to internally gener-
ated intangible assets are expensed through profit and loss.

Pensions

The Parent Company recognises pension expenses in accordance with the Act on Safe-
guarding Pension Benefits, which means that defined benefit pension plans are also
recognised as defined contribution plans. Premiums paid to defined contribution plans
are expensed when an employee has rendered his/her services.

Untaxed reserves and Group contributions

Due to the connection between reporting and taxation, the deferred tax liability
attributable to untaxed reserves is not recognised separately in the Parent Company.
The reserves are therefore recognised in their gross amounts in the balance sheet and
income statement. Group contributions received are recognised through profit and loss
in Dividends received.

Operating segments
The Parent Company does not provide segment information, since the information is
provided for the Group. A geographical distribution of revenue is provided, however.
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7 Risks

Swedbank’s risk management is described in note G3. Specific information on the parent company’s risks is presented in the following tables.

Credit risks

Impaired, past due and restructured loans 2011 2010 Provisions 2011 2010

Impaired loans Opening balance 1976 2533

Carrying amount before provisions 1702 2054 New provisions 396 301

Provisions 1078 1288 Utilisation of previous provisions -213 -344

Carrying amount after provisions 625 766 Portfolio provisions for loans that are not impaired -240 -156
Group adjustments -199 -323

Share of impaired loans, net % 0,15 0,16 Change in exchange rates -100 -35

Share of impaired loans, gross % 0,40 043 Closing balance 1620 1976
Total provision ratio for impaired loans, % (Including

Carrying amount of impaired loans that returned portfolio provision in relation to loans that individually are

to a status as normal during the period 948 146 assessed as impaired) 99 9%
Provision ratio for individually assessed impaired loans, % 63 63

Past due loans that are not impaired

Valuation category, loans and receivables

. Concentration risk 2011 2010

Loans with past due amount,

5-30days 52 117 Number 3 1

31-60 days 149 199 Exposures > 20 % of the capital base

more than 60 days 21 24 Exposures between 10 % and 20 % of the capital base 35289 10045

Total 222 340 Total 35289 10 045

Loans which were restructured during the period Usage of the 800 % limit, % 48 12

and which are not impaired or past due

Carrying amount before restructuring 758 316 Collateral that can be sold or pledged even if the counterparty

Carrying amount after restructuring 591 314  fulfills its contractual obligations

Impaired loans are those for which it is likely that payments will not be fulfilled in accor-
dance with the terms of the contract. A loan is not impaired if there is collateral which
covers capital, interest and payment for any delays by a satisfactory margin. Provisions
for impaired loans as well as other elements of lending where losses have occurred but
individual claims have not yet been identified are specified below. Loss events include
non-payments or delayed payments where it is likely the borrower will go into bankrup-
tcy and domestic or local economic conditions that are tied to non-payments, such as
declines in asset values. The carrying amount of impaired loans largely corresponds to
the value of collateral in cases where collateral exists. Restructured loans refer to loans
where a change has been made to the terms of the contract as a result of the client’s
reduced ability to pay.
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When it grants repos, the parent company receives securities that can be sold or pled-
ged. The fair value of these securities corresponds to the carrying amount of the repos.
The parent company also receives collateral in the form of securities that can be sold or
pledged for derivatives and other exposures. The fair value of such collateral as of year-
end amounted to SEK 428m (0). None of this collateral has been sold or pledged.



NOTES, PARENT COMPANY

In the summary of maturities, undiscounted contractual cash flows are distributed on the basis of remaining maturities until the agreed time of maturity. For lending to the
public, amortising loans are distributed based on the amortisation schedule. Liabilities whose repayment date may depend on various options,have been distributed based on
the earliest date on which repayment could be demanded. Differences between nominal amount and carrying amount, undiscounted cash flows, are reported together with
items without an agreed maturity date where the anticipated realisation date has not been determined in the column, No maturity/discount effect.

Undiscounted contractual cash flows

Payable on No maturity/
Remaining maturity 2011 demand <3 mths. 3 mths.—1yr 1-5yrs 5-10yrs >10yrs discount effect Total
Assets
Cash and balances with central banks 154392 154392
Treasury bills and other bills eligible for refinancing with
central banks 1061 693 9253 3652 1906 4864 21429
Loans to credit institutions 4875 134241 101096 83824 1464 396 325896
Loans to the public 30137 93837 37 395 93716 35503 51806 342394
Bonds and other interest-bearing securities 17849 23291 68018 2260 499 3184 115101
Shares and participating interests 60711 60711
Derivatives 22544 23948 69 354 10314 4489 -11329 119320
Intangible fixed assets 742 742
Tangible assets 431 431
Other assets 8971 3357 36 2398 14762
Total 189 404 278503 189 780 324201 53193 59 096 61001 1155178
Liabilities
Amounts owed to credit institutions 57 566 131713 6227 4924 200430
Deposits and borrowings from the public 362 645 76953 15579 4539 4 459720
Debt securities in issue 113 266 54173 81896 205 2224 251764
Derivatives 22527 22370 61730 8784 2697 -6356 111752
Other liabilities 42021 3016 126 3765 48928
Subordinated liabilities 10239 8231 1363 19833
Equity 62751 62751
Total 420211 386 480 101 365 153215 19232 10928 63747 1155178

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

Undiscounted contractual cash flows

Payable on No maturity/
Remaining maturity 2010 demand <3 mths. 3 mths.—-1yr 1-5yrs 5-10yrs >10yrs discount effect Total
Assets
Cash and balances with central banks 4702 4702
Treasury bills and other bills eligible for refinancing with
central banks 7869 4223 3527 5365 1266 3289 25539
Loans to credit institutions 41050 254283 68002 113142 1861 603 478941
Loans to the public 30873 86 053 28076 95908 30413 53339 324662
Bonds and other interest-bearing securities 9247 29346 84923 4514 2627 130657
Shares and participating interests 55307 55307
Derivatives 22253 17412 25343 3563 753 11001 80325
Intangible fixed assets 882 882
Tangible assets 450 450
Other assets 10929 2684 3426 17039
Total 76 625 390634 149743 322843 45716 55961 76982 1118504
Liabilities
Amounts owed to credit institutions 55116 108458 19324 7812 190710
Deposits and borrowings from the public 380 066 44373 8603 4789 16 23 437870
Debt securities in issue 81794 74143 114650 160 3072 273819
Derivatives 19711 17189 29 366 7492 1759 -2878 72639
Other liabilities 44703 3300 144 1899 50046
Subordinated liabilities 17 364 8942 1355 27 661
Equity 65759 65759
Total 435182 299039 122 559 156 761 25032 10724 69207 1118504

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

Debt securities in issue

Turnover during the year 2011 2010 Turnover during the year 2011 2010
Commercial papers with state guarantee Other interest-bearing bond loans

Opening balance 52 642 Opening balance 34328 32137
Repaid -52 642 Issued 16 649 23281
Closing balance Repurchased -4427

Other commercial papers Repaid -7933 -18378
Opening balance 62 955 38139 Change in market values -2 706
Issued 317 698 252177 Change in exchange rates -59 -3418
Repaid -258641  -226901 Closing balance 38556 34328
Change in market values -11 3 Structured products

Change in exchange rates -1907 -463 Opening balance 20491 36 424
Closing balance 120 094 62 955 Issued 3842 3745
Bond loans with state guarantee Repurchased -4 896
Opening balance 156 045 181 588 Repaid -7 349 -15999
Repurchased -13262 Change in market values 562 1217
Repaid -67 326 -14035 Closing balance 17 546 20491
Change in market values -101 341 Total debt securities in issue 251 764 273819
Change in exchange rates 212 -11849

Closing balance 75568 156 045

Market risks

Interest risks

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

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

2011 < 3 mths. 3-6 mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5 yrs 5-10yrs >10yrs Total
SEK -13 -28 -262 522 -31 74 11 31 -51
Foreign currency -22 -13 19 -13 35 -22 -23 -4 84
Total -35 -41 -243 509 4 52 -12 27 33
In the table above, part of deposits frm the public that are payable on demand have been assigned a fixed interest period of between 2 and 3 years.

of which financial instruments measured at fair value through profit or loss

SEK 19 76 -175 -94 -31 34 -32 S| -493
Foreign currency 32 60 62 -4 47 -3 45 338
Total 51 136 -113 -98 16 31 -32 76 -155
2010 < 3 mths. 3-6 mths. 6-12 mths. 1-2yrs 2-3yrs 3-4yrs 4-5yrs 5-10yrs >10yrs Total
SEK -92 -221 -254 1242 -15 -161 -90 23 205
Foreign currency 120 28 -4 59 12 64 -64 20 130
Total 28 -193 -258 1301 -3 -97 -154 43 335
In the table above, part of deposits frm the public that are payable on demand have been assigned a fixed interest period of between 2 and 3 years.

of which financial instruments measured at fair value through profit or loss

SEK 5 -52 114 -7 -18 -161 -89 23 -174
Foreign currency 90 74 97 116 15 69 -48 20 262
Total 95 22 211 109 -3 -92 -137 43 88
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Currency risks

Currency distribution

NOTES, PARENT COMPANY

2011 SEK EUR usb GBP LvVL LTL RUB UAH Other Total
Assets

Cash and balances with central banks 2133 100852 46 496 2 4909 154392
Loans to credit institutions 270249 35377 17 229 45 25 3 129 2839 325896
Loans to the public 255015 22451 36 449 1268 2010 550 4 24647 342394
Interest-bearing securities 103 069 20355 6209 6897 136530
Other assets, not distributed 195 966 195966
Total 826432 179035 106383 1315 2035 553 133 39292 1155178
Liabilities

Amounts owed to credit institutions 130339 32626 32317 346 377 46 235 4144 200430
Deposits and borrowings from the public 423014 10100 17772 1434 46 2 55 7296 459719
Debt securities in issue and subordinated

liabilities 55295 82769 112390 11655 9488 271597
Other liabilities, not distributed 160681 160681
Equity 62751 62751
Total 832080 125495 162479 13435 423 48 290 20928 1155178
Other assets and liabilities,

including positions in derivatives -41652 56091 12103 2046 -4542 144 1400 -18364

Net position in currency 11888 -5 -17 3658 -4037 -13 1400 12874
Currency distribution

2010 SEK EUR usb GBP EEK LvVL LTL RUB UAH Other Total
Assets

Cash and balances with central banks 2491 152 10 4 2045 4702
Loans to credit institutions 342 253 111507 22944 51 69 3 253 1861 478941
Loans to the public 248 546 23468 28623 707 1184 297 62 21775 324662
Interest-bearing securities 130574 12801 2863 9959 156197
Other assets, not distributed 154002 154002
Total 877866 147928 54 440 762 1253 300 315 35640 1118504
Liabilities

Amounts owed to credit institutions 116344 39583 28077 572 6134 190710
Deposits and borrowings from the public 414290 8328 7967 563 143 6579 437870
Debt securities in issue and subordinated

liabilities 79437 97504 102579 5477 16 484 301481
Other liabilities, not distributed 122684 122684
Equity 65759 65759
Total 798514 145415 138623 6612 143 29197 1118504
Other assets and liabilities,

including positions in derivatives -18500 84 282 5935 27600 -1243 -297 151 975 -6443

Net position in currency -15987 99 85 27600 9 3 323 975 13107
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NOTES, PARENT COMPANY

Capital adequacy analysis

Swedbank’s legal capital requirement is currently based on the transitions rules. The
transition rules state that the minimum capital requirement may not fall below 80 per
cent of the requirement according to the Basel 1 rules. The transition rules have been
prolonged and their expiry date are not yet decided.

Capital adequacy 2011 2010
Capital base 73744 85170
Capital requirement 29201 32779
Capital surplus or deficit 44 543 52391
Capital quotient 2.53 2.60
Risk-weighted amount 365013 409 740
Tier 1 capital ratio, % 178 16.7
Capital adequacy ratio, % 20.2 208
Capital base 2011 2010
Tier 1 capital 65074 68 386
Tier 2 capital 11572 19685

of which, perpetual subordinated loans 1589 2431
Total Tier 1 and Tier 2 captial 76 646 88071
Shareholdings deducted* -2902 -2901
Total 73744 85170

* Companies where deductions for capital base are brought are
Sparia Férsdkrings AB and Swedbank Forsakring AB.

