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The year in brief

"Bluestep has

successfully
established a new
branch in Finland.”

Strategic development
and key events

- In February, Bluestep decided to discontinue
the personal loan business area and therefore
stopped offering new personal loans in order
to focus the Bank’s strategic direction entirely
on mortgage products. In November, an
agreement was signed concerning the sale of
the personal loan portfolio.

- Bluestep has successfully established a new
branch in Finland and launched its’ mortgage
offerings.

Covid-19 impact on financials

- Reduced global demand and the drop in oil
prices affected NOK negatively. The weaker
NOK translates to lower reported profits in
SEK and affects the loan portfolio negatively.

- The increased uncertainty brought on by the
pandemic led to a decision to tighten the
Bank’s underwriting criteria in the second
quarter, resulting in reduced lending for the
year.

- Loan loss provisions were increased through
a covid-19 overlay and more conservative
assumptions in the provisioning model for
Norwegian mortgages.

- The Bank also decided to increase its
liquidity reserve, with associated additional
funding cost. Liquidity was still slightly
elevated at year-end.

- The proposed dividend was withdrawn due
to guidelines from the Swedish Financial
Supervisory Authority resulting in a CET1

ratio substantially higher than the long-term

« B60plusbanken was launched as a new brand
target.

- Net credit losses were positively affected in Sweden.

by the sale of the personal loan portfolio
and amounted to SEK 40m (SEK 60m).
This corresponds to a credit loss level of
0.25% (0.37%), of which 0.17% (0.11%) is
attributable to mortgages.

Performance and
financial position

- The above factors have increased the
resilience of the Bank during the pandemic,
but combined they also had a significant
negative impact on return on equity.

- Improvements to processes have been made,
including the digital signing of mortgage
documents, which simplifies the application
process for our customers and reduces
both administration and the Bank’s climate
footprint.

- Lending to the public amounted to SEK 16
116m (SEK 16 150m). Growth was reduced
by both the sale of the personal loan
portfolio and weakening of the Norwegian
krone (NOK). Adjusted for personal loans
and currency effects, lending rose by 12%.

- The Common Equity Tier 1 (CET1) ratio was
19.7% (17.9%). Bluestep has a long-term
target of a CET1 ratio of at least 16%.

- Bluestep’s credit rating was upgraded to A3

” H
with a stable outlook by Moody's. Durlng the year’

Bluestep decided

to discontinue the
personal loan product
in order to focus

the Bank’s strategic
direction entirely on
mortgages.”

- New lending for the year increased by 7%
to SEK 6 197m (SEK 5 805m). Adjusted for
personal loans and currency effects, the
increase was 22%.

. . + In January Erik Walberg Olstad was assigned
Financing the legal responsibility for the Norwegian
. In April 2020, the Bank issued its first business, whilst still resuming his role as Chief

covered bonds in accordance with the Commercial Officer in Norway. Mia Lund

Covered Bonds Issuance Act (2003:1223). Hanusek and Max Fischer became members
A total volume of SEK 2 900m was issued of the Senior Management Team as Chief

during the year. The bonds were assigned a Marketing Officer and Chief Information
credit rating of Aal by Moody’s. Officer. As a result of the reorganisation

at the end of the year, Sarmad Jawady
joined the Senior Management Team as
Chief Commercial Officer in Sweden and
Petri Matikainen was assigned the legal
responsibility of the Finnish business, as well
as Chief Commercial Officer in Finland.

- Full year operating profit amounted to
SEK 215m (SEK 275m). The decrease is
attributable to one-off costs resulting
from restructuring and streamlining of the
Bank’s processes, as well as depreciation
and write-offs of fixed assets. Profit was
also affected by the strategic initiatives
relating to mortgages in Finland and the
new 60plusbanken brand, as well as the
weaker NOK compared to the previous
year. For the full year, net interest income
was relatively unchanged and loan losses
decreased.

- Deposits from the public amounted to SEK
12 613m (SEK 11 421m).

« During the year, a RMBS transaction (Step
3) was repaid, along with outstanding credit
facilities. The outstanding amount for the
RMBS transaction was SEK 787m at the
beginning of the year.

« During the year Andreas Pettersson Rohman
and Goran Bronner resigned from the Board
of Directors, whilst Simon Tillmo and Rolf Stub
were appointed.
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Key figures 2020 2019 A%
Lending to the public (SEK m) 16116 16150 O%
Deposits from the public (SEK m) 12613 11421 10%
Net interest income (SEK m) 809 819 -1%
Costs (SEK m) 581 514 13%
Operating profit (SEK m) 215 275 -21%
C/1 (%)*+? 69% 61% 9
Credit losses, net (%)'2 0.25% 0.37% -0.12
Return on equity (%)*2 10.1% 14.1% -4.0
CET1 (%)*2 19.7% 179% 1.8

" The change is in percentage points.

2 See page 104 for definitions of alternative performance measures.
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Comments from the
Chief Executive

Officer

Strategic transformation
of the company

2020 turned out to be a year dominated

by a global pandemic, with enormous

human suffering and socio-economic
implications. Despite these challenging
external circumstances, Bluestep successfully
completed a strategic transformation of

our operations during the year. Bluestep
established a new branch in Finland and
launched 60plusbanken as a new brand in
Sweden for our offering of equity release. We
have divested our personal loan portfolio and
now focus fully on mortgages. We have also
diversified our financing by offering covered
bonds. Our digital transformation continues
at a high pace with investments in IT and
product development. We also continue to
invest into building our brand Bluestep in our
three markets, Sweden, Norway and Finland.
With these strategic initiatives, the Bank is
ready for growth in the coming years.

Bluestep’s adjusted net income for 2020 is
in line with the previous year’s net income.
Further strategic investments characterised
2020. Our total mortgage portfolio
continued to grow and, adjusted for currency
fluctuations, we grew our lending by 12
percent. The common equity tier 1ratio is
19.7 percent, while our loan losses within the
mortgage business is just 17 basis points.

Fully focused on mortgages

At the start of 2020, we decided to focus
entirely on mortgages going forward and
therefore ceased to offer personal loan
products. As a result, the remaining personal
loan portfolio was divested at the end of

the year, which means we are now purely a
mortgage bank. This is entirely in line with our
strategic direction as a responsible, inclusive
and sustainable mortgage bank.

Further expansion in the
Nordic region with new branch
in Finland

After 15 years in Sweden and 10 years in
Norway, we established an operation in
Finland in mid-2020, thereby strengthening
our position as the leading specialist
mortgage lender in the Nordic region. In
Finland, Bluestep is the first company on

the market within our niche. We are already
seeing a strong influx of customers in Finland,
and the business targets for 2020 have been
achieved. Bluestep is still the market leader
in Sweden and Norway and our ambition is
to take further market share from an already
strong position and grow in all markets.
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Launch of new brand:
60plusbanken

One of our strategic focus areas is to

further develop Bluestep’s product range
within equity release. The establishment of
60plusbanken as a standalone brand is an
important step in this process. Meeting the
market with a separate brand with a clear and
educational message regarding the unique
opportunities that an equity release loan
offers, provides an excellent foundation on
which to grow our business.

Diversification of our funding

Bluestep is currently the only bank in our
segment in Europe to offer covered bonds.
This enables greater diversification of our
funding and has a direct impact on what we
offer customers. In 2020, we issued covered
bonds amounting to SEK 2.9 billion. On

two occasions in 2020, Bluestep received
a higher credit rating by the credit rating
agency Moody’s. The rating is currently A3.
Our covered bonds have a credit rating of
Aal.

Stronger focus on
sustainability

Every day, Bluestep strives to contribute

to social and financial inclusion by offering
mortgages which provide greater freedom
and security, changing the lives of many
people in the process. To also contribute to
a more climate-friendly world and utilise the
unique range of knowledge and experiences
that different genders and backgrounds offer
is a given for us.

”Already this year, we have
taken the next step in our
sustainability reporting,
which will be developed
further with a full focus
over the coming years [...]”

Extensive work was carried out in 2020 to
further clarify our Sustainability Strategy

in three focus areas: Environmental, Social
and Governance (ESG). Already this year, we
have taken the next step in our sustainability
reporting, which will be developed further
with a full focus over the coming years and

I would also like to take this opportunity to
express our continued support for the UN
Global Compact and our commitment to the
initiative.

Continued rapid development
in 2021

We will continue to grow in 2021 and help
more people enter the mortgage market.
We will also continue to develop our new
60plusbanken brand and strengthen

our established Bluestep brand. We will
strengthen our sustainability work and build
further on digital solutions to improve the
customer experience and optimise our
effectiveness in our three markets: Sweden,
Norway and Finland.

Thanks

| would like to conclude by addressing
everyone who helped to make 2020 yet
another successful year for Bluestep. A big
thank you to our fantastic employees, our
committed owners and, last but certainly not
least, all our customers.

Bjérn Lander,
Chief Executive Officer

Comments from the
Chairman of the Board

For Bluestep, 2020 was a year of challenges,
new initiatives and the implementation of
previously presented plans. The fact that we
have been able to continue to invest and
deliver a stable annual profit, while the world is
going through one of the most difficult times
in decades is a real testimony to our strength.

Bluestep is unique in the Nordic market as

the only pure mortgage specialist. A bank that
deals with every customer based on his or her
unique circumstances, offering opportunities
that other banks are not able to. We are also
able to do this with low loan losses, only 17
basis points in our mortgage operations.

It is fundamental to our business that every
customer is viewed as an individual with
the right to be judged on his or her unique
qualities and potential. In my opinion, this is
reflected in Bluestep’s clear ambition to be
inclusive in our attitude and in everything
we do, not the least internally within our
own company. Those who work at Bluestep
come from many different countries and
backgrounds - but we are joined together
around a shared idea and strive to make this
idea a reality every day.

Sustainability issues are important to Bluestep,
and Id like to take a moment to address them.
Financial inclusion and social responsibility are
crucial parts of what we consider our ‘social
licence to operate’. A company or brand that
doesn't live up to what we as customers or
citizens consider to be reasonable demands
will never be able to succeed in the long

term. Bluestep has sustainability in its DNA.
We open doors for those who otherwise are
not welcome to enter the housing market. We
do this by assessing each individual’s future
potential without prejudice, rather than looking
at the past. Consequently, we are able to offer
financial freedom and freedom to people not
being served by high street banks.

In 2021 we will accelerate our sustainability
strategy in the three focus areas:
environmental, social and governance

(ESG). One step we will take is to present a
sustainability report, as well as making it easier
for everyone to learn about the work we're
doing through our own channels.

During 2020 Bluestep decided to only

focus on mortgages. This gives us a sharp
internal focus, reduces our risk level and
encourages a spirit of creativity and product
development in this segment. We have already
launched 80plusbanken and we will soon offer
additional solutions tailored to the needs of
our target customers.

New products and services, as well as
maintaining a physical presence in new
markets such as Finland, demand more from
our organisation. Investing in an increasingly
digitised internal workflow ensures even faster
and more efficient customer service. We are
investing in a greater digitisation of both
internal processes and marketing, where we
need to deliver our message through the right
channels.

During the year, Bluestep's profitability was
affected by investments for the future. These
investments have laid the foundation for
continued profitable growth, with stronger
return on equity and a declining C/I ratio. We
have a solid capital structure and a strong
balance sheet.

In other words, Bluestep is very well equipped
to grow in new and existing markets, as

well as to successfully navigate in a time
characterised by the pandemic and other
challenges.

Per-Arne Blomquist,
Chairman of the Board
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This is Bluestep

Bluestep is a complement to the traditional
banks in the mortgage market. Since 2005, we
have made it possible for tens of thousands of
customers in the Nordics to finance their home
or have helped them improve their financial
situation in a sustainable way.

Bluestep is a Nordic specialised mortgage
bank. We create value to our customers by
offering mortgages. We are committed and
take the time to understand every aspect

of the customer’s situation. We attach great
importance to the customer’s prospects,
rather than just looking at their history. We
don’t believe that the credit history alone can
show a customer’s entire situation and ability

to pay.

Bluestep’s loans allow more people to
purchase homes, as well as to consolidate
debt in order to reduce their monthly costs.
Our degree of commitment enables more
people to be financially included, thereby
creating financial freedom and security.

Bluestep was established in Sweden in 2005,
in Norway in 2010 and in Finland in 2020.
Since the start in 2005, we have gradually
expanded our array of loan products, and we
also offer savings accounts with attractive
interest rates. The 60plusbanken brand was
launched in 2020 for the equity release
product.

How it works

The foundation is a sound and thorough loan
approval process that creates added value
for both Bluestep and our customers.

Bluestep’s employees are very involved
in the process, and every loan applicant

receives their own mortgage specialist. We
take great responsibility in understanding the
customer’s financial situation. We want to be
able to judge fairly whether it is possible for
Bluestep to approve the loan the customer is
applying for. Through a deeper relationship
with our customers, when entering an
agreement, Bluestep verifies the customer’s
ability to pay interest and instalments, while
also ensuring that the customer would remain
solvent even if interest rates were to rise.
During the application process, it is important
for Bluestep to help the customer understand
the implications that a loan would have on
their household budget.

Our customers

People who wish to
consolidate their debts

People with one or more
payment remarks

People with variable income
or limited credit history

The self-employed/ people
with flexible employment

Senior citizens

Our loans

Thanks to our continuous development of
the products we offer, we have been able to
successfully reach new customer segments
in our markets. Bluestep in Norway offers

a product with a secondary pledge, which
enables customers to obtain a mortgage from
Bluestep and retain their original mortgage
with another bank. This enables the customer
to increase their mortgage, rather than taking
a more expensive unsecured personal loan.

In Sweden, a specialised mortgage product
is offered to the elderly, known as an equity
release-loan. This loan product is for
customers over 60 who own their homes,
but whose disposable income or pension

is insufficient to keep up with interest and
principal payments. The loan enables these
customers to remain in their homes. Interest
and principal payments are not paid monthly;
instead, they are added to the loan and not
paid until the customer leaves the home.
Bluestep guarantees that customers will be
able to remain in their home and that their
loan will never exceed the value of their
property. Since 2020, this product has been
offered under the brands 60plusbanken and
“Nya Seniorlanet™”,

o

¢

Our locations

1. Stockholm 3. Helsingborg

2. Oslo 4. Helsinki




Bluestep’s
employees

Working at Bluestep means contributing to a
positive feeling and role in the community. Our
employees help people with mortgages and
financing solutions that lead to social and
financial inclusion.

Our core values are: Professional, Respect, development and increased customer

Drive and Different. Diversity and a variety of understanding. As Bluestep grows and our
backgrounds are valued highly at Bluestep. geographical and product ranges expand,
Our employees speak more than 20 different we can offer career opportunities for those
languages and their diversified experiences employees wishing to take on the challenge.

are a great asset to Bluestep for continued

We have asked some of our employees to tell us a bit about
themselves and what it’s like to work at Bluestep:

“The best thing about
my job is undoubtedly
my great colleagues.
We are very open
minded and you can
truly be yourself.”

Alexander Svendsrud, 37, Team manager in Norway

Tell us a bit about your job and why you Where do you find motivation?

decided to work at Bluestep: The opportunity to work closely with so

My title is team manager, but I'm involved many skilled and experienced colleagues,

in all kinds of areas. In other words my job both across departments and national
extends across multiple departments and borders. You're always learning something

areas here at the bank. new and being challenged in areas outside

of your comfort zone.
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Tell us a bit about your job,
and why you decided to work
at Bluestep

My job is to reach out to customers
and have the initial conversation
with them. Someone | knew worked
at Bluestep, and they got me
interested in the company. | thought
the atmosphere and the business
concept felt modern and helpful,
which makes it fun to work with.

What'’s the best thing
about your job?
The best thing about my job is the

Tell us a bit about your job,
and why you decided to work
at Bluestep

| am a mortgage specialist working
with the 60plusbanken’s equity
release product. | began as a
mortgage loan specialist in our
mortgage centre and I've worked

at Bluestep for nearly three and a
half years. The reason | applied for a
job at Bluestep, was when | saw the
advertisement for the mortgage loan
officer position and thought ‘I know
this stuff — I'm the one Bluestep is
looking for’. And now three years
later | know that | was right.

Tell us a bit about your job,
and why you decided to work
at Bluestep

I'm responsible for Bluestep’s
treasury function. The treasury
function’s responsibilities include
the bank’s funding, liquidity
management and the management
of market risks. | chose Bluestep
mainly for the opportunity to
influence and develop the funding
strategy, to make it more diversified
and suitable for the bank’s future
needs.

feeling that I'm giving a customer a
good start on their journey towards
a new home or a better financial
situation. | also want to highlight our
wonderful Finnish team, they always
make me happy.

Where do you find motivation?
The opportunities we have for
professional growth inspires me.
Our workdays can't always be
different, but I'm often faced with
new challenges and tasks which
motivate me to develop even
further. 'm also learning a lot from
colleagues with longer and broader
experience in the industry.

What'’s the best thing
about your job?

The best things about my job are
all of my wonderful and helpful
colleagues and the feeling of
helping people who usually can’'t

find help elsewhere.

Where do you find motivation?
I'm motivated by the customers

that we help. It's an amazing feeling
to be able to make a difference in
people’s lives, regardless of whether
you're helping someone add to a
low pension, pay off their loans,
have the funds for the little extra
things in life or quite simply realise
their dreams.

What’s the best thing

about your job?

| appreciate the mix of pragmatism
and drive, whilst still keeping good
order. The variety of tasks and many
great colleagues.

Where do you find motivation?
Even if we've mostly been working
remotely over the last year, I'm
motivated by the daily exchange
with my colleagues, both within-
and outside the treasury function.
Looking at the bigger picture, the
fact that the treasury function can
make a difference is motivating. By
doing a good job, we enable the
bank to help more people.

Helja Lukka, 23,
Mortgage Centre

in Finland

Liselotte Brattberg, 53,
Mortgage Specialist
in Sweden

Klas Lavemark, 46,
Head of Treasury
in Sweden




Administration report

Bluestep Bank AB (publ) (“the Bank”, also called “Parent”), org no 556717-5129 with registered office in
Stockholm, Sweden, hereby presents the annual report and the consolidated financial statements for

the financial year 2020-01-01 - 2020-12-31. The group accounts include the wholly owned subsidiaries
Bluestep Finans Funding No 1 AB (“BFF1), org no 556791-6928, with its registered office in Stockholm,
Bluestep Mortgage Securities No 2 Designated Activity Company (“Step2”), org no 522186, with its
registered office in Dublin, Bluestep Mortgage Securities No 3 Designated Activity Company (“Step 3”),
org no 550839, with its registered office in Dublin, Bluestep Mortgage Securities No 4 Designated Activity
Company (“Step 4”), org no 596111, with its registered office in Dublin and Bluestep Servicing AB (“BSAB”),
org no 556955-3927, with its registered office in Stockholm, Sweden. All the financial information is
provided for the Group unless otherwise stated, while the regulatory information relates to the legal entity
Bluestep Bank AB (publ) or the Consolidated situation which Bluestep reports to the Swedish Financial
Supervisory Authority. The Consolidated situation consists of Bluestep Holding AB (“BHAB”), the Bank,

BSAB, BFF1, Step 2, Step 3 and Step 4.

The Group’s results

The full year refers to 1 January - 31 December
2020 compared to the same period in the
previous year.

Operating profit

Operating profit decreased by 21% and amounted
to SEK 215m (SEK 275m). The decrease is
attributable to one-off costs from restructuring
and streamlining of the Bank’s processes, as well
as depreciation and write-offs of fixed assets.
Profit was also affected by the strategic initiatives
relating to mortgages in Finland and the new
60plusbanken brand, as well as the weaker

NOK compared to the previous year. For the full
year, net interest income remained stable whilst

Operating income

loan losses decreased, despite larger loan loss
provisions due to growing uncertainty caused by
the pandemic.

Sale of the personal loan portfolio

At the start of the year, the Bank strengthened its
strategic focus on mortgages and ceased to offer
new unsecured personal loans. In November 2020,
the Bank entered an agreement for the sale of the
personal loan portfolio, with ownership transferring
to the buyer on 1 January 2021. This has affected
the net interest income negatively for the year, but
in total the Bank’s risk adjusted return has been
lower for the personal loans than for its mortgage
loans. The balance sheet for 2020 recognises

the personal loan portfolio as Assets held for sale
rather than Lending to the public.

SEK Millions 2020 2019 Change %
Net interest income 809 819 -1%
Net result of financial transactions 16 18 -9%
Other operating income 11 12 -3%
Total operating income 836 848 -1%
Operating expenses

SEK Millions 2020 2019 Change %
Staff costs -286 -244 17%
Administration costs -232 -232 0%
Depreciation and impairments -63 -38 67%
Total operating expenses -581 -514 13%
Credit losses

SEK Millions 2020 2019 Change %
Net credit losses -40 -60 -33%
Credit losses (%)* 0.25% 0.37% -33%

"Credit losses net in relation to closing balance of lending to the public.
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Net interest income

Net interest income decreased by 1% to SEK
809m (SEK 819m). The decrease is linked to

the Bank’s decision to withdraw from the higher
risk unsecured personal loan market, which has
reduced the gross margin as unsecured personal
loans generate higher interest income than
mortgages. The personal loan portfolio decreased
and represented a smaller proportion of total
lending during the year. Interest income was also
negatively affected by stronger growth in the
mortgage segment with lower risk, which in turn
affects credit losses favourably. Due to uncertainty
caused by the pandemic, the Bank decided to
hold a larger liquidity reserve, which has increased
interest expenses during the second half of the
year. The successful covered bond issuances

and strong inflows of deposits from the public
contributed to the higher liquidity reserve at year-
end. During the year, Bluestep took another step in
the ongoing diversification of the Bank’s funding.
The issuance of covered bonds is a key part of
this process, which will have a positive impact on
funding costs.

Operating expenses

Expenses increased 13% to SEK 581m (SEK 514m).
The increase in administrative costs is attributable
to the strategic initiatives relating to mortgages in
Finland and the new 60plusbanken brand, as well
as one-off costs resulting from restructuring and
streamlining of the Bank’s processes. Depreciation
and write-off of fixed assets increased through
further investments in process development

and the write-down of IT systems which were
discontinued. An example of process development
that took place during the year is the possibility
to digitally sign mortgage documents in Sweden,
which simplifies the application process for our
customers and reduces administration for the
Bank. The Bank has had separate functions for
the administration of lending and deposits for
each country in which it operates. This will now

be brought together in a single Nordic function
with joint processes and systems. The C/I ratio
before loan losses was 69% (61%) for the full
year. Completed and current restructurings

and streamlining are aimed at bringing about
improvements for our customers and reducing the

Bank’s costs going forward.

Credit losses

Net credit losses fell to SEK 40m (SEK 60m).
The decrease is attributable to the run-off of the

personal loan portfolio. Provisions for future loan
losses for mortgages increased through a covid-19
overlay and more conservative assumptions in

the provisioning model for Norwegian mortgages.
For the full year, the credit loss level was 0.25%
(0.37%), and for mortgages it was 0.17% (0.11%).

Credit Losses'
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Credit losses (SEK millions) == Credit losses (% of Loan book)

"The credit losses increased beginning in 2018 due to
the transition to IFRS.

Employees

The average number of employees in the Group
during the year was 275 (274), of which 67 (72)
were employed by the branch in Norway and 9 (O)
by the branch in Finland. At year-end the number
of full time employees was 266.

Group contribution and dividend

The Directors of BHAB (the 100% owner of the
Bank) had planned to recommend a dividend to
its general meeting in 2020. This recommendation
was withdrawn due to the dividend limitations
imposed by the Swedish Financial Supervisory
Authority, as a result of the pandemic. In 2019,

the Bank paid a group contribution of SEK 85.3m
(before tax) to BHAB. Despite the strong capital
situation, the board will not propose a dividend in
the general meeting in April 2021. After September
30, 2021, an assessment will be made if a dividend
will be proposed during the fourth quarter of 2021.

Tax

Tax expense amounted to SEK 61m (SEK 44m),
which corresponds to an effective tax rate of
28.4% (231%). The deviation from the nominal tax
rate of 21.4% is attributable to taxable temporary
differences in Norway.

Net Income

Profit for the year amounted to SEK 154m (SEK
146m).
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Financial position
At 31 December 2020 compared with the same
date previous year, unless otherwise stated.

Lending

The Group’s total loan portfolio amounted to SEK
16 116m (SEK 16 150m). The portfolio development
was reduced by the sale of the personal loan
portfolio and weakening of the Norwegian krone.
Adjusted for personal loans and currency effects,
lending increased by 12%.

Capital base and capital adequacy

The common equity tier 1 capital (CET1) amounted
to SEK 1617m (SEK 1 475m) for the Consolidated
situation. This corresponded to a common equity
tier 1 ratio of 19.7% (17.9%). The Bank’s common
equity tier 1 capital amounted to SEK 1 506m (SEK
1494m), corresponding to a common equity tier

1 ratio of 19.0% (21.4%). No dividends have been
distributed, contributing to the high CET1 ratios.
The Bank has a long-term target of a CET1 ratio

of at least 16%. The capital situation has been
strenghtened by the sale of the personal loan
portfolio. For further information regarding capital
base and capital adequacy, see Note 31.

Lending to the public 2020
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Return on equity

Return on equity amounted to 10.1% (14.1%) for the
year.

Financing

At the end of the year, the Group’s sources of
financing consisted of equity, deposits from the
public in Sweden and Norway, RMBS (Residential
Mortgage Backed Securities, i.e. bonds with
underlying Swedish mortgage assets as collateral
through the wholly owned subsidiary Step 4),
covered bonds and senior unsecured bonds.

Funding

In January, the Bank contracted a new credit
facility of SEK 2 O00m, primarily as a result of
the license it had been granted to issue covered
bonds. The facility was repaid in full at the end of
the first half-year. The fully utilised credit facility
of SEK 2 O00Om at the end of the previous year
which belonged to the subsidiary BFF1 was
repaid in February. A RMBS transaction (Step 3)
was repaid in May. In combination with ongoing
amortisations of outstanding transactions (Step
4), RMBS funding decreased during the year to
SEK 746m (SEK 1 901m). The outstanding volume
of unsecured bonds, issued under the Bank’s MTN
programme, remained unchanged during the year

Lending to the public 2019
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and amounted to SEK 2 O0O0Om (SEK 2 OOOm). In
April, an inaugural issuance of covered bonds was
carried out under the Bank’s MTCN programme.
The tenor of the bond was three years and the
volume amounted to SEK 1 700m, which was
increased to SEK 1 900m in September. In
October, a second issuance of covered bonds was
carried out, with a volume of SEK 1 000Om and a
tenor of five years.

Deposits

Deposits from the public as of year-end amounted
to SEK 12 613m (SEK 11 421m), an increase of 10%.
Deposits in the Norwegian Branch amounted to
SEK 8 024m (SEK 7 105m), which corresponds to
an increase of 13%.

The deposit products available to consumers

are covered by the Swedish government deposit
guarantee, which amounted to SEK 950 O0OO in
Sweden at the year-end. From 1 January 2021, the
deposit guarantee amounts to SEK 1 050 OQ0O. In
Norway, the deposit products are also covered by
the Norwegian deposit guarantee, which amounts
to NOK 2 OO0 00O via the Norwegian Banks’
Guarantee Fund.

Credit rating

The Bank’s credit rating (long-term deposit rating
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from Moody’s) has been A3 with a stable outlook
since June 2020. During the year, the credit rating
was upgraded on two occasions, to Baal with a
positive outlook from Baa2 in February and then
to A3 in June. The Bank’s covered bonds were
assigned a credit rating of Aal by Moody’s.

Liquidity

As of year-end, the Group’s liquidity reserve
amounted to SEK 3 000m (SEK 2 674m), of which
SEK 1877m (SEK 1670m) was placed with credit
institutions, SEK 402m (SEK 266m) was placed
with central banks, SEK 286m (SEK 532m) was
invested in Swedish and Norwegian covered
bonds and SEK 434m (SEK 206m) was invested
in bonds issued by the Swedish and Norwegian
governments or municipalities. Last year’s figure
also included bonds issued by other European
governments. All bond investments were in bonds
with credit ratings AAA / Aaa. The Bank’s liquidity
reserve amounted to SEK 2 839m (SEK 2 O71m).

The liquidity coverage ratio ("LCR”) for all
currencies in the Consolidated situation amounted
to 439% (361%) at year-end. The Net Stable
Funding Ratio ("NSFR”) was 133% (118%) at year-
end. The successful covered bond issuances

and strong inflows of deposits from the public
contributed to the higher liquidity reserve

at year-end.

External funding sources 2019
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* Residential Mortgage Backed Securities, ie. bonds with underlying Swedish mortgage assets as collateral
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Five-year overview

Bluestep Holding AB

Key figures | Group 2020 2019 2018 2017 2016 (Sweden)
Operating Income (SEK m) 215.5 274.5 212.2 250.8 212.2
Gross revenue / Lending portfolio? 7.2% 7.5% 7.5% 7.4% 7.3%
Bluestep Bank Group
Operating revenues 5.2% 5.5% 5.3% 5.3% 5.3% e == e o o o o Em e R Em e e mmER B S R EE R EE EE R Em o E e . -
Credit losses (%)? 0.25% 0.37% 0.35% 0.25% 0.23% | I
Bluestep Bank AB (publ), Bluestep Bank AB (publ) Bluestep Bank AB (publ),
CET12 1,617.2 1,474.9 1,303.0 1,063.8 914.7 | Filial Finland P P z Filial Oslo I
(Finnish B h) (Sweden) (N ian B h)
CET1(%)? 19.7% 17.9% 17.5% 15.0% 15.0% [ innish Branc orwegian branc I
Return on Equity*? 10.1% 14.1% 13.0% 19.4% 19.8% I I
Return on Assets’ 1.1% 1.5% 1.2% 1.6% 1.6% I I
Liquidity Reserve (SEK m) 3000.3 2673.7 2 555.9 3029.7 2076.7 | |
| Servici Bluestep Finans I
External Funding (SEK m) 5,689.2 5,901.1 5,432.6 4,831.3 3,404.0 ervicing AB Funding Mortgage Mortgage Mortgage
Lend folio (SEK 16,115.5 16,150.0 14,521.7 12,366.0 9,918.0 I s No.1 AB Securities Securities Securities I
i tfoli , . , . , . , . 3 . s

ending portfolio (SEK m) : and Loan (Funding DAC) No.2 DAC No.3 DAC No.4 DAC :
Leverage Ratio? 8.0% 7.7% 7.5% 6.4% 6.5% Administration) 9 (Funding DAC) (Funding DAC) (Funding DAC)
Average number of employees 275 274 243 227 187 I :

A shareholders’ contribution of SEK 200m was made in 2018, which had a negative effect on return on equity

2 See page 104 for definitions of alternative performance measures.

Organisation and operations

Bluestep Bank AB (publ) is a joint-stock bank
under the supervision of the Swedish Financial
Supervisory Authority (the “Swedish FSA”). The
Bank’s head office is located at Sveavdgen 163,
SE-104 35 Stockholm, Sweden.