Capital requirement 2011 2010
Credit risks 26048 28733
Market risks 1049 1583
Operational risks 2104 2463
Total 29201 32779
Capital requirement for credit risks 2011 2010
Credit risks according to the standardised approach 8436 9032
Credit risks according to IRB 17612 19701
of which institutional exposures 1372 1736
of which corporate exposures 14015 15350
of which retail exposures 2032 2128
of which securitisation 15 33
of which non-credit-obligation asset exposures 178 454
Total 26 048 28733
Capital requirement for market risks 2011 2010
Interest-rate risks 934 738
of which for specific risk 359 587
of which for general risk 575 151
Equity risk 171 39
of which for specific risk
of which for general risk 171 39
Currency risk in trading book 104 74
Commodity risk 1 2
Total capital requirement for risks in trading book* 889 853
of which stressed VaR** 366
Currency rate risk outside trading book 160 730
Total 1049 1583

Tier 1 capital 2011 2010
Equity attributable to the shareholders according to
balance sheet in annual report 62751 65759
Proposed dividend -5825 -2995
74 per cent of accrual reserve 1921 535
Goodwill -566 -689
Other deductions
Deferred tax assets -196
Intangible assets -176 -192
Deduction internal risk classification, provisions surplus/
deficit -703 -1053
Cash flow hedges 124 307
Shareholdings deducted from Tier 1 capital* -5 -5
Tier 1 capital contribution** 7553 6915
Total Tier 1 capital 65074 68 386

* Company where deduction for Tier 1 capital is brought is BGC Holding.

** Tier 1 mainly comprises equity, with adjustments for certain assets that may
not be included and certain deductions. Tier 1 capital contributions are perpetual
debenture loans whose terms are such that they may be included after approval
from the Swedish Financial Supervisory Authority. The contributions’ preferential
rights are subordinate to all other deposits and lending. Interest payment is set in
accordance with the agreement, but may only occur if there are distributable funds.
The contribution is reported in the balance sheet as a liability. All tier 1 capital
contributions are based on transition rules according to FFFS 2010:10.

* The capital requirement for general interest-rate risk, equity risk and currency risk
in the trading-book are calculated in accordance with the VaR model. In 2010 the
distribution of risk (VaR) is based on additive allocation of the risk while in 2011
risks have been calculated for each risk type individually. In the new model the
diversification effect between different risk classes would result in a lower total risk

than the sum of the individual parts.

**Stressed VaR is a requirement in CRDIIl as from the end of December, 2011.

Capital requirement for operational risks 2011 2010
Trading and sales 500 691
Retail banking 1336 1433
Commercial banking 303 269
Payment and settlement 79 55
Agency services 14 15
Asset management -128

Total 2104 2463

The standard approach is used for calculating capital requirments for operational risk.

2011 2010
Exposure after Average risk Exposure after Average risk
Credit risks acording to IRB credit risk mitigation weight, % Capital requirement credit risk mitigation weight, % Capital requirement
Institutional exposures 133480 13 1372 152312 14 1736
Corporate exposures 305511 57 14015 281280 68 15350
Retail exposures 88 045 29 2032 94033 28 2128
Securitisations 1598 12 15 3535 12 33
Exposures without counterparties 2227 100 178 5686 100 454
Total 530861 41 17 612 536 846 46 19701
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NOTES, PARENT COMPANY

Geographical distribution of revenue

2011 Sweden Norway Denmark Finland USA Other Total
Interest income 24597 1052 45 52 587 87 26420
Dividends received 5003 5003
Commission income 5690 87 10 19 22 3 5831
Net gains or losses on financial items at fair value -124 -28 B 3 36 8 -102
Other income 1414 2 701 2117
Total income 36 580 1113 58 74 1346 98 39269
2010 Sweden Norway Denmark Finland USA Other Total
Interest income 21991 1918 35 27 423 34 24428
Dividends received 6230 6230
Commission income 6020 62 9 14 41 3 6149
Net gains or losses on financial items at fair value 1106 18 -1 57 3 1182
Other income 1332 1 1333
Total income 36679 1999 44 40 520 40 39322

The geographical distribution has been allocated to the country where the business was carried out.

Net interest income

2011 2010
Average annual Average annual
Average balance Interestrate  interest rate, % Average balance Interest rate  interest rate, %
Loans to credit institutions 451746 9313 2.06 517 860 6988 1.35
Loans to the public 317639 12923 407 356527 8379 2.35
Interest-bearing securities 122 341 3807 3.11 205292 3032 1.48
Total interest-bearing assets 891 726 26 043 2.92 1079679 18 399 1.70
Derivatives 92815 271 95607 -293
Other assets 116031 105 76720 106
Total assets 1100572 26419 2.40 1252 006 18212 1.95
Amounts owed to credit institutions 185637 2100 113 296629 1553 052
Deposits and borrowings from the public 448010 6702 1.50 416538 2295 0.55
of which deposit guarantee fees 252 213
Debt securities in issue 269627 6947 2.58 304 326 8242 271
of which commissions for funding with state guarantee 1163 1584
Subordinated liabilities 22531 1248 5.54 32302 1405 435
Interest-bearing liabilities 925 805 16 997 1.84 1049795 13495 1.29
Derivatives 87 005 -561 89595 -2789
Other liabilities 23596 386 51089 172
of which stability fee 334 147
Total liabilities 1 036 406 16 822 1.62 1190479 10878 1.44
Equity 64166 61527
Total liabilities and equity 1100572 16 822 1.53 1252006 10878 1.37
Net interest income 9597 7334
Net interest margin 0.87 0.59
Interest income impaired loans 31 21
Interest income on financial assets at amortised cost 17 608 15785
Interest expenses on financial liabilities at amortised cost 13819 12722
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NOTES, PARENT COMPANY

Dividends received Net gains and losses on financial
2011 2010 items at fair value
Shares and participating interests 337 382 2011 2010
Investments in associates 35 42

Valuation category, fair value through profit or loss

Investments in Group entities* 4631 5806 Trading and derivatives
Total 5003 6230 Shares and related derivatives 389 542
" of which, through Group contributions 23% 3427 Interest-bearing instruments and related derivatives -1271 -526
Total -882 16
Other financial instruments
Net commissions Shares and related derivatives 33
Loans 23 -198
Commission income 2011 2010 Financial liabilities -91 289
Payment processing 1679 1836 Total -35 91
Asset management 1472 1537 Hedge accounting at fair value
Life insurance 544 549 Hedging instruments -406 -335
Brokerage 305 363 Hedged item 446 564
Other securities 106 187 Total 40 229
Corporate finance 20 46 Financial liabilities valued at amortised cost -61 120
Lending 467 451 Change in exchange rates 836 726
Guarantee 123 184 Total -102 1182
Cards 519 497
Deposits 65 63
Non-life insurance 37 37 ,
Other commission income 494 399 Other Income
Total 5831 6149
2011 2010
Sale of residual claim against Lehman Brothers
Commercial Papers in bankruptcy 716
Commission expenses 2011 2010 T services 1106 1074
Payment processing -564 -639 Other operating income 296 259
Asset management -58 -51 Total 2118 1333
Life insurance -4 -4
Other securities -317 -378
Lending and guarantees =55) -65
Cards -114 -97
Other commission expenses -125 -80
Total -1241 -1314
Net commissions 2011 2010
Payment processing 1115 1197
Asset management 1414 1486
Life insurance 540 545
Brokerage 305 363
Other securities -211 -191
Corporate finance 20 46
Lending 408 386
Guarantee 123 184
Cards 405 400
Deposits 65 63
Non-life insurance 37 37
Other commission income 369 319
Total 4590 4835
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NOTES, PARENT COMPANY

Staff costs
Total staff costs e 2010 Boa_rd members, President, EVPs, current and former and
Salaries and remuneration 4151 3984 equivalent employees 2011 2010
Compensation through shares in Swedbank AB 99 25 Costs during the year for pensions and similar benefits 22 23
Social insurance charges 1372 1320 No. of persons 12 13
Pension costs 966 987 Granted loans, SEKm 75 80
Training costs 85 67 No. of persons 15 17
Other staff costs 179 157
Total 6852 6 540 Distribution by gender 2011 2010
of which variable staff costs 183 201 % Female Male Female Male
of which personnel redundancy costs 296 111 All employees 54 46 55 45
Directors 40 60 50 50
Variable costs 2011 2010 Other senior executives, incl.
Program 2010 President 40 60 33 67
Recognised expense for compensation that is settled with ) ) ) ) ) ) .
shares in Swedbank AB 16 25 For more information on remuneration to senior executives and variable remuneration
- - programmes, see note G12.
Recognised expense for social charges 5 8
Recognised expense for cash settled compensation -39 115
Recognised expense for payroll overhead costs related to .. .
the cash settled compensation -18 61 Other general administrative expenses
Program 2011
. . . . 2011 2010
Recognised expense for compensation that is settled with
shares in Swedbank AB 82 Rents, etc. 820 840
Recognised expense for social charges 26 IT expenses 1384 1288
Recognised expense for cash settled compensation 71 Telecommunications, postage 150 158
Recognised expense for payroll overhead costs related to Consulting and outside services 809 946
the cash settled compensation 40 Travel 152 148
Total recognised expense 183 209 Entertainment 40 42
Office supplies 175 211
Number of p_erformance rights that establish the recognised Advertising, public relations, marketing 233 215
expens, millions
- — - Security transports, alarm systems 384 378
Outstanding at the beginning of the period 1,0 Maintenance 141 154
AHOte.d 2 10 Other administrative expenses 261 277
Forfeited - - Other operating expenses 72 128
Outstanding at the end of the period 3,7 1,0 Total 4621 4785
Exercisable at the end of the period
Weighted average fair value per performance right at R tion to Audit ected by A G |
emuneration to Auditors elected by Annual Genera
measurment date, SEK 111 102 Meeting, Deloitte AB 2011 2010
Statutory audit 17 16
2011 Board of directors, President, Vice Presi- Other em- Other audit g 5
dent and other senior executives ployees
Other 3
Salaries and
Number of other re- Salaries and Total 25 21
Compensations persons munerations Variable pay variable pay Total Internal Audit 47 52
Sweden 24 56 4053 4109
Denmark 17 17
Norway 42 42 D 4 / A g f bl
DA = > epreciation/amortisation ot tangible
Fiand e e assets and intangible fixed assets
h tri 14 14
Other countries Depreciation/amortisation 2011 2010
Total 24 56 4194 4250
Equipment 197 192
2010 Board of directors, President, Vice Presi- Other em- Owner-occupied properties L 1
dent and other senior executives ployees Intangible fixed assets 152 157
Salaries and Total 350 350
Number of other re- Salaries and
Compensations persons munerations Variable pay variable pay Total
Sweden 22 61 3841 3902
Denmark 20 20
Norway 31 31
USA 14 14
Finland 32 32
Other countries 10 10
Total 22 61 3948 4009
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NOTES, PARENT COMPANY

Credit |mpa|rments ADDI’ODI’IatIOﬂS
2011 2010 Untaxed reserves 2011 2010
Provisions for loans that individually are assessed Accelerated depreciation, equipment -8 -10
as impaired Tax allocation reserve 1875
Provisions 387 299 Total 1867 -10
Reversal of previous provisions -240 -156
Provision for homogenous groups of impaired loans, net 9 2
Total 156 145
Portfolio provisions for loans that individually are TaX
not assessed as impaired -199 -323
Write-offs Tax expense 2011 2010
Established losses 460 734 Tax related to previous years -28 13
Utilisation of previous provisions -213 -344 Current tax 1492 1784
Recoveries -33 -139 Deferred tax 165 -3
Total 214 251 Total 1629 1794
Credit impairments for contingent liabilities and
other credit risk exposures -179 -84
Credit impairments -8 -11 2011 2010
SEKm per cent SEKm per cent
Credit impairments by valuation category Results 1629 220 1794 20.2
Loans and receivables -12 -63 26.3% of pre-tax profit 1943 26.3 2332 26.3
Fair value through profit or loss 4 58 Difference 314 43 538 6.1
Total -8 -11 The difference consists of
Credit impairments by borrower category the following items
Credit institutions -37 -32 Tax previous years 28 0.4 -13 -0.1
General public 29 21 Tax -exempt income/non-deductible
Total -8 -11 expenses -36 -05 -16 -0.2
Non-taxable dividends 648 8.8 685 7.7
Non-deductible goodwill impairment -32 -04 -32 -04
: . . : Tax-exempt capital gains and
Impairments of financial fixed assets appreciation in value of shares
and participating interests 8 01 5 0.1
2011 2010 Standard income tax allocation
Investments in Group entities reserve — = -0.1 -4 -01
Ektornet AB, Stockholm 149 222 Nondeductible impairment of
- - financial fixed assets -40 -06 -87 -09
Nordic Foodservice Investment, Stockholm 1 — - -
Deviating tax rates in other countries -257 -34
OAO Swedbank, Moskva 492
; " Other, net -1
Swedbank First Securities LLC, New York 23 19
- " Total 314 4.3 538 6.1
Swedbank Juristbyrd AB, Stockholm 3
Swedbank Féretagsformedling AB, Stockholm 4
Total 172 741
- - 2011 Other com-
Investments in associates Deferred tax assets Opening Income prehensive Exchangerate  Closing
Rosengard Invest AB, Malmd 4 and tax liabilities balance statement income differences  balance
Bankernas Automatbolag AB, Stockholm 13 Deductible temporary
Total 17 differences
Loans comprising net investment Cash flow hedges 109 -65 44
1SC Swedbank, Kiev _51 _347 Provisions for pensions 91 24 115
Total 51 -347 Other -4 -189 -7 -200
Total 138 394 Total 196 -165 -65 -7 -41
2010 Other com-
Opening Income prehensive Exchangerate Closing
Deferred tax assets balance statement income  differences balance
Deductible temporary
differences
Cash flow hedges 265 -156 109
Provisions for pensions 89 2 91
Other -5 1 -4
Total 349 3 -156 196
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Tax for each component in other comprehensive income

NOTES, PARENT COMPANY

2011 2010
Pre-tax Deferred  Net-of-tax Pre-tax Deferred  Net-of-tax
amount tax amount amount tax amount
Cash flow hedges 248 -65 183 592 -155 437
Other comprehensive income 248 -65 183 592 -155 437

Treasury bills and other bills eligible for refinancing with central banks, etc.

Carrying amount

Amortised cost

Nominal amount

2011 2010 1/1/2010 2011 2010 1/1/2010 2011 2010 1/1/2010
Valuation category, fair value through
profit or loss
Trading
Swedish government 19240 23089 72864 17 164 22 864 72637 14426 19821 69913
Swedish municipalities 75 722 6 75 724 6 75 772 6
Foreign governments 19390 1700 3969 1938 1712 3969 1941 1678 3936
Other non-Swedish issuers 124 28 27 124 28 27 123 28 26
Total 21429 25539 76 866 19301 25328 76 639 16 565 22299 73881
Loans to credit institutions Loans to the public
2011 2010 1/1/2010 2011 2010 1/1/2010
Valuation category, loans and receivables Valuation category, loans and receivables
Swedish banks 45302 48903 37118 Swedish public 168953 161193 203760
Swedish credit institutions 181675 216333 181877 Foreign public 60 387 57714 70440
Swedish credit institutions, repurchase Total 229340 218907 274200
agreements 66 230 Valuation category, fair value through
Foreign banks 48 965 126233 114773 profit or loss
Foreign credit institutions 668 Trading
Total 275942 391469 400666 Swedish public 387 4
Valuation category, fair value through Swedish public, repurchase agreements 33500 35444 29829
profit or loss Foreign public 3882
Trading Foreign public, repurchase agreements 8883 5764 7347
Swedish banks, repurchase agreements 1130 1942 8564 Other
Swedish credit institutions 16731 45579 43330 Swedish public 70 284 64543 98 092
Swedish credit institutions, repurchase Total 113054 105 755 139150
agreements ] 14112 477 otal 342394 324662 413350
Foreign banks 548
Foreign banks, repurchase agreements 5726 25291 11421 The maximum credit risk exposure for lending measured at fair value corresponds to
Foreign credit institutions, repurchase the carrying amount.
agreements 18662
Total AEJEEL 87472 63732 Subordinated loans 2011 2010 1/1/2010
Total 325896 478941 464458
Other 308
Subordinated loans 2011 2010  1/1/2010 Total 308
Subsidiaries 1462 5930 6995
Associates 120 120 320
Other companies 57 57 62
Total 1639 6107 7377

Swedbank Annual Report 2011
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Bonds and other interest-bearing securities

Issued by other than public agencies Carrying amount Amortised cost Nominal amount
2011 2010 1/1/2010 2011 2010 1/1/2010 2011 2010 1/1/2010

Valuation category, fair value through profit or loss
Trading
Swedish mortgage institutions 74215 88333 76 064 73272 89165 75728 71471 85958 73941
Swedish financial entities 9267 6049 7280 9203 6060 7037 9162 6016 6784
Swedish non-financial entities 4465 4580 6318 4450 4567 6274 4403 4565 6313
Foreign financial entities 17175 13445 5054 17039 13258 5080 16921 13331 5072
Foreign non-financial entities 7507 3463 2131 7399 3364 2125 7421 3472 2145
Total 112629 115870 96 847 111363 116414 96 244 109378 113342 94 255
Valuation category, held to maturity*
Swedish mortgage institutions 10500 81819 10500 81819 10500 81819
Foreign mortgage institutions 1507 3335 6371 1507 3335 6371 1515 3364 6446
Foreign financial entities 965 952 948 964 952 948 967 967 976
Total 2472 14787 89138 2471 14787 89138 2482 14831 89 241
Total 115101 130657 185985 113834 131201 185382 111860 128173 183496

of which subordinated 200

of which listed 109581 124957 176 581

* The fair value of held-to-maturity investments amounted to SEK 2 377m (14 728). Carrying amount is below or corresponds with nominal amount for all securities.

Shares and participating interests

Carrying amount Cost

2011 2010 1/1/2010 2011 2010 1/1/2010
Valuation category, fair value through profit or loss
Trading
Trading stock 1052 5198 5055 1172 5064 5156
For protection of claims 2 103 2 103
Other
Credit institutions 244 24 25 217 25 27
Other shares 36 31 31 33
Total 1332 5255 5183 1420 5124 5286
Valuation category, available for sale
Condominiums 37 28 28 37 28 28
Other 23 23 16 23 23 16
Total 60 51 44 60 51 44
Total 1392 5306 5227 1480 5175 5330

of which unlisted 60 53 147

Unlisted holdings are valued at their last transaction price. Holdings in the valuation category available for sale have been estimated at acquisition cost, since a more reliable fair
value is not considered to be available.
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~ 7= Investments in associates

Fixed assets 2011 2010 1/1/2010
Credit institutions 1130 1130 1248
Other associates 36 38 23
Total 1166 1168 1271
Opening balance 1168 1271
Additions during the year 15 15
Disposals during the year -17 -118
Closing balance 1166 1168

Corporate identity
Corporate identity, domicile number Number  Carrying amount Cost Share of capital, %
Credit institutions
EnterCard Holding AB, Stockholm 556673-0585 3000 420 420 50.00
Fars & Frosta Sparbank AB, Lund 516401-0091 1478700 257 257 30.00
Sparbanken Rekarne AB, Eskilstuna 516401-9928 865 000 125 125 50.00
Swedbank Sjuhdrad AB, Boras 516401-9852 950 000 287 287 47.50
Vimmerby Sparbank AB, Vimmerby 516401-0174 340000 41 41 40.00
Total 1130 1130
Other associates
Bankernas Automatbolag AB, Stockholm 556817-3716 150 15 27 20.00
BDB Bankernas Depa AB, Stockholm 556695-3567 13000 3 7 20.00
BGC Holding AB, Stockholm 556607-0933 29177 11 11 29.18
Finansiell ID-Teknik BID AB, Stockholm 556630-4928 12735 24 28.30
Rosengard Invest AB, Malmg 556756-0528 5000 3 7 22.22
Upplysningscentralen, Stockholm 556137-5113 2000 20.00
Total 36 76
Total 1166 1206
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Investments in Group entities

Fixed assets 2011 2010 1/1/2010
Swedish credit institutions 14900 14898 14898
Foreign credit institutions 35423 26014 25633
Other entities 7830 7921 3961
Total 58153 48 833 44 492
Opening balance 48 833 44 492
Additions during the year 14335 5082
Impairments during the year -172 -741
Disposals during the year -4843
Closing balance 58153 48 833

Corporate identity
Corporate identity, domicile number Number Carrying amount Cost Share of capital, %
Swedish credit institutions
Swedbank Finans AB, Stockholm 556131-3395 345000 417 417 100
Swedbank Foretagskredit AB, Stockholm 556204-2340 200000 20 120 100
Swedbank Hypotek AB, Stockholm 556003-3283 23000000 14328 14328 100
Olands Bank AB, Borgholm 516401-0034 780000 135 135 60
Total 14900 15000
Foreign credit institutions
Swedbank AS, Tallinn 10060701 85000 000 18118 18118 100
Swedbank AS, Riga 40003074764 662 641270 7381 7381 100
Swedbank AB, Vilnius 112029651 164008 000 6387 6387 100
First Securities AS, Oslo 980645487 1575000 1350 1413 100
OAO Swedbank, Moskva 1027739131529 28000000 969 1460 100
JSC Swedbank, Kiev 19356840 544091614 703 1080 9858 100
Swedbank First Securities LLC, New York 20-416-7414 83 44 85 83
Swedbank (Luxembourg) S.A., Luxemburg 302018-5066 299999 94 139 100
Total 35423 44841
Other entities
Ektornet AB, Stockholm 556788-7152 5000 000 1286 1657 100
FR &R Invest AB, Stockholm 556815-3718 10000 000 45 45 100
FRIR RUS 000, Moskva 11107746962377 1 166 166 100
000 Leasing, Moskva 1047796412531 2 139 139 100
Mandab AB, Stockholm 556318-3119 500 5 230 100
Sparia Forsdkrings AB, Stockholm 516401-8631 30000 555 595 100
Swedbank Administration AB, Stockholm 556284-5387 10000 6 6 100
Swedbank BABS Holding AB, Stockholm 556691-3579 1000 56 56 100
Swedbank Franchise AB, Stockholm 556184-2120 1000 14 14 100
Swedbank Férsakring AB, Stockholm 516401-8292 150000 2347 2348 100
Swedbank Robur AB, Stockholm 556110-3895 10000 000 3210 3210 100
Other 1 19
Total 7830 8485
Total 58153 68326

The share of the voting rights in each entity corresponds to the share of its equity. All entities are unlisted.
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Derivatives

Nominal amount/
remaining contractual maturity

Nominal amount

Positive fair value

NOTES, PARENT COMPANY

Negative fair value

<1lyr. 1-5yrs. >5yrs. 2011 2010 1/1/2010 2011 2010 1/1/2010 2011 2010 1/1/2010

Derivatives in hedge accounting
Fair value hedges
Interest-rate-related contracts
Swaps 27086 28380 1381 56847 129667 110602 2974 2938 3910
Currency-related contracts
Swaps 9717 7724 1408 18848 23704 24385 1457 2048 351 1 790
Total 36803 36104 2789 75695 153371 134 987 4431 4986 4261 1 790
Cash flow hedges
Interest-rate-related contracts
Swaps 3696 1987 5683 9376 18801 112 328 798
Total 3696 1987 5683 9376 18801 112 328 798
Hedges of net investment in
foreign operations
Currency-related contracts
Swaps 915 6
Total 915 6
Other derivatives
Interest-rate-related contracts
Options held 506443 198090 61812 766345 1321217 828079 1931 1279 1034 1814 1264 776
Forward contracts 6170092 1594968 7765060 5636124 5186013 6776 4062 6252 6992 3849 5946
Swaps 716141 1749060 617631 3082832 2620086 2569878 69476 38471 54115 70465 40239 54931
Currency-related contracts
Options held 29901 207 30108 37715 33436 286 393 275 295 352 398
Forward contracts 1236341 17300 110 1253751 933474 745 865 16528 10304 9118 17038 12091 13283
Swaps 51464 391402 103115 545981 382 545 348565 21504 20478 5602 17351 15072 7330
Other 1518 1518 48
Equity-related contracts
Options held 171410 95157 5428 271995 96618 169318 1375 2234 3155 834 1650 1574
Forward contracts 458 2 460 483 296 3 3 4 23 10 12
Swaps 3919 2214 747 6880 7750 273 1005 140 679
Total 8887687 4048400 788843 13724930 11036011 9881450 118200 78229 79555 114952 75207 84250
Total befor netting
agreements 8928187 4086491 791632 13806310 11199674 10035238 122632 83220 83816 115065 75534 85838
Netting agreements -3312 -2895 -3378 -3312 -2895 -3378
Total 8928187 4086491 791632 13806310 11199674 10035238 119320 80325 80438 111752 72639 82460

of which cleared 2364124 674108 3038232 236119 2133210 3587 2979 3804 3838 3589 4108

Maturity distribution regarding future hedged cash flows in cash flow hedge accounting

<1lyr

1-3yrs.