Ownership and definitions

BlueStep Holding AB has been owned by EQT VI
since November 2017. The ownership structure
and definitions used are detailed below:

- Bluestep Holding AB (“BHAB”)
Owns 100 percent of Bluestep Bank AB (publ)

- Bluestep Bank AB (publ) (“the Bank”, also called
“the Parent”)
Parent Company of the Bluestep Bank Group
(“the Group”)

- Bluestep Bank AB (publ), branch in Oslo (“the
Norwegian Branch”)
Norwegian branch for the Norwegian deposit
and mortgage operations
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- +Bluestep Bank AB (publ), branch in Finland ("the
Finnish Branch”), registered in January 2020
Finnish branch for the Finnish mortgage
operations

« +Bluestep Finans Funding No 1 AB (“BFF1”)
Warehouse funding facility company and
Funding DAC. 100 percent owned by the Bank

- Bluestep Mortgage Securities No 2 Designated
Activity Company (“Step 27)
Former Funding DAC under liquidation. 100
percent owned by the Bank

- Bluestep Mortgage Securities No 3 Designated
Activity Company (“Step 3”)
Former Funding DAC under liquidation. 100
percent owned by the Bank

- Bluestep Mortgage Securities No 4 Designated
Activity Company (“Step 4”)
Funding DAC. 100 percent owned by the Bank

- Bluestep Servicing AB (“BSAB”)
Deposit and loan Administration. 100 percent
owned by the Bank

Bluestep operates in Sweden, Norway and Finland,
where the Norwegian and Finnish operations are
run through the respective Branches. The Group is
the Nordics largest specialist residential mortgage
lender in its niche and the core business is to
engage in lending activities which are mainly
funded by equity, deposits from the public, credit
facilities, issuance of residential mortgage backed
securities (through the wholly owned subsidiary
Step 4) and issuance of covered bonds and senior
unsecured bonds.

All financial information is provided for the

Group unless stated otherwise, while regulatory
information refers to the legal entity Bluestep
Bank AB (publ) or the Consolidated situation,
which Bluestep reports to the Swedish Financial
Supervisory Authority. The Consolidated situation
per 2020-12-31 consists of BHAB, the Bank, the
Norwegian Branch, the Finnish Branch, BSAB,
BFF1, Step 2, Step 3 and Step 4.

Foreign branches

The Bank has operations in Norway and Finland
through its respective branches. The Bank is a
leading credit provider in the specialist mortgage
market in Norway and strengthened its role in the
Nordic region by establishing a branch and issuing
mortgages in Finland. The Norwegian business is

primarily funded through deposits from the public
in Norway and own funds in the form of equity. The
Finnish Branch is funded through internal loans
from the Bank, which the Norwegian Branch also
has as an option for funding.

Significant regulatory changes

In 2020, an update in IAS 39 took place due to
the IBOR-reform, for further information see note
1. Otherwise, the Annual Report is prepared in
accordance with same accounting principles and
calculation methods as the Annual Report 2019.

The Bank has chosen to prepare the statutory
sustainability report and corporate governance
report separately from the annual report pursuant
to the Swedish Annual Accounts Act Chapter 6
Section 6 and Chapter 6 Section 11. The corporate
governance report and sustainability report are
not part of the administration report; instead, they
appear at the end of this document.

Subsequent events

- On the first of January 2021, the sale of the
Personal loans portfolio was finalised.
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Risk Management

The Bank’s risk management aims to ensure that
the outcome of risk-taking activities are consistent
with set risk management strategies and risk
appetite, and that there is an appropriate balance
between risk and reward. The risk management is
integrated into the overall governance and internal
control, and is linked to the strategic planning and
capital management. The risk management covers
risks that the Bank is, or might be, exposed to, and
is limited and mitigated through set risk appetite
and risk tolerance, which makes it possible to
make well-informed decisions for risk-taking and
to ensure awareness and understanding of risk
management within the Bank. The Bank’s risk
governance and risk management framework is
governed by the Risk Management Policy and
Instruction, approved by the Board.

Risk Governance

The Bank’s risk governance is performed from
an organisational perspective as well as from a
perspective with three lines of defence.

The organisational perspective consists of the
Board, the CEOQ, the Senior Management Team,
business functions, and control functions.

The perspective with three lines of defence
consists of the following areas of responsibility for
risk management, compliance and internal control:

Business operations
1st Line of defense - Functions that own and manage

risks and compliance

Risk Management & Compliance Functions
- Functions that monitor and independently
control risks and compliance

2nd Line of defense

Internal Audit
3rd Line of defense

- Functions that provide independent
oversight of 1st and 2nd lines

- First line of defence - Business functions,
where managers own their risks and are
responsible for the day-to-day risk management,
compliance and internal control. The managers
of the business functions report to the Senior
Management Team and the CEO.

- Second line of defence - The risk management
function and the compliance function are
responsible for the frameworks for risk
management, compliance and internal control,
and perform support and independent
monitoring and control of these areas. The
Chief Risk Officer (“CRO”) and the Head of
Compliance report directly to the CEQO, and to
the Board.

- Third line of defence - The internal audit
function is responsible for independent review
of risk management, compliance and internal
control in the business and control functions.
The internal audit function reports directly to
the Board. The Bank has outsourced the internal
audit to Deloitte AB.

The Board sets financial and business goals

and strategies, ensures that there are effective
operating structures and systems in place, and
ensures compliance with laws, regulations and
internal policies. The Board has thus the ultimate
responsibility for risk management, capital
management, compliance and internal control.
The responsibility includes deciding on the Bank’s
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risk management strategies and risk appetite,

and ensuring that the risk, capital and liquidity
situation is within the set framework, and that

the risk management, compliance and internal
control is effective and appropriate. The Board has
established the following committees:

- Audit, Risk and Compliance Committee
(“ARCCQ’) assists the Board in reviewing
financial reporting, risk management,
compliance, internal control and auditing, and

« Remuneration Committee assists the Board in
preparing proposals for remuneration.

The Board has appointed a CEO, responsible

for the management of the Bank’s operations, to
ensure that the organisation and working methods
are appropriate, and to ensure that business
functions comply with external and internal rules.
The CEO has established the following committees
and forums:

- Senior Management Team to support the CEO in
the day-to-day management of the Bank,

- Risk and Compliance Committee (“RiCO”)
to assist the operations in operational risk
management, compliance and audit issues,

- New Product Approval Process Committee
(“NPAP”) to assist the operations in decisions on
new or changed products, processes, services,
systems and material organisational changes,
and

- Asset and Liability Management Committee
(“ALCQ”) to assist the operations in managing
balance sheet-related risks.

The Board has appointed a CRO who is directly
subordinated to the CEO. The CRO leads the Risk
Management function, responsible for supporting
and independently monitoring and controlling
the risk management for the Bank, and thereby
ensuring that the risks are identified, assessed,
managed, monitored and reported correctly.

Risk Management Framework

The Bank’s risk management framework ensures
alignment with set risk management strategy,
risk appetite and risk tolerance, and appropriate
balance between risk-taking and return. The risk
management framework is integrated into the
overall framework for internal governance and
control, and covers the Bank’s business areas,
operations and functions. The framework covers

significant risks the Bank is, or might be, exposed
to on or off the balance sheet.

The risk management framework includes
principles, risk culture, risk management strategy,
risk appetite and risk tolerance, risk profile, risk
management process, risk control, approval
process for new products, sensitivity analysis,
stress tests and scenario analysis, internal capital
and liquidity assessment process ("ICLAAP”),
risk reporting, and risk-related policies and
instructions.

The Bank’s Risk Management Policy and
Instruction is reviewed annually. For further details
on the Bank’s risk management, see Note 2 “Risk
Management”.

Capital Management

The Bank’s capital management framework is
governed by the Capital Management Policy,
approved by the Board, and covers roles and
responsibilities, principles, capital requirements
and capital adequacy, capital planning and capital
reporting.

The capital management is integrated into the
strategic planning, the risk management strategy
and the performance of the ICLAAP, and is based
on internal conditions, organisational structure,
business model, and the risk, capital and liquidity
situation. Through the capital management,
sufficient capitalisation, appropriate composition
of the own funds from a loss absorption and
cost perspective, efficient use of capital and
efficient capital planning can be ensured. This
provides support for achieving set goals, desired
results, maintaining financial strength and
continuity, maintaining sufficient liquidity to meet
commitments, and to protect the Bank’s brand
and reputation. In addition, the operations can
continue to generate returns and benefits for
shareholders and other stakeholders.

Capital requirements and capital
adequacy

In accordance with the capital adequacy
regulation, the Bank’s own funds shall cover
statutory Pillar | minimum capital requirements
(for credit risk, operational risk, market risk and
credit valuation adjustment risk), Pillar Il capital
requirements for additional identified risks, and
combined buffer requirements (in the form of
countercyclical capital buffer, capital conservation
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buffer and capital planning buffer).

The Bank maintains a minimum capital level of 8
percent of the risk-weighted exposure amounts
and has sufficient capital to meet Pillar Il capital
requirements and buffer requirements in the form
of Common Equity Tier 1 capital. In addition, the
Bank maintains an extra capital buffer to prevent
violating external regulatory requirements or
internally set capital limits in situations of financial
stress and significant negative impact on the
financial system. The Board has established a
long-term target of Common Equity Tier 1 capital
ratio of 16%, and a minimum Common Equity Tier 1
capital ratio of 15%.

The Bank allocates capital for its risks according
to Pillar | capital requirement based on the
standardised approach for credit risk, market risk
and credit valuation adjustment risk, while the
alternative standardised approach is used for
operational risk. For credit risk, the risk exposure
amounts are calculated by risk weighting the
Bank’s asset items against different risk classes.
Allocation between risk categories and underlying
risk weights depends on the type of exposure and
counterparty, and the total risk-weighted exposure
is multiplied by 8 percent. For operational risk, all
business areas with the Bank have been classified
as retail business, where the capital requirement is
12 per cent of the average of the relevant indicator
for the past three financial years.

Pillar Il capital requirements have, as part of the
Bank’s ICLAAP, been calculated for concentration
risk, interest rate risk, credit risk, foreign exchange
rate risk, liquidity risk, operational risk, business
risk and strategic risk. Methods from the Swedish
Financial Supervisory Authority are used for
concentration risk and interest rate risk, and
internal methods are used for the other risks.

Capital planning

The Bank has a capital plan for the amount of
own funds based on the risk profile, sensitivity
analyses, stress tests and scenario analyses,
expected lending expansion and financing
opportunities, and new or changed legislation,
business and competitive situation and other
external conditions.

The capital planning takes into account the results
of the forecasted budget plan, balance sheets,
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capital requirements and capital need when
performing the ICLAAP. The capital planning is
based on realistic assumptions about how long the
capital measures take to implement, what effect
the measures may have on the risk, capital and
liquidity situation, and how long it takes before the
measure gets the expected effect.

Furthermore, the Bank has a recovery plan

in accordance with external regulations that
establishes measures that can be taken to restore
the risk, capital and liquidity position and the
profitability if necessary. The recovery plan is
reviewed at least once a year.

Monitoring and reporting

The Risk Management function monitors the
capital requirement and capital adequacy
outcomes against set risk tolerance limits on a
monthly basis, and reports this to the Board and
the CEO.

The ICLAAP, where the capital management is
integrated, is performed at least annually, or when
necessary, and monitoring of key risk indicator
outcomes and reporting of these is performed
monthly.

The Bank’s Capital Management Policy is reviewed
annually. For further details on the Bank’s capital
management, see Note 31 “Capital adequacy
analysis - Parent company and consolidated
situation”.

Liquidity Management

The liquidity and financing management framework
is governed by the Liquidity and Financing Risk
Management Policy, approved by the Board, and
covers roles and responsibilities, principles, risk
management strategy, risk management process,
risk control and risk reporting of liquidity and
financing risks.

The daily management of liquidity risk is
performed by the Treasury function. The risk
appetite for liquidity risk is low, why the Bank
maintains significant excess liquidity in a liquidity
reserve. The Bank measures its liquidity reserves
in both expected and stressed scenarios to
verify that the minimum liquidity requirement

is maintained. The minimum liquidity reserve

is set by the Board. The Bank uses key risk

indicators, in order to detect deviations from the
expected liquidity development at an early stage.
Contingency plans have also been established to
enable rapid responses to mitigate risks related to
the size of the liquidity reserve.

Liquidity risk is measured daily, and is reported

to the Chairman of the Board, the CEO, the CFO,
and the CRO on a daily basis, and to the Board in
case of limit-breaches. The daily reporting covers
the level of the Bank’s liquidity reserve and its
composition, under both expected and stressed
scenarios. The Bank’s CEO reports monthly to

the Board regarding liquidity management and
liquidity risk. The CRO performs independent
controls of liquidity, and reports to the Board and
the CEO. The reports show key figures concerning
liquidity risks such as the liquidity reserve, liquidity
coverage ratio (“LCR”) and net stable funding
ratio (“NSFR”). Independent control regarding the
liquidity management is also performed within the
internal audit framework.

The size and composition of the liquidity reserve
are regularly analysed and evaluated against
estimated emergency needs in the Bank’s ICLAAP
which addresses liquidity shortfalls in emergency
situations.

The LCR measures the extent to which the Bank
has sufficient high-quality liquid assets to cover

Proposal for the appropriation of profits (SEK)

its need for liquidity in stressed situations over the
coming 30 days. The Bank complies with the LCR
requirement on a consolidated basis. Furthermore,
a good balance of the currency composition in
the liquidity reserve is also sought in relation to
potential net outflows for each relevant currency,
namely SEK, NOK and EUR. The Bank also
complies with the requirements for NSFR, which
ensures that long-term assets are funded with

a minimum level of stable long-term funding. In
addition to the LCR and NSFR, the Bank also uses
internal measurements and limits to ensure that
liquidity risk is managed in accordance with the
Bank’s risk tolerance. The internal measurements
and limits are primarily attributable to the size and
composition of the Bank’s liquidity reserve. The
liquidity reserve is set in relation to the size and
duration of deposits from the public and in relation
to the Bank’s total interest-bearing liabilities. In
addition, there are internal limits to ensure that
the Bank can continue to operate without liquidity
injections over a longer period.

The Bank has established a strategy that
diversifies both the source and duration of its
financing through deposits from the public,
issuance of covered- and senior unsecured bonds
and RMBS-financing.

For further information regarding liquidity risk, see
Note 2 “Risk Management”.

The following profits are available for appropriation at the annual general meeting

Retained earnings
Profit for the year

Translation reserve

The Board propose that

the following be carried forward

1,464,619,657
146,268,758
-16,177,353

1,594,711,062

1,594,711,062

1,594,711,062

The Board of Directors’ assessment is that the
Bank’s equity as stated in the annual report is
sufficient in relation to the size and risk of the
business. For information regarding the results

and financial position of the Group and the Bank,
please see the following income statements and
statements of financial position, statements of
cash flow and supplementary disclosures.
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Income statement
Group

Balance sheet
Group

SEK Millions Note 2020 2019
Operating income
Interest income calculated using the effective interest method 1,162.6 1,153.4
Other interest income 5.6 9.8
Interest expense calculated using the effective interest method -237.6 -249.1
Other interest expenses -121.8 -95.1
Net interest income 4 808.9 819.0
Net gains and losses from financial transactions 6 16.4 17.9
Other operating income 7 11.1 115
Total operating income 836.3 848.5
Operating expense
General administration expenses 8,9,10 -518.0 -476.7
Depreciation of tangible and intangible assets 11,12 -62.7 -37.6
Total operating expenses -580.7 -514.3
Profit before credit losses 255.6 334.2
Credit losses, net 13 -40.1 -59.7
Operating profit/loss 215.5 274.5
Group contributions = -85.3
Tax 14 -61.1 -43.6
PROFIT FOR THE YEAR 154.4 145.6
PROFIT FOR THE YEAR ATTRIBUTABLE TO SHAREHOLDERS 154.4 145.6
comprehens' e income
SEK Millions 2020 2019
Profit for the year 154.4 145.6
Items that may be reclassified to the income statement
Translation difference for the year, foreign operations -27.6 3.5
Tax effect, exchange differences, foreign operations 5.9 -0.8
Total other comprehensive income -21.7 2.8
COMPREHENSIVE PROFIT FOR THE YEAR 132.7 148.3

SEK Millions Note 2020-12-31 2019-12-31
Assets
Cash and balances at central banks 15 402.3 266.0
Lending to credit institutions 16 1,877.4 1,669.6
Lending to the public 17 16,115.5 16,150.0
Value change of interest-hedged items in portfolio hedging 471 -25.7
Derivatives 18 41.2 147.0
Bonds and other interest-bearing securities 19 720.6 738.1
Intangible assets 11 116.8 107.6
Tangible fixed assets 12 52.9 60.8
Other assets 21 168.0 105.4
Prepaid expenses and accrued income 22 23.0 20.9
Assets held for sale 23 714.6 -
Tax assets 1.8 13.9
Total assets 20,281.1 19,253.5
Liabilities
Liabilities to credit institutions 24 - 2,000.0
Issued bonds 25 5,689.2 3,901.1
Deposits from the public 26 12,612.9 11,421.4
Derivatives 18 55.8 17.1
Other liabilities 28 95.1 2198
Accrued expenses and prepaid income 27 90.0 88.6
Total liabilities 18,543.0 17,648.0
Equity
Share capital 100.0 100.0
Translation reserve -17.4 4.3
Shareholders' contribution 563.7 563.7
Retained earnings 937.4 791.9
Profit for the year 154.4 145.6
Total equity 1,738.2 1,605.5
Total equity and liabilities 20,281.1 19,253.5
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Statement of Cash flow statement
changes in equity Group

SEK Millions Note 2020 2019
Group

Operating activities

Shareholders’ equity Operating profit/loss 215.5 2745

. Translation  Shareholders’ Retained Total ol 274.5
- Share capital R, . q
SEK Millions reserve contribution earnings equity Adjustments for items not included in cash flow
Opening balance 2019-01-01 100.0 16 563.7 791.9 1,457.2 Depreciation 1112 G2 37.6
Profit for the year 145.6 145.6 Unrealised changes in value 6 0.5 -8.4
Credit losses excluding recoveries 13 80.8 105.0
Other comprehensive Income 2.8 2.8
Total - Items not included in cash flow 144.1 134.3
Ending balance 2019-12-31 100.0 4.3 563.7 937.4 1,605.5
Opening balance 2020-01-01 100.0 4.3 563.7 937.4 1,605.5 Taxes paid -49.0 545
Profit for the year 1544 154.4 Cash flow from current operations before changes to operating capital 310.6 354.3
Other comprehensive Income -21.7 -21.7
Ending balance 2020-12-31 100.0 -17.4 563.7 1,091.8 1,738.2 Cash flow from changes to operating capital
Increase (-)/decrease (+) of lending to the public -833.6 -1,707.6
Increase (-)/decrease (+) of change in short term receivables 41.0 76.3
Increase (+)/decrease (-) of deposits from the public 1,1915 1,004.8
Increase (+)/decrease (-) of change in short term liabilities -84.7 50.2
Cash flow from operating activities 624.7 -222.1
Investing activities
Investments in intangible assets 11 -56.0 -72.9
Investments in tangible fixed assets 12 -7.9 -66.9
Change in bonds and other interest-bearing securities 19 17.0 -36.6
Cash flow from investing activities -47.0 -176.4
Financing activities
Liabilities to credit institutions 24 -2,000.0 1.1
Change in Issued bonds 25 1,788.1 467.4
Cash flow from financing activities -211.9 468.5
NET CASH FLOW FOR THIS YEAR 365.9 70.0
Liquid funds at beginning of year 1,935.6 1,862.8
Currency difference in liquidity -21.7 2.8
LIQUID FUNDS END OF YEAR 2,279.7 1,935.6
Cash flow includes interest receipts of 1,158.4 1,168.6
Cash flow includes interest payments of -355.1 -354.6
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Income statement Balance sheet
Parent Parent

SEK Millions Note 2020 2019 SEK Millions Note 2020-12-31 2019-12-31
Operating income Assets
Interest income calculated using the effective interest method 1,150.8 1,000.6 Cash and balances at central banks 15 402.3 266.0
Other interest income 31.3 59.8 Lending to credit institutions 16 1,716.4 1,067.3
Interest expense calculated using the effective interest method -328.9 -402.5 Lending to the public 17 16,115.5 13,760.9
Other interest expenses -84.5 -28.0 Value change of interest-hedged items in portfolio hedging 471 -25.7
Net interest income 4 768.8 629.9 Derivatives 18 16.7 34.4
Bonds and other interest-bearing securities 19 720.6 738.1
Group contributions = 115.2 Shares and participations in associated companies 20 4.7 4.7
Net result of financial transactions 6 18.9 -10.7 Intangible assets 11 107.1 94.2
Other operating income 7 37.4 85.0 Tangible fixed assets 12 5.4 7.1
Total operating income 825.2 819.4 Other assets 21 170.0 780.1
Prepaid expenses and accrued income 22 224 20.2
Operating expense Assets held for sale 23 714.6 -
General administration expenses 8,9,10 -536.5 -484.8 Tax 2.7 13.0
Depreciation of fixed assets 11,12 -43.8 -21.5 Total assets 20,045.3 16,760.3
Total operating expenses -580.3 -506.3
Liabilities
Profit before credit losses 244.9 313.1 Liabilities to credit institutions 24 582.2 1,487.8
Deposits from the public 26 12,612.9 11,421.4
Credit losses, net 13 -40.6 -57.4 Issued bonds 25 4,943.5 2,000.0
Derivatives 18 55.8 171
Operating profit/loss 204.3 255.7 Other liabilities 28 52.0 169.3
Group contributions - -85.3 Accrued expenses and prepaid income 27 85.2 76.5
Tax 14 -58.0 -42.0 Total liabilities 18,331.5 15,172.0
PROFIT FOR THE YEAR 146.3 128.4 Equity
- Share capital 100.0 100.0
state m e n t Of co m p re h e n s Ive Self-procured acquisition values 19.1 10.8
- Translation reserve -16.2 4.5
I n co m e Retained earnings 1,464.6 1,344.6
Profit for the year 146.3 128.4
SEK Millions 2020 2019
Total equity 1,713.8 1,588.2
Profit for the year 146.3 128.4
Total equity and liabilities 20,045.3 16,760.3
Items that may be reclassified to the income statement
Translation difference for the year, foreign operations -26.3 3.7
Tax effect, exchange differences, foreign operations 5.6 -0.8
Total other comprehensive income -20.7 2.9
COMPREHENSIVE PROFIT FOR THE YEAR 125.6 131.3
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Statement of
in equity

Parent

changes

Cash flow statement

Parent

Restricted Non restricted
Fund for

development Translation Retained Total
SEK Millions Share capital fees reserve earnings equity
Opening balance 2019-01-01 100.0 - 1.6 1,355.4 1,456.9
Profit for the year 128.4 128.4
Tax effect due to transition to IFRS 9 29 29
Comprehensive Income 10.8 -10.8 -
Ending balance 2019-12-31 100.0 10.8 4.5 1,473.0 1,588.2
Opening balance 2020-01-01 100.0 10.8 4.5 1,473.0 1,588.2
Profit for the year 146.3 146.3
Comprehensive Income -20.7 -20.7
The period's own accumulated intangible assets 8.3 -8,3 =
Ending balance 2020-12-31 100.0 19.1 -16.2 1,610.9 1,713.8

The equity consists of 2 common stock of the same kind with quotient value of SEK 50m. All shares have

equal voting power.
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SEK Millions Note 2020 2019
Operating activities

Operating profit/loss 204.3 255.7

204.3 255.7

Adjustments for items not included in cash flow

Depreciation 11,12 43.8 215

Unrealised changes in value 6 -2.4 19.4

Credit losses excluding recoveries 13 81.2 102.3
Total - Items not included in cash flow 122.7 143.1
Taxes paid -47.6 -55.3
Cash flow from current operations before changes to operating capital 279.3 343.5
Cash flow from changes to operating capital

Increase (-)/decrease (+) of lending to the public -3,223.2 -1,860.6

Increase (-)/decrease (+) of change in short term receivables 625.6 42.7

Increase (+)/decrease (-) of deposits from the public 1,1915 1,004.8

Increase (+)/decrease (-) of change in short term liabilities -70.0 18.5
Cash flow from operating activities -1,196.7 -451.2
Investing activities

Investments in intangible assets 11 -53.6 -69.1

Investments in tangible fixed assets 12 -1.4 -2.8

Change in bonds and other interest-bearing securities 19 199 -64.3
Cash flow from investing activities -35.1 -136.2
Financing activities

Liabilities to credit institutions 24 2,037.9 656.0
Cash flow from financing activities 2,037.9 656.0
NET CASH FLOW FOR THIS YEAR 806.0 68.5
Liquid funds at beginning of year 1,333.4 1,261.9
Currency difference in liquidity -20.7 2.9
LIQUID FUNDS END OF YEAR 2,118.7 1,333.4
Cash flow includes interest receipts of 1,174.6 1,065.9
Cash flow includes interest payments of -409.0 -440.9
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Disclosures

All amounts in the notes are in millions of Swedish kronor (SEK m) and
represent carrying amounts unless otherwise indicated. Figures in
parentheses refer to the previous year.
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Note 1. Accounting policies

General information

The Annual Report was approved for publication
by the Board of Directors on April 22, 2021. The
income statement and balance sheet will be
presented at the Annual General Meeting for
adoption on April 22, 2021. The Bank is a wholly
owned subsidiary of Bluestep Holding AB, which is
also the ultimate Parent Company. A subsidiary’s
financial position is recognized in the consolidated
financial statements from the time the subsidiary
is acquired up to and including the date on
which the controlling interest ceases. The bank

is considered to have a controlling interest in a
company when it is exposed to or is entitled to a
variable return on its holding in the company, and
is able to affect these returns through its interest
in the company. A controlling interest is deemed
to exist when the bank, directly or indirectly
through a subsidiary, owns more than half of the
voting rights in a company if there is no evidence
that it is possible in practical terms for a different
investor to independently direct the relevant
activities at the company. The Bank’s business is
described in the Administration Report.

Compliance with standards
and laws

The consolidated financial statements have

been prepared in accordance with International
Financial Reporting Standards (IFRS) as adopted
by the EU and the Swedish Financial Supervisory
Authority’s Regulations and general guidelines,
FFFS 2008:25. The Group also applies RFR 1,
Additional Accounting Regulations for Groups
and related interpretations issued by the Swedish
Financial Reporting Board, and the Swedish
Annual Accounts Act for Credit Institutions and
Securities Companies (ARKL).

The Bank applies so-called legally limited IFRS,
and as a rule follows IFRS and the accounting
policies applied in the consolidated financial
statements. The Parent Company must
furthermore observe and prepare its annual
report in accordance with the Swedish Annual
Accounts Act for Credit Institutions and Securities
Companies (ARKL), the Swedish Financial
Supervisory Authority’s Regulations and general
guidelines, FFFS 2008:25 and RFR 2 Accounting
for Legal Entities issued by the Swedish Financial
Reporting Board.

The accounting policies below were applied
consistently to all periods presented in the
financial statements, unless otherwise stated

Changes in accounting policies
due to new or amended IFRS

The Bank has changed the designation of the
Groups Income statement to Statement of Income.
The parent company’s designation of Statement
of comprehensive income has been changed to
Comprehensive income.

Benchmark reform phase 1
(new principle for this year)

Amendments have been issued that provide
temporary exceptions from applying certain
specific hedge accounting requirements for
hedging relationships that are directly affected
by the benchmark reform. The temporary
exceptions are intended to ensure that hedging
relationships won’t need to be discontinued due
to uncertainty caused by the benchmark reform.
The amendments are to be applied to financial
years beginning on 1 January 2020 or later, with
an option to apply them earlier.

Benchmark reform phase 2

(principle not yet applied)

The amendments to IAS 39 entail exceptions to
certain hedge accounting requirements when
existing benchmark rates in hedging relationships
are replaced with alternative benchmark rates.
The amendments are thus considered to enable
the transition to new benchmark rates without
significant effects on earnings, and thus without
significant effects on the bank’s financial reports,
capital adequacy, major exposures or other
circumstances according to applicable operating
regulations.

The Bank is not expected to have any significant
income impacts as the Bank does not need to split
any hedging relations through the exemptions.

There are no changes in IFRS standards and
interpretations that are considered to have any
material impact on the Bank’s financial statements.

New and revised standards and interpretations
that have not yet come into force

Other changes in IFRS standards and
interpretations are not considered to have any
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material impact on the Bank’s financial statements.

Estimations and critical
assessments

When preparing the financial statements in
compliance with IFRS, management must rely

on estimations and assessments that affect

the reported amounts of assets, liabilities and
disclosures of any assets and contingent liabilities
at the reporting date, as well as reported income
and expenses during the reporting period.

The Bank’s management makes assessments

and estimates to determine the value of

certain financial assets and liabilities. These are
attributable to financial instruments, loans to the
public and asset-backed bonds. The assessments
and estimations are based on historical experience
and several other factors that are deemed
reasonable under present circumstances.