3-5yrs.

Negative cash flows (liabilities)

135

29 1

Future cash flows above, expressed in SEKm, are exposured to variability due to changes in interest rates and/or currency rates.

These future cash flows are hedged with derivatives, recognised as cash flow hedges, with opposite cash flows that eliminate the variability.
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- 20 Intangible fixed assets

2011 2010
Customer Customer

Goodwill base Other Total Goodwill base Other Total
Cost, opening balance 2202 41 328 2571 2202 41 324 2567
Additions through separate acquisitions 21 21 7 7
Sales and disposals -4 -4
Exchange rate differences -3 -3
Cost, closing balance 2202 41 345 2588 2202 41 328 2571
Amortisation, opening balance -1512 -25 -152 -1689 -1389 -19 -125 -1533
Amortisation for the year -124 -5 -23 -152 -123 -6 -28 -157
Sales and disposals -4 -4
Exchange rate differences 1 1
Amortisation, closing balance -1636 -30 -180 -1846 -1512 -25 -152 -1689
Carrying amount 566 11 165 742 690 16 176 882

Goodwill is amortised over an estimated useful life of 5 to 20 years. For other intan-
gible assets with a finite useful life, the amortisable amount is divided systematically
over the useful life. Systematic amortisation refers to both straight-line and increa-

27 Tangible assets

sing or decreasing amortisation. The original useful life is between 3 and 15 years. No
need for impairment was found.

2011 2010
Current assets Fixed assets Current assets Fixed assets
Properties Owner- Properties Owner-
recognised as occupied recognised as occupied

inventory Equipment properties Total inventory Equipment properties Total
Cost, opening balance 1 2486 24 2511 5 2443 24 2472
Additions 182 182 1 121 122
Sales and disposals -1 -139 -140 -5 -77 -82
Exchange rate differences -1 -1
Cost, closing balance 2529 24 2553 1 2486 24 2511
Depreciation, opening balance -2 050 -11 -2 061 -1932 -10 -1942
Depreciation for the year -197 -1 -198 -192 -1 -193
Sales and disposals 137 137 75 75
Exchange rate differences -1 -1
Depreciation, closing balance -2110 -12 -2122 -2 050 -11 -2 061
Impairments, opening balance 2 2
Impairments for the year
Sales and disposals -2 -2
Impairments, closing balance
Carrying amount 419 12 431 1 436 13 450

The useful life of equipment is deemed to be between three and ten years on average

and its residual value is deemed to be zero as in previous years. The depreciable amount

owner-occupied properties. Individual structural components of owner-occupied
properties are depreciated during the useful life. The residual value is deemed to

is recognised linearly in profit or loss during the useful life. For certain assets, the useful  be zero. Land is deemed to have an indefinite useful life and therefore is not
life has been changed, which led to additional depreciation of SEK 23m (13)in 2011.No  depreciated.
indications of impairment were identified on the balance sheet date for equipment and

75 Other assets

-~ % Prepaid expenses and accrued income

2011 2010 1/1/2010 2011 2010 1/1/2010
Security settlement claims * 2335 87 3928 Accrued interest income 6700 7063 9788
Group contributions 2398 3427 1265 Other 1031 1142 1250
Other 281 4049 725 Total 7731 8205 11038
Total 5014 7 563 5918
Gross, security settlement claims 4599 2693 5995

* Recognised in the balance sheet according to current netting rules.
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Amounts owned to credit institutions

Other liabilities

NOTES, PARENT COMPANY

2011 2010 1/1/2010 2011 2010  1/1/2010
Valuation category, loans and receivables Security settlement liabilities* 2675 3341 470
Swedish banks 76 057 99708 131200 Group liabilities 1093 1093 1098
Swedish credit institutions 36213 39906 102 459 Short position in shares 1880 183 192
Foreign banks 65297 31282 87311 of which own issued shares 107 62 48
Foreign credit institutions 278 51 660 Short position in interest-bearing securities 28723 33996 40218
Total 177845 170947 321630 of which own issued interest-bearing
Valuation category, fair value through securities 7591 1106 4292
profit or loss Other 5820 5017 8453
Trading Total 40191 43630 50431
Swedish banks, repurchase agreements 8326 2677 5730 Gross, security settlement liabilities 4939 5947 2537
::reei:qlﬁid't institutions, repurchased 5411 5630 1335 * Recognised in the balance sheet according to current netting rules.
Foreign banks, repurchase agreements 8848 11456 11180
Total 22585 19763 18 245
Total 200430 190710 339875 Accrued expenses and prepaid income

Deposits and borrowings from the public

2011 2010  1/1/2010
Accrued interest expenses 3264 3306 3876
Other 2108 1341 1184
Total 5372 4647 5060

Provisions

2011 2010 1/1/2010
Provisions for pensions 1 1 2
Provisions for guaranties 83 143 702
Other 29 62 68
Total 113 206 772

Subordinated liabilities

2011 2010 1/1/2010
Valuation category, other financial
liabilities
Subordinated loans 10336 17747 22803
Change in the value due to hedge accoun-
ting at fair value 355 567 885
Total subordinated loans 10691 18314 23688
Undated subordinated loans 8244 83940 12877

of which Tier 1 capital contribution 6801 6915 9218

Change in the value due to hedge accoun-
ting at fair value 8398 407 586
Total undated subordinated loans 9142 9347 13463
Total 19833 27 661 37151

2011 2010 1/1/2010
Valuation category, other financial
liabilities
Deposits from Swedish public 382972 396 310 357213
Deposits from foreign public 26347 13186 10568
Total 409319 409496 367781
Valuation category, fair value through
profit or loss
Trading
Deposits from Swedish public, repurchase
agreements 14317 17 146 7689
Other*
Deposits from Swedish public 36 084 11228 18584
Total 50401 28374 26273
Total 459720 437870 394054
* nominal amount amounts to 35979 11269 18332

Debt securities in issue

2011 2010 1/1/2010
Valuation category, other financial
liabilities
Commercial papers 113165 11532 62780
Other interest-bearing bond loans 113004 190149 211734
Change in value due to hedge accounting at
fair value 1121 224 1990
Total 227290 201905 276504
Valuation category, fair value through
profit or loss
Trading
Commercial papers 6929 51423 28001
Other 17 545 20491 36424
Total 24474 71914 64 425
Total 251764 273819 340929

Turnover of debt securities in issue is reported in note P2 Liquidity risks, page 153.
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Specification of subordinated liabilities
Fixed-term subordinated loans

Right to prepayment for

Nominal amount,

Carrying amount,

Maturity Swedbank AB Currency millions EKm Coupon interest, %
2007/2017 2012 usD 310 1888 variable
2007/2017 2012 EUR 358 3410 557
2007/2017 2012 NOK 156 182 536
2008/2018 2013 EUR 400 3978 7.38
1989/2019 SEK 111 142 11.00
2007/2017 2012 SEK 725 742 5.90
2007/2017 2012 SEK 349 349 variable
Total 10691
Undated subordinated loans

Right to prepayment for Nominal amount, Carrying amount,
Maturity Swedbank AB Currency millions SEKm Coupon interest. %
1997/undated 2012 usD 50 349 8.01
1997/undated 2012 usD 95 687 7.50
1998/undated 2028 JPY 5000 553 5.00
Total 1589
Undated subordinated loans approved by the Financial Supervisory
Authority as tier 1 capital contribution

Right to prepayment for Nominal amount, Carrying amount,
Maturity Swedbank AB Currency millions SEKm Coupon interest. %
2004/undated 2016 GBP 200 2484 575
2005/undated 2015 JPY 14000 1321 4,00
2007/undated 2017 SEK 2000 2277 6.67
2008/undated 2018 SEK 873 936 8.28
2008/undated 2013 SEK 536 535 variable
Total 7553

*Interest in USD.

Certain subordinated loans are used as hedging instruments to hedge the net investment in foreign operations. In the parent company, the currency component of these liabilities
is recognised at cost, while in the Group it is recognised at the closing rate.

=7 Untaxed reserves

Accumulated
accelerated

Tax allocation

P38 Equity

depreciation reserve Total
Opening balance 2010 85 731 816
Reversal -10 -10
Closing balance 2010 74 731 805
Opening balance 2011 74 731 805
Reversal/Allocation -8 1875 1867
Closing balance 2011 66 2 606 2672
Tax allocation reserve 2011 2010 1/1/2010
Allocation 2008 731 731 731
Allocation 2011 1875
Total 2606 731 731

2011 2010 1/1/2010
Restricted equity
Share capital, ordinary shares 20269 19999 19739
Share capital, preference shares 4082 4352 4612
Share capital, C shares 32
Statutory reserve 6489 6489 6489
Total 30872 30840 30840
Non-restricted equity
Cash flow hedges -123 -306 -743
Share premium reserve 13118 13083 13083
Retained earnings 18884 22142 15038
Total 31879 34919 27 378
Total equity 62751 65759 58218
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Fair value of financial instruments

Carrying amounts and fair values of financial instruments

A comparison between the carrying amount and fair value of the parent company’s
financial assets and financial liabilities according to the definition in IAS 39 is presented
below.

Determination of fair values of financial instruments

When the parent company determines fair value for financial instruments different
methods are used depending on the grade of observable market data. The methods are
divided in three different levels. Fair value for financial instruments that are classified
to level 1 is determined based on quoted market prices on an active market. Fair value
for financial instruments that are classified as level 2 is determined based on observable

market data. When interest-related and currency-related derivatives, lending and
deposits are measured at fair value future cash flows from the financial instruments

NOTES, PARENT COMPANY

are discounted. Used interest yield in the discounting is based on observable market
data, i.e. derived from quoted market rates for each maturity in which the cash flows
will be received or paid. The measurement of options is done according to generally ac-
cepted valuation models, such as Black & Scholes. The models are updated with for the
measurement observable market data for, among other things, interest rates, currency
rates, credit risks, volatilities, correlations and market liquidity. Fair value for financial
instruments that are classified as level 3 is also determined mainly based on observable
market data, but there are inputs from own assumptions that are viewed as significant
for the measurement.

For variable-rate lending and deposits, the carrying amount is assessed to coincide
with the fair value. The carrying amounts and fair values coincide for the most part
because of the large share of financial instruments recognised at fair value.

2011 2010 1/1/2010
Carrying Carrying Carrying
Fair value amount  Difference Fair value amount  Difference Fair value amount Difference
Assets
Financial assets covered by IAS 39
Treasury bills etc. 21429 21429 25539 25539 76 866 76 866
of which fair value through profit or loss 21429 21429 25539 25539 76 866 76 866
Loans to credit institutions 325896 325896 478941 478941 464 458 464 458
of which loans receivables 275942 275942 391469 391 469 400 666 400 666
of which fair value through profit or loss 49954 49954 87472 87472 63792 63792
Loans to the public 342394 342 394 324662 324662 413350 413350
of which loan receivables 229340 229340 218907 218907 274200 274200
of which fair value through profit or loss 113054 113054 105755 105 755 139150 139150
Bonds and interest-bearing securities 115006 115101 -95 130598 130657 -59 186 302 185985 317
of which fair value through profit or loss 112629 112629 115870 115870 96 847 96 847
of which investments held to maturity 2377 2472 =95 14728 14787 -59 89455 89138 317
Shares and participating interest 1392 1392 5306 5306 5227 5227
of which fair value through profit or loss 1332 1332 5255 5255 5183 5183
of which available for sale 60 60 51 51 44 44
Derivatives 119320 119320 80325 80 325 80438 80438
Other financial assets 166 106 166 106 19328 19328 34944 34944
Total 1091543 1091638 -95 1064699 1064758 -59 1261585 1261268 317
Investment in associates 1166 1166 1168 1168 1271 1271
Investment in subsidiaries 58153 58153 48833 48833 44 492 44 492
Non-financial assets 4221 4221 3745 3745 3826 3826
Total 1155083 1155178 -95 1118445 1118504 -59 1311174 1310857 317
2011 2010 1/1/2010
Carrying Carrying Carrying
Fair value amount  Difference Fair value amount  Difference Fair value amount Difference
Liabilities
Financial liabilities covered by IAS 39
Amounts owed to credit institutions 200430 200430 190710 190710 339875 339875
of which other financial liabilities 177845 177 845 170947 170947 321630 321630
of which fair value through profit or loss 22 585 22 585 19763 19763 18245 18245
Deposits and borrowings from the public 459720 459720 437870 437870 394 054 394 054
of which other financial liabilities 409319 409319 409 496 409 496 367781 367781
of which fair value through profit or loss 50401 50401 28374 28374 26273 26273
Debt securities in issue, etc 251 264 251764 -500 274989 273819 1170 340929 340929
of which other financial liabilities 226790 227290 -500 203075 201905 1170 276504 276 504
of which fair value through profit or loss 24474 24474 71914 71914 64 425 64425
Subordinated liabilities 21030 19833 1257 26290 27 661 -1371 37151 37151
of which other financial liabilities 21030 19833 1257 262390 27 661 -1371 37151 37151
Derivatives 111752 111752 72639 72639 82460 82 460
Short positions securities 30603 30603 34179 34179 40410 40410
of which fair value through profit or loss 30603 30603 34179 34179 40410 40410
Other financial liabilities 13431 13431 13514 13514 14988 14988
Total 1088290 1087533 757 1050191 1050392 -201 1249867 1249867
Non-financial liabilities 4894 4894 2353 2353 2772 2772
Summa 1093185 1092427 757 1052544 1052745 -201 1252639 1252639
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Financial instruments recognised at fair value
The following tables describe fair values divided on the three different valuation levels
for financial instruments recognised at fair value.

Level 1 contains primarily stocks, bonds, treasury bills, commercial paper and stan-
dardised derivatives, where the quoted price is used in the valuation. Securities in issue
that are traded on an active market are included in this category as well.

Level 2 contains primarily less liquid bonds, loans to the public, deposits and deri-
vatives measured on the basis of observable prices. For less liquid bond holdings, an
adjustment is made for the credit spread based on observable market inputs such as
the market for credit derivatives. For loans to the public where there are no observable
market inputs for credit margins at the time of measurement, the credit margin of the
last transaction executed with the same counterparty is used. Securities in issue that
are not quoted but measured according to quoted prices for similar quoted bonds are
also included in Level 2.

Level 3 contains primarily corporate bonds and securities in issue. For corporate bonds
where there is no observable quote for the credit spread in question, a reasonable
assumption is used, such as a comparison with similar counterparties where there is an
observable quote for the credit spread. An increase in the assumed credit spread with 10
bp would lead to a negative impact with SEK 0.5m (1).

When valuation models are used to determine fair value for financial instrument
in level 3 the consideration that has been paid or received is assessed to be the best
evidence of fair value at initial recognition. Because it is possible that a difference could
arise between this consideration and the fair value calculated at that time in the valua-
tion model, so called day 1- profit or loss, the parent company adjusts the valuation
models to avoid such differences. As of year-end there were no cumulative differences
not recognised through profit or loss.

During the year there have been no significant transfers of financial instruments
between measurement level 1 and 2, despite the turbulence on the financial markets.

The table shows financial instruments measured at fair value as per year-end distri-
buted by valuation method.

2011 2010
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Assets
Treasury bills and other bills eligible for refinancing with central
banks, etc 21220 209 21429 25539 25539
Loans to credit institutions 49 954 49 954 87472 87472
Loans to the public 113054 113054 105755 105755
Bonds and interest-bearing securities 81860 30379 3390 112629 92 244 22935 691 115870
Shares and participating interest 974 358 1332 5135 120 5255
Derivatives 337 118983 119320 2997 77 328 80325
Total 104 391 312937 390 417718 125915 293610 691 420216
Liabilities
Amounts owed to credit institutions 22585 22585 19763 19763
Deposits and borrowings from the public 50401 50401 28374 28374
Debt securities in issue, etc 24474 24474 71914 71914
Derivatives 619 111133 111752 3615 69015 9 72639
Short positions securities 30603 30603 34162 17 34179
Total 31222 208 593 239815 37777 189 083 9 226 869
2011 2010

Level 3 Assets Liabilities Assets Liabilities
Opening balance 691 9 670 41
Purchase for the year 37
Issued
Sales/maturities during the year -204 -3 -14
Transferred from Level 3 -48 -75
Gains or loss -97 -6 46 43

of which in profit or loss -97 -6 46 43
Closing balance 390 691 9
Total recognised result in Net gains and losses on
financial items at fair value -97 -6 46 43

of which financial instruments held on closing day -102 15 7
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=410 Reclassification of financial assets

Swedbank chose as of 1 July 2008 to reclassify certain interest-bearing securities
which, owing to extraordinary market conditions, had become illiquid. Market conditions
at the time were distinguished by extreme turbulence, a shortage of liquidity and a lack
of quoted prices on active markets. The holdings listed in the table below were reclas-
sified from Trading to the category Held to Maturity since the instruments are no longer
held for trading purposes. Instead, management intends and is able to hold them to
maturity. Financial instruments in the category Trading are recognised at fair value with
changes in value recognised through profit or loss. Financial instruments in the category

Held to Maturity are recognised at amortised cost less impairments. No impairments
were needed as of 31 December 2010, which means that all contractual cash flows
are expected to be received. Of the holdings listed below, Residential Mortgage Backed
Securities (RMBS) account for 64 per cent of the exposure, while the remaining 36 per
cent consists of a bond issued by companies controlled by the U.S. government.

2011 2010 2009 2008 30/6/2008 2007
Carrying amount 2 365 4287 7203 8138 7376 7563
Nominal amount 2375 4332 7306 8328 7558 7618
Fair value 2269 4140 6872 7988 7376 7563
Gains/loss recognised through profit or loss -187 -56
Gains/loss that would be recognised through profit or loss if the assets were not reclassified -95 -147 -332 -150 -187 -56
Effective interest rate on day of reclassification, % 5.62
Recognised interest income after reclassification 60 70 185 160

The decrease in the value amounted to SEK 187m in the first half of 2008 and SEK 150m in the second half of 2008.
Nominal amounts and carrying amounts are affected by changes in exchange rates. Carrying amounts are also affected by the allocations of discounts in accordance with the

effective interest method.
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NOTES, PARENT COMPANY

Specification of adjustments for
non-cash items in operating activities

Assets pledged, contingent liabilities
and commitments

Assets pledged

Assets pledged for own liabilities 2011 2010 1/1/2010
Government securities and bonds pledged
with the Riksbank 17979 17749 137998
Government securities and bonds pledged
with foreign central banks 1458 11539 25403

Government securities and bonds pledged
for liabilities to credit institutions, re-
purchase agreements 22575 19874 12148

Government securities and bonds pledged
for deposits from the public, repurchase
agreements 20816 17 146 7689

Government securities and bonds pledged
for derivatives

Cash 11651 12038 9065

Total 74479 78346 192303

2011 2010
Amortised origination fees -316 -216
Unrealised changes in value/currency changes -495 1293
Capital gains/losses on sales of subsidiaries and as-
sociates -22
Capital gains/losses on property and equipment -3 -7
Depreciation and impairment of tangible fixed assets 197 193
Impairment of financial fixed assets 137 394
Amortisation and impairment of goodwill and other
intangible fixed assets 152 157
Credit impairment 25 149
Dividend Group entities -2 396 -3427
Prepaid expenses and accrued income 474 2833
Accrued expenses and prepaid income 725 -415
Other -31 -6
Total -1531 926
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The carrying amount of liabilities for which assets are pledged amounted to SEK 74
479 m (78 346) in 2011.

Other assets pledged 2011 2010 1/1/2010
Security loans 1818 521 593
Government securities and bonds pledged

for other commitments 1262 1897 1737
Cash 169 171 185
Total 3249 2589 2515

Collateral is pledged in the form of governement securities or bonds to central banks
in order to execute transactions with the central banks. In so-called genuine repurcha-
se transactions, where the parent company sells a security and at the samt time
agrees to repurchase it, the sold security remains on the balance sheet. The carrying
amount of the security is also recognised as a pladged asset. In principle, the parent
company cannot dispose of pledged collateral. generally, the assets are also sparated
behalf of the beneficiaries in the event of the parent company’ s insolvency.

Contingent liabilities

Nominal amount 2011 2010 1/1/2010
Loan guarantees 544 242 440288 387025
Other guarantees 13652 15308 19082
Accepted and endorsed notes 106 171 227
Letters of credit granted but not utilised 2582 1492 1616
Other contingent liabilities 253 62 96
Total 560835 457321 408045
Provision for anticipated credit impairments -83 -143 -702

Commitments

Nominal amount 2011 2010 1/1/2010
Loans granted but not paid 88912 90331 92 346
Overdraft facilities granted but not utilised 72797 56 886 59180
Total 161709 147217 151 526

The nominal amount of interest-, equity- and currency related contracts are shown in
note P25 Derivatives.



NOTES, PARENT COMPANY

Operational leasing

The agreements relate mainly to premises in which the parent company is the lessee. inflation and property tax. The combined amount of future minimum lease payments
The terms of the agreements comply with customary practices and include clauses on that relate to non-cancellable agreements is allocated on the due dates as follows.
2011 Expenses Income subleasing Total 2010 Expenses Income subleasing Total
2012 519 48 471 2011 653 59 594
2013 425 40 385 2012 500 46 454
2014 241 23 218 2013 406 38 368
2015 201 19 182 2014 227 21 206
2016 88 88 2015 189 18 171
2017 88 88 2016 79 79
2018 88 88 2017 80 80
2019 89 89 2018 80 80
2020 18 18 2019 77 77
2021 or later 16 16 2020 or later 9 9
Total 1773 130 1643  Total 2300 182 2118

Related parties and other significant relationships

Subsidiaries Associates Other related parties
2011 2010 2011 2010 2011 2010
Assets
Loans to credit institutions 232753 319267 8347 8497
Loans to the public 12130 12790 1564 1466
Bonds and other interest-bearing securities 9090 38122 200
Derivatives 16 382 15743 2
Other assets 2480 3488 4 6 89
Prepaid expenses and accrued income 3937 5869 3
Total assets 276772 395279 9920 10169 89
Liabilities
Amount owed to credit institutions 62 196 58647 3776 3054
Deposits and borrowing from the public 5743 6743 664 30 797 970
Derivatives 21593 6967
Other liabilities 1214 1522 85
Accrued expenses and prepaid income 237 4 i3
Total liabilities 90983 73883 4538 3085 797 970
Contingent liabilities
Guarantees 541560 435452 150 123
Derivatives, nominal amount 711301 479997 2167
Income and expenses
Interest income 8512 5316 284 73
Interest expenses -209 359 59 52 20 10
Dividends received 2234 2379 35 42
Commission income 797 853 11 10
Commission expenses 179 232
Other income 380 323 167 186
Other general administrative expenses 30 23 28 657 730

Events after 31 December 2011

On 1 January 2012 Swedbank AB's branch in Norway acquired the operations in the subsidiary First Securities A/S.

Swedbank Annual Report 2011



174 SIGNATURES OF THE BOARD OF DIRECTORS AND THE PRESIDENT

Signatures of the Board of Directors

and the President

The Board of Directors and the President hereby affirm that
the annual report has been prepared in accordance with the Act
on Annual Accounts in Credit Institutions and Securities Com-
panies (ARKL), the instructions and general guidelines of the
Swedish Financial Supervisory Authority (FFFS 2008:25) and
the Swedish Financial Accounting Standards Council’s recom-
mendation RFR 2 Accounting for Legal Entities, and provides
an accurate portrayal of the Parent Company’s position and
earnings and that the Board of Directors’ Report provides an
accurate review of trends in the company’s operations, position

and earnings, as well as describes significant risks and instability
factors faced by the company.