Assessments

Depending on the degree of observability of
market data and market activity, different methods
are used to determine the fair value of financial
instruments. Quoted prices in active markets are
used first. When these are not available, valuation
models are used instead. The Bank determines
when the markets are considered inactive and
when quoted prices no longer correspond to fair
value, and an evaluation model is used instead.

Estimates

In the application of the Bank’s accounting
principles, estimates and assessments are

made to determine the carrying amounts of
certain assets and liabilities. These estimates
are based on historical developments and

other factors, including expectations of future
events that are considered reasonable in the
current circumstances. Significant estimates and
assessments have been made in the areas below
with reference to detailed information.

Assessments and estimates for asset-backed
bonds are based on expected lifetime and average
return, which are in turn based on historical
performance, expected cash flows and interest
rates.

The Group has issued bonds secured by Swedish
mortgages (so-called securitisation) several times
in recent years. Mortgages have been sold from
the Bank and BFF1 to wholly-owned subsidiaries,
which have then issued bonds that external parties
invested in. The Bank has made the assessment
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that the assets that were sold to the subsidiaries
do not fulfil the criteria to be derecognised. Since
the credit risk has not left the Bank, and the risk
has therefore not passed to the subsidiary, the
assets are still recognised in the Bank and not in
each subsidiary. For more information, see the
Securitisation section.

Expected credit losses are calculated based

on both internal and external information. The
information consists of past events, current
circumstances and reasonable verifiable forecasts
of future economic conditions that can affect
expected future cash flows. The expected credit
losses take into account both asset-specific

and macroeconomic factors and reflect the
Bank’s expectations of these. For a more detailed
description of the calculation of impairment, see
the risk management note.

Foreign currency

The Bank’s Monetary assets and liabilities in
foreign currency are translated to the functional
currency at the exchange rate prevailing at the end
of the reporting period. Exchange rate differences
arising from translation are recognised in profit

or loss. Non-monetary assets and liabilities
recognised at historical cost are translated to

the exchange rate on the transaction date. Non-
monetary assets and liabilities recognised at fair
value are translated to the functional currency at
the rate prevailing on the date of measurement at
fair value. For the Group, the currency is presented
in Swedish crowns.

Interest income and interest
expense

Interest income and interest expense are
recognised using the effective interest method
under net interest income/expense. The effective
interest rate is the interest rate that accurately
discounts the estimated future deposits and
disbursements over the expected duration of
the financial instrument, or a shorter period if
applicable, to the financial asset’s or liability’s
recognised net value.

Interest income and interest expenses include,
where appropriate, accrued amounts of fees
received, which are included in the effective rate,
transaction costs and any discounts, premiums
and other differences between the original value
of the receivable/liability and the amount settled
on maturity.

Interest income and interest expenses presented
in the income statement consist of:

- Interest on financial assets and liabilities valued
at amortized cost according to the effective
interest method, including interest on bad debts

- Interest from financial assets classified as valued
at fair value through other comprehensive
income

- Interest from financial assets and liabilities
measured at fair value through profit or loss

Commission income and expense

Commissions consist of transaction-based fees
that are recognised when the transaction is
performed. Accrual occurs in the period to which
the income or expense refers.

Net gains/losses on financial
transactions

Net gains/losses on financial transactions includes
the realised and unrealised changes in value
arising from financial transactions classified as
held for trading, instruments included in fair value
hedges, potential ineffectiveness in hedging
relationships, and currency gains and losses on
financial assets and liabilities.

Financial instruments

Most of the Bank’s balance sheet items refer to
financial instruments. A financial instrument is any
form of agreement that gives rise to a financial
asset in a company and a financial liability or
equity instrument in another company. On the
asset side, financial instruments include loans to
the public and credit institutions, bonds and other
interest-bearing securities and derivatives. On
the liability side, some examples are deposits and
borrowing from the public, subordinated liabilities,
liabilities to credit institutions and accounts
payable.

Financial assets are recognised in the balance
sheet on the business day that contracts were
concluded for acquisitions, apart from contracts
classified as measured at amortised cost, which
are recognised on the settlement date. Liabilities
are recognised when the counterparty has
performed, and a contractual obligation exists
even though an invoice has not yet been received.
A financial asset is derecognised from the balance
sheet when the contractual rights to the asset are
realised, extinguished or the Bank loses control

over them. A financial liability is derecognised from
the balance sheet when the contractual obligation
has been fulfilled or in some other manner
extinguished.

Financial assets and liabilities are offset and
recognised as a net amount in the balance sheet
only when a legal right to offset the amounts exists
and an intention exists to settle the items in a net
amount or simultaneously realise the asset and
settle the liability. Financial instruments are initially
recognised at cost, which corresponds to the
instrument’s fair value plus transaction costs, for
all financial instruments except those belonging

to the category of financial assets and liabilities
recognised at fair value through profit or loss.
Subsequent accounting depends on how the
financial instruments are categorized:

- Financial assets and liabilities at fair value
through profit or loss

- Financial assets and liabilities recognised at
amortised cost

Financial assets measured at
fair value through profit or loss

This category consists of financial assets held in

a business model that does not involve collecting
contractual cash flows or partially collecting
contractual cash flows and partially collecting
cash flows from sales. In addition to sales of
financial assets, the Bank also assesses the
business model based on how the portfolio of
financial assets is evaluated in terms of return and
risk. Financial assets whose contractual cash flows
do not consist solely of principal, interest and
fees are also classified in this category. The Bank’s
assets in this sub-group consist of: (i) derivative
instruments with positive market value not
included in an effective hedging relationship (see
the section on hedge accounting); (ii) derivatives
that constitute effective hedging instruments; and
(iii) bonds and other interest-bearing securities
held for liquidity risk management.

Assets in this category are initially recognised at
fair value, while attributable transaction costs are
recognised immediately in profit or loss. Changes
in fair value and realised profit/loss for these
assets are recognised directly in profit or loss
under Net gains/losses on financial transactions,
while accrued interest and interest received are
recognised as interest income.
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Fair value is the price at the measurement date
that would be received by selling an asset or
payable on the transfer of a debt through an
orderly transaction between market participants.
The fair value of financial instruments measured
at fair value and traded on an active market, such
as Swedish covered bonds, is based on quoted
prices. For financial instruments not traded in an
active market, fair value is determined based on
generally accepted measurement techniques,
which are in turn based on observable market
quotations to the greatest extent possible.

Level 1: Quoted prices (unadjusted) on active
markets for identical assets or liabilities.

Level 2: Valuation model based on observable
data for the asset or liability other than the prices
included in Level 1, either direct (actual prices) or
indirect (derived prices).

Level 3: Valuation model where essential data is
based on non-observable data.

Derivatives

The Bank’s derivative instruments have been
acquired to hedge the risks of interest rate and
exchange rate exposures. The Bank applies hedge
accounting to hedging relationships that meet
the requirements. Derivatives not included in a
hedging relationship are recognised at fair value
through profit or loss. Derivatives included in an
effective hedging relationship are recognised as
described below.

Hedge accounting (IAS 39)

The Bank uses derivatives to hedge interest rate
risks in the business. The derivatives are measured
at fair value in the balance sheet and otherwise
managed according to each hedging relationship.
At initial hedge accounting, the Bank documents
the economic correlation between the hedged
item and the hedging instrument, that is, that there
is a well-founded expectation that the hedging
instrument is highly effective in counteracting the
hedged risk’s impact on the hedged item, and that
it must be possible to measure and evaluate this
effectiveness reliably. Ineffectiveness is recognised
in profit or loss. If the conditions for hedge
accounting are no longer fulfilled, the derivatives
are recognised at fair value through profit or loss
according to the basic rules.
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Bonds and other interest-bearing securities

The Bank has invested some of its excess liquidity
in bonds and other interest-bearing securities.
These assets have fixed or determinable payments.
Capital gains and losses are taken up as net
gains/losses from financial transactions. Interest
income is recognised using the effective interest
rate method.

Financial assets recognised at
amortised cost

This category consists of financial assets held

in a business model to collect contractual cash
flows. The contractual cash flows consist solely
of principal, interest and fees. In the statement of
financial position, these are represented by the
balance sheet items Loans to credit institutions,
Loans to the public and Other assets, depending
on their nature. These assets are recognised

at amortised cost. Loan receivables are initially
recognised at cost, which consist of the loan
amount paid less fees received and additional
costs that form an integral part of the return. The
interest rate that produces the loan’s cost when
calculating the present value of future payments
is considered the effective interest rate. Amortised
cost is obtained by discounting the remaining
future payments by the effective interest rate
amount. Receivables other than loan receivables,
which are not interest-bearing, have a short-
expected maturity, so they are recognised at a
nominal amount without discounting. Expected
credit losses are recognised in operating
expenses.

Lending to the public

Loans to the public consists of loans to individuals
secured with property as collateral. Impairment
losses and reversals of impairment losses are
recognised as net credit losses. See further about
impairment losses in the following paragraph.

Expected credit losses and impairment of
financial assets recognised at amortised cost

IFRS 9 introduces an impairment model that
measures expected credit losses in which a
reserve corresponding to expected credit losses is
recognised for financial assets that are measured
at amortised cost. In the model, expected credit
losses are measured based on the estimated risk
at the time of calculation, whether a significant
increase in credit risk has occurred since initial

recognition and assessed macroeconomic
developments, even if no actual loss event has
occurred. Expected credit losses are calculated
based on both internal and external information.
The information consists of past events, current
circumstances and reasonable verifiable forecasts
of future economic conditions that can affect
expected future cash flows. Consequently, credit
impairment provisions are more sensitive to
changes in future macroeconomic outlooks and
are therefore more volatile compared to IAS 39.
The expected credit losses must consider both
asset-specific and macroeconomic factors and
reflect the Bank’s expectations regarding these
factors. The purpose of the new model is to ensure
that accounting reflects the Bank’s expectations of
the factors that affect the impairment provisions at
an earlier stage compared to IAS 39. See the risk
management note for a more detailed description
of impairment calculation.

Assets held for sale

Assets held for sale refer to the portfolio of
unsecured personal loans which is transferred to
the buyer on the 1st of January 2021.

Financial liabilities recognised at
amortised cost

Borrowing, deposits from the public and other
financial liabilities such as accounts payable
are included in this category. The liabilities are
measured at amortised cost.

Issued securities

Issued securities refer to bonds issued by the
Group and are valued at amortised cost.

Financial liabilities measured at
fair value through profit or loss

The Bank’s liabilities in this category are derivative
instruments with negative market values which
must be classified as fair value through profit or
loss since they are not part of an effective hedging
relationship. For more information see the section
on hedge accounting. Derivatives that constitute
effective hedging instruments are also recognised
at fair value. Liabilities in this category are

initially recognised at fair value, while attributable
transaction costs are recognised in profit or loss.
Changes in fair value and realised profit/loss

are recognised directly in the income statement
under Net gains/losses on financial transactions,
while accrued interest and interest received are
recognised in Net interest income/expense.

Shareholders’ contributions and
Group contributions to the parent
company

The Bank recognises Group contributions and
shareholders’ contributions in accordance with the
general rule of the Swedish Financial Reporting
Board’s Recommendation RFR 2 Accounting

for Legal Entities. Group contributions received
from subsidiaries are recognised as financial
income and Group contributions to subsidiaries
are recognised as an increase in participations in
Group companies. Group contributions provided
to the Parent Company are recognised as a
financial cost.

Approved Group contributions not paid at the
reporting date may be entered as a liability, even
if the decision was taken after the end of the
reporting period.

Shareholders’ contributions received are
recognised in equity.

Equity
Translation reserve consists of unrealized

exchange rate effects as a result of translation of
foreign entities.

Intangible assets

Intangible assets are recognised at cost less
accumulated amortisation and impairment losses.
Depreciation is recognised in profit or loss on a
straight-line basis over the estimated useful life of
the asset. Intangible assets with a determinable
useful life are written off from the date they are
available for use. The expected useful life is
estimated at five years.

Intangible assets are recognised in the balance
sheet only if the asset is identifiable, it is likely that
the asset will generate future financial benefits and
the Bank has control over the asset.

The carrying amount of an intangible asset is
derecognised in the balance sheet on disposal

or sale, or when no future economic benefits

are expected from the use of the asset. Gains or
losses arising from the sale or disposal of an asset
consist of the difference between the selling price
and the asset’s carrying amount less direct selling
expenses. Gains and losses are recognised as
other operating income/expenses.
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Impairment testing is performed at least once a
year, or if there is an indication of a permanent
decrease in value.

Tangible assets

These assets are recognised at cost less
accumulated depreciation based on an
assessment of the assets’ useful life. The expected
useful life is estimated at five years.

Impairment testing is performed at least once a
year, or if there is an indication of a permanent
decrease in value.

Leases

Leases are recorded as a right-of-use asset
under assets and a lease liability will recognized
under liabilities. In brief, IFRS 16 is based on the
approach that the lessee is entitled to use an
asset for a specific period and is obligated to
pay for this right (the source of the right-of-use
asset concept). The following leases are included
in the Bank’s IFRS 16 implementation: leases for
premises, company cars, office equipment and
other items that are leased. In accordance with
applicable regulations, the Bank has only made
exceptions for leases that expire within 12 months
and are considered nonmaterial, i.e. the estimated
lease expense is less than SEK 50,000. IFRS 16
does not apply to the Parent Company.

Pensions

Pensions are recognised as defined contribution
plans and are expensed on an ongoing basis
during the year. There are no pension provisions
since the Bank has fulfilled its obligations in
connection with its premium payments.

Taxes

Income taxes consist of current and deferred tax.
Current tax is tax payable or received with respect
to the current year, applying the tax rates decided
or determined at the reporting date, including
adjustments of current tax attributable to prior
periods.

Current tax assets and liabilities are valued at the
amount expected to be received or paid. Income
taxes are recognised in profit or loss except when
the underlying transaction is recognised in other
comprehensive income or in equity, in which case
the associated tax effect is recognised in other
comprehensive income or in equity.

E Bluestep | Annual Report 2020

Deferred taxes refer to tax on differences between
recognised and taxable value. Deferred tax liability
is recognised for all taxable temporary differences.
Deferred tax assets represent a reduction of
future tax attributable to temporary tax-deductible
differences, tax loss carry forwards or other future
tax deductibles. Deferred tax assets are tested at
the end of each accounting year and recognised
to the extent that they are likely to be utilised at
each reporting date. At the balance sheet date,
fixed tax rates are used in the calculations. The tax
rate in Sweden is 21.4% for 2020.

Cash flow statement

The cash flow statement is prepared using the
indirect method in accordance with IAS 7. The
reported cash flow includes only transactions that
entail incoming or outgoing payments.

Cash and cash equivalents

Cash and cash equivalents comprise liquid funds
held at credit institutions, as well as short-term
investments with a maturity of less than three
months from the acquisition date and exposed
to only a slight risk of value fluctuations. Cash
and cash equivalents are recognised at hominal
amounts.

Securitisation

When a financial asset is transferred, the Bank
must evaluate the extent to which it retains the
risks and benefits associated with ownership of
the financial asset. If the Bank retains essentially all
the risks and benefits associated with ownership
of the financial asset, the Bank continues to
recognise the financial asset in the statement

of financial position. The Bank carried out
securitisation transactions recognised accordingly
in 2013, 2015, and 2017. In these transactions loan
receivables from the Bank and BFF1 were sold to
wholly-owned subsidiaries, Step 2, Step 3 and
Step 4 (known as special purpose vehicles or
SPV). Since the loan receivables sold from the
Bank do not meet the requirements for elimination
from the statement of financial position, primarily
because the credit risk has not been entirely
transferred, these receivables are recognised in
the Bank. The Bank, which is the seller of the loans,
is bound to repurchase any loans that do not meet
the requirements from the beginning.

Note 2. Risk management

Risk profile and strategy

The Bank’s risk management aims to ensure that
risk-taking is consistent with set risk management
strategies, and an appropriate balance between
risk and reward. The risk management is integrated
into the overall governance and internal control,
and is linked to the strategic planning and capital
management. The risk management covers
backward-looking, actual and forward-looking
risks, on and off the balance sheet, the Bank is,

or might be, exposed to in the business and the
organisation in its efforts to achieve set goals for
growth, profitability and financial stability. The Bank
defines risk as the possibility that an event will
occur and that adversely affect the achievement
of an objective or process. The risks are limited
and mitigated through set risk appetite and risk
tolerance, which makes it possible to make well-
informed decisions for risk-taking and to ensure
awareness and understanding of risk management
within the Bank.

The Bank’s main activity is to provide loans to

the public in Sweden, Norway and Finland, and

to finance this through a combination of equity,
deposits from the public in Sweden and Norway,
issuance of residential mortgage backed securities

Risk-based capital requirements

(“RMBS”), covered bonds and senior unsecured
bonds.

The Bank is exposed to a number of risks, such as
strategic risk, business risk, credit risk, market risk,
liquidity risk, reputational risk and operational risk.
Identified risks are assessed qualitatively based
on probability and impact, and some risks are
also assessed quantitatively by calculating capital
requirement.

The table below shows an overview of methods
used for calculating capital requirements for
identified risks. For further information about the
capital adequacy, see Note 31 “Capital adequacy
analysis - Parent company and Consolidated
situation”.

For the most material risks, the definitions and
mitigating measures are described below. In order
to proactively manage the Bank’s risks, analyses
are also carried out continuously as part of the
ICLAAP, such as how credit risks in lending or
future financing needs are affected by future
macroeconomic changes to use as a basis for
controlling the Bank.

Method

Pillar | Capital Requirement Credit risk

Minimum Capital

Requirement CVA risk
Market risk

Operational risk

Pillar Il Capital Requirement Concentration risk

Specific Own Funds

Requirement Interest Rate risk
Credit risk

Market (FX) risk
Liquidity risk
Operational risk
Business risk
Strategic risk
Combined Buffer Requirement Counter-Cyclical Capital Buffer
Capital Conservation buffer

Capital Planning Buffer

Standardised Approach
Standardised Approach
Standardised Approach
Alternative Standardised Approach
Fl Method

Fl Method

Internal Method
Internal Method
Internal Method
Internal Method
Internal Method

Internal Method
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Credit risk

Definition

Credit risk is defined as the risk of economic loss,
negative change in earnings or material change in
risk profile due to failure of a counterparty to fulfil
its obligations in accordance with agreed terms.

Mitigating measures
Given the nature of the business with lending to

the public, credit risk is a material risk for the Bank.

Credit losses could arise partly due to defaults
to inability or unwillingness of a customer or a
counterparty to fulfil its obligations in relation

to lending (probability of default), and partly
due to recoveries from the defaulted assets
being insufficient to cover the principal amounts,
accrued interest and other costs (loss given
default). In addition, credit risk can be reflected
as losses via provisions resulting from reduction
in portfolio values arising from actual or perceived
deterioration in credit quality.

The Bank provides residential mortgages in
Sweden, Norway and Finland. To strengthen the
strategic focus on mortgage lending, the Bank
stopped offering personal loans in mid-February
2020, and the portfolio was sold at the end of the
year. The credit portfolio is well diversified and
consists of a large number of customers, mainly
in sectors with medium risk. The credit strategy is
based on the borrowers’ expected ability to repay
their debts and credit history, and to assess the
probability of default, the borrowers are divided
into different risk grades.

Credit risk is primarily managed through credit
instructions and established risk management
strategy with explicit risk appetite and risk
tolerance. Active credit risk management is also
achieved through prudent customer selection in
the credit operations, which ensure that a careful
and well-balanced customer selection is made.
The credit operations are responsible for the
credit decision process and to ensure compliance
with policies and instructions for credit risk
management.

The risk classification system is a central part
of the credit process, encompassing work and
decision-making processes for granting and
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monitoring credit, and quantification of credit
risk. The credit granting presupposes that the
borrower can fulfil their commitment to the Bank
on good grounds. A sound, long-term robust

and risk-balanced lending presupposes that the
credit transaction is set in relation to influencing
external factors. This means that the Bank’s and
others’ knowledge of expected local, regional and
global change and development, of significance
to the business and its risk, are taken into account.
Systematic analysis of the individual credit
exposures takes place through ongoing follow-up
of individual commitments.

Active credit risk management is also achieved

by the collection operations responsible for
non-performing loans, i.e. where customers have
ceased to service their debt obligations and
thereby breached their contractual terms and
attempt to implore customers to return to orderly
payments or take other actions to mitigate the risk
of loss.

In order to maintain a well-diversified credit
portfolio, with a balanced risk profile and to have
a good balance between risk and return, the Bank
continuously strives to understand the borrowers
and their individual conditions.

Credit risk regarding customer and object

Estimating credit exposure for risk management
purposes is complex and requires use of models,
since the exposure varies according to changes
in market conditions, expected cash flows and the
passage of time. Assessing the credit risk for a
portfolio of assets entails additional estimates of
the probability of default, the associated losses

and standard correlations between counterparties.

The Bank measures credit risk by using probability
of default (“PD”), exposure at default (“EAD”) and
loss given default (“LGD”). This method is used

to calculate expected credit losses (“ECL") under
IFRS 9.

After the date of the initial credit assessment,

the borrower’s payment behaviour is continually
monitored to create a behaviour score. All other
information about the borrower that affects their
ability to pay, such as previous behaviour patterns,
are also incorporated into this behaviour score.
This score is used to estimate the PD.

LTV

Loan to value (“LTV”) describes how large leverage
a borrower has, and it is used by a lender to
explain the relation between a loan and the

value of the bought asset. The higher percent
distribution a LTV has, the higher risk for the

lender.

The main security for the Bank’s mortgage loans is

mortgages in real estates and condominiums. The
Bank performs a valuation of the security used in

the lending process. The Bank’s policy to obtain

securities has not changed considerable during
the reporting period and there has not occurred
any specific changes of the total quality on the
securities which is held by the Bank since the
previous reporting period.

Mortgages Sweden 2020-12-31 2019-12-31

Allocation LTV Exposure, gross Write-downs Exposure, gross Write-downs
-50% 932.8 0.9 875.0 0.7
50 -60% 724.3 0.9 671.2 0.8
60 - 70% 1,435.6 3.0 1,336.7 25
70 - 80% 2,714.8 8.9 2,488.4 5.3
80 -90% 3,391.9 13.2 2,953.5 11.8
90 -100 15.1 0.0 216 0.0
100% + 11.7 0.1 18.4 1.0
Total 9,226.3 27.0 8,364.8 22.0
Mortgages Norway 2020-12-31 2019-12-31

Allocation LTV Exposure, gross Write-downs Exposure, gross Write-downs
-50% 1,299.6 1.0 1,372.0 1.0
50-60% 815.4 0.8 869.6 0.7
60 - 70% 1,188.9 2.3 1,251.9 1.6
70 - 80% 1,923.0 7.3 2,055.4 3.4
80 -90% 1,437.3 21 1,196.8 0.8
90 -100 = = - -
100% + 11 0.0 3.1 0.0
Total 6,665.2 13.5 6,748.8 7.4
Mortgages Finland 2020-12-31 2019-12-31

Allocation LTV Exposure, gross Write-downs Exposure, gross Write-downs
-50% 8.1 0.0 - -
50-60% 5.5 0.0 - -
60 - 70% 9.7 0.0 - -
70 - 80% 12.7 0.0 - -
80 -90% 11.8 0.0 - -
90 - 100 = = - -
100% + - - - -
Total 47.8 0.1 - -

Sensitivity analysis

The most significant assumption which effect the
securities and in the end even the provisions are
the house price index in each country. Below,
the changes in ECL per 31 December 2020 is
shown which would result in reasonable changes

in these parameters compared with the actual
presumptions made by the Bank. No sensitivity
analysis is performed for the Finnish mortgage
portfolio due to its relative age and no relevant
data is available.
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Mortgage loans Sweden

Change in -20% -10% +/-0% 10% 20%

ECL 8.4 43 0.0 -3.3 -5.9
Mortgage loans Norway

Change in -20% -10% +/-0% 10% 20%

ECL 36 1.8 - -2.0 -47

Measurements of credit reserves and expected
credit losses (ECL)

Reserves are calculated using quantitative models
based on inputs, assumptions and methods. The
following items may have a particularly heavy
impact on the level of reserves:

- determination of a significant increase in credit
risk;

- consideration of prospective macroeconomic
scenarios; and

- measurement of both expected credit losses
within the next 12 months and expected credit
losses during the remaining term.

The most important inputs for valuing expected
credit losses are:

« probability of default (PD);
- loss given default (LGD);
- exposure at default (EAD); and

- expected maturity

These calculations are derived from internally
developed statistical models, which consider
both historical data and probability-weighted
prospective scenarios.

In addition, the Bank has the possibility to perform
a Management Overlay, if it deems that there are
factors that the quantitative models do not take
into account.

The bank does not report any loss reserve for
short-term other receivables as a result of the
probability of default on these being assessed as
low.

Components, assumptions and
estimation techniques

The ECL is calculated at either a 12 month or

lifetime level, depending on whether there is a
significant increase in credit risk since the first
credit assessment of the contract in question,
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or if the loan is in default. The ECL is calculated
by calculating the PD, EAD and LGD for every
future month for each contract. These three
components are multiplied together and adjusted
by the probability of survival, i.e. the likelihood
that the contract has not gone into default or
been terminated prematurely. Each monthly
amount produced through these calculations

is discounted back to the reporting date and
totalled. The discount rate used in the calculation
is the effective interest rate of the loan at
disbursement.

The PD: 12 months and the PD for the remaining
term are equivalent to the probability of default in
the next 12 months and the entire remaining term
of the financial asset, respectively.

The lifetime PD is generated by looking at the
maturity profile of each risk segment. This maturity
profile looks at where in time a default takes place,
from the first assessment date throughout the
entire contract term for each loan. The profile

is based on historic data and is expected to be
the same for each segment chosen. To estimate
the 12-month PD, a logistical regression model
customised for the product is used.

Both values are based on the circumstances on
the reporting date and future financial conditions
that affect credit risk. The PD models are based
on homogeneous sub-segments of the total
credit portfolio, such as country, business area
or product group. They are used to derive the
12-month PD and the PD for the remaining term.

Historical default data are used to create term
structures for the PD on the reporting date,

which are subsequently adjusted to derive the
prospective PD. A deterioration in an economic
outlook based on forecast macroeconomic
variables for each scenario or an increase in the
probability that the worst-case scenario will occur
result in a higher PD. This increases both the
number of loans transferred from Stage 1to Stage
2 and the estimated credit reserves.

The EAD represents estimated credit exposure
on a future default date considering altered
expectations in credit exposure on the reporting
date. The Bank’s method for modelling EAD
reflects current contract terms for the repayment
of principal and interest, the maturity date

and expected repayments beyond contractual
payments. The remaining exposure is estimated
based on these variables on a monthly basis until
the loan is considered repaid.

The LGD corresponds to the estimated credit
losses expected in case of default, considering
the expected value of future recoveries, realisation
of collateral, when the recoveries are expected

to occur and the time value of the money. When
calculating the LGD, the collateral type, borrower
type and contract information are minimum
requirements. The LGD calculations are based

on historic information concerning loss data in
homogeneous sub-segments of the total credit
portfolio, such as country, security type and
product. Prospective macroeconomic factors are
reflected in the LGD calculations through their
impact on the loan-to-value ratio. A deterioration
in an economic outlook based on macroeconomic
factors for each scenario, or an increase in the
probability that the worst-case scenario will occur,
results in a higher LGD as well as the estimated
credit reserves and vice versa.

Remaining maturity

For contracts at Stage 2 or Stage 3, the Bank
estimates the expected credit losses while
considering the risk of default for the remaining
maturity. The expected maturity is generally limited
to the maximum contract period during which the
Bank is exposed to credit risk, even if a longer
period accords with business practice. All contract
terms are considered when the expected maturity
is determined, including repayment, extension and
transfer alternatives that are binding for the Bank.

Significant increase in credit risk (“SICR”)

IFRS 9 uses a three-stage model to calculate
impairment. This model is based on changes in
credit risk since initial recognition. The impairment

model contains three stages based on changes

in the credit quality of the financial assets. In the
three-stage model, the assets are divided into
three categories depending on how the credit risk
has changed since the asset was first entered on
the balance sheet. Stage 1includes assets that
have not had a significant increase in credit risk.
Stage 2 includes assets that have had a significant
increase in credit risk. Stage 3 includes defaulted
assets. The credit loss provisioning for the assets
is determined by their category. Provisions for
expected credit losses in the next 12 months are
made in Stage 1, while provisions are made for
expected credit losses during the entire remaining
maturity of the assets in Stages 2 and 3.

- Aloan that is not in default at the time of the
credit assessment is classified as Stage 1, and
the borrower’s creditworthiness is continually
assessed by the Bank.

- If a significant increase in credit risk since initial
recognition can be determined, the loan is
transferred to Stage 2, but it is not yet classified
as in default.

- If the loan goes into default it is consequently
transferred to Stage 3.

- For loans at Stage 1, the ECL is only calculated
for the next 12 months of the contract. For loans
at Stages 2 or 3, the corresponding calculation
is performed for the remaining duration of the
loan.

One consistent concept for assessing ECL is that
prospective information must be used.

Change in credit risk since first assessment session

Stage 1 Stage 2 Stage 3

Significant increase
First credit in credit risk

assessment session since first credit

assessment session

Uncertain claim

Expected credit Expected credit
12 month expected P . P .
. losses during the losses during the
credit losses . ]
contract period contract period
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The tables below present a breakdown of loans
valued at accrued acquisition value distributed

according to internal risk classification with its
step allocation.

To assess whether there is a significant increase
in risk that necessitates a transfer to Stage 2, the
Bank uses the change to the loan’s lifetime PD,
i.e. the expected credit risk for the entire lifetime
of the contract. One criterion for a significant
increase in risk is a relative percentage change to
the lifetime PD that exceeds a given threshold.

In addition to this criterion, the Bank also uses
an absolute change to the PD that means if the
lifetime PD increases by a certain percentage,
which varies according to product category, it is
referred to Stage 2.

The Bank deems the credit risk of a loan to have
increased significantly when one or more of the
following criteria have been met:

Quantitative criteria

The remainder of the loan’s lifetime PD has
increased at the reporting date, compared with the
corresponding part during initial recognition, to an
extent that the increase exceeds the thresholds
defined for the Bank.

These thresholds are considered separately for
the Bank’s various portfolios by reviewing the
trends of the lifetime PD before loans go into
default. The lifetime PD trends for loans that do
not go into default are also reviewed to discern
“natural” PD movements that should thus not
be considered as a SICR. See Determination of
significant increase in credit risk.

The assessment of SICR contains prospective
information and is performed at the portfolio level

Mortgages loan Sweden 2020-12-31
Credit loss provision impact of

on a quarterly basis for all loan products provided
by the Bank. This assessment is performed
continually and periodically at the counterparty
and contract levels. The criteria used to identify
SICR are monitored and examined for suitability on
a regular basis by an independent department.

Backstop

In addition to the significant PD changes
described above, the Bank also uses a backstop,
which means that a loan that is 30 to 90 days in
default is referred to Stage 2 even if there is no
significant increase in PD.

Determination of significant increase in credit
risk (SICR)

To assess if a loan is in the state of SICR and
therefor should be deemed as Stage 2, the
change in estimated lifetime PD since time of
payout is measured. A significant increase in
credit risk is defined as a relative increase (in
percent) in estimated lifetime PD that exceeds a
given threshold. In combination with the relative
change an absolute increase is required as well,
which means that if lifetime PD increase by a given
percentage point the loan is deemed as Stage 2.

SICR for Swedish Mortgages is defined as a
lifetime PD above 1.9% and a relative increase
since payout by 500% or more. SICR for
Norwegian Mortgages is defined as an relative
increase of lifetime PD since payout by 400% or
more. For both portfolios the regulatory Back-stop
of 30 plus days past due is used as well.

The below table shows the sensitivity in the
thresholds the Bank uses in classifying SICR.

2020-12-31 Group Parent

Risk grade Mortgages Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
A 7,999.9 437.4 21 8,439.5 7,999.9 437.4 21 8,439.5
B 3,075.3 325.8 5.6 3,406.7 3,075.3 325.8 5.6 3,406.7
C 3,320.5 456.6 316.0 4,093.1 3,320.5 456.6 316.0 4,093.1
Change due to expertise -460.4 460.4 0.0 -460.4 460.4 0.0
Total 13,935.3 1,680.3 323.7 15,939.3 13,935.3 1,680.3 323.7 15,939.3
IFf)e:sZ’s"e for expected credit -6.1 181 -16.3 -405 6.1 -18.1 -16.3 -405
I::SLL‘*::'Z‘:‘;‘:“‘:‘: dpc“obs':c 13,929.2 1,662.2 307.4  15898.7 13,929.2 1,662.2 307.4 15,8987
Risk grade Personal loans Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
A 451.0 25.0 21 478.1 451.0 25.0 21 478.1
B 136.0 25.4 3.5 164.9 136.0 25.4 3.5 164.9
C 59.6 13.6 11 74.2 59.6 13.6 11 74.2
Change due to expertise

Total 646.6 63.9 6.7 717.2 646.6 63.9 6.7 717.2
IF\c’)essseersve for expected credit 27 27 27 27
[l e 646.6 63.9 4.0 714.5 646.6 63.9 4.0 7145
2019-12-31 Group Parent

Risk grade Mortgages Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
A 6,891.5 450.8 0.4 7,342.7 5,6578.8 366.8 0.4 5,946.1
B 3,112.3 331.9 3.3 3,447.6 2,691.0 287.3 3.3 2,981.7
C 3,609.8 513.2 300.3 4,323.3 3,056.5 458.3 276.0 3,790.7
Change due to expertise 23.0 -23.0 - - 15.0 -15.0 - -
Total 13,536.6 1,272.9 304.1 15,113.6 11,341.4 1,097.4 279.7 12,718.5
Sf:;:"lisfgésex”e“ed -5.3 -13.8 -10.4 -29.5 -4.3 -10.6 -85 -235
Total lending to the

public valued at 13,531.2 1,259.2 293.8 15,084.2 11,337.1 1,086.8 271.2 12,695.1
amortized cost

Risk grade Personal loans Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
A 627.3 27.3 2.8 657.3 627.3 27.3 2.8 657.3
B 229.2 28.6 4.7 262.5 229.2 28.6 4.7 262.5
C 106.7 14.8 1.2 122.7 106.7 14.8 1.2 122.7
Change due to expertise 4.6 -4.6 - - 4.6 -4.6 - -
Total 967.8 66.1 8.7 1,042.5 967.8 66.1 8.7 1,042.5
IFf)e::e’S"e for expected credit -100 -14.8 -36 -28.4 -100 -14.8 -36 -28.4
Total lending to the public 957.8 51.3 5.1 1,014.1 957.8 51.3 5.1 1,014.1

valued at amortized cost
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PD interval at first

impairment

Unchanged

absolute LT

Threshold PD (1.9%) and
value reduced limit for

PD-impairment

Increase of
absolute LT PD
(1.9%) with 33%
and increased
limit for PD-
impairment with

Credit loss
reserve 31

Gross amount
31 December

Share of
portfolio % 31

accounting date of PD with 40% 60% December 2020 2020 December 2020
<=0.4% 500% 0.0% 0.0% 0.1 1,207.7 13%
0.4%-0.8% 500% 0.0% 0.0% 1.0 3,686.7 39%
0.8%-3.2% 500% 10.8% -6.8% 2.4 3,242.8 35%
3.2%-6.4% 500% 43.9% -28.8% 1.8 443.0 5%
6.4%-12.8% 500% 30.1% -1.3% 2.3 288.4 3%
12.8%- 500% 0.0% -0.1% 8.6 333.7 4%
Loans in stage 3 (0] 0.0% 10.7 124.0 1%
Total 6.5% -2.7% 27.0 9,226.3 100%
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Mortgage loans Norway 2020-12-31
Credit loss provision impact of

Mortgage loans Sweden 2019-12-31
Credit loss provision impact of

Increase of Increase of
Unchanged absolute LT PD Unchanged absolute LT PD
absolute LT  (1.9%) with 33% absolute LT  (1.9%) with 33%
Threshold PD (1.9%) and and increased Threshold PD (1.9%) and and increased
value reduced limit for limit for PD- Credit loss Gross amount Share of value reduced limit for limit for PD- Credit loss Gross amount Share of
PD interval at first impairment PD-impairment impairment with reserve 31 31 December portfolio % 31 PD interval at first impairment PD-impairment impairment with reserve 31 31 December portfolio % 31
accounting date of PD with 40% 60% December 2020 2020 December 2020 accounting date of PD with 40% 60% December 2019 2019 December 2019
<=0.4% 400% 0.0% 0.0% 0.0 341.3 5% <=0,4% 500% 0.0% 0.0% 0.2 1,906.7 23%
0.4%-0.8% 400% 0.0% 0.0% 0.0 645.8 10% 0,4%-0,8% 500% 0.0% 0.0% 0.8 3,236.0 39%
0.8%-3.2% 400% 1.2% -0.3% 11 3,989.2 60% 0,8%-3,2% 500% 25.3% -1.6% 2.4 2,196.9 26%
3.2%-6.4% 400% 13.4% -9.7% 0.5 600.0 9% 3,2%-6,4% 500% 89.3% -2.0% 1.5 476.0 6%
6.4%-12.8% 400% 6.8% -21.9% 11 371.7 6% 6,4%-12,8% 500% 2.6% -15.7% 2.3 206.5 2%
12.8%- 400% 0.3% -7.6% 5.1 517.5 8% 12,8%- 500% 0.0% -0.8% 7.6 257.0 3%
Loans in stage 3 0.0% 0.0% 5.6 199.7 3% Loans in stage 3 7.2 85.8 1%
Total 1.2% -5.0% 13.5 6,665.2 100% Total 8.4% -2.3% 22.0 8,364.8 100%
Mortgage loans Finland 2020-12-31 Mortgage loans Norway 2019-12-31
Credit loss provision impact of Credit loss provision impact of
Increase of Increase of
Unchanged absolute LT PD Unchanged absolute LT PD
absolute LT  (1.9%) with 33% absolute LT  (1.9%) with 33%
Threshold PD (1.9%) and and increased Threshold PD (1.9%) and and increased
value reduced limit for limit for PD- Credit loss Gross amount Share of value reduced limit for limit for PD- Credit loss Gross amount Share of
PD interval at first impairment PD-impairment impairment with reserve 31 31 December portfolio % 31 PD interval at first impairment PD-impairment impairment with reserve 31 31 December portfolio % 31
accounting date of PD with 40% 60% December 2020 2020 December 2020 accounting date of PD with 40% 60% December 2019 2019 December 2019
<=0.4% 400% - - - <=0,4% 400% 0.0% 0.0% 0.0 512.3 8%
0.4%-0.8% 400% = = = 0,4%-0,8% 400% 0.0% 0.0% 0.0 1,009.6 15%
0.8%-3.2% 400% 0.1 47.8 100% 0,8%-3,2% 400% 3.3% 0.0% 0.4 3,672.1 54%
3.2%-6.4% 400% = = = 3,2%-6,4% 400% 64.4% -22.8% 0.2 440.0 7%
6.4%-12.8% 400% - = = 6,4%-12,8% 400% 54.5% -36.7% 0.6 426.0 6%
12.8%- 400% - - - 12,8%- 400% 3.3% -8.4% 2.9 470.5 7%
Loans in stage 3 Loans in stage 3 3.1 218.3 3%
Total 0.1 47.8 100% Total 8.1% -7.1% 7.4 6,748.8 100%
Other operation 2020-12-31 Other operation 2019-12-31
Credit loss provision impact of Credit loss provision impact of
Increase of Increase of
Unchanged absolute LT PD Unchanged absolute LT PD
absolute LT  (1.9%) with 33% absolute LT  (1.9%) with 33%
Threshold PD (1.9%) and and increased Threshold PD (1.9%) and and increased
value reduced limit for limit for PD- Credit loss Gross amount Share of value reduced limit for limit for PD- Credit loss Gross amount Share of
PD interval at first impairment PD-impairment impairment with reserve 31 31 December portfolio % 31 PD interval at first impairment PD-impairment impairment with reserve 31 31 December portfolio % 31
accounting date of PD with 40% 60% December 2020 2020 December 2020 accounting date of PD with 40% 60% December 2019 2019 December 2019
<=0.4% 61% - 6.3 1% <=0,4% 61% 0.0% 0.0% 0.0 7.9 1%
0.4%-0.8% 61% = 18.0 3% 0,4%-0,8% 61% 0.0% 0.0% 0.0 22.8 2%
0.8%-3.2% 61% = 330.6 46% 0,8%-3,2% 61% 0.0% 0.0% 2.3 479.7 46%
3.2%-6.4% 61% = 130.7 18% 3,2%-6,4% 61% 0.0% 0.0% 2.4 200.2 19%
6.4%-12.8% 61% = 131.8 18% 6,4%-12,8% 61% 1.0% -2.7% 4.4 227.2 22%
12.8%- 61% - 93.0 13% 12,8%- 61% 1.1% -1.5% 15.7 96.0 9%
Loans in stage 3 0.0% 0.0% 2.7 6.7 1% Loans in stage 3 3.6 8.7 1%
Total 0.0% 0.0% 2.7 717.2 100% Total 0.8% -1.3% 28.4 1,042.5 100%

Definition of default Quantitative criterion

The Bank defines a loan as in default (credit
impaired) when it meets one or more of the
following criteria:

The borrower is over 90 days late in paying one or
more of their contractual payments.
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A loan is considered no longer in default (is cured)
when it no longer meets the above-mentioned
criterion for default. This period has been
determined by analysing the probability that a
loan will return to normal status after having been
classified as in default.

Prospective information

Prospective information is used in both the
determination of SICR and the calculation of ECL.
The Bank has analysed historical data to identify
the correlation between macroeconomic variables,
credit risk and expected credit losses for each
portfolio.

Prospective information is included in both the
determination of a significant increase in credit
risk and the calculation of expected credit losses.
Based on its analyses of historical data, the Bank
has identified and considered macroeconomic
factors that affect credit risk and credit losses
for the various portfolios. These factors are
based on country and product type. In general,
the factors with the highest correlation are GDP
growth, unemployment and interest rates, where
the Bank has identified the strongest correlation
between the Bank’s portfolio and the market rate
(STIBOR 3-month) The Bank continually monitors
the macroeconomic trends of each country. This
includes defining prospective macroeconomic
scenarios for various portfolio segments and
translating them into macroeconomic forecasts.
The outcome scenario (base scenario) is based
on assumptions that correspond to the Bank’s
planning scenario and is used to create alternative
scenarios that consider both a more positive and
a more negative outlook.

In general, a deterioration in an economic outlook
based on forecast macroeconomic factors for
each scenario, or an increase in the probability
that the worst-case scenario might occur, mean
an increase in both the number of loans moved
from Stage 1to Stage 2 and the estimated credit
reserves. On the other hand, an improvement

in outlook, based on forecast macroeconomic
factors, or an increase in the probability that the
best-case scenario might occur, has the opposite
effect. It is not possible to reasonably isolate the
effects of changes in the various macroeconomic
factors for a scenario due to the relationship
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between the factors and the internal relationship
between the level of pessimism inherent in a
scenario and its likelihood of occurring.

In addition to the base scenario, the Bank also
generates other potential scenarios combined with
the probability of each. The number of scenarios
generated is determined by ensuring that all non-
linear relationships are covered.

The number of scenarios and their weights

are evaluated at each reporting date. At 1
January 2020 and 31 December 2020, the Bank
determined that three scenarios covered all non-
linear relationships. The weights of each scenario
are determined internally through statistical
analysis and expert-based credit assessment.

SICR is determined by using the lifetime PD for
each scenario and weighting them together with
their respective probabilities, as well as qualitative
indicators and a backstop. The combination

of these components determines whether the
contract should be assessed as Stage 1 or Stage
2, and whether 12-month or lifetime ECL should
be used. After this evaluation, the Bank measures
ECL as either a weighted 12-month amount (Stage
1) or a weighted lifetime amount (Stages 2 and

3). These probability-weighted scenarios are
calculated by running each scenario through the
established ECL model and multiplying it by the
appropriate scenario weights.

As with every economic forecast, these are
expected values and the probabilities of each
scenario are subject to a high degree of inherent
uncertainty, and therefore the actual outcome
may differ significantly from the Bank’s forecasts.
However, the Bank considers these forecasts

to be the best estimate based on potential
outcomes, and the Bank has analysed the non-
linear relationships for each portfolio to determine
that its chosen scenarios represent all possible
scenarios.

Consideration of macroeconomic assumptions

The most significant assumptions used to
calculate ECL at 31 December 2020 are shown in
the table below. The base, optimistic and negative
scenarios are used for all the portfolios.

2024 2025 2026 2027 2028 2029 2030

31 December 2020 Weight 2021 2022 2023
Mortgage Sweden Interest

rate assumption 0.25 -0.25 -0.59 -0.72
- optimistic

Mortgage Sw.eden Interest 050 -0.25 -0.25 -0.25
rate assumption - base

Mortgage Sweden Interest

rate assumption 0.25 -0.25 0.09 0.23
- negative

Mortgage Sweden House 0.25 1.05 1.05 1.05
price index - optimistic

Mortgage Sweden House 0.50 1.02 1.02 1.02

price index - base

Mortgage Sweden House

I . 0.25 0.98 0.98 0.98
price index - negative

Mortgage Norge House

S Lo 0.25 1.06 1.06 1.06
price index - optimistic
Mortgage Norge House 050 103 103 103
price index - base
Mortgage Norge House 0.25 1.00 1.00 1.00

price index - negative

-0.65 -0.32 0.09 0.54 112 1.79 2.24
-0.07 0.18 0.50 0.87 1.37 1.96 2.32
0.52 0.68 0.92 121 1.62 2.13 2.40
1.05 1.05 1.05 1.05 1.05 1.05 1.05
1.02 1.02 1.02 1.02 1.02 1.02 1.02

0.98 0.98 0.98 0.98 0.98 0.98 0.98

1.06 1.06 1.06 1.06 1.06 1.06 1.06
1.03 1.03 1.03 1.03 1.03 1.03 1.03
1.00 1.00 1.00 1.00 1.00 1.00 1.00

The regulations stipulate that the Bank must
calculate reserves under various macroeconomic
conditions. The Bank has chosen to carry out
the calculation under a Base scenario, which
corresponds to the expected macroeconomic
development of the variables that affect the

provisions. In combination with the Base scenario,
an assumption is made of an optimistic, ie. a more
positive market trend and a negative scenario,
where the market does not develop in line with the
assumptions in the models.

2023 2024 2025 2026 2027 2028 2029

31 December 2019 Weight 2020 2021 2022
Mortgage Sweden Interest

rate assumption 0.25 -0.25 -0.59 -0.72
- optimistic

Mortgage Sw.eden Interest 0.50 _0.25 -0.25 -0.25
rate assumption - base

Mortgage Sweden Interest

rate assumption 0.25 -0.25 0.09 0.23
- negative

Mortgage Sweden House 0.25 1.05 1.05 1.05
price index - optimistic

Mortgage Sweden House 050 102 102  1.02
price index - base

Mortgage Sweden House 025 098 098 098
price index - negative

Mortgage Norge House 0.25 1.06 1.06 1.06

price index - optimistic

Mortgage Norge House

L 0.50 1.08 1.03 1.03
price index - base

Mortgage Norge House

o s . 0.25 1.00 1.00 1.00
price index - negative

-0.65 -0.32 0.09 0.54 112 179 2.24

-0.07 0.18 0.50 0.87 1.37 1.96 2.32

0.52 0.68 0.92 121 1.62 2.13 2.40

1.05 1.05 1.05 1.05 1.05 1.05 1.05

1.02 1.02 1.02 1.02 1.02 1.02 1.02

0.98 0.98 0.98 0.98 0.98 0.98 0.98

1.06 1.06 1.06 1.06 1.06 1.06 1.06

1.03 1.03 1.03 1.03 1.03 1.03 1.03

1.00 1.00 1.00 1.00 1.00 1.00 1.00

Other prospective factors that are not part of
the above scenarios, such as regulatory, legal
or political changes, have also been considered,
but have not been deemed to have any material
impact and therefore no adjustments were
made based on these factors. This evaluation is

performed continually at each reporting date.

The credit reserves shown below would have
arisen as at 31 December 2020 with a negative or
positive scenario, whereas if the probability that
they might occur is considered reasonable they
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would be considered 100% probable. according to all three scenarios. This is due 2020 Parent

to that model parameters and expected 9 " Provisions attributable to the Change against reported
i . i . Business area Scenarios A n
An observation is that the Norwegian mortgage portfolio performance cancel out the effects of scenario allocation
portfolio has the same estimated credit losses implemented scenarios. Mortgage loans Optimistic 39.9 17%
Negative 411 -1.3%
2020 Group
Sweden Optimistic 26.4 2.2%
Business area Scenarios Provisions attributable to the Change against reported . .
scenario allocation Negative 276 -2.3%
Mortgage loans Optimistic 39.9 1.7% Norway Optimistic 135 0.0%
Negative 41.1 -1.3% Negative 135 0.0%
Sweden Optimistic 26.4 2.2% Finland Optimistic 0.1 0.0%
Negative 276 -2.3% Negative 0.1 0.0%
Norway Optimistic 135 0.0% Other operation Optimistic 2.7 0.0%
Negative 135 0.0% Negative 2.7 0.0%
Finland Optimistic 0.1 0.0% Total Optimistic 42.7 1.4%
Negative 0.1 0.0% Negative 43.9 -1.4%
Other operation Optimistic 2.7 0.0%
Negative 27 0.0% 2019 Parent
Total Optimistic 427 1.4% Business area Scenarios Provisions attributable to the Change against reported
scenario allocation
H - 0,
Negative 43.9 1.4% Mortgage loans Optimistic 21.8 1.6%
Negative 225 -1.7%
2019 Group
Sweden Optimistic 14.8 2.3%
Business area Scenarios Provisions attributable to the Change against reported
scenario allocation Negative 155 -2.4%
Mortgage loans Optimistic 28.0 1.7% Norway Optimistic 74 0.0%
Negative 29.0 -1.8% Negative 7.4 0.0%
Sweden Optimistic 20.6 2.3% Other operation Optimistic 28.1 1.1%
Negative 21.6 -2.4% Negative 28.7 -1.1%
Norway Optimistic 7.4 0.0% Total Optimistic 50.3 0.5%
Negative 7.4 0.0% Negative 51.6 -2.1%
Other operation Optimistic 28.1 1.1%
Negative 28.7 -1.1%
Total Optimistic 56.1 1.4%
Negative 57.7 -1.4%
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Credit risk regarding financial counterparties Maximum credit risk exposure
The following table shows the Bank’s and the Group’s maximum credit risk exposure by geographical area.

Credit rating agencies the ratings provided by rating agencies are shown
The relation between the credit quality steps and in table below. “
2020-12-31 2019-12-31
Credit Quality Step Moody's Fitch S&P's Maximum Credit Risk Exposure Sweden Norway Finland Sweden Norway Finland
1 Aaa - Aa3 AAA - AA- AAA - AA- Governments or central banks
2 Al - A3 A+ - A- A+ - A- - Credit Quality Step 1 649.0 201.0 30.1 386.5 113.6 -
3 Baal - Baa3 BBB+ - BBB- BBB+ - BBB- Total Governments or central banks 649.0 201.0 30.1 386.5 113.6 -
4 Bal - Ba3 BB+ - BB- BB+ - BB-
5 Bl - B3 B+ - B- B+ - B- Lending to credit institutions
6 <B3 <B- <=CCC+ - Credit Quality Step 1 505.5 1,362.5 9.4 1,477.7 191.9 -
- Credit Quality Step 2 - - - - - -
Financial instruments that have been offset and all outstanding commitments between the - No rating - - - - - -
in the balance sheet or are subject to netting parties shall be settled by a net amount. ISDA Total lending to credit institutions 505.5 1,362.5 9.4 1,477.7 191.9 -
agreement agreements do not meet the criteria for offsetting
The Bank enters into derivative contracts, all in the balance sheet since offsetting is only Corporates
under the International Swaps and Derivatives permitted due to a party’s inability to settle, and  No rating ) ) ) i ) )
Association’s (ISDA) master netting agreement, also that no intention to reach a net settlement
which means that when a counterparty cannot exists. Total corporates ) ) - ) . )
settle their obligations, the agreement is cancelled
Lending to the general public
Group situation 2020-12-31 - Unsecured loans 750.1 = = 1,031.1 - -
:f:;::?:st:‘l;a;;::i:::‘:::n Gross value ?::g:g in the Balance ISDA Agreement zl:::tmount Balance - Loans secured by residential property 9,392.7 6,686.6 47.7 8,369.6 6,723.6 -
Total lending to the general public 10,142.8 6,686.6 47.7 9,400.7 6,723.6 -
Derivative 41.2 - - 41.2
Sum financial assets 41.2 B B 41.2 Bonds and other interest-bearing securities
- Credit Quality Step 1 103.5 184.3 - 2537 280.3 -
Derivative 55.8 - - 55.8 - Credit Quality Step 2 _ B _ _ _ _
Sum financial liabilities 558 - - 55.8 Total bonds and other interest-bearing securities 103.5 184.3 - 253.7 280.3 -
Derivatives
Group situation 2019-12-31 - Credit Quality Step 2 153.2 3.1 - 1905 18.7 -
:frfr:t:?;st:‘r;a;;:\'l‘i:::‘::ten Gross value zl::;itng in the Balance ISDA Agreement zl:::tmount Balance - Credit Quality Step 2 - - - - - -
Derivative 1470 - - 1470 - Norating 00 i ) ) ) )
Sum financial assets 147.0 _ _ 1470 Total derivatives 153.2 3.1 - 190.5 18.7 -
Derivative 171 - - 171 Other assets
Sum financial liabilities 17.1 - - 17.1 - Norating 772 60 0.7 87.3 7o )
Total other assets 77.2 6.0 0.7 87.3 7.5 -
Sum 11,631.2 8,443.5 87.9 11,796.5 7,335.6 -
Total 20,162.6 19,132.0
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2020-12-31 2019-12-31
Receivables from private
individuals Sweden Norway Finland Sweden Norway Finland
R el Due 30-60 days 195.3 182.9 - 270.8 2235 -
Maximum Credit Risk Exposure Sweden Norway Finland Sweden Norway Finland Due 60-90 days 64.3 779 _ 68.3 673 ~
Governments or central banks
Due over 90 days 144.2 211.9 = 94.6 216.5 -
- Credit Quality Step 1 646.0 201.0 30.1 383.5 113.6 -
Total 10,142.8 6,686.6 47.7 9,400.7 6,723.6 -
Total Governments or central banks 646.0 201.0 30.1 383.5 113.6 -
Provisions 27.0 13.5 0.1 22.0 7.4 -
Lending to credit institutions
- Credit Quality Step 1 3445 1,362.5 9.4 875.5 191.9 -
- No rating = = - - - - 2020-12-31 2019-12-31
Receivables from private
Total lending to credit institutions 344.5 1,362.5 9.4 875.5 191.9 - individuals Sweden Norway Finland Sweden Norway Finland
Performing 9,739.0 6,213.9 47.7 6,717.3 6,216.4 -
Corporates Due 30-60 days 195.3 182.9 - 1975 2235 -
~Norating 2 - - 683.2 - - Due 60-90 days 64.3 779 . 48.2 67.3 .
Total t 5.0 - - 683.2 - -
otal corporates Due over 90 days 144.2 211.9 - 485 216.5 -
Total 10,142.8 6,686.6 47.7 7,011.6 6,723.6 -
Lending to the general public
- Unsecured loans 750.1 - - 1,031.1 - -
Provisions 27.0 13.5 0.1 16.1 7.4 -
- Loans secured by residential property 9,392.7 6,686.6 47.7 5,980.5 6,723.6 -
Total lending to the general public 10,142.8 6,686.6 47.7 7,011.6 6,723.6 -
Bonds and other interest-bearing securities 2020-12-31 2019-12-31
- Credit Quality Step 1 1035 184.3 _ 253.7 280.3 - Other financial assets Sweden Norway Finland Sweden Norway Finland
- Credit Quality Step 2 - - - - - - Performing 1,488.4 1,756.9 40.2 2,395.7 611.9 -
Total bonds and other interest-bearing securities 103.5 184.3 - 253.7 280.3 - - Credit Quality Step 1 1,411.1 1,750.9 39.5 2,308.4 604.5 -
- Credit Quality Step 2 = = = - - -
Derivatives - No rating 77.2 6.0 0.7 87.3 75 -
- Credit Quality Step 2 128.7 3.1 = 78.0 18.7 - Non performing - _ - _ _ _
- Credit Quality Step 2 - - - - - - Total 1,488.4 1,756.9 40.2 2,395.7 611.9 -
- No rating 0.0 = = - - -
Total derivatives 128.7 3.1 - 78.0 18.7 - .
Provisions = = = - - -
Other assets
- No rating 33.7 6.0 0.7 32.0 75 -
2020-12-31 2019-12-31
Total other assets 33.7 6.0 0.7 32.0 7.5 -
Other financial assets Sweden Norway Finland Sweden Norway Finland
Sum 11,404.2 8,4435 87.9 90,3175 7,335.6 _ Performing 1,261.3 1,756.9 40.2 2,305.9 611.9 -
Total 19,935.6 16,653.1 - Credit Quality Step 1 1,222.6 1,750.9 39.5 1,590.7 604.5 -
- Credit Quality Step 2 = = = - - -
- No rating 38.7 6.0 0.7 715.2 7.5 -
Non performing - - - - - -
Total 1,261.3 1,756.9 40.2 2,305.9 611.9 -

Provisions = = = - - -
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Credit-related concentration risk

Definition

Credit-related concentration risk is defined as the
risk of economic loss, negative change in earnings
or material change in risk profile due to individual
counterparty exposures, or groups of counterparty
exposures whose credit risk represents a material
degree of co-variation.

Mitigating measures

Since the Bank operates only in Sweden, Norway
and Finland, and the outstanding loan portfolio
mainly consists of secured loans, a certain level of
exposure to concentration risk is inherent in the
Bank’s business model. The concentration risk is
one of the core focus areas in the borrowers’ credit
assessment, and the Risk Management function
continuously monitors and independently assesses
the concentration risk to ensure that the risk
profile is in line with set risk strategy and managed
appropriately. The Risk Management function
reports the concentration risk to the Board and the
CEO on a monthly basis.

For concentration risk, Pillar Il capital requirements
are calculated under three different categories:
individual concentration, industry concentration
and geographical concentration. The total capital
requirement for concentration risk is the sum of
the capital requirements for the three different
categories of concentration risk. Based on this, the
Bank maintains sufficient capital for the assessed
concentration risk.

Credit valuation adjustment risk

Definition

Credit valuation adjustment risk is defined as the
risk of economic loss, negative change in earnings
or material change in risk profile due to changes in
counterparty credit spreads and market risk factors
that drive market prices of derivative transactions
and securities financing transactions.

Mitigating measures

Credit valuation adjustment risk results from that a
counterparty in a transaction might fail before the
final settlement of the transaction. More precisely, it
means that an adjustment is made to the midmarket
valuation of a portfolio of transactions with given
counterparties to reflect the current market value
of the credit risk of the counterparty but excludes
the current market value of the credit risk of the
counterparty.
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The Bank uses OTC derivatives for its hedging
strategies, the credit valuation adjustment risk is
very sensitive to mark-to-market valuations and the
terms of the transaction.

The Bank continuously assesses and reports credit
valuation adjustment exposures. As credit valuation
adjustment risk is a consequence of the hedging
activities, and the average term of these activities is
below three years, no specific further risk mitigating
actions are taken.