The Board of Directors and the President hereby affirm that
the consolidated accounts have been prepared in accordance
with the International Financial Reporting Standards (IFRS),
as adopted by the EU, and provide an accurate portrayal of the
Group’s position and earnings and that the Board of Directors’
report for the Group provides an accurate review of trendsin the
Group’s operations, position and earnings, as well as describes
significant risks and instability factors faced by the group.

Stockholm 13 February 2012

Lars Idermark
Chair

Olav Fjell

Anders Igel

Pia Rudengren

Kristina Janson
Employee representative

Ulrika Francke

Karl-Henrik Sundstrém

Anders Sundstrom
Vice Chair

Goran Hedman

Helle Kruse Nielsen

Siv Svensson

Jimmy Johnsson
Employee representative

Michael Wolf
President

Our auditors' report was submitted on 13 February 2012

Deloitte AB

Svante Forsberg
Authorised Public Accountant
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Auditors' report

To the annual meeting of the shareholders of Swedbank AB (publ),
corporate identity number 502017-7753

Report on the annual accounts and consolidated accounts

We have audited the annual accounts and consolidated accounts of
Swedbank AB (publ) for the year 2011 except for the corporate
governance statement on pages 53-62. The annual accounts and
consolidated accounts of the company are included in the printed version
of this document on pages 16-51,69-174.

Responsibilities of the Board of Directors and the Managing Director
for the annual accounts and consolidated accounts

The Board of Directors and the Managing Director are responsible for the
preparation and fair presentation of these annual accounts in accordance
with the Annual Accounts Act for Credit Institutions and Securities
Companies and of the consolidated accounts in accordance with
International Financial Reporting Standards, as adopted by the EU, and
the Annual Accounts Act for Credit Institutions and Securities Companies,
and for such internal control as the Board of Directors and the Managing
Director determine is necessary to enable the preparation of annual
accounts and consolidated accounts that are free from material
misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these annual accounts and
consolidated accounts based on our audit. We conducted our audit in
accordance with International Standards on Auditing and generally
accepted auditing standards in Sweden. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the annual accounts and consolida-
ted accounts are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the annual accounts and consolidated
accounts. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the
annual accounts and consolidated accounts, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control
relevant to the company’s preparation and fair presentation of the annual
accounts and consolidated accounts in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the company’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates
made by the Board of Directors and the Managing Director, as well as
evaluating the overall presentation of the annual accounts and
consolidated accounts.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinions

In our opinion, the annual accounts have been prepared in accordance with
the Annual Accounts Act for Credit Institutions and Securities Companies
and present fairly, in all material respects, the financial position of the
parent company as of 31 December 2011 and of its financial performance
and its cash flows for the year then ended in accordance with the Annual
Accounts Act for Credit Institutions and Securities Companies, and the
consolidated accounts have been prepared in accordance with the Annual
Accounts Act for Credit Institutions and Securities Companies and present
fairly, in all material respects, the financial position of the group as of 31
December 2011 and of their financial performance and cash flows in
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accordance with International Financial Reporting Standards, as adopted
by the EU, and the Annual Accounts Act for Credit Institutions and
Securities Companies. Our opinions do not cover the corporate governance
statement on pages 53-62. The statutory administration reportis
consistent with the other parts of the annual accounts and consolidated
accounts.

We therefore recommend that the annual meeting of shareholders
adopt the income statement and balance sheet for the parent company
and the group.

Report on other legal and regulatory requirements

In addition to our audit of the annual accounts and consolidated accounts,
we have examined the proposed appropriations of the company’s profit
and the administration of the Board of Directors and the Managing
Director of Swedbank AB (publ) for the year 2011. We have also conducted
a statutory examination of the corporate governance statement.

Responsibilities of the Board of Directors and the Managing Director
The Board of Directors s responsible for the proposal for appropriations of
the company’s profit or loss, and the Board of Directors and the Managing
Director are responsible for administration under the Companies Act and
the Banking and Financing Act and that the corporate governance
statement on pages 53-62 has been prepared in accordance with the
Annual Accounts Act.

Auditor’s responsibility

Our responsibility is to express an opinion with reasonable assurance on
the proposed appropriations of the company’s profit or loss and on the
administration based on our audit. We conducted the audit in accordance
with generally accepted auditing standards in Sweden.

As a basis for our opinion on the Board of Directors’ proposed
appropriations of the company’s profit or loss, we examined whether the
proposal is in accordance with the Companies Act.

As a basis for our opinion concerning discharge from liability, in
addition to our audit of the annual accounts and consolidated accounts, we
examined significant decisions, actions taken and circumstances of the
company in order to determine whether any member of the Board of
Directors or the Managing Director is liable to the company. We also
examined whether any member of the Board of Directors or the Managing
Director has, in any other way, acted in contravention of the Companies
Act, the Banking and Financing Act, the Annual Accounts Act for Credit
Institutions and Securities Companies or the Articles of Association.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Furthermore, we have read the corporate governance statement and
based on that reading and our knowledge of the company and the group
we believe that we have a sufficient basis for our opinions. This means
that our statutory examination of the corporate governance statement is
different and substantially less in scope than an audit conductedin
accordance with International Standards on Auditing and generally
accepted auditing standards in Sweden.

Opinions
We recommend to the annual meeting of shareholders that the profit be
appropriated in accordance with the proposalin the statutory administra-
tion report and that the members of the Board of Directors and the
Managing Director be discharged from liability for the financial year.

A corporate governance statement has been prepared, and its
statutory contentis consistent with the other parts of the annual
accounts and consolidated accounts.

Stockholm 13 February 2012

Deloitte AB

Svante Forsberg
Authorised Public Accountant
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MARKET SHARES

Market shares, per cent Volumes, SEKbn

Sweden 2011 2010 2009 2008 2007 2011 2010 2009 2008 2007
PRIVATE MARKET
Deposits 23 24 24 24 26 260 245 223 216 215
Lending 25 26 26 27 26 659 642 609 571 498

of which mortgage lending 26 27 28 29 29 562 549 519 483 444
Individual pension savings* 40 44 41 36 36 25 26 24 18 23
SPAX** 18 16 22 24 27 18 19 28 28 29
Bank Cards (thousands) n.a. n.a. n.a. n.a. n.a. 3797 3751 3715 3637 3498

* Excluding savings banks' investments in Swedbank Robur and the figures for 2011 relates to September.
** Including issued from Svensk Exportkredit during 2010-2011.

CORPORATE MARKET

Deposits 16 17 16 14 16 122 123 115 96 94

Lending 17 17 18 18 19 326 308 324 347 328

Market shares, per cent Volumes, SEKbn

Baltic countries 2011 2010 2009 2008 2007 2011 2010 2009 2008 2007

PRIVATE MARKET

Estonia

Deposits 54 55 55 56 62 22 20 21 22 19

Lending 47 47 48 49 49 27 29 34 38 31
of which mortgage lending 46 47 47 48 49 25 26 31 34 28

Bank Cards (thousands) 62 62 63 64 65 1102 1123 1165 1187 1151

Latvia

Deposits 28 23 23 24 28 10 10 11 13 13

Lending 27 27 27 28 27 18 20 25 28 23
of which mortgage lending 26 27 27 27 28 14 16 19 21 18

Bank Cards (thousands) 39 39 38 37 37 956 938 941 931 892

Lithuania

Deposits 38 32 32 32 36 22 22 24 26 24

Lending 25 26 26 26 29 15 18 22 24 18
of which mortgage lending 25 25 25 25 28 15 16 19 20 16

Bank Cards (thousands) 50 40 39 35 34 1805 1719 1671 1497 1310

Market shares, per cent Volumes, SEKbn

Baltic countries 2011 2010 2009 2008 2007 2011 2010 2009 2008 2007

CORPORATE MARKET

Estonia

Deposits 41 40 43 43 48 23 21 25 25 24

Lending 36 40 41 42 44 27 31 40 48 41

Latvia

Deposits 10 10 11 11 11 8 9 8 10 9

Lending 18 21 24 26 26 18 24 34 44 34

Lithuania

Deposits 25 22 21 21 21 10 10 9 9 10

Lending 20 21 22 23 25 19 22 30 39 33
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FIVE-YEAR SUMMARY

Key ratios 2011 2010 2009 2008 2007
Profit

Return on equity, % 12.2 8.1 -12.5 15.2 189
Return on total assets, % 0.65 0.40 -0.58 0.64 1.02
Cost/income ratio 0.53 0.57 051 0.50 051
Net interest margin, % 1.08 092 117 133 1.25

Capital adequacy ¥

Tier 1 capital ratio, Basel 2, % 17.2 15.2 135 111 8.5
Core Tier 1 capital ratio, Basel 2, % 15.7 139 120 9.7 7.3
Capital adequacy ratio, Basel 2, % 189 184 175 15.2 12.7
Total capital quotient, Basel 2 237 2.30 219 1.90 1.59
Tier 1 capital ratio, % 11.2 110 104 8.4 6.2
Capital adequacy ratio, % 123 133 135 116 93
Tier 1 capital 84855 82385 81689 74155 50920
Capital base 93173 939687 105 785 102943 76 456
Risk-weighted assets, Basel 2 492 337 541 327 603431 696 505 600238
Risk-weighted assets 756762 750440 784 469 916113 822 363

Credit quality

Credit impairment ratio, % -0.14 0.20 1.74 0.24 0.07
Share of impaired loans, gross, % 1.87 2.53 2.85 0.74 0.23
Provision ratio for individually identified impaired loans, % 52 53 52 30 43
Total provision ratio for impaired loans, % 62 63 65 60 120

Customer satisfaction

Percentage of satisfied private customers, Sweden, % 2 70 70 70 71 70
Percentage of satisfied corporate customers, Sweden, % 67 68 65 71 71
Index private customers, Estonia ® 6.5 6.5 5.6 8.2 8.2
Index corporate customers, Estonia ¥ 6.9 6.1 6.0 8.2 84
Index private customers, Latvia ? 6.7 6.2 5.2 7.7 78
Index corporate customers, Latvia ¥ Todl 53 49 9.0 9.0
Index private customers, Lithuania ® 54 49 50 80 84
Index corporate customers, Lithuania ? 64 59 51 87 89
Other data 2011 2010 2009 2008 2007
Private customers, million 9.6 9.6 9.5 9.4 9.3
Corporate customers, thousands 630 710 670 660 512
Internet banking customers, million 4 6.7 6.4 56 5.2 48
Telephone banking customers, million 4.1 3.9 3.8 3.8 3.5
Employees 16287 17 224 19277 21280 22148
Branches ¥ 852 924 1020 1181 1213
ATMs 4 2482 2633 2421 2361 2562

1) Including total paid-in capital, 2008. As of 2007 according to new rules.

2) According to SKI.

3) According to TRIM Scale 1 to 10.and 1 to 100.

4) Including savings banks and partly owned banks.