Foreign exchange rate risk

Definition

Foreign exchange rate (“FX”) risk is a sub-risk
category to market risk, and is defined as the risk
of economic loss, negative change in earnings

or material change in risk profile due to currency
fluctuations in foreign exchange rates and changes
in the relative value of the involved currencies.

Mitigating measures

Given the Bank’s operations in Norway and
Finland, and some financing in other currencies,
the Bank is exposed to market risk related to
changes in foreign exchange rates. The Treasury
function hedges the exchange rate risk by
derivatives and currency-matching of liabilities
and assets. There is a documented process

for managing exposure to market risks and
established policies and instructions.

Sensitivity analysis with an instantaneous
change in currency of 10%

The table below shows the net position in foreign
currencies as of the balance sheet date.

SEK Value change Value change
Thousands 2020-12-31 -10% +10%
EUR position 10,866 -1,087 1,087
GBP position 183 -18 18
NOK position 304,335 -30,434 30,434
Impact on 315,384 -31,538 31,538
earnings

SEK Value change Value change
Thousands 2020-12-31 -10% +10%
EUR position 10,866 -1,087 1,087
GBP position 183 -18 18
NOK position 304,335 -30,434 30,434
Impact on 315,384 -31,538 31,538
earnings

A change in relevant exchange rates in relation to
the Swedish krona of -10% would at the balance
sheet date result in an instantaneous net negative

impact on earnings, prior deduction of tax,
amounting to SEK -31.5m (SEK -26.0m). The effect
on equity would be SEK -24.8m (SEK -20.4). A
change in relevant exchange rates in relation to the
Swedish krona of +10% would at the balance sheet
date result in an instantaneous net positive impact
on earnings of SEK 31.56m (SEK 26.0m). The effect
on equity would be SEK 24.8m (SEK 20.4m).

Interest rate risk from
the banking book

Definition

Interest rate risk in the banking book is a sub-risk
category to market risk, and is defined as the risk
of economic loss, negative change in earnings or
material change in risk profile due to changes in
market interest rates affecting the exposures.

Mitigating measures

The interest rate risk derives from income and
market value of a loan portfolio as a result of
uncertain future interest rates. In particular, the
Bank may suffer losses or reduced income as
interest rates fluctuate over time, and both the
asset and liability bases are a mixture of fixed
and variable interest-bearing items with different
maturities and times for interest rate changes. The
Bank is thus exposed to the risk of losses arising
from negative movements in market interest rates
and from the lending and deposits offered by the
Bank.

In accordance with the Swedish Financial
Supervisory Authority’s methodology for assessing
individual types of risks, exposures to interest

rate risk arising as a consequence of interest

rate fluctuations are part of the Pillar Il capital
requirements. The Bank actively manages interest
rate risk by matching fixed and floating interest
rates, and durations of assets and liabilities, or, when
not possible, by mitigating the risk with hedging
instruments. By using numerous stress scenarios,
the interest rate risk exposure is calculated under
unfavourable conditions. If the exposures should
exceed set limits, or is close to doing so, the Bank
will enter into new hedging instruments to reduce
the interest rate exposure to a level within set limits.

The Treasury function is responsible for monthly
monitoring and reporting all aspects of interest rate
risk to the Board and the CEQ, as well as the Risk
Management function, which performs independent
follow-up and reporting.

Sensitivity analysis in case of market interest rate
change of 200 basis points (bps)

The Bank calculates interest risk exposures based
on the Swedish Financial Supervisory Authority’s
guidance on methods to assess individual risk
types under the Pillar |l capital requirement. The
tables below show the exposure at a positive/
negative change in market interest rates of 200
bps.

Absolute Risk, % of
SEK Thousands Change risk capital base
Increased +200bp 2,139 0.14%
interest rates
Decreased -200bp -3,817 -0.25%

interest rates

The calculation assumes that market interest rates
increase/decrease by 200 bps and states the
instantaneous change in the economic value for the
Bank.

Absolute Risk, % of net
SEK Thousands Change risk interestincome
Increased +200bp 737 0.10%
interest rates
Decreased -200bp -33,730 -4.20%

interest rates
The calculation assumes that market interest rates
increase/decrease by 200 bps and states the
change in the net interest income for the Bank over
the next 12 months.

Liquidity risk

Definition

Liquidity risk is defined as the risk of economic loss,
negative change in earnings or material change in
risk profile due to not being able to fulfil payment
obligations at maturity without the cost of obtaining
the funds increasing considerably.

Mitigating measures

The set risk appetite for liquidity risk is low. The
Bank shall retain enough excess liquidity in a
liquidity reserve to meet unforeseen cash outflows.
The liquidity reserve is only composed of highly
rated liquid securities (government bonds and
covered bonds) and bank account balances
according to the Bank’s Liquidity and Financing
Risk Management Policy. The Board has set a limit
for the minimum liquidity reserve and liquidity
buffer that the Bank shall maintain at any time. The
liquidity reserve distribution is shown in the figure
on the next page.
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Liquidity reserve

16%

Sovereign Debt

10%
Covered Bonds

m Central Banks

m Credit Institutions

The Bank is mainly exposed to liquidity risk
related to retail deposits and refinancing of
issued securities (RMBS, senior unsecured

bonds and covered bonds) and credit facilities.
Diversification of funding reduces the liquidity
risk. Ongoing interest payments and repayments
related to RMBS-financing are well matched with
corresponding flows attributable to the underlying

mortgage assets, which also reduces the liquidity
risk. As the Bank diversifies its funding sources,
deposit product features and pricing are designed
to maximize their cost/risk efficiency. The Bank
has retail deposits from the public in Sweden and
Norway, consisting of 27% fixed rate accounts (over
three months’ maturity) and 73% variable deposit
accounts, which are covered by the respective
country’s deposit guarantee scheme, which further
reduces the liquidity risk. The Bank offers different
deposit products depending on the needs of the
Bank and market prices, incorporating this risk into
its decision making.

The Treasury function manages the operational
handling of liquidity risks, and reports to the
Chairman of the Board, the CEQ, the CFO, and the
CRO on a daily basis, and to the Board in case

of limits being breached. The CEO also submits
monthly reports on liquidity management and
liquidity risk to the Board.

2020-12-31 2019-12-31 2020-12-31 2019-12-31
Liquidity Reserve
Cash and balances with central banks 402.3 266.0 402.3 266.0
Deposits in other banks 1,945.4 1,681.7 1,716.4 1,067.3
Sect..lritiefs issued or guaranteed by sovereigns, central banks or 438.4 209.4 438.4 209.4
multinational development banks
Covered bonds issued by other institutions 287.8 534.1 287.8 534.1
Total 3,073.8 2,691.2 2,844.9 2,076.8

The numbers in the table above include accrued interest. The LCR and the NSFR are calculated and
monitored every month. The LCR and the NSFR for the Consolidated situation can be found in the table

below.

Consolidated situation

2020-12-31 2019-12-31

Liquidity Coverage Ratio (LCR) %
Liquid Assets Level 1
Liquid Assets Level 2
High-Quality Liquid Assets
Customer deposits
Other outflows
Cash Outflows
Inflows from retail customers, lending activities
Other inflows

Cash Inflows (max. 75% of Cash Outflows)

Net Stable Funding Ratio (NSFR) %
Available Stable Funding

Required Stable Funding

439 361
987.8 711.4
87.8 2155
1,075.6 926.9
939.8 918.2
411 109.9
980.9 1,028.1
211.4 218.0
1,700.1 1,560.5
735.7 771.1
133 118
18.3 16.2
13.7 13.8
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Operational risk

Definition

Operational risk is defined as the risk of economic
loss, negative change in earnings or material
change in risk profile due to inadequate or failed
internal processes, people, systems or from
external events, and includes legal risk.

Mitigating measures

The Bank has a range of measures and tools

in place for identifying, assessing, managing,
monitoring, controlling, documenting and reporting
operational risks. This have been developed into
a solid set of policies, instructions, processes,
routines and procedures to ensure that, for
example, the staff has the proper competence,
training and work experience to maintain the
operational risks in the business at an acceptable
level, and that processes and IT systems work as
they should.

As part of the risk management framework, all
business functions perform self-risk assessments
of their operations twice a year, in order to identify
risks that could otherwise have been overlooked.
Identified operational risks are assessed based on
their likelihood of occurrence and impact of such
an event. Material risks are mitigated by ensuring
processes, routines and/or controls, which also
increases the knowledge and awareness of the
staff and contributes to spreading a consensus of
operational risks within the Bank.

The Bank also regularly performs follow-ups
and controls of outsourced operations to third-
party suppliers in order to maintain steering and
continuity of the operations.

Through an incident reporting tool, the staff can
report incidents to concerned functions for further
analysis and follow-up. The Risk Management
function continuously monitors reported incidents,
and follows up with concerned staff and those
responsible in the operations to ensure that
proper actions are taken and to prevent the
incidents from reoccurring. The Risk Management
function reports incidents to both the RiCO, the
CEO and the Board.

IT related risks are mitigated in particular through
the development of reliable IT systems with built-

in controls, reconciliations, backup procedures
and business continuity through contingency
plans, continuity plans and disaster recovery plans
in the event of a material disruption. Continuous
tests of continuity management plans are carried
out, and a structured work is carried out to protect
information. To strengthen this work, a continuous
review of processes and working methods is
performed, to improve and supplement the Bank’s
information security.

NPAP is an established process for analysing and
evaluating risks as a basis for approving new or
changed products, services, systems and materials
organisational changes.

Furthermore, proactive work is performed to
prevent, and strength the ability to manage,
serious events that may affect the conduct of
business operations or IT systems. Business
continuity plans exist that describe how the Bank
will operate in the event of serious disruptions, and
the plans are tested annually to ensure that they
are well adapted to the operations and system
environments.

The day-to-day management of the mortgage
loan and the administration of deposit accounts
for Sweden is outsourced to the Bank’s subsidiary
BSAB. The management of the mortgage portfolio
and the administration of deposit accounts for
Norway is provided in-house by the Norwegian
loan administration department (Norla). The
management of the loan portfolio for Finland is
handled by the Finnish branch.

Other risks

In addition to the risks mentioned above, risk
assessments are also performed for other risks

to which the Bank is, or might be, exposed to,
such as strategic risk, business risk, other market
risks (settlement risk and credit spread risk),
financing risk, credit risk in the liquidity reserve,
matching risk, regulatory risk, reputational risk,
and environmental, social and governance-related
risks.

Of these other risks, some are assessed
quantitatively as part of the Bank’s ICLAAP, and
are included in the assessment of the Pillar ||
capital requirement to allocate capital to ensure
continued financial stability.
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Note 3. Operating segments

Mortgages Mortgages Mortgages Other Eliminations,

Income statement 2020 Sweden Norway Finland operations other items Total
Interest income 565.5 539.8 0.6 88.8 -26.3 1,168.3
Interest expense -169.0 -195.4 -0.0 -15.4 20.4 -359.4
Net interest income 396.5 344.4 0.6 73.4 -6.0 808.9
Total operating income 413.1 357.5 0.5 71.1 -6.0 836.3
Total expenses -290.7 -235.0 -31.9 -23.0 0.0 -580.7
Result pre credit losses 122.4 122.5 -31.4 48.0 -6.0 255.6
Credit losses, net -10.6 -16.0 -0.1 -13.4 - -40.1
Operating profit/loss 111.8 106.5 -31.5 34.6 -6.0 215.5
Allocated tax* -18.9 -28.2 = -8.1 -6.0 -61.1
Group contributions = = = = = =
NET PROFIT/LOSS FOR THE

YEAR 93.0 78.3 -31.5 26.6 -11.9 154.4

Mortgages Mortgages Mortgages Other Eliminations,

Income statement 2019 Sweden Norway Finland operations other items Total
Interest income 593.6 519.0 - 1116 -60.9 1,163.2
Interest expense -185.2 -172.0 - -17.6 30.6 -344.2
Net interest income 408.3 347.0 - 94.0 -30.2 819.0
Total operating income 513.4 350.3 - 92.4 -107.6 848.5
Total expenses -355.3 -210.0 - -58.5 109.6 -514.3
Result pre credit losses 158.1 140.3 - 33.9 1.9 334.2
Credit losses, net -9.6 -7.0 - -43.1 - -59.7
Operating profit/loss 148.5 133.3 - -9.3 1.9 274.5
Allocated tax* -8.9 -36.6 - - 1.8 -43.6
Group contributions - - - - -85.3 -85.3
NET PROFIT/LOSS FOR THE

YEAR 139.6 96.8 - -9.3 -81.5 145.6

*Allocated tax is used to allocate taxes to the different segments and is not a measure required by IFRS.

Mortgages Mortgages Mortgages Other Eliminations,
Balance sheet 2020-12-31 Sweden Norway Finland operations other items Total
Lending to credit institutions 505.8 1,362.5 9.1 - - 1,877.4
Lending to the public 9,416.1 6,651.7 47.7 - - 16,115.5
Deposits from the public 4,589.3 8,023.7 - - - 12,612.9
Assets held for sale - - - 714.6 - 714.6

Mortgages Mortgages Mortgages Other Eliminations,
Balance sheet 2019-12-31 Sweden Norway Finland operations other items Total
Lending to credit institutions 1,477.7 191.9 - - - 1,669.6
Lending to the public 8,394.5 6,741.4 - 1,014.1 - 16,150.0
Deposits from the public 4,316.0 7,105.4 - - - 11,421.4

The personal loan portfolio is reported under other operations.
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The operating segment report is based on the
Group’s accounting policies, organisation and
management accounts. Market-based transfer
prices are applied between operating segments,
while all expenses for IT, other Group functions
and Group staffs are transfer priced at cost to
the operating segments. Executive management
expenses are not distributed. Cross-border
transfer pricing is applied according to OECD
transfer pricing guidelines.

The executive decision maker in the organisation
is the CEO. The CCO in Sweden, CCO in Norway
and the CCO in Finland all report to the CEO. They
are responsible for their respective mortgage
segment.

Each CCO governs their operations based on
clearly stated objectives regarding development
of new lending, loan portfolio, income and

expenses, and their respective KPIs. Furthermore,
the operations strive towards improved quality
and cost-effectiveness by increasing process
efficiency.

The mortgage business is the main operation and
is divided into Mortgages Sweden, Mortgages
Norway and Mortgages Finland. All companies
within the Group managing mortgages in Sweden
(the Parent, BFF1, Step 4) and providing support
functions (BSAB) are included in Mortgages
Sweden. Mortgages Norway and Finland are
operated through each Branch. Other operations
include personal loans, which were managed
within the Bank in Sweden.

There are 199 (191) full-time employees in
Mortgages Sweden, 67 (72) in Mortgages Norway,
9 (0) in Mortgage Finland and O (11) in other
operations.

Note 4. Net interest income

2020 2019 2020 2019

Interest income
Lending to credit institutions 0.3 6.4 0.6 8.5
Lending to the public 1,168.7 1,147.8 1,156.6 993.0
Derivates - - - -
Bonds -0.7 8.9 21.2 40.4
Intercompany loans = - 3.8 18.5
Other = 0.1 = 0.1
Total interest income 1,168.3 1,163.2 1,182.2 1,060.4
Of which:

Iené:(rﬁisvt;?:;rpees:r;r:ﬂf;iggnciql items calculated using the 1162.6 1153.4 1150.8 1,000.6
Interest expense

Liabilities to credit institutions -9.2 -23.1 -6.4 -

Deposits from the public -206.8 -199.6 -304.6 -384.5

Derivates -66.7 -52.1 -47.2 -16.9

Bonds -55.1 -43.0 -37.2 -11.1

Other -21.7 -26.3 -17.9 -17.9
Total interest expense -359.4 -344.2 -413.3 -430.5
Of which:

Ier}:::iisvteei);;::::; fr:.)er;\hﬁ‘;r;oncial items calculated using the 2376 2491 _328.9 _4025
Total net interest income 808.9 819.0 768.8 629.9
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Note 6. Net result of financial
transactions

Note 5. Leases

as other liabilities in the balance sheet. The
marginal loan interest rate at the beginning of the
year was 2.70%.

The use rights are classified as tangible fixed
assets in the balance sheet and are balanced
against equivalent leasing debt which is classified

o s oy o oy

Bonds - unrealised changes 8.0 -1.0 8.0 -1.0
2020 2019
Interest derivatives - unrealised changes -6.6 -2.6 -35 -241
Opening balance of value rights
-realised change i value 7.0 8.0 7.0 8.0
Additional value rights 51.4 20.0
Issued securities and related currency derivatives 12.3 7.1 12.2 0.8
Other 0.2 0.4 - unrealised changes
Total 51.6 20.5 Exchange rate changes other receivables and liabilities -15.9 4.6 -16.0 4.7
- unrealised changes
Additional rights of use Hedge accounting - fair value hedged item* 73.3 -18.2 73.3 -18.2
L Hedge accounting - fair value hedge instrument* -71.6 18.5 -71.6 18.5
Facilities 7.3 44.4
Relocation of interest payments on derivatives to net interest
Total i 44.4 income 2.9 16 95 07
Total 16.4 17.9 18.9 -10.7
Depreciation of value rights
Facilities -12.3 -13.0 *Refers to the outcome of hedge accounting of fair value for portfolio hedging of interest rate risk.
Other -01 -0.2 All derivative contracts in the Group are entered into for the purpose to hedge interest rate- and currency
Total -12.4 -13.2 risks in the Group’s business and all interest-bearing securities are included in the Group’s liquidity
portfolio.
Closing balance of value rights
Note 7. Other operating income
Other 0.1 0.2 " p g
. - - L cow W pee
2020 2019 2020 2019
Interest expense for leasing debt
o Billing fees 10.6 10.8 36.9 84.3
Facilities 1.0 0.8
Valuation fees 0.5 0.7 0.5 0.7
Other 0.0 0.0
Total 11.1 115 37.4 85.0
Total 1.0 0.8
Totalt cash outflow 2020-12-31 2019-12-31
Facilities 15.2 12.9
Other 0.5 0.6
Total 15.7 13.5
Term analysis of dept 2020 <1year 1-5 year > 5 year
Facilities = 32.6 17.4
Cash outflow future rental costs 2019 <1lyear 1-5year > 5 year
Facilities 12.8 475 1.2
Term analysis of dept 2020 <1lyear 1-3 year 3-5 year > 5 year
Facilities = 3.2 25.4 17.8
Other 0.0 0.1 - -
Term analysis of dept 2019 <1lyear 1-3 year 3-5 year > 5 year
Facilities 0.9 - 29.6 20.9
Other 0.0 0.2 - -
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Note 8. General

administration expenses

Note 10. Salaries and remuneration

The Board

The Board’s fees are determined by the Bank’s
annual general meeting. At the end of the year the

period of notice for the CEO is twelve months.
Agreements on severance pay with the CEO or
any other Senior Executives are determined by
individual contracts. Information on compensation

2020 2019 2020 2019 Board consisted of seven members. . . . .
according to the Financial Supervisory
Personnel costs L , ) Authority’s regulations and general guidelines on
Salaries and emoluments 1984 1678 186.8 -159.4 For participation in the Board’s work in the Bank, compensation policies (FFFS 2011:1) is published
Variable performance benefit -12.8 -85 -12.4 -8.4 as well as the Board’s ARCCO Committee, the on the Bank’s website.
) ) Board has renumerated six of the members with a
Social security charges -55.5 -50.3 -52.6 -47.4 . .
bonei 160 187 153 181 total of SEK 4.796m during 2020. No remuneration . .
ension expenses ' ' ' ' has been paid for the remaining board members. Pension commitments
Other personnel costs ~336 132 ~82.3 124 In the Swedish operations, a defined contribution
Activated salary costs 30.0 141 25.8 119 Senior officials plan is applied for all employees, according to
Total -286.2 -244.4 -273.5 -233.7 which 4.5% of the employee’s gross salary is set
Compensation to the CEO and other individuals . ° p. y 9 o . y
) " ] ) aside on a monthly basis and 30% on income over
o identified as Remuneration Code Staff is proposed 75 i . .
Other administration expenses , . . .5 income base amounts (in accordance with the
by the Bank's Remuneration committee and BTP plan). In the Norwegian branch, 5% of gross
Administration expenses deposits from the public -1.0 -0.7 -6.1 -5.7 determined by the Board. Compensation to other | ) ) id thiv bas 4 8%
Administration expenses lending to the public -5.2 -6.5 -27.1 -21.7 senior officials is determined by the CEO, and iSnaCaol’:r/];S;eetWaeSelne7??I; i?ggmeybaaszsaamnount: Z:d
Professional fees 3 -415 -23.4 -37.6 in some cases in consultation with members of in the Einnish bran.ch 715% of the gross salar,y is
Other administration expenses -198.3 -1835 -206.4 -186.1 Lﬁ;;:g;i?;‘:ipzasggctzgger C\I/E;i:&z Seam(i)r: set aside for people L,mder 52 years old and over
Total -231.8 -232.2 -263.0 -251.1 i Y o pay 62 years old. For people between 52-62 years old,
the form of bonus and pension contributions. The 8.65% of the gross salary is set aside
. (o] f
Total General administration expenses -518.0 -476.7 -536.5 -484.8

Salaries and remuneration - Members of the Board and CEO

. .
SEK Thousands 2020 Salary Bonus Pension Total
CEO - Bjoérn Lander 3,760 - 489 4,249
] n
Chariman of the Board - Per-Arne Blomquist 712 - - 712
Note 9. Auditors remuneration
Board member - Toby Franklin 438 = = 438
a nd expenses Board member - Géran Bronner (resigned in August 2020) 596 - - 596
Board member - Lars Wollung 329 = = 329
SEK Thousands 2020 2019 2020 2019 Board member - Rolf Stub (assigned in August 2020) 2,392 - - 2,392
Board member - Simon Tillmo (assigned in August 2020) - - - -
Ernst & Young AB
Board member - Andreas Pettersson Rohman (resigned in May 2020) - - - -
Audit assignment 2,277 1,843 1,678 1,209
Board member - Albert Gustafsson - - - -
Audit activities in addition to audit assignment 363 418 363 267
Senior management team excluding CEO - 7 people 10,888 884 2,218 13,990
Total 2,640 2,261 2,042 1,476
Total costs related to pensions 2020 19,445 884 2,707 23,036

the managing director and fees for audit advice

provided in connection with the audit assignment.
Everything else is auditing in addition to the audit
assignment, tax counseling or other assignments.

Audit assignments refer to the auditor’s
compensation for the statutory audit. The work
includes the audit of the annual report and
accounting, the administration of the board and

*60% of that amount is deferred and payable in equal amounts over five years under the Company’s remuneration policy.
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Salary Bonus* Pension Total

SEK Thousands 2019
Average number of employees 2020 2019 2020 2019
CEO - Bjorn Lander (assigned September 2019) 470 - 114 584
Sweden
CEO - Rolf Stub (resigned September 2019) 5,228 - 117 5,346
Women 103 102 92 91
Chariman of the Board - Per-Arne Blomquist 682 - - 682
Men 96 100 85 86
Board member - Toby Franklin 420 - - 420
Sum 199 202 177 177
Chariman of the Board - Harry Klagsbrun (resigned May 2018) 472 - - 472
Board member - Géran Bronner 315 - - 315
Norway
Boardmember - Lars Wollung 210 - - 210
Women 33 34 33 34
Board member - Andreas Pettersson Rohman - - - -
Men 34 38 34 38
Board member - Albert Gustafsson - - - -
Sum 67 72 67 72
Board member - Sofia Arhall Bergendorff - - - -
Senior management team excluding CEO - 7 people 6,432 1,265 2,020 9,716 Finland
inlan
Total costs related to pensions 2019 14,229 1,265 2,251 17,745
Women 1 - 1 -
*60% of that amount is deferred and payable in equal amount over five years under the Company’s remuneration policy. Men 8 - 8 -
Sum 9 - 9 -
SEK Thousands 2020 2019 2020 2019
Salaries and remuneration 181,191 162,189 173,316 155,905 -
Note 11. Intangible assets
Social security 55,484 50,273 52,688 47,394
Other staf costs ssese 13224 2275 12080 L cow W pee
Total salaries, remuneration, social security, and pensions 286,186 244,421 273,475 233,748 2020-12-31 2019-12-31 2020-12-31 2019-12-31
Acquisition value brought forward 240.9 182.0 215.1 157.3
“ Investments for the year 40.4 58.3 39.9 571
Distribution by gender in board and management 2020 2019 This year's exchange rate differences L 08 B 06
The Board Scrapped -1.5 - = -
W Acquisition value carried forward 277.9 240.9 253.0 215.1
omen 1 1
Men 6 6
Sum 7 7 Depreciation brought forward -145.8 -124.1 -131.6 -113.8
Depreciation for the year -31.1 -21.7 -26.4 -17.2
Management team including CEO This year's exchange rate differences 1.6 -0.1 1.8 -0.5
Women 3 3 Impairments -9.5 - -8.8 -
Men 6 5 Scrapped 1.5 - = -
Depreciation carried forward -183.3 -145.8 -165.0 -131.6
Sum 9 8
Self-generated acquisition value brought forward 12.5 - 10.8 -
Intangible assets for the period 17.5 125 15.1 10.8
Self-generated acquisition value carried forward 30.0 12,5 25.8 10.8
Self-generated depreciation value brought forward -1.6 - -1.1 -
Depreciation for the year -4.3 -1.6 -3.6 -1.1
Impairments -1.9 - -1.9 -
Depreciation carried forward -7.8 -1.6 -6.7 -1.1
Residual value at the end of the accounting period 116.8 107.6 107.1 94.2
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Purchases of intangible assets consist of a balance sheet date. The exchange rate difference

u
combination of purchases of IT systems and is the difference between the year’s depreciation NOte 13- Net Cred It IOSSQS

internally generated system and software on the balance sheet and depreciation in the
development costs. FX revaluation of foreign income statement. Average remaining maturity is Provisions in accordance with IFRS 9 are - determining a significant increase in credit risk
operations result in an exchange rate difference 39.0 months (41.0 months). calculated using quantitative models based on luati f both ted diti . ‘

. - valuation of both expected credit impairmen
amounting to SEK 1.6m (SEK -0.5m) as of the inputs and assumptions made by management. P P

due to default in the next 12 months and
expected credit impairment during the remaining
term of the asset

The following points can have major impact on the
level of reservations:

Note 12. Tangible fixed assets

200-12-01  2010-12-01  200-12-01  2019-12-01 oo W oo

Acquisition value brought forward 90.6 23.6 24.2 21.3 Credit impairments 2020 2019 2020 2019
Investments for the year 8.0 2.8 1.5 2.8 Credit impairment provisions 13.9 -6.7 13.4 -7.0
Reclassification - 64.0 - - of which Stage 1 9.1 -1.4 9.0 -1.7
Translation effect -0.5 0.1 -0.5 0.1 of which Stage 2 101 -2.8 10.1 -35
Acquisition value carried forward 98.2 90.6 25.2 24.2 of which Stage 3 -5.4 -2.5 -5.7 -1.7
Depreciation brought forward -29.8 -15.3 -17.1 -14.0 Credit impairments for off balance sheet exposures - - = -
Depreciation for the year -15.9 -14.4 -3.1 -3.1
Translation effect on fixed assets in Norway 0.3 -0.1 0.3 -0.1 Write-offs
Depreciation carried forward -45.3 -29.8 -19.9 -17.1 Actual losses during the period -53.9 -53.0 -54.0 -50.4
- of which change of reserv due to removed losses 27.0 24.1 24.3 21.7
Residual value at the end of the accounting period 52.9 60.8 5.4 71
Credit losses, net -40.1 -59.7 -40.6 -57.4
FX revaluation of fo.relgn operatlons.result in exchang’e rate d|ffer.ence is the difference between Group level net losses during the year amounted to SEK ~401m (SEK -59.7m) of which actual losses
an exchange rate difference amounting to SEK the year’s depreciation on the balance sheet and amounted to SEK -539m (SEK -53.0m).
0.3m (SEK -0O.Im) as at balance sheet date. The depreciation in the income statement.

Note 14. Tax on net result

The tax rate in Sweden for 2020 is 21.4% (21.4%). The tax rate in Norway for 2020 is 25.0% (25.0%) and
the tax rate in Finland for 2020 is 20.0% (20.0%).

Tax expense in income statement 2020 2019 2020 2019
Current tax on net result -60.6 -43.6 -58.0 -42.0
Deffered tax expense -0.5 -0.4 - -
Total tax expense -61.1 -43.6 -58.0 -42.0
T T
Reconciliation effective tax 2020 2019 2020 2019
Net profit before tax 2155 189.2 204.3 170.4
Tax based on current tax rate (21.4%) -46.1 -40.5 -43.7 -36.5
Tax attributable to previous year -0.1 0.2 -0.2 0.2
Tax effect from foreign operations -11.6 -2.3 -11.9 -5.2
Tax effect non deductible items -2.3 -0.6 -21 -0.5
Deferred tax -0.5 -0.4 = -
Total tax expense -61.1 -43.6 -58.0 -42.0
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Note 15. Cash and balances
at central banks
| cow W oo ]

2020-12-31 2019-12-31 2020-12-31 2019-12-31
Balances at central banks 402.3 266.0 402.3 266.0
Cash 0.0 0.0 0.0 0.0
Total 402.3 266.0 402.3 266.0

Note 16. Lending to credit institutions
I

2020-12-31 2019-12-31 2020-12-31 2019-12-31
Swedish banks 1,877.4 1,669.6 1,716.4 1,067.3
Foreign banks = 0.1 = 0.1
Total 1,877.4 1,669.6 1,716.4 1,067.3

Note 17. Lending to the public
L eow ] e

Lending to the public 2020-12-31 2019-12-31 2020-12-31 2019-12-31
Valued at amortized cost 16,613.3 16,098.3 16,613.3 13,709.2
Assets held for sale -714.6 - -714.6 -
Valued at fair value 216.8 51.8 216.8 51.8
Sum lending to the public 16,1155 16,150.0 16,115.5 13,760.9

The tables below present a breakdown of loans at amortized cost and its write-downs with successive
allocation per asset class. Due to uncertainty in the market as a result of Covid-19 the Bank has decided
to stress the expected credit losses. The stress consists of a 15% increase of the 12 month PD for both
Swedish and Norwegian mortgages. In addition, the recovery rate for high LTVs in Norwegian mortgages
have been stressed by a decrease of 3.4%. As the Finnish branch was established during the year, there is
no relevant data available and therefore no stress of PD is performed on the Finnish mortgage portfolio.
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Group Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2020 14,504.3 1,339.0 312.8 16,156.1
New financal assets 5,237.2 179.9 30.6 5,447.6
Change in PD/LGD/EAD -264.5 -11.4 -0.0 -275.8
Change due to expertise -460.4 460.4 -0.0 0.0
Transfers between stages -475.5 235.9 206.6 -33.0
-Transfer from stage 1to 2 -685.3 674.7 - -10.7
-Transfer from stage 1to 3 -133.3 = 134.1 0.8
-Transfer from stage 2 to 1 339.8 -359.9 - -20.1
-Transfer from stage 2 to 3 = -96.1 95.9 -0.1
-Transfer from stage 3 to 1 3.3 - -5.9 -2.6
-Transfer from stage 3 to 2 - 17.3 -17.5 -0.3
Exchange rate change -631.2 -68.6 -21.6 -721.4
Removed financial assets -3,328.0 -391.1 -197.9 -3,917.0
Provisions 31 December 2020 14,581.8 1,744.2 330.4 16,656.5
Parent Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2020 12,309.4 1,163.5 288.4 13,761.0
New financal assets 6,862.9 306.7 54.8 7,224.4
Change in PD/LGD/EAD -232.6 -10.7 -0.0 -243.3
Change due to expertise -460.4 460.4 - 0.0
Transfers between stages -452.6 231.2 191.2 -30.2
-Transfer from stage 1to 2 -627.2 618.2 - -9.0
-Transfer from stage 1to 3 -120.6 = 121.4 0.8
-Transfer from stage 2 to 1 292.0 -311.1 - -19.1
-Transfer from stage 2 to 3 = -86.1 86.0 -0.0
-Transfer from stage 3 to 1 3.3 - -5.9 -2.6
-Transfer from stage 3 to 2 = 10.1 -10.3 -0.2
Exchange rate change -631.2 -68.6 -21.6 -721.4
Removed financial assets -2,813.3 -338.3 -182.4 -3,334.0
Provisions 31 December 2020 14,582.0 1,744.2 330.4 16,656.5
Mortgage loans Sweden Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2020 7,701.8 577.2 85.8 8,364.8
New financal assets 2,639.3 37.0 11.8 2,688.0
Change in PD/LGD/EAD -118.1 -2.5 -0.1 -120.7
Change due to expertise -202.9 202.9 -0.0 -
Transfers between stages -187.7 105.1 75.4 -7.3
-Transfer from stage 1to 2 -285.2 281.4 - -3.8
-Transfer from stage 1to 3 -53.8 - 53.9 0.1
-Transfer from stage 2 to 1 151.1 -154.2 - -3.1
-Transfer from stage 2 to 3 = -37.2 37.0 -0.3
-Transfer from stage 3 to 1 0.2 - -0.2 0.0
-Transfer from stage 3 to 2 = 15.1 -15.3 -0.2
Exchange rate change - - - -
Removed financial assets -1,519.4 -130.4 -48.9 -1,698.6
Provisions 31 December 2020 8,313.0 789.2 124.0 9,226.3
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Mortgage loans Norway Stage 1 Stage 2 Stage 3 Total Group Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2020 5,834.7 695.8 218.3 6,748.8 Reported value gross 1 January 2019 13,426.9 915.7 237.4 14,580.0
New financal assets 2,502.9 141.2 18.6 2,662.7 New financal assets 4,575.6 281.6 24.4 4,881.6
Change in PD/LGD/EAD -69.2 -7.8 0.1 -77.0 Change in PD/LGD/EAD -233.1 -12.8 -1.5 -247.3
Change due to expertise -257.5 2575 - 0.0 Change due to expertise 27.6 -27.6 -0.0 -
Transfers between stages -247.9 101.9 124.7 -21.4 Transfers between stages -614.1 393.7 188.8 -31.6
-Transfer from stage 1to 2 -353.2 348.7 - -4.5 -Transfer from stage 1to 2 -686.9 671.2 - -156.7
-Transfer from stage 1to 3 -74.1 = 75.0 0.9 -Transfer from stage 1to 3 -117.9 - 116.3 -1.7
-Transfer from stage 2 to 1 176.4 -191.5 - -15.1 -Transfer from stage 2 to 1 183.3 -193.1 - -9.7
-Transfer from stage 2 to 3 = -57.5 57.7 0.1 -Transfer from stage 2 to 3 - -98.3 96.0 -2.3
-Transfer from stage 3 to 1 3.0 - -5.7 -2.6 -Transfer from stage 3 to 1 7.4 - -7.9 -0.4
-Transfer from stage 3 to 2 - 2.2 -2.3 -0.1 -Transfer from stage 3 to 2 - 13.9 -15.6 -1.7
Exchange rate change -631.2 -68.6 -21.6 -721.4 Exchange rate change 184.3 22.0 6.9 213.1
Removed financial assets -1,557.2 -228.9 -140.3 -1,926.5 Removed financial assets -2,863.0 -233.5 -143.2 -3,239.7
Provisions 31 December 2020 5,574.4 891.1 199.7 6,665.2 Provisions 31 December 2019 14,504.3 1,339.0 312.8 16,156.1
Mortgage loans Finland Stage 1 Stage 2 Stage 3 Total

Parent Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2020 - - - -

Reported value gross 1 January 2019 11,059.9 743.8 225.6 12,029.4
New financal assets 47.8 - - 47.8

New financal assets 4,246.2 273.3 235 4,543.0
Change in PD/LGD/EAD - - - -

Change in PD/LGD/EAD -194.7 -11.0 -1.4 -207.1
Change due to expertise - - - -

Change due to expertise 19.6 -19.6 - -
Transfers between stages = = = =

Transfers between stages -535.0 337.4 168.2 -29.3
-Transfer from stage 1to 2 - - - -

-Transfer from stage 1to 2 -593.8 579.2 - -14.6
-Transfer from stage 1to 3 - - - -

-Transfer from stage 1to 3 -103.8 - 102.3 -1.5
-Transfer from stage 2 to 1 - - - -

-Transfer from stage 2 to 1 155.4 -164.7 - -9.3
-Transfer from stage 2 to 3 - - - -

-Transfer from stage 2 to 3 - -90.1 88.2 -1.8
-Transfer from stage 3 to 1 - - - -

-Transfer from stage 3to 1 7.3 - =77 -0.4
-Transfer from stage 3 to 2 - - - -

-Transfer from stage 3 to 2 - 129 -14.6 -1.7
Exchange rate change - - - -

Exchange rate change 184.3 22.0 6.9 213.1
Removed financial assets - - - -

Removed financial assets -2,471.2 -182.4 -134.4 -2,788.1
Provisions 31 December 2020 47.8 - - 47.8

Provisions 31 December 2019 12,309.2 1,163.5 288.4 13,761.0
Other operations Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2020 967.7 66.1 8.7 1,042.5
New financal assets 47.2 1.7 0.2 49.1
Change in PD/LGD/EAD -77.2 -1.0 = -78.2
Change due to expertise - - - -
Transfers between stages -39.9 29.0 6.5 -4.3
-Transfer from stage 1to 2 -46.9 44.6 - -2.3
-Transfer from stage 1to 3 -5.3 = 5.2 -0.1
-Transfer from stage 2 to 1 124 -14.3 - -1.9
-Transfer from stage 2 to 3 = -1.3 13 -0.0
-Transfer from stage 3 to 1 - - - -
-Transfer from stage 3 to 2 - - - -
Exchange rate change - - - -
Removed financial assets -251.4 -31.9 -8.7 -291.9
Provisions 31 December 2020 646.6 63.9 6.7 717.2
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Mortgage loans Sweden Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2019 7,610.3 557.9 89.7 8,257.9
New financal assets 1,884.9 47.8 8.9 1,941.6
Change in PD/LGD/EAD -100.8 -4.4 -1.4 -106.6
Change due to expertise 23.0 -23.0 -0.0 -
Transfers between stages -197.7 138.8 50.5 -8.4
-Transfer from stage 1to 2 -290.1 286.4 - -3.7
-Transfer from stage 1to 3 -35.5 - 35.0 -0.6
-Transfer from stage 2 to 1 126.6 -128.7 - -2.2
-Transfer from stage 2 to 3 - -27.1 25.7 -1.4
-Transfer from stage 3 to 1 1.4 - -1.4 -0.0
-Transfer from stage 3 to 2 - 8.2 -8.7 -0.5
Exchange rate change - - - -
Removed financial assets -1,518.1 -139.9 -61.9 -1,719.9
Provisions 31 December 2019 7,701.6 577.2 85.8 8,364.6
Mortgage loans Norway Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2019 4,867.1 294.9 139.9 5,301.9
New financal assets 2,276.2 219.8 13.6 2,509.6
Change in PD/LGD/EAD -63.4 -6.9 -0.1 -70.4
Change due to expertise - - - -
Transfers between stages -377.3 226.8 131.5 -18.9
-Transfer from stage 1to 2 -352.9 343.1 - -9.8
-Transfer from stage 1to 3 -75.9 - 75.1 -0.8
-Transfer from stage 2 to 1 45.5 -51.4 - -5.9
-Transfer from stage 2 to 3 - -70.4 69.7 -0.8
-Transfer from stage 3 to 1 6.0 - -6.4 -0.4
-Transfer from stage 3 to 2 - 5.6 -6.8 -1.2
Exchange rate change 184.3 220 6.9 213.1
Removed financial assets -1,052.1 -60.7 -73.6 -1,186.5
Provisions 31 December 2019 5,834.7 695.8 218.3 6,748.8
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Other operations Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2019 949.6 62.9 7.8 1,020.2
New financal assets 414.5 14.0 1.8 430.3
Change in PD/LGD/EAD -69.1 -1.4 - -70.5
Change due to expertise 4.6 -4.6 - -
Transfers between stages -39.1 28.2 6.7 -4.3
-Transfer from stage 1to 2 -43.9 41.7 - -2.2
-Transfer from stage 1to 3 -6.5 - 6.2 -0.3
-Transfer from stage 2 to 1 11.3 -13.0 - -1.7
-Transfer from stage 2 to 3 - -0.7 0.6 -0.1
-Transfer from stage 3 to 1 - - - -
-Transfer from stage 3 to 2 - 0.1 -0.1 -0.0
Exchange rate change - - - -
Removed financial assets -292.7 -32.9 =17 -333.3
Provisions 31 December 2019 967.7 66.1 8.7 1,042.5
Utlaning till allméanheten - férandring av reserv fér forvantade
kreditforluster
Group Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2020 14,504.3 1,339.0 312.8 16,156.1
Reported value gross 31 December 2020 14,581.9 1,744.2 330.4 16,656.5
Provisions 1 January 2020 15.3 28.6 14.0 57.8
New financal assets 2.3 1.8 16 5.6
Change in PD/LGD/EAD -0.9 -0.3 -0.2 -1.4
Change due to expertise -4.8 -8.9 2.8 -10.9
Transfers between stages -0.9 9.6 11.1 19.7
-Transfer from stage 1to 2 -1.2 16.0 - 14.7
-Transfer from stage 1to 3 -0.2 - 8.5 8.3
-Transfer from stage 2 to 1 0.5 -5.3 - -4.7
-Transfer from stage 2 to 3 - -1.6 3.7 2.1
-Transfer from stage 3 to 1 0.0 - -0.1 -0.1
-Transfer from stage 3 to 2 = 0.4 -1.0 -0.6
Exchange rate change -0.1 -0.3 -0.3 -0.7
Removed financial assets -4.8 -12.3 -9.9 -27.0
Provisions 31 December 2020 6.1 18.1 19.0 43.3
Opening balance 1 January 2020 14,489.0 1,310.5 298.8 16,098.3
Closing balance 31 December 2020 14,575.8 1,726.1 311.4 16,613.3
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Parent Stage 1 Stage 2 Stage 3 Total Mortgage loans Norway Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2020 12,309.2 1,163.5 288.4 13,761.0 Reported value gross 1 January 2020 5,834.7 695.8 218.3 6,748.8
Reported value gross 31 December 2020 14,581.9 1,744.2 330.4 16,656.5 Reported value gross 31 December 2020 5,5674.4 891.1 199.7 6,665.2
Provisions 1 January 2020 14.3 25.4 12.1 51.9 Provisions 1 January 2020 0.9 3.4 3.1 7.4
New financal assets 2.8 3.5 3.4 9.7 New financal assets 0.4 0.6 0.3 1.2
Change in PD/LGD/EAD -0.8 -0.1 -0.2 -1.1 Change in PD/LGD/EAD -0.1 0.2 -0.0 0.1
Change due to expertise -4.8 -8.9 2.8 -10.9 Change due to expertise 0.9 3.1 2.8 6.7
Transfers between stages -0.9 9.7 9.8 18.6 Transfers between stages -0.1 0.5 1.7 2.2
-Transfer from stage 1to 2 -1.2 15.3 - 14.1 -Transfer from stage 1to 2 -0.1 1.6 - 15
-Transfer from stage 1to 3 -0.2 = 7.5 7.4 -Transfer from stage 1to 3 -0.0 = 1.0 1.0
-Transfer from stage 2 to 1 0.5 -4.6 - -4.1 -Transfer from stage 2 to 1 0.1 -0.7 - -0.6
-Transfer from stage 2 to 3 - -1.3 3.0 1.7 -Transfer from stage 2 to 3 - -0.4 0.8 0.4
-Transfer from stage 3 to 1 0.0 - -0.1 -0.1 -Transfer from stage 3 to 1 0.0 - -0.1 -0.1
-Transfer from stage 3 to 2 - 0.3 -0.7 -0.4 -Transfer from stage 3 to 2 - 0.0 -0.0 -0.0
Exchange rate change -0.1 -0.3 -0.3 -0.7 Exchange rate change -0.1 -0.3 -0.3 -0.7
Removed financial assets -4.5 -11.2 -8.5 -24.3 Removed financial assets -0.3 -1.2 -2.0 -3.5
Provisions 31 December 2020 6.1 18.1 19.0 43.3 Provisions 31 December 2020 1.6 6.2 5.6 13.5
Opening balance 1 January 2020 12,294.8 1,138.1 276.3 13,709.2 Opening balance 1 January 2020 5,833.9 692.4 215.2 6,741.4
Closing balance 31 December 2020 14,575.8 1,726.1 3114 16,613.3 Closing balance 31 December 2020 5,672.8 884.8 194.1 6,651.8

Mortgage loans Finland Stage 1 Stage 2 Stage 3 Total
Mortgage loans Sweden Stage 1 Stage 2 Stage 3 Total

Reported value gross 1 January 2020 = = = =
Reported value gross 1 January 2020 7,701.8 577.2 85.8 8,364.8

Reported value gross 31 December 2020 47.8 - - 47.8
Reported value gross 31 December 2020 8,313.0 789.2 124.0 9,226.3

Provisions 1 January 2020 = = = =
Provisions 1 January 2020 4.4 10.4 7.2 22.0

New financal assets 0.1 - - 0.1
New financal assets 17 11 1.2 4.0

Change in PD/LGD/EAD = = o -
Change in PD/LGD/EAD -0.4 -0.8 -0.2 -1.4

Change due to expertise - - - -
Change due to expertise 0.8 2.5 - 3.3

Transfers between stages = = = =
Transfers between stages -0.3 1.8 6.7 8.1

-Transfer from stage 1to 2 - - - -
-Transfer from stage 1to 2 -0.3 4.3 - 4.0

-Transfer from stage 1to 3 - - - -
-Transfer from stage 1to 3 -0.1 = 5.3 5.1

-Transfer from stage 2 to 1 - - - -
-Transfer from stage 2 to 1 0.1 -2.1 - -1.9

-Transfer from stage 2 to 3 - - - -
-Transfer from stage 2 to 3 - -0.9 2.4 1.5

-Transfer from stage 3 to 1 - - - -
-Transfer from stage 3 to 1 0.0 - -0.0 -0.0

-Transfer from stage 3 to 2 - - - -
-Transfer from stage 3 to 2 - 0.4 -1.0 -0.6

Exchange rate change - - - -
Exchange rate change - - - -

Removed financial assets - - - -
Removed financial assets -1.7 -3.0 -4.3 -9.0

Provisions 31 December 2020 0.1 - - 0.1
Provisions 31 December 2020 4.4 11.9 10.7 27.0

Opening balance 1 January 2020 - - - -
Opening balance 1 January 2020 7,697.4 566.8 78.6 8,342.8

Closing balance 31 December 2020 47.7 - - 47.7
Closing balance 31 December 2020 8,308.6 777.4 113.3 9,199.3
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Other operations Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2020 967.7 66.1 8.7 1,042.5
Reported value gross 31 December 2020 646.6 63.9 6.7 717.2
Provisions 1 January 2020 10.0 14.8 3.6 28.4
New financal assets 0.1 0.2 0.1 0.4
Change in PD/LGD/EAD -0.4 0.4 = -0.0
Change due to expertise -6.4 -14.4 - -20.9
Transfers between stages -0.5 7.2 2.7 9.4
-Transfer from stage 1to 2 -0.8 10.0 - 9.2
-Transfer from stage 1to 3 -0.1 = 2.2 21
-Transfer from stage 2 to 1 0.4 -2.5 - -2.1
-Transfer from stage 2 to 3 - -0.3 0.5 0.2
-Transfer from stage 3 to 1 - - - -
-Transfer from stage 3 to 2 - - - -
Exchange rate change - - - -
Removed financial assets -2.8 -8.1 -3.6 -14.5
Provisions 31 December 2020 - - 2.7 27
Opening balance 1 January 2020 957.8 51.3 5.1 1,014.1
Closing balance 31 December 2020 646.6 63.9 4.0 714.5
Group Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2019 13,426.9 915.7 237.4 14,580.0
Reported value gross 31 December 2019 14,504.3 1,339.0 312.8 16,156.1
Provisions 1 January 2019 13.9 25.7 114 51.0
New financal assets 5.4 5.4 21 12.8
Change in PD/LGD/EAD 1.2 -0.5 -0.1 0.6
Change due to expertise -0.2 -1.5 - -1.7
Transfers between stages -1.0 10.8 9.0 18.9
-Transfer from stage 1to 2 -1.2 16.4 - 15.2
-Transfer from stage 1to 3 -0.2 - 6.4 6.3
-Transfer from stage 2 to 1 0.4 -4.2 - -3.7
-Transfer from stage 2 to 3 - -1.7 3.4 1.7
-Transfer from stage 3 to 1 0.0 - -0.1 -0.1
-Transfer from stage 3 to 2 - 0.3 -0.7 -0.4
Exchange rate change 0.0 0.1 0.1 0.2
Removed financial assets -4.0 -11.4 -8.6 -24.1
Provisions 31 December 2019 15.3 28.6 14.0 57.8
Opening balance 1 January 2019 13,413.0 889.9 226.0 14,529.0
Closing balance 31 December 2019 14,489.0 1,310.5 298.8 16,098.3
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Parent Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2019 11,059.9 743.8 225.6 12,029.4
Reported value gross 31 December 2019 12,309.2 1,163.5 288.4 13,761.0
Provisions 1 January 2019 12.6 22.2 10.4 45.2
New financal assets 5.2 5.1 2.0 12.2
Change in PD/LGD/EAD 1.2 -0.4 -0.1 0.7
Change due to expertise -0.1 -1.3 - -1.4
Transfers between stages -0.9 9.9 75 16.5
-Transfer from stage 1to 2 -11 14.8 - 13.7
-Transfer from stage 1to 3 -0.2 - 5.5 5.4
-Transfer from stage 2 to 1 0.4 -3.8 - -3.4
-Transfer from stage 2 to 3 - -1.4 2.7 1.3
-Transfer from stage 3 to 1 0.0 - -0.1 -0.1
-Transfer from stage 3 to 2 - 0.2 -0.6 -0.4
Exchange rate change 0.0 0.1 0.1 0.2
Removed financial assets -3.8 -10.2 -7.8 -21.7
Provisions 31 December 2019 143 25.4 121 51.9
Opening balance 1 January 2019 11,047.3 721.7 215.2 11,984.2
Closing balance 31 December 2019 12,294.8 1,138.1 276.3 13,709.2
Mortgage loans Sweden Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2019 7,610.3 557.9 89.7 8,257.9
Reported value gross 31 December 2019 7,701.8 577.2 85.8 8,364.8
Provisions 1 January 2019 3.2 9.9 6.5 19.6
New financal assets 1.4 1.4 1.2 4.0
Change in PD/LGD/EAD 1.0 -0.3 -0.1 0.6
Change due to expertise -0.2 -0.5 - -0.8
Transfers between stages -0.3 2.9 4.3 6.9
-Transfer from stage 1to 2 -0.3 5.2 - 4.9
-Transfer from stage 1to 3 -0.0 - 2.7 2.7
-Transfer from stage 2 to 1 0.1 -1.6 - -1.5
-Transfer from stage 2 to 3 - -0.9 2.2 1.3
-Transfer from stage 3 to 1 0.0 - -0.0 -0.0
-Transfer from stage 3 to 2 - 0.2 -0.6 -0.4
Exchange rate change - - - -
Removed financial assets -0.7 -3.0 -4.6 -8.3
Provisions 31 December 2019 4.4 10.4 7.2 22.0
Opening balance 1 January 2019 7,605.8 547.5 82.5 8,235.9
Closing balance 31 December 2019 7,697.4 566.8 78.6 8,342.8

Bluestep | Annual Report 2020

79




Mortgage loans Norway Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2019 4,867.1 294.9 139.9 5,301.9
Reported value gross 31 December 2019 5,834.7 695.8 218.3 6,748.8
Provisions 1 January 2019 0.9 2.2 2.0 5.1
New financal assets 0.4 11 0.2 1.7
Change in PD/LGD/EAD -0.1 -0.2 -0.0 -0.2
Change due to expertise - - - -
Transfers between stages -0.2 0.7 2.0 2.5
-Transfer from stage 1to 2 -0.2 15 - 1.4
-Transfer from stage 1to 3 -0.0 - 11 1.1
-Transfer from stage 2 to 1 0.0 -0.3 - -0.3
-Transfer from stage 2 to 3 - -0.6 1.0 0.4
-Transfer from stage 3 to 1 0.0 - -0.1 -0.1
-Transfer from stage 3 to 2 - 0.0 -0.1 -0.1
Exchange rate change 0.0 0.1 0.1 0.2
Removed financial assets -0.2 -0.5 -1.0 -1.8
Provisions 31 December 2019 0.9 3.4 3.1 7.4
Opening balance 1 January 2019 4,866.2 292.7 138.0 5,296.8
Closing balance 31 December 2019 5,833.9 692.4 215.2 6,741.4
Other operations Stage 1 Stage 2 Stage 3 Total
Reported value gross 1 January 2019 949.6 62.9 7.8 1,020.2
Reported value gross 31 December 2019 967.7 66.1 8.7 1,042.5
Provisions 1 January 2019 9.8 13.6 3.0 26.4
New financal assets 3.5 2.8 0.8 7.1
Change in PD/LGD/EAD 0.3 -0.1 - 0.2
Change due to expertise 0.1 -0.9 - -0.9
Transfers between stages -0.5 7.3 2.8 9.5
-Transfer from stage 1to 2 -0.7 9.6 - 8.9
-Transfer from stage 1to 3 -0.1 - 2.6 2.5
-Transfer from stage 2 to 1 0.3 -2.3 - -2.0
-Transfer from stage 2 to 3 - -0.1 0.2 0.1
-Transfer from stage 3 to 1 - - - -
-Transfer from stage 3 to 2 - 0.0 -0.0 -0.0
Exchange rate change - - - -
Removed financial assets -3.1 -7.9 -3.0 -14.0
Provisions 31 December 2019 10.0 14.8 3.6 28.4
Opening balance 1 January 2019 939.8 49.3 4.8 993.9
Closing balance 31 December 2019 957.8 51.3 5.1 1,014.1
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Transferred assets which are not excluded from
the balance sheet in the Parent company:

The Bank has kept the assets sold to the
securitisation companies, Step 3 (in 2019) and
Step 4, in its own balance sheet since they not
fulfil the requirements for derecognition. A number
of tests has been performed and the conclusion is
supported by the following factors:

- The size of BBABs earnings is directly
dependent of the economical presentations of

the assets

- The credit risk is not transferred to Step 3 and
Step 4 since the Bank has invested in underlying
bonds with low ranking (lower payment priority)

The table below shows the presented values of

the assets:

Bluestep Mortgage
Securities No 3
Designated Activity

Bluestep Mortgage
Securities No 4
Designated Activity

Transferred assets 2020 Company Company
Lending to the public (SEKm) - 1,118.7
Sum - 1,118.7

Bluestep Mortgage
Securities No 3
Designated Activity

Bluestep Mortgage
Securities No 4
Designated Activity

Transferred assets 2019 Company Company
Lending to the public (SEKm) 1,471.9 1,404.7
Sum 1,471.9 1,404.7
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inefficiencies in the economic relationship are and the corresponding change in value of hedge

N Ote 18- Hedge OCCCOU ntl ng mainly attributable to differences in changes in instruments was SEK -71.6m (SEK 18.5m). The

- - value in interest rate swaps in relation to changes unrealized market valuation of hedge accounting
a nd derlvatlves in value in the hedged item. is reported under “Net result of financial
transactions” and amounted to SEK 1.7m (SEK
The change in value of hedged items amounted 0.2m). The hedge accounting is effective and
to SEK 73.3m (SEK -18.2m) as per 31 December, thereby meets the conditions for when hedge
accounting may be applied.

The derivative instruments consist of hedging instruments covering lending to the public, bonds and other
interest-bearing securities. A breakdown of the counterparties to the derivatives is specified below:

Carrying amount

2020-12-31 2019-12-31
Change in fair value Ineffectiveness
Notional Purchase Recoqnised Notional Purchase Recoqnised Hedging instruments and hedge Nominal used for measuring recognised in Profit
Assets amount value value amount value value ineffectiveness amount Assets Liabilities  hedge ineffectiveness or Loss
Swedish financial institutes 2,553.9 - 16.1 5,115.0 - 32.7 Interest rate risk
Foreign financial institutes 3,793.3 = 25.0 8,762.3 - 114.2
Total 6,347.2 = 41.2 13,877.3 - 147.0 Interest rate swap 11,200.0 4.5 -50.6 -71.6 1.7

Accumulated adjustment on the

Carrying amount

hedged item
2020-12-31 2019-12-31 Change in value used
Assets Naor:i:::tl Purcv:ﬁ: Recoqc‘i,s,f,: N::: o :t' Purc\zﬁ: Rec”:f‘,ﬁ: Hedged items Assets Liabilities Assets Liabilities for m?:::f::gv:?igs:
Swedish financial institutes 2,553.9 = 16.1 5,115.0 - 32.7 Interest rate risk
Foreign financial institutes 650.0 - 0.6 2,450.0 - 1.7
Total 3,203.9 _ 16.7 7,565.0 _ 34.4 Lending to the public 10,379.4 = = 47.1 73.3

Remaining contractual maturity

Maturity profile and average price, hedging instruments <1lyear 1-5 years >5 years
2020-12-31 2019-12-31 .
Fair value hedges
o Notional Purchase Recoqnised Notional Purchase Recognised Nominal amount 2700.0 8.500.0 B
Liabilities amount value value amount value value
. R o, o, o, o
Swedish financial institutes 5,680.0 - 545 1,101.1 - 7.7 Average fixed interest rate (%) 0.67% 0.50%
Foreign financial institutes 3,5674.1 - 1.3 3,279.1 - 9.4

Total 9,254.1 - 55.8 4,380.3 - 17.1 Note 19. Bonds and other
interest-bearing securities

2020-12-31 2019-12-31
Notional Purchase Recognised Notional Purchase Recognised
Liabilities amount value value amount value value
2020-12-31 2019-12-31
Swedish financial institutes 5,680.0 - 54.5 1,101.1 - 7.7
Purchase Recognised Purchase Recognised
Foreign financial institutes 3,674.1 = 1.3 3,279.1 - 9.4 value value value value
Total 9,254.1 - 55.8 4,380.3 - 17.1 Swedish issuers
Bonds issued by the Swedish government or municipalities 2425 238.2 111.9 95.7
Covered bonds (listed) issued by
The Bank uses derivative instruments to achieve items consist of portfolios of borrowing, deposits Swedish credit institutions 103.9 103.3 2536 2536
desired reduction of interest rate risks. Interest and lending. The hedging instruments consist Foreign issuers
rate risks are primarily attributable to fixed rates of interest rate swaps in SEK and NOK where Bonds issued by the German government _ i} 10 11
toa Iarge.r exte.nt b.elng applied to lending, Bluestep.pays fixed .lnterest and receives variable, Bonds issued by the Norwegian government S AR 1149 1093
whereas financing is to a larger extent conducted usually with a maturity of up to three years. ) _

K Covered bonds (listed) issued by 205.2 183.0 2725 278.3
at variable rates. The Bank began to apply hedge Norwegian credit institutions : : : :
accounting during 2016 for new derivative The hedging ratio between hedging instruments Total 769.7 720.6 753.8 738.1
transactions. and hedged items is 1: 1. The efficiency of the

hedging relationship is evaluated by comparing
The bank applies fair value hedging in accordance the change in the fair value of hedging instruments
with the carve-out method in IAS 39. The hedged and the hedged item, respectively. Possible
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Note 20. Shares in associated companies

Number of o Recognised Recognised
Company name shares Share % value 2020 value 2019
Bluestep Finans Funding No 1 AB 100,000 100% 4.6 4.6
Blu.es.tep Mortgage Securities No 2 Designated 1 100% 0.0 0.0
Activity Company
Bluestep Mortgage Securities No 3 Designated 1 100% 0.0 0.0
Activity Company
Bluestep Mortgage Securities No 4 Designated 1 100% 0.0 0.0
Activity Company
Bluestep Servicing AB 50,000 100% 0.1 0.1
Total 4.7 4.7
Company name Reg. No. Domicile Equity Net profit 2020 Net profit 2019
Bluestep Finans Funding No 1 AB 556791-6928 Stockholm 15 5.7 -0.2
Blu.es.tep Mortgage Securities No 2 Designated 522186 Dublin 00 0.2 23
Activity Company
Blu.es.tep Mortgage Securities No 3 Designated 550839 Dublin 0.0 -0.3 120
Activity Company
Blu<.as.tep Mortgage Securities No 4 Designated 596111 Dublin 0.0 24 _09
Activity Company
Bluestep Servicing AB 556955-3927 Stockholm 18.9 3.4 2.6

Note 21. Other assets
| cow W oo ]

2020-12-31 2019-12-31 2020-12-31 2019-12-31
Accounts receivable 13.0 18.8 13.0 13.3
Intercompany receivables 0.0 - 5.0 683.2
Securities financial instruments' 115.1 62.2 115.1 62.2
Tax receivables 39.4 247 36.4 217
Long term deposits 0.1 1.1 0.1 1.0
Other assets 0.4 -1.4 0.4 -1.4
Total 168.0 105.4 170.0 780.1

'Funds that the parties exchange due to changes in the value of the underlying financial instruments.”