5)In 2011, 60 000 corporate customers with one-man businesses were reclassified as private customers,
based on the Swedish Tax Authority’s review of the definition of a company.
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Income statement

FIVE-YEAR SUMMARY 1 7 9

SEKm 2011 2010 2009 2008 2007
Net interest income 19118 16329 20765 21702 19157
Net commissions 8963 9525 7825 8830 9880
Net gains and losses on financial items at fair value 1584 2400 2770 2351 1691
Net insurance 506 612 647 452 548
Share of profit or loss of associates 767 624 866 512 424
Other income 2577 1554 1909 2616 1224
Total income 33515 31 044 34782 36 463 32924
Staff costs 9917 9392 9201 10092 9792
Other expenses 6941 7 300 7758 6994 6222
Depreciation/amortisation of tangible and
intangible fixed assets 1011 950 889 972 705
Total expenses 17 869 17 642 17 848 18 058 16 719
Profit before impairments 15 646 13 402 16934 18 405 16 205
Impairments of intangible fixed assets 1960 37 1305 1403
Impairments of tangible fixed assets 174 600 449 27
Credit impairments -1911 2810 24641 3156 619
Operating profit 15423 9955 -9461 13819 15586
Tax expense 3669 2472 981 2880 3450
Profit for the year from continuing operations 11754 2810 24641 3156 619
Profit for the year from discontinued operations 4
Profit for the year 11758 7483 -10442 10939 12136
Profit for the year attributable to:
Shareholders in Swedbank AB 11744 7 444 -10511 10887 11996
Non-controlling interests 14 39 69 52 140
Balance sheet
SEKm 2011 2010 2009 2008 2007
Loans to credit institutions 97195 166417 92131 128536 174014
Loans to the public 1211454 1187226 1290667 1287 424 1135287
Interest-bearing securities

Treasury bills and other bills eligible for refinancing with

central banks 25853 34924 88724 27978 37134

Bonds and other interest-bearing securities 112458 96 652 81891 105716 78358
Shares and participating interests

Financial assets for which customers bear the investment risk 95 747 100628 78194 51638 69 324

Shares and participating interests 2015 6181 9505 6557 6101

Shares and participating interests in associates 3111 2710 2740 1987 2193
Derivatives 103726 65051 72969 128055 36984
Other assets 205 506 55892 77 866 73799 68 589
Total assets 1857 065 1715681 1794687 1811690 1607 984
Amounts owed to credit institutions 139598 136 766 231687 316730 163785
Deposits and borrowings from the public 561 696 534237 504 424 508 456 458375
Debt securities in issue 781458 686517 703258 593 365 673116
Financial liabilities for which customers bear
the investment risk 96 449 100988 80132 52074 69819
Derivatives 90484 65935 72172 116720 36 267
Other liabilities 69716 69016 75057 93128 98563
Subordinated liabilities 19531 27187 37983 44755 39736
Equity 98133 95035 89974 86 462 68323
Total liabilities and equity 1857 065 1715681 1794 687 1811690 1607 984
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Three-year summary

Retail

SEKm 2011 2010 2009

Income statement

Net interest income 12340 10100 11166
Net commissions 4229 4292 3672
Net gains and losses on financial items at fair value 201 184 150
Share of profit or loss of associates 768 624 864
Other income 828 1003 1345
Total income 18 366 16 203 17197
Staff costs 4022 3921 3965
Variable staff costs 101 43 7
Other expenses 4401 4421 4505
Depreciation/amortization 271 285 181
Total expenses 8795 8670 8658
Profit before impairments 9571 7533 8539

Impairment of intangible assets

Impairment of tangible assets

Credit impairments 332 272 833
Operating profit 9239 7 261 7 706
Tax expense 2275 1951 1988
Profit for the year attributable to: Shareholders of Swedbank AB 6951 5301 5710
Non-controlling interests 13 9 8

Balance sheet, SEKbn

Cash and balances with central banks 1 2

Loans to credit institutions 32 31

Loans to the public 894 873

Bonds and other interest-bearing securities

Financial assets for which customers bear inv. risk 94 99

Derivatives

Other assets 14 12

Total assets 1035 1017

Amounts owed to credit institutions 75 72

Deposits and borrowings from the public 365 347

Debt securities in issue

Financial liabilities for which customers bear inv. risk 94 99

Derivatives

Other liabilities 465 463
Subordinated liabilities 10 13

Total liabilities 1009 994

Allocated equity 26 23

Total liabilities and equity 1035 1017

Income items

Income from external customers 18260 16093 17090
Income from transactions with other business areas 106 110 107
Key ratios

Return on allocated equity, % 28.6 24.0 27.8
Loans/deposits 245 251 269
Credit impairment ratio, % 0.04 0.03 0.10
Total provision ratio for impaired loans, % 90 99 98
Share of impaired loans, % 0.19 0.18 0.23
Cost/income ratio 0.48 0.54 0.50
Impaired loans, gross 1.7 16 2.1
Risk-weighted assets 216 222 244
Full-time employees 5333 5571 5738
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Three-year summary

Large Corporates & Institutions

SEKm 2011 2010 2009

Income statement

Net interest income 3586 2817 3712
Net commissions 1664 1955 1609
Net gains and losses on financial items at fair value 720 1446 2583
Share of profit or loss of associates -2

Other income 808 88 108
Total income 6776 6306 8012
Staff costs 1491 1235 1120
Variable staff costs 152 254 196
Other expenses 1706 1658 1550
Depreciation/amortization 48 55 36
Total expenses 3397 3202 2902
Profit before impairments 3379 3104 5110
Impairment of intangible assets 17 5
Impairment of tangible assets 7
Credit impairments -186 -1 1093
Operating profit 3548 3105 4005
Tax expense 1140 768 996
Profit for the year attributable to: Shareholders of Swedbank AB 2408 2307 2946
Non-controlling interests 2408 2307 2946

Balance sheet, SEKbn

Cash and balances with central banks 7 2

Loans to credit institutions 297 358

Loans to the public 184 171

Bonds and other interest-bearing securities 63 78

Financial assets for which customers bear inv. risk

Derivatives 122 72

Other assets 13 17

Total assets 686 698

Amounts owed to credit institutions 233 223

Deposits and borrowings from the public 79 93

Debt securities in issue 18 84

Financial liabilities for which customers bear inv. risk

Derivatives 120 72

Other liabilities 217 203
Subordinated liabilities 6 6

Total liabilities 673 681

Allocated equity 13 17

Total liabilities and equity 686 698

Income items

Income from external customers 6715 6277 7981
Income from transactions with other business areas 61 29 31
Key ratios

Return on allocated equity, % 155 138 19.7
Loans/deposits 214 176 217
Credit impairment ratio, % -0.06 0.00 0.39
Total provision ratio for impaired loans, % 135 106 78
Share of impaired loans, % 0.13 0.25 0.34
Cost/income ratio 0.50 0.51 0.36
Impaired loans, gross 03 08 11
Risk-weighted assets 132 156 164
Full-time employees 1197 1229 1137
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Three-year summary

Baltic Banking

SEKm 2011 2010 2009

Income statement

Net interest income 3910 3771 4235
Net commissions 1454 1533 1655
Net gains and losses on financial items at fair value 280 341 719
Share of profit or loss of associates 1
Other income 532 542 762
Total income 6176 6187 7372
Staff costs 1054 1032 1361
Variable staff costs 46 -13 -203
Other expenses 1449 1546 1978
Depreciation/amortization 147 164 198
Total expenses 2 696 2729 3334
Profit before impairments 3480 3458 4038
Impairment of intangible assets 1913 23

Impairment of tangible assets 34 261 223
Credit impairments -1002 3363 14888
Operating profit 2535 -189 -11073
Tax expense 435 -182 -1315
Profit for the year attributable to: Shareholders of Swedbank AB 2100 -7 -9758

Non-controlling interests

Balance sheet, SEKbn

Cash and balances with central banks 3 12
Loans to credit institutions 19
Loans to the public 119 130
Bonds and other interest-bearing securities 2 12
Financial assets for which customers bear inv. risk 2 2
Derivatives

Other assets 12 16
Total assets 138 191
Amounts owed to credit institutions 54
Deposits and borrowings from the public 98 93
Debt securities in issue 1 1
Financial liabilities for which customers bear inv. risk 2 2
Derivatives

Other liabilities 12
Subordinated liabilities 4 7
Total liabilities 117 157
Allocated equity 21 34
Total liabilities and equity 138 191

Income items

Income from external customers 6147 6175 7365
Income from transactions with other business areas 29 12 7
Key ratios

Return on allocated equity, % 8.0 -0.0 -31.6
Loans/deposits 122 141 164
Credit impairment ratio, % -0.76 2.05 6.93
Total provision ratio for impaired loans, % 55 58 57
Share of impaired loans, % 12,57 15.54 14.23
Cost/income ratio 0.44 044 045
Impaired loans, gross 16.1 225 26.6
Risk-weighted assets 102 136 165
Full-time employees 5221 5416 5924
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Three-year summary

Asset Management

SEKm 2011 2010 2009

Income statement

Net interest income -17 -23
Net commissions 1560 1592 655
Net gains and losses on financial items at fair value -9 9 42
Share of profit or loss of associates

Other income 16 24 16
Total income 1567 1608 690
Staff costs 396 391 340
Variable staff costs 42 49

Other expenses 353 366 368
Depreciation/amortization 49 50 48
Total expenses 840 856 756
Profit before impairments 727 752 -66
Impairment of intangible assets 30

Impairment of tangible assets

Credit impairments

Operating profit 697 752 -66
Tax expense 176 177 -16
Profit for the year attributable to: Shareholders of Swedbank AB 521 575 -50

Non-controlling interests

Balance sheet, SEKbn
Cash and balances with central banks

Loans to credit institutions 2 2

Loans to the public

Bonds and other interest-bearing securities

Financial assets for which customers bear inv. risk

Derivatives

Other assets 2 2

Total assets

Amounts owed to credit institutions

Deposits and borrowings from the public

Debt securities in issue

Financial liabilities for which customers bear inv. risk

Derivatives

Other liabilities 2 2

Subordinated liabilities

Total liabilities 2 2

Allocated equity

nJ
nJ

Total liabilities and equity

Income items
Income from external customers 1567 1608 6390

Income from transactions with other business areas

Key ratios
Return on allocated equity, % 279 26.6 -33

Loans/deposits

Credit impairment ratio, %

Total provision ratio for impaired loans, %

Share of impaired loans, %

Cost/income ratio 0.54 0.53 1.10

Impaired loans, gross

Risk-weighted assets 3 3 2

Full-time employees 286 313 291
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Three-year summary

Russia & Ukraine

SEKm 2011 2010 2009

Income statement

Net interest income 566 638 1766
Net commissions 60 81 101
Net gains and losses on financial items at fair value 42 -71 -44
Share of profit or loss of associates

Other income 41 32 14
Total income 709 680 1837
Staff costs 333 377 511
Variable staff costs -9

Other expenses 272 425 618
Depreciation/amortization 100 78 83
Total expenses 705 871 1212
Profit before impairments 4 -191 625
Impairment of intangible assets 14 1300
Impairment of tangible assets 14 254 219
Credit impairments -1038 -859 7782
Operating profit 1028 400 -8676
Tax expense 27 -19 -251
Profit for the year attributable to: Shareholders of Swedbank AB 1001 419 -8423
Non-controlling interests -2

Balance sheet, SEKbn

Cash and balances with central banks 1 1
Loans to credit institutions 2 3
Loans to the public 10 13

Bonds and other interest-bearing securities

Financial assets for which customers bear inv. risk

Derivatives

Other assets 1 3
Total assets 14 20
Amounts owed to credit institutions 6 11
Deposits and borrowings from the public 2 3

Debt securities in issue

Financial liabilities for which customers bear inv. risk

Derivatives

Other liabilities

Subordinated liabilities 2 2

Total liabilities 11 16

Allocated equity B 4

Total liabilities and equity 14 20

Income items

Income from external customers 709 680 1837

Income from transactions with other business areas

Key ratios

Return on allocated equity, % 304 11.0 -2305
Loans/deposits 544 378 276
Credit impairment ratio, % -6.87 -4.35 2172
Total provision ratio for impaired loans, % 67 64 76
Share of impaired loans, % 44.04 46.20 37.69
Cost/income ratio 0.99 1.28 0.66
Impaired loans, gross 6.6 99 104
Risk-weighted assets 15 18 23
Full-time employees 1214 1847 3472
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Three-year summary

Ektornet

SEKm 2011 2010 2009

Income state§ment

Net interest income -62 -21 -1
Net commissions

Net gains and losses on financial items at fair value 163 31 2
Share of profit or loss of associates 1

Other income 505 108

Total income 607 118 1
Staff costs 102 74 2
Variable staff costs 4

Other expenses 322 172 25
Depreciation/amortization 122 24

Total expenses 550 270 27
Profit before impairments 57 -152 -26
Impairment of intangible assets

Impairment of tangible assets 126 85

Credit impairments

Operating profit -69 -237 -26
Tax expense 52 -25 -6
Profit for the year attributable to: Shareholders of Swedbank AB -118 -212 -20
Non-controlling interests 1

Balance sheet, SEKbn
Cash and balances with central banks

Loans to credit institutions 1 1

Loans to the public

Bonds and other interest-bearing securities

Financial assets for which customers bear inv. risk

Derivatives

Other assets 6 4
Total assets

Amounts owed to credit institutions 5 3

Deposits and borrowings from the public

Debt securities in issue

Financial liabilities for which customers bear inv. risk

Derivatives

Other liabilities

Subordinated liabilities
Total liabilities

Allocated equity
Total liabilities and equity

v |w

Income items
Income from external customers 607 118 1

Income from transactions with other business areas

Key ratios
Return on allocated equity, % -6.1 -25.2 -1176

Loans/deposits

Credit impairment ratio, %

Total provision ratio for impaired loans, %

Share of impaired loans, %

Cost/income ratio 091 2.29 27.00

Impaired loans, gross

Risk-weighted assets 7 4 1

Full-time employees 216 150 39
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Annual General Meeting

The Annual General Meeting will be held at Dansens Hus
(Folkets Hus), Barnhusgatan 14, Stockholm on Tuesday
27 March 2012.