Not 22. Prepaid expenses and
accrued income
T

2020-12-31 2019-12-31 2020-12-31 2019-12-31
Accrued interest 5.5 5.4 5.5 5.4
Other prepaid expenses and accrued income 17.5 15.5 16.9 14.8
Total 23.0 20.9 22.4 20.2
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Note 23. Assets held for sale
| cow W oo |

2020-12-31 2019-12-31 2020-12-31 2019-12-31
Assets held for sale 714.6 - 714.6 -
Total 714.6 - 714.6 -

In November 2020 the Bank reached an agreement regarding the sale of the personal loans portfolio,
where the portfolio is transferred on the 1st of January 2021.

Note 24. Liabilities to credit institutions
| o W eaem ]

2020-12-31 2019-12-31 2020-12-31 2019-12-31
Debts to foreign banks* - 2,000.0 - -
Debts to Bluestep No 3 Designated Activity Company and Bluestep _ B
No 4 Designated Activity Company A 14878
Total - 2,000.0 582.2 1,487.8

*Consists of a committed credit facility in BFF1

Note 25. Issued bonds
T

Bonds secured by mortgage loans 2020-12-31 2019-12-31 2020-12-31 2019-12-31
Carrying balance 1,901.1 3,233.7 - -
Issued bonds during year 2,9435 - 2,943.5 -
Repayments on bonds -1,098.0 -1,263.4 - -
Change due to currency fluctuation -57.3 -69.2 = -
Total 3,689.2 1,901.1 2,943.5 -
I
Unsecured bonds 2020-12-31 2019-12-31 2020-12-31 2019-12-31
Carrying balance 2,000.0 200.0 2,000.0 200.0
Issued bonds during year = 1,800.0 = 1,800.0
Total 2,000.0 2,000.0 2,000.0 2,000.0
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Note 26. Deposits from the public Note 29. Assets and liabilities
BT T duration information

2020-12-31 2019-12-31 2020-12-31 2019-12-31
Deposits from the public 12,612.9 11,4214 12,612.9 11,421.4 “
Total 12,612.9 11,4214 12,612.9 11,4214 Non discounted contractual cash flows
Zg;‘gi_';iz"_%;’“"“h" P“’;‘;ﬂz:: <3mth 3mth-1yr 1-5yr >5 yr Total
Assets
N Ote 27- Acc ru ed expe nses a n d Cash and balances at central banks 402.3 - - - - 402.3
L] d L] Lending to credit institutions 1,877.4 - - - - 1,877.4
prepal Income Lending to the public = 216.6 398.1 641.8 17,011.3 18,267.8
“ “ Interest bearing securities - 4.8 213.7 938.1 - 1,156.6
2020-12-31 2019-12-31 2020-12-31 2019-12-31 Total 2,279.7 221.4 611.8 1,580.0 17,011.3 21,704.1
Accrued salaries and remunerations 42.3 24.0 40.6 23.3
Accrued social costs 6.6 5.9 6.3 5.7 Liabilities
Accrued interest 25.9 351 24.2 245 Issued bonds - 18.3 1,000.0 5,084.1 - 6,102.4
Other accrued expenses and prepaid income o8 236 8.7 230 Deposits from the public 9,027.1 1,266.5 1,547.1 726.9 = 12,567.6
Accrued interest costs 5.4 - 5.4 -
Total 9,027.1 1,284.8 2,547.1 5,811.0 - 18,670.0
Total 90.0 88.6 85.2 76.5
Derivatives
Derivatives inflow -0.0 13.6 - 509.0 - 522.6
N Ote 2 8 . Ot h e r I ia bi I ities Derivatives outflow -0.0 -7.9 -37.3 -520.7 - -565.9
Total -0.0 5.8 -37.3 -11.7 = -43.3

Non discounted contractual cash flows

Trade creditors 147 30.1 14.1 29.8

Intercompany liabilities 0.0 85.3 3.1 87.3 2R(e)|1n9c:_i;|",i[1g1duration Pa‘:’el::‘zzg <3mth 3mth-1yr 1-5yr >5yr Total

Social costs 16.4 131 15.7 12.4

Other liabilities 64.0 91.3 19.0 39.9 Assets

Total 95.1 219.8 52.0 169.3 Cash and balances at central banks 266.0 - - - - 266.0
Lending to credit institutions 1,669.6 - - - - 1,669.6

Other liabilities include a group contribution from the Bank to BHAB, amounting to SEK Om (SEK 85.3m). Lending to the public B 2290 405.9 696.1 16,4306 177706
Interest bearing securities - 151.5 78.4 527.2 - 757.1
Total 1,935.6 380.5 484.3 1,223.3 16,439.6 20,463.2
Liabilities
Liabilities to credit institutions - 12.8 1,166.7 833.3 - 2,012.8
Issued bonds - 114 785.9 3,111.9 - 3,909.2
Deposits from the public 8,951.8 589.5 1,186.5 619.2 17.9 11,364.9
Total 8,951.8 613.7 3,139.1 4,564.5 17.9 17,286.9
Derivatives
Derivatives inflow 0.0 56.3 233.7 882.3 - 1,172.3
Derivatives outflow -0.0 -24.4 -28.8 -50.1 - -103.2
Total 0.0 31.9 204.9 832.3 - 1,069.1
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I Note 30. Financial assets and liabilities

Non discounted contractual cash flows

Remaining durati Payabl . . .
20201281 " N SISt EEdm g lvy SRV B Total Financial assets at fair value Level 1 uses valuation of quoted prices in an
Assets The methods for determining the value of all active market, i.e. easily accessible by different

i ial ts and liabiliti ithin the G market makers and represent actual and frequent
Cash and balances at central banks 402.3 = = = = 402.3 nancial assets and liabilities witnin the Group

adhere to a hierarchy. This hierarchy reflects transactions. Level 2 uses calculated values that

Lending to credit institutions 1,716.4 - - - - 1,716.4 . . . . are based on observable market quotations
observable prices or other information used in ¢ R .
Lending to the public - 202.6 369.6 6213 158904  17,083.9 the valuation-methods. A judgment is made each or similar instruments, or instruments on a
. . less active market. This level includes interest
Interest bearing securities = 48 2137 938.1 = 1,156.6 quarter to determine if the valuations refer to s :
noted prices representing actual and regularly bearing instruments, interest rate swaps, and
Total i gl — il Skl sl . . cross-currency swaps. Level 3 refers to financial
occurring transactions or not. Transfers between . . .
. . . instruments that are not actively traded in a market
different levels in the hierarchy may occur when )
— s o and where valuation models are used where
Liabilities there are indications that the market conditions, N ) }
liquidity. h h d. Lendi h bli significant input data is based on unobservable
Deposits from the public 9,027.1 1,266.5 1,547.1 726.9 = 12,567.6 e.g. liquidity, have changed. Lending to the public data. At this level there is a certain proportion of
is classified in its entirety at Level 3. : .
Issued bonds - 13.8 1,000.0 3,900.0 - 4,913.8 lending to the public.
Total 9,027.1 1,280.2 2,547.1 4,626.9 - 17,481.3
Derivatives inflow _ 6.5 _ _ _ 6.5 Valued at fair Non-financial
value through Amortised Amortised assets and Sum Carrying
Derivatives outflow - 9.4 -37.3 -37.4 - -84.1 2020-12-31 profit or loss cost cost liabilities value
Total - -2.8 -37.3 -37.4 - -77.6 Assets
Cash and balances at central banks = 402.3 = = 402.3
Lending to credit institutions - 1,877.4 = - 1,877.4
Non discounted contractual cash flows Value change of interest-hedged items in portfolio _ ol B B o
hedges ’ :
Remaining duration Payable on
<3mth 3mth-1yr 1-5yr >5 yr Total
2019-12-31 demand v v 4 Derivatives 41.2 - - - 41.2
Assets Bonds and other interest-bearing securities 720.6 - - - 720.6
Cash and balances at central banks 266.0 - - - - 266.0 Intangible assets - - - 116.8 116.8
Lending to credit institutions 1,067.3 - - - - 1,067.3 Tangible fixed assets - - - 52.9 52.9
Lending to the public - 202.2 371.7 679.0 14,4575 15,710.4 Other assets - 13.0 - 155.0 168.0
Interest bearing securities - 1515 78.4 527.2 - 757.1 Prepaid expenses and accrued income - 55 - 175 23.0
Total 1,333.4 353.7 450.1 1,206.2 14,457.5 17,800.9 Assets held for sale - 714.6 - - 714.6
Tax assets = = = 1.8 1.8
Liabilities Total 978.6 18,958.7 - 343.9 20,281.1
Liabilities to credit institutions - 3.7 - - - 3.7
Deposits from the public 8,951.8 589.5 1,186.5 619.2 17.9 11,364.9 Liabilities
Issued bonds - - - 2,000.0 - 2,000.0 Issued bonds - - 5,689.2 - 5,689.2
Total 8,951.8 593.1 1,186.5 2,619.2 17.9 13,368.6 Deposits from the public - - 12,612.9 - 12,612.9
Derivatives 55.8 = = = 55.8
Derivatives Other liabilities - - 78.7 16.4 95.1
Derivatives inflow 0.0 187 - - - 18.7 Accrued expenses and prepaid income - - 90.0 - 90.0
Derivatives outflow -0.0 -8.2 -28.8 -50.1 - -87.1 Total 55.8 - 18,470.8 16.4 18,543.0
Total 0.0 10.5 -28.8 -50.1 - -68.3
Bluestep | Annual Report 2020 Bluestep | Annual Report 2020

88




Valued at fair

Non-financial

value through Amortised Amortised assets and Sum Carrying
2019-12-31 profit or loss cost cost liabilities value
Assets
Cash and balances at central banks - 266.0 - - 266.0
Lending to credit institutions - 1,669.6 - - 1,669.6
Lending to the public 51.8 16,098.3 - - 16,150.0
L/:(Ijugeezhcnge of interest-hedged items in portfolio _ 957 _ _ -25.7
Derivatives 147.0 - - - 147.0
Bonds and other interest-bearing securities 738.1 - - - 738.1
Intangible assets - - - 107.6 107.6
Tangible fixed assets - - - 60.8 60.8
Other assets - 18.8 - 86.5 105.4
Prepaid expenses and accrued income - 5.4 - 15.5 20.9
Tax assets - - - 13.9 13.9
Total 936.8 18,032.4 - 284.3 19,253.5
Liabilities
Liabilities to credit institutions - - 2,000.0 - 2,000.0
Issued bonds - - 3,901.1 - 3,901.1
Deposits from the public - - 11,421.4 - 11,421.4
Derivatives 17.1 - - - 17.1
Other liabilities - - 206.8 13.1 219.8
Accrued expenses and prepaid income - - 88.6 - 88.6
Total 17.1 - 17,617.9 13.1 17,648.0

Valued at fair

Non-financial
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value through Amortised Amortised assets and Sum Carrying
2020-12-31 profit or loss cost cost liabilities value
Assets
Cash and balances at central banks - 402.3 - - 402.3
Lending to credit institutions - 1,716.4 - - 1,716.4
Lending to the public 216.8 15,898.7 - - 16,115.5
Derivatives 16.7 - - - 16.7
Bonds and other interest-bearing securities 720.6 = = = 720.6
Shares and participations in associated companies = = © 4.7 4.7
Intangible assets = = = 107.1 107.1
Tangible fixed assets - - - 5.4 5.4
Other assets = 18.0 = 152.0 170.0
Prepaid expenses and accrued income = 5.5 = 16.9 22.4
Tax assets - - - 2.7 2.7
Total 954.1 18,802.6 = 288.6 20,045.3
Liabilities
Liabilities to credit institutions - - 582.2 - 582.2
Deposits from the public - - 12,612.9 - 12,612.9
Derivatives 55.8 - - = 55.8
Issued bonds 4,943.5 - - - 4,943.5
Other liabilities = = 36.3 15.7 52.0
Accrued expenses and prepaid income = = 85.2 = 85.2
Total 4,999.2 = 13,316.6 15.7 18,331.5
Upplupna kostnader och férutbetalda intékter = = 85,2 = 85,2
Summa 4 999,2 - 13 316,6 15,7 18 331,5

Bluestep | Annual Report 2020




Valued at fair

Non-financial

value through Amortised Amortised assetsand Sum Carrying
2019-12-31 profit or loss cost cost liabilities value
Assets
Cash and balances at central banks - 266.0 - - 266.0
Lending to credit institutions - 1,067.3 - - 1,067.3
Lending to the public 51.8 13,709.2 - - 13,760.9
L/g(ljugeezhange of interest-hedged items in portfolio B 257 B ~ -25.7
Derivatives 34.4 - - - 34.4
Bonds and other interest-bearing securities 738.1 - - - 738.1
Shares and participations in associated companies - - - 4.7 4.7
Intangible assets - - - 94.2 94.2
Tangible fixed assets - - - 71 71
Other assets - 696.5 - 83.5 780.1
Prepaid expenses and accrued income - 5.4 - 14.8 20.2
Tax assets - - - 13.0 13.0
Total 824.3 15,718.8 - 217.2 16,760.3
Liabilities
Liabilities to credit institutions - - 1,487.8 - 1,487.8
Deposits from the public - - 11,421.4 - 11,421.4
Derivatives 17.1 - - - 17.1
Issued bonds 2,000.0 - - - 2,000.0
Other liabilities - - 156.9 124 169.3
Accrued expenses and prepaid income - - 76.5 - 76.5
Total 2,017.1 - 13,1425 12.4 15,172.0

Financial assets and liabilities are valued at fair
value through profit or loss. All derivative contracts
in this group are entered into for the purpose

to hedge interest rate- and currency risks in

the Group’s business and all interest-bearing
securities are included in the Group’s liquidity

portfolio.

Regarding lending to credit institutions, the
carrying value is considered consistent with

the fair value since the post is not subject to
significant value changes. Any currency change

is recorded in the income statement. There is no
material difference in lending to the public if all
loans were lent to the interest rates per December
31st compared to the current interest rate of
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the loans. Method for determining the fair value

of derivatives is described in the accounting
principles. Bonds and other interest-bearing
securities quoted in an active market are valued at

fair value.

Deposits from the public have mainly short

term maturity profiles why the market value is in
accordance with the carrying value. For all other
financial assets and liabilities with a short term
period the carrying value equals the fair value
since the discounted value does not produce a
noticeable effect.

2020-12-31 2019-12-31

Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Assets
Lending to public = = 216.8 216.8 - - 51.8 51.8
Derivatives - 41.2 - 41.2 - 147.0 - 147.0
Bonds / otherinterest-bearing 720.6 - - 7206 738.1 - - 738.1
Total 720.6 41.2 216.8 978.6 738.1 147.0 51.8 936.8
Liabilities
Derivatives - 55.8 - 55.8 - 171 - 171
Total = 55.8 = 55.8 - 17.1 - 17.1

- Ewm ]
2020-12-31 2019-12-31

Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Assets
Lending to public = = 216.8 216.8 - - 51.8 51.8
Derivatives = 16.7 = 16.7 - 34.4 - 34.4
SB;’:fr?ﬂ/e‘:the’ interest-bearing 7206 5 = 720.6 738.1 - - 738.1
Total 720.6 16.7 216.8 954.1 738.1 34.4 51.8 824.3
Liabilities
Derivatives - 55.8 - 55.8 - 171 - 17.1
Total = 55.8 = 55.8 - 17.1 - 17.1
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Note 31. Capital adequacy analysis e

Capital Adequacy 2020-12-31  2019-12-31 2020-12-31  2019-12-31
u
Own Funds 1,617.2 1,474.9 1,506.1 1,494.0
- Parent company and consolidated
Common Equity Tier 1 (CET1) capital 1,617.2 1,474.9 1,506.1 1,494.0
u n
s Itu qtlo n Capital instruments and the related share premium accounts 4,451.4 4,451.4 663.7 663.7
Retained earnings 229.1 350.5 966.7 920.0
For establishment of the Bank’s capital adequacy The Bank has an established capital plan for the Accumulated other comprehensive income -17.4 4.3 -16.2 45
and providing information regarding own funds size of the own funds over the next three years Other reserves 26.0 26.0 _ _
and capital requirements, the following external based on; . 50700 . o 04
. . . Intangible assets (net of related tax liability) -3,070. -3,357.4 -107.1 -94.
regulations applies; the Act (2014:968) regarding g Y
Speciai Supervision of credit institutions and . |dent|ﬁed and assessed risks Regulatory adjustment for prudent valuation -1.1 - -1.1 -
securities companies, the Act (2014:966) Additional Tier 1 capital - - = -
regarding capital buffers, the Act (1995:1559) - risk profile, Tier 2 Capital . - - -
regarding annual reports at credit institutions and . sensitivity anaiysis’ stress tests and scenario Riek E A 62230 8252.3 2944.0 6995.8
securities companies, the Regulation (2014:993) analysis, sk Exposure Amount rees e =a s
regarding special supervision and capital buffers, Risk exposure amount credit risk 7,086.7 6,889.1 6,964.7 5,804.8

- expected expansion of lending and financing

the Swedish FSA's regulations (FFFS 2014:12) opportunities. and Risk exposure amount market risk 310.0 259.6 310.0 259.6
regarding prudential requirements and capital PP ' Risk . tonal risk a6 10361 6690 9314
ISK exposure amount operational ris o B . 4 .

buffers, the Swedish FSA’s regulations and - new or changed legislation, business and P P
general guidelines (FFFS 2008:25) regarding Competitive situation and other external Risk exposure amount credit valuation adjustment risk (CVA) 51.7 67.4 0.2 -
annual reports at credit institutions and conditions. CET 1 capital ratio, % 19.7% 17.9% 19.0% 21.4%
securities C:ompanietc,, the European Parliament Tier 1 capital ratio, % 19.7% 17.9% 19.0% 21.4%
and Council Regulation (EU) No 575/2013 on The capital planning is an integrated part of the o

. . s . . Total capital ratio, % 19.7% 17.9% 19.0% 21.4%
prudential requirements for credit institutions and performance of the ICLAAP, and it is continuously
investment firms (the ”CRR”), and the Commission monitored, at least annua”y or more often if
Implementing Regulation (EU) No 1423/2013 laying deemed necessary, to ensure that the Bank's risks “
down technical standards for the implementation are correctly considered and reflect the risk profile Capital Buffer Requirements % 2020-12-31  2019-12-31 2020-12-31  2019-12-31
of .the _CaF_)ItaI adequacy reql'ilrements apphcable and cap|tal needs. Institution specific buffert requirement 2.9% 5.0% 2.9% 5.0%
to institutions under Regulation (EU) of the
European Parliament and of the Council ) No In this note, the Bank discloses information of which capital conservation buffer 2.5% 2.5% 2.5% 2.5%
575/2013. regarding the Bank and the Consolidated situation. of which countercyclical capital buffer 0.4% 2.5% 0.4% 2.5%

For further information regarding ownership of which systemic risk buffer - - - -
The regulations state that the Bank’s own funds structure, see section on Financial overview. of which: G-SlI or O-SlI buffer - - - -
shall cov.er _the mlmmljlm capltal requwements CET1available to meet buffers 11.7% 9.9% 11.0% 13.4%
(for credit risk, operational risk, market risk and
credit valuation adjustment risk), Pillar Il capital
requirements for additional risks identified, and
combined capital buffer in accordance with the Interim profits of SEK 46.7m for the parent The countercyclical capital buffer was reduced
Bank’s ICLAAP. company are included in retained earnings in March 2020 from 2.5% to 0% by the Swedish
with the permission from the Swedish FSA in Financial Supervisory Authority, and from 2.5%
accordance with Article 26 of the CRR. to 1% by the Norwegian Financial Supervisory

Authority. The Finnish Financial Supervisory
Authority decided to keep the level at 0%.
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Minimum capital requirement for credit risk Minimum capital requirement for operational risk

The capital requirement for credit risk is calculated by using the standardised approach. The capital requirement for operational risk is from May 2020 calculated by using the alternative
standardised approach. For previous years, the standardised approach was used to calculate capital

2020-12-31 2019-12-31
. . . . Consolidated situation “

Exposure class gmosn X LI requiremen 2020-12-31 2019-12-31 2020-12-31 2019-12-31
Governments or central banks 900.0 0% - - - Relevant indicator 516.4 690.8 4460 620.9
E instituti 2,218.2 20% 443, y 2.

Xposures to institutions 218 0% 3.6 385 823 of which 12% (business line retail banking) 62.0 82.9 53.5 74.5
Exposures to corporates = 0% = = -

Total capital requirement for operational risk 62.0 82.9 53.5 74.5

Retail exposures 743.6 75% 557.7 44.6 61.6
Exposures to mortgages 15,809.7 36% 5,637.9 451.0 420.9 . . . . .
Exposures in default 4207 101% 4240 259 945 Minimum capital requirement for market risk
Exposures in the form of covered . 10% - - i3 The capital requirement for market risk is calculated by using the standardised approach. The capital
bonds ' ' ' ' requirement for market risk consists only of foreign exchange rate risk.

Claims on institutions and

corporates with a short-term = = - - - n N N
credit assessment Consolidated situation

Equity exposures 10.7 100% 10.7 0.9 - 2020-12-31 2019-12-31 2020-12-31 2019-12-31
Other exposures 83.9 100% 83.9 6.7 7.6 Capital requirement for foreign exchange rate risk 248 20.8 24.8 20.8
Securitisations = = = = - Total capital requirement for market risk 24.8 20.8 24.8 20.8

Total capital requirement for

- 20,374.6 7,086.7 566.9 551.1
credit risk

Minimum capital requirement for credit valuation adjustment risk

“ The capital requirement for credit valuation adjustment risk is calculated by using the standardised

2020-12-31 2019-12-31 method.
Exposed amount Risk weight Risk weighted Capital Capital
Exposure class amount requirement requirement
e
Governments or central banks 877.1 0% = = -
2020-12-31 2019-12-31 2020-12-31 2019-12-31
Exposures to institutions 1,849.2 20% 369.8 29.6 18.6
Capital requirements for credit valuation adjustment risk 4.1 5.4 0.0 -
Exposures to corporates 5.0 100% 5.0 0.4 0.3
Total capital requirement for credit valuation adjustment risk 4.1 5.4 0.0 -
Retail exposures 743.6 75% 557.7 44.6 61.6
Exposures to mortgages 15812.8 86% 5,638.1 4511 8587 Total Pillar | minimum capital requirements
i ) y . . . , .. . . . .
Exposures in default 8207 101% 824.0 259 227 The Bank’s and the Consolidated situation’s total minimum capital requirements for credit risk, operational
Ezr;zzures in the form of covered 2878 10% 28.8 23 43 risk, market risk and credit valuation adjustment risk are shown below.
Claims on institutions and n N N
credit assessment 2020-12-31  2019-12-31 2020-12-31  2019-12-31
Equi 4.7 100% 4.7 .4 .4
quity exposures 00% 0 0 Pillar | capital requirement 657.8 660.2 635.5 559.7
h 7 100% 7 2. 2.
Other exposures 35 00% 35 ° 8 Total Pillar | capital requirement 657.8 660.2 635.5 559.7
Securitisations - - - = -
I:::::::;tﬂ' requirement for 19,936.6 6,964.7 557.2 464.4 The minimum level for the own funds is met for both the Bank and the Consolidated situation, which means
that the own funds exceed the total minimum capital requirement.
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Internal assessment of capital needs Note 32. Related pqrties

The Bank’s and the Consolidated situation’s total capital requirements are shown below.
Assets and liabilities 2020-12-31  2019-12-31 2020-12-31  2019-12-31

Total capital requirements (SEK m) 2020-12-31 2019-12-31 2020-12-31 2019-12-31 Intercompany receivables
Pillar | 657.8 660.2 635.5 559.7 Parent 00 B 0.0 _
Pillar 1l 80.4 93.3 77.9 70.2 Group 0.0 _ 5415 1,1431
of which concentration risk 73.4 72.7 71.3 57.6 Total 0.0 - 541.5 1,143.1
of which interest rate risk arising from non-trading book 7.0 20.6 6.6 12.7
Combined capital buffer 236.8 412.6 229.0 349.8 Intercompany payables
of which capital concervation buffer 205.6 206.3 198.6 174.9 Parent - 85.3 - 85.3
of which countercyclical capital buffer 31.3 206.3 30.4 174.9 Group - - 31 1.9
Sum capital requirements 975.1 1,166.1 942.5 979.7 Total - 85.3 3.1 87.3

Income and costs 2020 2019 2020 2019

Totalt capital requirements (% RWA) 2020-12-31 2019-12-31 2020-12-31 2019-12-31 Interest income calculated using the effective interest method
Pillar | 8.0% 8.0% 8.0% 8.0% Parent 0.0 _ 0.0 i}
Pillar 1l 1.0% 1.1% 1.0% 1.0% Group 0.0 _ 54.1 1303
Combined buffer requirements 2.9% 5.0% 2.9% 5.0%
Sum capital requirements 11.9% 14.1% 11.9% 14.0% General administration expenses
Parent - - - -
Bluestep’s report on capital and risk management in accordance with the Pillar Il disclosure requirements, Group = - -277 -215
is published quarterly on www.bluestepbank.com. Total 0.0 - 26.4 108.7
Related parties 550839, with domicile in Dublin,
Related parties for the group refer to: - Bluestep Mortgage Securities No 4 Designated

Activity Company, organisational number 596111,

- Bluestep Holding AB, organizational number with domicile in Dublin

556668-9575, with domicile in Stockholm. - Bluestep Servicing AB, organisational number
556955-3927 with domicile in Stockholm.
Related parties for the Bank refer to:

Senior officials

+ Bluestep Holding AB, organizational number See Note 10 Salaries and remuneration. No further
556668-9579, with domicile in Stockholm, transactions with senior officials have occurred

- Bluestep Finans Funding No 1 AB, organizational during the fiscal year.
number 556791-6928, with domicile in
Stockholm, Interest income

- Bluestep Mortgage Securities No 2 Designated The interest income in the Parent relates to
Activity Company, organisational number 522186, interest income on internal loans between the
with domicile in Dublin, Parent and other companies in the Group.

- Bluestep Mortgage Securities No 3 Designated
Activity Company, organisational number

Bluestep | Annual Report 2020 Bluestep | Annual Report 2020




Note 33. Pledged assets, contingent
liabilities and commitments

2020-12-31 2019-12-31 2020-12-31 2019-12-31
Pledged assets for own liabilities
Shares and participations in associated companies 0.0 0.0 0.0 0.0
Lending to credit institutions 138.7 596.3 - -
Lending to the public 4,366.7 5,265.6 4,366.7 2,876.5
Bonds and other interest-bearing securities 19.0 - 19.0 -
Derivatives 245 109.2 - -
Intangible assets 0.0 0.2 = -
Other assets 115.1 66.4 115.1 62.2
Prepaid expenses and accrued income 0.2 0.7 = -

Contingent liabilities
Contingent liabilities

Commitments

Note 34. Proposal for profit distribution

Proposal for the appropriation of profits (SEK)

The following profits are available for appropriation at the annual general meeting

Retained earnings
Profit for the year

Translation reserve

The Board propose that

the following be carried forward

1,464,619,657
146,268,758
-16,177,353

1,594,711,062

1,594,711,062

1,594,711,062

The board’s assessment is that the equity
accounted for in the annual report is sufficient

in relation to the size and risk of the business.
Concerning the result and financial position of the
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Bank and the Group respectively, please see the
preceding income statement, balance sheet, cash
flow statement and additional information.

The Board of Directors

The board of directors is elected by the

shareholders at the annual general meeting. The
board is currently consisting of seven members.

Per-Arne
Blomquist

Chairman

Simon
Tillmo

Board member

Toby
Franklin

Board member

Sofia Arhall
Bergendorff

Board member

Rolf
Stub

Board member

Albert
Gustafsson

Board member

Lars
Wollung

Board member
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Senior Management

The Senior Management are responsible for the
ongoing operational decision-making within Bluestep

within Bluestep.

Bjorn Lander

CEO

Mia Lund
Hanusek

Chief Marketing
Officer

Sarmad Jawady

Chief Commercial
Officer Sweden

Petri
Matikainen

Chief Commercial
Officer Finland

Erik Walberg
Olstad

Chief Commercial
Officer Norway
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Johanna Clason

Chief Financial Officer
(until april 2021)

Max Fischer

Chief Information
Officer

Karin Jenner

Chief Human
Resource Officer

Christian
Marker

Chief Legal
Officer

The Board and the

CEO:s signatures

The Board of Directors and the CEO ensure

that the annual accounts have been prepared in
accordance with generally accepted accounting
principles in Sweden and the consolidated
accounts have been prepared in accordance with
the international accounting standards referred to
in Regulation (EC) No 1606/2002 of the European
Parliament and of the Council of 19 July 2002

on the application of international accounting
standards. The annual accounts and consolidated
accounts, respectively, provide a true and fair view

of the parent company’s and the Group’s position
and earnings.