Notification of attendance

Shareholders who wish to attend the Annual General Meeting

must:

 berecorded in the share register maintained by Euroclear
Sweden AB (Euroclear) on 21 March 2012,

« notify the company of their intention to participate and the
number of persons who will accompany them (max. 2) well
before and preferably not later than 21 March 2012.

Notification may be submitted in writing to Swedbank’s head
office, Box 7839, SE-103 98 Stockholm, Sweden marking the
envelope “Swedbank’s Annual General Meeting” Sweden or by
telephone +46 8 402 30 60, or online at www.swedbank.se/ir
under Arsstimma (Annual General Meeting). When notifying
the company, please indicate your name, personal/company
registration number (for Swedish citizens or companies),
address and telephone number. Participation by proxy is
permitted, provided the proxy is no more than one year old
and is submitted to Swedbank well in advance of the meeting,
preferably not later than 21 March 2012. If issued by a legal
entity, the proxy must be accompanied by a certified registra-
tion certificate or other document attesting to the authority
of the signatory.
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Nominee-registered shares

To be entitled to attend the meeting, shareholders whose
shares are nominee-registered must request to have them
temporarily re-registered in their own names in the share-
holders’ register maintained by Euroclear. The re-registration
process must be completed by the nominee well in advance of
the record day. Since the record day is a Saturday, shareholders
should advise their nominees well in advance of this date so
thatre-registration is completed by 21 March 2012.

Notice and agenda

Alist of the matters on the agenda for the Annual General
Meeting will be included in the notice of the meeting, which
was published on 21 February 2012 in selected Swedish press.
As of the same date, the notice was also available online at
http:/www.swedbank.com/ir under the heading Annual
general meeting. At the time of the notice it was published, in
amongst others Dagens Nyheter, that notice had been done.

Dividend

The Board of Directors recommends that shareholders receive
adividend of SEK 5.30 per ordinary share and SEK 5.30 per
preference share. The proposed record day for the dividend is
30 March, 2012. The last day for trading in Swedbank’s shares
including the right to the dividend is 27 March 2012. If the
Annual General Meeting adopts the Board of Directors’
recommendation, the dividend is expected to be paid by
Euroclear on 4 April 2012.



Definitions

Capital adequacy ratio
The capital base inrelation to risk-weighted assets.

Capital base

The sum of Tier 1 (primary) and Tier 2 (supplementary) capital.

To obtain the capital base for capital adequacy purposes, deduction
is made for capital contributions in insurance companies.

Capital quotient
The capital base inrelation to the capital requirement.

Cash flow per share
Cash flow for the year inrelation to the weighted average number
of shares outstanding during the year.

Core Tier 1 capital
Tier 1 capital excluding hybrid capital.

Core Tier 1 capital ratio
Core Tier 1 capital in relation to the risk-weighted assets.

Cost/income ratio
Expensesinrelation toincome.

Credit impairments

Established losses and provisions for the year less recoveries related
to loans as well as the year's net expenses for guarantees and other
contingent liabilities.

Creditimpairment ratio

Creditimpairments on loans and other credit risk provisions, net, in
relation to the opening balance of loans to credit institutions and loans
to the public.

Duration
The average weighted maturity of payment flows calculated at present
value and expressed in number of years.

Earnings per share after dilution

Profit for the year allocated to shareholders in relation to the weighted
average number of shares outstanding during the year, rights issue
adjustment factor included, adjusted for the dilution effect of potential
shares.

Earnings per share before dilution

Profit for the year allocated to shareholders in relation to the weighted
average number of shares outstanding during the year, rights issue
adjustment factor included.

Equity per share
Shareholders’ equity inrelation to the number of shares outstanding.

Impaired loans

Loans where there s, onindividual level, objective evidence of aloss
event, and where thisloss event has animpact on the cash flow of
the exposure. Impaired loans, gross, less specific provisions for loans
assessed individually constitute impaired loans, net.

Interest fixing period
Contracted period during which interest on an asset or liability
is fixed.

Net interest margin
Netinterestincome in relation to average total assets.

Loan/deposit ratio

Lending to the public excluding Swedish Nat'l Debt Office and repur-
chase agreements in relation to deposits from the public excluding
Swedish Nat'l Debt Office and repurchase agreements
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Net asset value per share

Shareholders’ equity according to the balance sheet and the

equity portion of the difference between the book value and fair value
of the assets and liabilities divided by the number of shares outstanding
atyear-end.

Number of employees

The number of employees at year-end, excluding long-term absences,
inrelation to the number of hours worked expressed in terms of full-
time positions.

P/E ratio
Market capitalisation at year-end in relation to Profit for the financial
year allocated to shareholders.

Price/equity
The share price at year-end in relation to the closing-day equity
per share.

Provision ratio for individually identified impaired loans
Provisions for impaired loans assessed individually in relation to
impaired loans, gross.

Restructured loan
Aloan where the terms have been modified to more favourable for
the debtor, due to the debtor’s financial difficulties.

Return on equity
Profit for the financial year allocated to shareholdersin relation
to average shareholders’ equity.

Return on total assets
Profit for the financial year inrelation to average total assets.

Risk-weighted assets
Capital requirement for credit risk, market risk and operational risk
according to the capital adequacy rules multiplied by 12.5.

Share of impaired loans, gross

Carrying amount of impaired loans, gross, in relation to the

carrying amount of loans to credit institutions and the public excluding
provisions.

Share of impaired loans, net
Carrying amount of impaired loans, net, in relation to the
carrying amount of loans to credit institutions and the public.

Tier 1 capital

Shareholders’ equity less proposed dividend, deduction for intangible
assets, deferred tax assets and certain other adjustments. Hybrid
capital (equity contribution and reserves) may be included in the capital
base as Tier 1 capital with an approval from the supervisory authority.

Tier 1 capital ratio
Tier 1 capital inrelation to the risk-weighted assets.

Tier 2 capital

Fixed-term subordinated liabilities, less a certain reduction if their
remaining maturity is less than five years, and undated subordinated
liabilities.

Total provision ratio for impaired loans
All provisions for loans in relation to impaired loans, gross.

Yield
Dividend per share in relation to the share price at year-end.
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Addresses

HEAD OFFICE

Swedbank AB

Corp.identity no.502017-7753
Registered office: Stockholm
Visiting address: Brunkebergstorg 8
Mailing address: SE-105 34 Stockholm
Telephone: +46 8 585300 00
Cardblocking: +4684111011
Telephone bank: +46 771-2211 22
Fax:+4687968092

Swift: SWEDSESS
E-mail:info@swedbank.se
www.swedbank.se

CHINA

Swedbank

Citigroup Tower 601

No. 33 Huayuanshigiao Road
200122 Shanghai

Telephone: +86 21 386 126 00
Fax:+862138612711

Swift: SWEDCNSH
www.swedbank.cn

DENMARK

Swedbank

Kalvebod Brygge 45
DK-1560 Copenhagen V
Telephone: +458897 3000
Swift: SWEDDKKK
E-mail:info@swedbank.dk
www.swedbank.dk

ESTONIA

Swedbank AS

Liivalaia8

EE-15040 Tallinn
Telephone: +372 6310310
Fax:+3726310410
Swift: HABAEE2X
E-mail:info@swedbank.ee
www.swedbank.ee

FINLAND

Swedbank

Visiting address:
Mannerheimintie 14 B

Mailing address: P.0.Box 1107
FIN-00101 Helsinki
Telephone: +358 20 7469 100
Fax:+358207469101

Swift: SWEDFIHH
E-mail:info@swedbank.fi
www.swedbank fi

LATVIA

AS Swedbank
Balastadambis 1A
LV-1048Riga

Telephone: +37167 444 444
Fax:+37167 444344

Swift: HABALV22
E-mail:info@swedbank.lv
www.swedbank.lv
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LITHUANIA
Swedbank AB
Konstitucijos pr. 20A
LT-03502 Vilnius

Telephone: +37052684444
Fax:+37052582700

Swift: HABALT 22
E-mail:info@swedbank.lt
www.swedbank.It

LUXEMBURG
Swedbank S.A.

Visiting address:

8-10 Avenuede la Gare
L-1610 Luxembourg
Mailing address: P.0. Box 1305
L-1013 Luxembourg
Telephone: +352404 9401
Fax:+352401938

Swift: BNELLULL
E-mail:info@swedbank.lu
www.swedbank.lu

NORWAY

Swedbank

Visiting address: Filipstad Brygge 1,
Aker Brygge

Mailing address:

P.0.Box 1441 Vika
N-01150slo

Telephone: +47 231162 00
Fax:+4723116201

Swift: SWEDNOKK

E-mail: post@swedbank.no
www.swedbank.no

First Securities AS

Visiting address:

Filipstad Brygge 1, Aker Brygge
Mailing address:

P.0.Box 1441 Vika
N-01150slo

Telephone: +47 23238000
Fax:+4723238001

Swift: FISANOK1
www.first.no

RUSSIA

OAO Swedbank

5Lesnaya

125047 Moscow

Telephone: +7 4957776363
Fax:+74957776364
Swift: HABARUMM
E-mail:info@swedbank.ru
www.swedbank.ru

SPAIN

Swedbank S.A.

Representative Office Spain

Centro Comercial Plaza, Oficina 16
ES-29660 Nueva Andalucia (Marbella)
Telephone: +3495281 4862
Fax:+34952819386

E-mail: spanien@swedbank.lu
www.swedbank.lu

SWEDEN

Large Corporates & Institutions
Visiting address: Regeringsgatan 13
Mailing address: SE-105 34 Stockholm
Telephone: +46 858591800
E-mail:info.lci@swedbank.se
www.swedbank.se

Swedbank Fastighetsbyra AB
Visiting address:
VastraJdrnvagsgatan 7

Mailing address: Box 644,
SE-101 32 Stockholm
Telephone: +46 8 545 455 00
E-mail:info@fastighetsbyran.se
www.fastighetsbyran.se

Swedbank Finans AB

Visiting address:

Regeringsgatan 65, plan 3

Mailing address: SE-105 34 Stockholm
Telephone: +46 8585922 00
E-mail:info.finans@swedbank.se
www.swedbankfinans.se

Swedbank Féretagsformedling AB
Visiting address:
VastraJdrnvagsgatan 7

Mailing address: Box 644

SE-101 32 Stockholm

Telephone: +4631 7390170
E-mail:info@swedbankff.se
www.swedbankff.se

Swedbank Férsakring AB

Visiting address:

Regeringsgatan 29

Mailing address: SE-105 34 Stockholm
Telephone: +46 8 585300 00

Swedbank Juristbyra AB
Visiting address:
VastraJdrnvagsgatan 7
Mailing address: Box 371,
SE-101 27 Stockholm
Telephone: +46 8 545451 00
www.juristbyran.com

Swedbank Kommersiella
Fastigheter AB

Visiting address:
VastraJdrnvagsgatan 7
Mailing address: Box 644
SE-101 32 Stockholm
E-mail:info@swedbankkf.se
www.swedbankkf.se

Swedbank Mortgage AB

Visiting address: Brunkebergstorg 8
Mailing address: SE-105 34 Stockholm
Telephone: +46 8 585300 00
www.swedbank.se/mortgage

Swedbank Robur AB

Visiting address:

Malmskillnadsgatan 32

Mailing address: SE-105 34 Stockholm
Telephone: +46 8 585 924 00

E-mail: info@swedbankrobur.se
www.swedbankrobur.se

UKRAINE

JSCSwedbank

18V, Novokonstantinovskaja
UA-04080Kiev

Telephone: +38044 5300000
Swift: KPRVUAUK
E-mail:info@swedbank.ua
www.swedbank.ua

USA

Swedbank New York Branch
One Penn Plaza, 15th floor
New York,NY 10119
Telephone: +1 212 486 8400
Fax:+1212486 3220

Swift: SWEDUS33
www.swedbank.us

Swedbank First Securities LLC
570 Lexington Avenue, 35th floor
New York,NY 10022

Telephone: +1 212 906 0800
Fax:+1212 7599205
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