The Directors’ Report for the Parent Company and
the Group, respectively, provides a true and fair
view of the development of the Parent Company
and the Group’s operations, financial position and
results, and describes the significant risks and
uncertainties facing the Parent Company and the
companies included in the Group.

Stockholm the 22 of April 2021

Bjoérn Lander Per-Arne Blomquist Rolf Stub
CEO Chariman Board member
Simon Tillmo Albert Gustafsson Toby Franklin
Board member Board member Board member
Lars Wollung Sofia Arhall Bergendorff
Board member Board member

Our audit report has been submitted as of 22 April 2021

Ernst & Young AB.

Daniel Eriksson
Authorized auditor
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Definition of alternative
performance measures

Return on equity (%)

Operating profit after tax (21,4%) in relation to average total equity.Bruttointékter

Gross revenue

Interest income excluding interest income from bonds and banks.

Leverage ratio (%)

Common Equity Tier 1 capital in relation to total assets excluding intangible assets.

C/I ratio (%)

Total operating expenses in relation to total operating income.

Credit losses (%)
Credit losses net in relation to closing balance of lending to the public.

CET1 ratio (%)

Common Equity Tier 1 capital in relation to risk-weighted exposure amount.
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Corporate governance report

Bluestep Bank AB (publ) (the “Bank”) conducts
banking operations and is supervised by the
Swedish Financial Supervisory Authority. The Bank
is a wholly owned subsidiary of Bluestep Holding
AB, which is owned by EQT VII since 2017. The
Bank has a Norwegian branch for deposits and
mortgage lending and a newly established Finnish
branch for mortgage lending, which commenced
its activities in June 2020.

The Bank is the Parent Company of a group
consisting of; Bluestep Servicing AB, which
administrates deposit and lending activities;

and the funding companies Bluestep Finance
Funding No1 AB, Bluestep Mortgage Securities
No 2 Designated Activity Company, Securities
No 3 Designated Activity Company and Bluestep
Mortgage Securities No 4 Designated Activity
Company.

Corporate governance must function well for
the Bank to enjoy confidence in the marketplace
and create added value for stakeholders. For
this reason and to prevent conflicts of interest,
the Company has defined roles and clear areas
of responsibility allocated among the Board

of Directors, the CEO and other stakeholders.
This corporate governance report is created in
accordance with the requirements in the Annual
Act (1995:1554).

The main issues for corporate governance at the
Bank are explained below.

Corporate governance

The Bank is a dedicated, solutions-oriented
organisation that offers mortgages in all three
countries and savings accounts in Norway and
Sweden. During 2020, the Bank ceased offering
personal loans and has sold its personal loans
portfolio to an external party.

The Bank is a Swedish public limited liability
company. The Bank’s corporate governance is
based on Swedish law, regulations and general
recommendations issued by the Swedish
Financial Supervisory Authority, guidelines from
the European Banking Authority (EBA), Nasdaq
Stockholm’s regulations for issuers, and the Bank’s
Articles of Association and internal policies and
instructions. The Bank has a traditional form of
corporate governance, where the shareholders

appoint the Board which in turn appoints the CEO.
There are internal and external control functions as
well.

Since the Bank’s shares are not admitted to
trading on a regulated market, the Swedish Code
of Corporate Governance is not applied to the
Bank.

Annual General Meeting

The Bank is governed via the Annual General
Meeting in accordance with the basic rules on the
governance and organisation of a limited company.
The Annual General Meeting is the Bank’s

highest decision-making body, and the Articles

of Association contain no special provisions that
affect decision making at the AGM.

At the Annual General Meeting, the shareholders
of the Bank must confirm the income statement
and balance sheet, dividend and other disposals
according to the Bank’s result, the discharge for
the board and the CEO, election of the board and
confirm the boards fees.

The Annual General Meeting also appoint the
external auditor for the Bank who emits audit
report over its audit of the Banks annual report
and consolidated, the disposal of the result, and
the boards and the CEOs management of the
Bank and its activity. The external auditor’s audit
report is submitted to the Annual General Meeting,
which subsequently must take a position on it.

The Bank’s Article of Association has been
prepared in accordance with the requirements in
the Swedish Companies Act regarding mandatory
information and has no decisions regarding
appointment and dismissal of board members or
amendment of the Articles of Association. Nor
there are limitations of how many votes each
shareholder can submit at the Annual General
Meeting. The Article of Association has been
approved by the Swedish Financial Supervisory
Authority in accordance with the Banking and
Finance act (2004:297).

At present the Annual General Meeting has not
authorised the Board of Directors to resolve to
issue new shares or buy back the Bank’s own
shares.
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Board of Directors

The Board of Directors is ultimately responsible
for the Bank’s administration and organisation.
The duties of the Board of Directors are
primarily governed by the Swedish Companies
Act (2005:551), the Banking and Finance Act
(2004:297) and by regulations from the Swedish
Financial Supervisory Authority.

The Board’s responsibilities include determining
and reviewing the Bank’s objectives and strategies
considering its long-term financial targets and the
risks to which the Bank is, or might be, exposed to.
The board is also responsible for applying capital
requirements; satisfactory control of regulatory
compliance; and ensuring compliance with internal
rules for risk management, risk control and risk
reporting.

The Board of Directors is also responsible for
ensuring that internal governing documents,

such as policies and instructions are regularly
evaluated. The purpose is to ensure that the
Bank’s operations are run in a way that the Bank’s
obligations are not jeopardized, that reporting

of violations is done and followed up, and that
the Bank’s operations are driven in a healthy

way. It also includes maintaining a healthy risk
culture, particularly regarding credit risks that are
related to the Bank’s business model. The Board
of Directors must also monitor the Company’s
financial performance and ensure the quality of
its financial reporting and reporting by the control
functions. The Board follows written rules of
procedure that are determined annually. The rules
of procedure comply with the Swedish Companies
Act, the Swedish Banking and Financing Business
Act and regulations issued by the Swedish
Financial Supervisory Authority. The rules of
procedure also govern the allocation of duties
between Board members and the CEO.

The Boards committees and the
Bank’s remunerations principles

The Board of Directors has established an Audit,
Risk, and Compliance Committee, “ARCCQO” which
assists the Board in reviewing financial reporting,
risk management, compliance, internal control and
auditing. More information regarding ARCCO is
found under “Control environment” below.

The Bank has also established a remuneration
committee and the Bank has, in accordance
with the legislation of the Swedish Financial
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Supervisory Authority, established a clear policy,
instructions and processes to maintain a healthy
remuneration structure. Compensations to the
CEO and other identified individuals which

are seen as special regulated employees are
determined by the Board of Directions after
preparations by the remuneration committee.

Compensations to the CEO and senior executives
consists of salary and variable salary in form of
bonus and pension contributions. The Bank’s
remuneration principles to the employees

are created to ensure that remunerations to
individuals does not counteract the Bank’s
long-term interests. For the employees who are
special regulated employees, the payment of this
compensation is postponed by at least 40 percent
over a period of at least three years.

The CEO and the Bank’s senior
management

The CEO bears overall responsibility for ensuring
that all the Bank’s business risks are managed
according to established policies and guidelines.
The CEO is also responsible for ensuring that
the Bank’s organisation and work processes
continually follow applicable regulations.
According to internal governing documents, the
CEOQ is also responsible for the Bank’s financial
reporting, and the CEO must accordingly ensure
that the Board receives adequate information to
be able to evaluate the Bank’s financial position.
This includes trends in liquidity and credit risk,
important business transactions and other
circumstances that may be important to the
Board of Directors and the owners. The CEO
must also lead the Bank’s senior management in
implementing decisions taken by the Board.

Internal control

The Board’s responsibility for internal control is
governed primarily by the Swedish Companies Act,
the Swedish Annual Accounts Act (1995:1554) and
relevant sections of the regulations and general
recommendations issued by the Swedish Financial
Supervisory Authority and guidelines issued by
the EBA.

Internal control

— financial reporting

The Bank’s procedures for internal control, risk
assessment, control activities and monitoring of

financial reporting are designed with the objective
of ensuring reliable overall financial reporting

and external financial reporting in accordance
with International Financial Reporting Standards
(IFRS), applicable laws and regulations and other
requirements applicable to companies with
listed securities. The work involves the Board of
Directors, the Bank’s senior management and
other personnel.

Internal control — governing
documents

An important part of the Bank’s internal control
consists of governing documents in forms of
policies, instructions and manuals. The governing
documents exists for essential areas and form
the framework for the business. All the policies
are approved by the Board of Directors and the
instructions approved by the CEO. The governing
documents are evaluated, updated and approved
ongoingly, however, at least annually.

Control environment

The Board of Directors has adopted several
governing documents that, together with

external regulations, serve as the basis for the
Bank’s control environment. It is the duty of all
employees to comply with the adopted governing
documents. The Board of Directors has adopted
governing documents that govern the respective
responsibilities of the CEO and the Board of
Directors.

The Bank’s risk governance is performed from
an organisational perspective as well as from a
perspective with three lines of defence.

The organisational perspective consists of the
Board, the CEQ, the Senior Management Team,
business functions, and control functions.

The perspective with three lines of defence
consists of the following areas of responsibility for
risk management, compliance and internal control:

- First line of defence - Business functions, where
Managers own their risks and are responsible for
the day-to-day risk management, compliance
and internal control. The Mmanagers of
business functions report directly to the Senior

Management Team and the CEOQ.

- Second line of defence - The risk management
function and the compliance function are
responsible for the frameworks for risk
management, compliance and internal control,
and perform support and independent
monitoring and steering, support and control of
these areas. The Chief Risk Officer (“CRO”) and
the Head of Compliance report directly to the
CEO, and to the Board.

- Third line of defence - The internal audit
function is responsible for independent review
of risk management, compliance and internal
control in the business, support and control
functions. The internal audit function reports
directly to the Board. The Bank has outsourced
the internal audit to Deloitte AB.

In addition to regularly scheduled annual controls,
the risk management and compliance functions
are also obligated to report back to the Board of
Directors and CEO at least once per month. Their
reports must point out material shortcomings and
risks. The CEO and Board of Directors must ensure
that the Bank has procedures in place to regularly
follow up which actions have been taken in
response to the reporting by the control functions.

The Board of Directors bears the ultimate
responsibility for the Bank’s risk level and risk
management system, and for ensuring that the
Bank has adequate controls in place. The Board
of Directors provides directives to the CEO by
means of policies, with respect to governance,
management, control and reporting of risks. As
mentioned above, the Board of Directors has
established the ARCCO, which continuously
monitors the quality of the Bank’s financial
reporting, corporate governance, internal control,
compliance, risk control and internal audit.

The Board has appointed a CRO who is directly
subordinate to the CEO. The CRO leads the Risk
Management function, which is responsible for
supporting and independently monitoring and
controlling the risk management for the Bank,
and thereby ensuring that the risks are identified,
assessed, managed, monitored and reported
correctly.
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The Bank’s risk management system is
complemented by the following committees:

- Risk and Compliance Committee (“RiCO”) to
support the operations in risk management
regarding operational risks and compliance,

- The New Product Approval Process Committee
(“NPAP”) to support the operations in decisions
on new or changed products and processes
(including significant organisational changes),
and

- Asset and Liability Management Committee
(“ALCQ”) to support the operations in managing
balance sheet-related risks.

Risk assessment and control
activities

The Bank’s risk management aims to ensure

that the outcomes of risk-taking activities

are consistent with set risk management
strategies and risk appetite, and that there is an
appropriate balance between risk and reward.
The risk management framework is integrated
into the overall governance and internal control
framework, and is linked to the strategic planning
and capital management. The risk management
covers risks that arise in the business and the
organisation, and is limited and mitigated through
set risk appetite and risk tolerance, which makes
it possible to make well-informed decisions

for risk-taking and to ensure awareness and
understanding of risk management within the Bank.
The Bank’s risk governance and risk management
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framework is governed by the Risk Management
Policy and Instruction, which has been approved
by the Board.

The Bank defines risk as the possibility that an
event will occur and that adversely affect the
achievement of an objective or process. The risk
management covers both actual and forward-
looking risks, on and off the balance sheet, to
which the Bank is, or might be, exposed to in its
operations and in its efforts to achieve set goals
for growth, profitability and financial stability.

Monitoring, evaluation and
reporting

The Board of Directors continually evaluates

the information it receives. The Board regularly
receives reports from the Bank’s operations
concerning issues that include the Bank’s financial
position, as well as reports from the ARCCO, RiCO,
NPAP and ALCO concerning their observations,
recommendations and proposed actions and
decisions. Internal audit and the Compliance and
Risk functions regularly report their observations
and proposed actions to the CEO and Board

of Directors. Internal and external regulations

that govern financial reporting, as well as other
applicable requirements, are communicated
internally by means of relevant governing
documents. All Bank personnel have access to
these documents on the intranet.




April 2021

Sustainability report
Bluestep Bank AB (publ)
2020

BI ueStep- A modern mortgage bank.

Content

Sustainability report . 112
How Bluestep. contributes to achieving the.

sustainable development goals. ... 114
Materiality analysis and stakeholder dialogue ... .. 116
Attractive workplace ... 117
Inclusive banking ... 118
Climate-neutral banking ... 119
Business ethics and. governance ... 120
Sustainability risks .. 121
Sustainability governance ... 123
Notes to Sustainability report ... 124
S1 - Key figures, employees, 2020 ... 124
S2 - Climate report . 125
H3 - GRI Index 126




Sustainability report

The report has been produced with inspiration
from the Global Reporting Initiative (GRI)
Standards. It covers the 2020 calendar year and
includes the parent company, Bluestep Bank AB

Strategic sustainability KPIs

Our sustainability efforts embrace our entire business. So, we are happy and proud to present
our strategic sustainability KPIs here below. Through our sustainability strategy, we ensure a
holistic perspective on our sustainability work.

Financial inclusion

Customers with Responsible Customer Customers who have
income other than lending, credit satisfaction First-time paid off unsecured
from permanent losses*? index*3 buyers*4, loans and credits*s,
employment*?, % % portfolio % (year %) portfolio % (year %)
portfolio % (year %)
2020 39,6 (41,3) | 2020 0,17 2020 91,2 2020 5,9 (9,0) 2020 64,2 (61,7)
2019 38,8 (38,6) | 2019 0,11 2019 91,2 2019 5,7 (7,1) 2019 64,7 (60,5)
Environment (E) Social (S) Governance (G)
a6 Carbon Training in
Carbon footprint*s, . N Gender balance, Languages Customer
intensity, relevant .
tonnes of CO2e percentage of spoken, . complaints,
tonnes of CO2e policies,
(prev. year) women (prev. year) number o number
per employee %
Scope 1 4,5 (6,1) 2020 0,99 | Styrelse 14 (14) | 2020 20 | 2020 100 2020 47
Scope 2 83,9 (75,2) 2019 1,39 | Ledning 38(38) [ 2019 20 | 2019 100 2019 31
Scope 3  212,5(333) Anstdllda 50 (49)

(publ), along with its subsidiaries and branches.
The report also represents the company’s
communication on progress (COP) to the UN

Global Compact.

Our aim is to enable economic empowerment
for more people and set an example for
responsible banking. Our vision is an
inclusive society, where everyone can reach
their financial potential with the support of
responsible, transparent banking services.

In 2020 the world was hit by the Covid-19
pandemic, deeply impacting individuals as
well as society at large. Bluestep has closely
followed recommendations and guidelines
from the authorities on how to structure

the work environment to limit possibility of
contamination and spreading of the virus.
Furthermore, throughout this pandemic,
Bluestep has been well equipped, operating
with good liquidity without receiving
government aid, keeping the business
open, and following the Swedish Financial
Supervisory Authority’s recommendations
on dividend payouts. A pandemic of such
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COMMUNICATION

ON PROGRESS This is our Communication on Progress
in implementing the Ten Principles of the
United Nations Global Compact and
supporting broader UN goals.

We welcome feedback on its contents.

proportions can have a major economic
impact on individuals and, as a financial
player, we consider it vital to be available to
our current and potential customers.

Financial inclusion and responsible lending
form part of the core of Bluestep’s DNA.

We intend to continue leading the way by
integrating sustainability into everything we
do and becoming an even better bank for our
customers, our employees, our communities
and future generations. We aim to truly
differentiate Bluestep as the Nordic regions’
most inclusive, responsible bank.

*I Refers to credit portfolio mortgages (as at 31 Dec. excl. Finland) for customers who do not have a permanent job as
their main source of income (self-employed included), this year’s share in parentheses.

*2 Refers to mortgages
*Refers to 31 Dec.

* Refers to credit portfolio mortgages (as at 31 Dec. excl. Finland) for customers where loans have been taken out for
the purchase of permanent housing, the youngest borrower is under 30 years of age and any co-borrower is not a
parent, this year’s share in parentheses.

*5 Refers to credit portfolio mortgages (as at 31 Dec. excl. Finland) for customers who had unsecured loans or credits
that were settled in full or partly at the time of payment, this year’s share in parentheses.

*¢ For more info see page 125.




How Bluestep contributes to
achieving the sustainable
development goals

The sustainable development goals (SDGs)
are part of the sustainability agenda adopted
by most of the world’s countries, which aim
to achieve four amazing things by 2030.

To eradicate extreme poverty. To reduce
inequalities and injustices in the world.

To promote peace and justice. To solve

the climate crisis. Through the SDGs, this
can become a reality. Below, we describe
Bluestep’s role in achieving this vision.

ANSTANDIGA
ARBETSVILLKOR

wisooisk SDG 8 | Decent work and

TILVAXT

economic growth
4l 9

Bluestep has analysed the 17 SDGs in
Agenda 2030 to identify which goals the
business impacts through its operations. In
this way, Bluestep identified the parts of its
business that contribute to achieving the
SDGs.

Bluestep has chosen to prioritise three SDGs
that our Board of Directors determined

were especially relevant and crucial for the
business.

Promote sustained, inclusive and sustainable economic growth, full and productive employment
and decent work for all. Bluestep has two focus targets (2 of 12) under this goal, described

below:

8.5 By 2030, achieve full and productive
employment and decent work for all women
and men, including young people and
persons with disabilities, and equal pay for
work of equal value.

8.10 Strengthen the capacity of domestic
financial institutions to encourage and
expand access to banking, insurance and
financial services for all.

How Bluestep contributes: By promoting the
availability of mortgages and with a goal of
helping customers to an improved overview
of their financial situﬁ and, based on the

customers’ individual financial needs, offer

an attractive and improved solution. Bluestep
tries to help customers who for some reason
have been denied loans by traditional banks.

Through our business, we aim to contribute
to growth and jobs. We strive to ensure
compliance with international guidelines
and principles, and promote inclusive,
equal workplaces that are characterised by
diversity.

Challenge: To ensure that our suppliers of
products and services also comply with these
principles and sustainability requirements.

Wi SpG 10 | Reduced

{=> inequalities
v

The basis for a sustainable society is a fair distribution of resources and economic, social and
political influence in society. The rallying cry of Agenda 2030, “Leave no one behind”, and SDG
10 together underscore the importance of promoting a society where no one is excluded from
progress. Bluestep has two focus targets (2 of 10) under this goal, described below:

10.1 By 2030, progressively achieve and
sustain income growth of the bottom 40
percent of the population at a rate higher
than the national average.

10.2 By 2030, empower and promote the
social, economic and political inclusion of

all, irrespective of age, sex, disability, race,
ethnicity, origin, religion or economic or other
status.

How Bluestep contributes: Through our
products and processes, we at Bluestep can
make mortgages available to more people.
The benefit is that more people get the
chance to make their own choices about how

13 BEKAMPAKLIMAT-

FORANDRINGARNA SDG 13 I Climate

action

they want to live. Research exists supporting
the idea that the financial inclusion of more
people, which Bluestep already achieves
and try to increase, helps to build stronger
communities. Financial inclusion can
contribute to greater equality and increased
economic growth. By continuing to develop
and improve our products, we will help more
people obtain financial advice and have the
opportunity to get a mortgage. As a result, we
at Bluestep can continue to deliver value to
customers, society, employees and owners.

Challenge: Regulation and market practice
have generally made it more difficult for, or
completely excluded, certain groups from
accessing the mortgage market.

Take urgent action to combat climate change and its impacts.
The overall goal is prioritised, no targets are selected.

How Bluestep contributes: By being a
modern, digital mortgage bank without an
office network that strives to have as low

a climate impact as possible in its own
operations. Bluestep continuously drives and
develops resource- and energy-saving ways
to work that accelerate digitalisation and
contribute to climate-smarter lending.

Challenge: Bluestep is a company in a growth
stage, and intends to keep on growing so we
help more people own their own home. The
challenge is to reduce our climate impact

as the company grows and the number of
employees and offices increases.




Materiality analysis and
stakeholder dialogue
Bluestep conducted its first stakeholder

making. As its starting point, the analysis
took the Sustainability Accounting Standards
Board (SASB), the UN’s sustainable
development goals, and Bluestep’s vision of

19 of the 21 sustainability topics identified in
the stakeholder and materiality analyses are

reported as material and are grouped into
four target areas as follows:

dialogue and materiality analysis in 2019. financial inclusion for more people. Based Attractive Inclusive Climate-neutral Business ethics and
The materiality analysis takes in the views on these areas, a questionnaire was created workplace banking banking I
of multiple stakeholders as well as opinions with accompanying explanations as well as - Attractive workplace - Community - Environmental impact - Prevention of
that affect the economic, social and background material for those who wanted - Diversity and equal engagement of the business corruption and
environmental footprint of the business and further information. opportunities - Financial inclusion - Sustainable financial crime
that can influence stakeholder decision- - Financial stability procurement - Customer data and
- Financial results - Sustainable product privacy
- Brand innovation - Stable IT systems
Owners / Partners / Government - Partnership - Sound compensation
Stakeholders Customers Employees Investors Suppliers agencies ecosystems - Transparency
PP 9 - Transparent terms
Complaint Employee : and pricing
management discussions Dialogue Agreements Laws - Transparent
marketing
Communication Customer Interviews Reports - Regulatory
via meetings Employee Sustainability compliance
Customer surveys review Procurement Rules and
surveys regulations

At the end of 2020, a strategy project
related to sustainability was carried out
which included an update and review

of our materiality analysis. Among
participating stakeholders in the project
were representatives from the owner, the
board, management and employees. Within
the framework of an ongoing brand project
in parallel, a major customer survey was
conducted and lessons learned from it

Attractive workplace

Bluestep embraces diversity among our
customers and employees alike. Bluestep’s
employees come from different backgrounds,
which is a strength as it facilitates
understanding of different customer
situations. Mortgages are a big decision for
both the customer and Bluestep, which is why
good communication and understanding are

These topics were discussed with customers
who called Bluestep over the course of a
week and with a small group of selected
employees from Bluestep’s various offices.

A selection of Bluestep’s partners were then

asked questions within the framework of
a current dialogue. Representatives from
our majority owner submitted answers; no
government agencies were approached.

The list of sustainability topics is
presented below.

- . critical.
® Eco-friendly products ® Financial results were incorporated in order to capture the
, , , . i . customer perspective.
©® Environmental impact of the business ® Sustainable product innovation Our values govern how we work, and we
Adaptation and reduction Of climate L Transparent terms and priCing The project |arge|y Conﬁrmed the previous ContinUOUS|y strive to diSCUSS, giVe feedbaCK
impact . o . . and develop our business based on our
® Transparent marketing materiality analysis and resulted in several values
Prevention of corruption and financial ® Brand focus areas within the four target areas
crime above, with the aim of further bolstering
® Partnership ecosystems nd fleshin h moanv’s str for
Customer data and privacy and .es N9 OUt_ the company’s strategy fo
sustainable business.
Community engagement Materiality analysis
Attractive workplace .l
. . . ¢ Professional Respect Different

Diversity and equal opportunities "

o 4
Financial inclusion 3 — We treat all customers

s ¢ We take responsibility, and employees with | We are dedicated, dare
Stable IT systems K focus on collaboration, ploy R We are proud, bold and

i respect regardless to take decisions, and . .
Sustainable procurement 5 and make sure of age, ethnicity or provide feedback innovative

} everyone understands g;ender
Sound compensation s

o 2
Transparency - Our employee survey shows that 98 percent of employees think Bluestep is heading in the right
Financial stability direction, and 86 percent say that all in all the company is a very good workplace.
Regulatory compliance E 2 3 4 5

Materiality for Bluestep
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HR strategy

Dedicated employees represent our most
important building block for achieving

our long-term goals. To be a sustainable
employer that attracts talented employees,
we focus on the following.

Leadership

Our leadership promise is to develop our
employees so that we achieve our vision

and goals together. We have a number of
leadership behaviours linked to our values.
We offer regular leadership training, and as

a result 89 percent of employees stated in
our 2020 survey that they would recommend
their manager to a friend.

Inclusive culture

Bluestep’s employees come from different
backgrounds - in fact, more than 20
languages are spoken among our roughly
300 employees. Language skills and diverse
backgrounds reduce barriers and increase
understanding in general, which is essential
in our business. We have a gender balance
among our employees (50/50).

Attract

We publicise the way we work and our
workplace culture via our LinkedIn profile.
When recruiting new employees, we use
structured interview processes to ensure
bias-free recruitment.

Train

We continuously provide internal training
about our products, our customer offering
and other skill-enhancing initiatives.
Bluestep offers unique expertise concerning
mortgages and financial inclusion and

we actively engage in skills transfer. All
employees receive a regular evaluation and
follow-up of their performance and career
path.

Organisation

Being well organised plays an important role
in our ability to successfully cooperate and
leverage the skills of every employee. We
continuously strive to advance and improve
our organisation through a local presence
with Nordic support.
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Health

2020 has been a challenging year due to
Covid-19 and our leadership team has been
put to the test working to ensure that our
employees have a healthy and sustainable
work environment. Initiatives have been put in
place to promote movement, such as exercise
bracelets and online yoga classes. Our
employees are covered by a health insurance
policy that can be used for consulting with

a professional provider about any anxiety or
other health matters.

Work environment

Bluestep takes a methodical approach to
improving the work environment, to create a
space where individuals feel good, perform
optimally, are motivated, and feel that they
are being protected from injury or iliness on
the job.

An important aspect of systematically
managing workplace health and safety is
the identification of primary risks. Bluestep’s
starting point for assessing risks includes
three main considerations: a systematic
process for identifying operational risks,
employee surveys, and annual health and
safety inspections.

In each office, there is at least one

person appointed as a health and

safety representative. Health and

safety representatives are the workers’
representative in health and safety matters.
They are appointed either by the trade union
(if one exists) or by the workers. Bluestep has
an employee council, which is also consulted
in its role as workplace health and safety
committee.

Inclusive banking

Bluestep is a dedicated, solution-oriented
mortgage lender whose goal is to help
customers gain a better overview of their
financial situation and to offer them an
attractive solution based on their individual
financial needs. Bluestep endeavours to help
customers who, for some reason or other,
have been denied loans by the traditional
banks. The bank offers mortgages in Sweden,
Norway and Finland. In addition, Bluestep
also offers savings accounts.

Bluestep was founded in 2004 to
complement traditional banks by addressing
the needs of a previously underserved
segment of the mortgage market. There was,
and still is, a need to provide mortgages to
customers who are denied loans by other
players. In the early days of Bluestep’s history,
our customers were often people who were
going through a tough period in their lives
when they were unable to pay their bills

on time - resulting in a bad credit history.

A record of payment default carries a high
risk of rejection in a credit application at the
traditional banks.

In recent years, additional customer needs
have arisen in pace with shifting lifestyles
and employment patterns. Nowadays

there are more flexible job arrangements,
consultancy work, short-term contracts and
self-employed people than ever before. While
these forms of employment are increasing in
the labour market, many mortgage lenders
are striving to automate and digitise their
credit granting processes. As a result, some
customer groups who do not fit the “cookie-
cutter mould” have been left out. The extra
effort that we at Bluestep have been making
has opened up mortgage opportunities

to more customers, both historically and
currently. These customers now have the
chance to enjoy the benefits a mortgage can
bring, enabling them to make the most of the
many benefits of owning their own home.

Preventive insolvency management

For Bluestep, guiding people towards a more
secure future is a common thread throughout
the customer journey, even when they face
temporary financial difficulties in paying off
their mortgage with our bank. It’s the job of
our collections department to lend a helping
hand and offer fit-for-purpose solutions.

We manage the entire insolvency process,
meaning that we at Bluestep serve as our
customers’ point of contact and help them
throughout the process. Early in the process,
we reach out to people in different ways

and together find a solution that helps the
customer through their current situation.

Community engagement

Bluestep collaborates with Mentor Sweden, a
non-profit organisation that offers mentoring
programmes to young people aged 13-17
and whose vision is to reduce inequalities in
society. The programme’s activities support
these young people and help to boost their
self-esteem by connecting them with an
adult mentor they can talk to. This increases
their chances of having a bright future, taking
positive decisions and avoiding destructive
lifestyles that involve violence and drugs.

During the year, several of Bluestep’s
employees participated in the organisation’s
Job Mentor programme, a much appreciated
and mutually enriching experience for
employees and students alike. In total, 490
youths took part and were inspired about the
future.

Climate-neutral banking

Bluestep strives to have the lowest possible
environmental impact in terms of offices and
business travel. The goal of business travel is
to make any trips as environmentally friendly
and cost-effective as possible. Instead of
traveling between offices, employees use
telephone- and video conferencing whenever
they can.

The head office in Stockholm is located
in a building that holds the LEED Gold
environmental certification. Bluestep is
working with the landlord to limit energy
consumption with regard to heating,
electricity and air conditioning.

As a company, Bluestep has an ambitious
goal to equip employees with what they need
to raise awareness, and lead and develop
resource- and energy-saving practices that
help to reduce our environmental impact.
One such example is from late 2020, when
Bluestep became one of the first companies
in Sweden to launch digital signing for
mortgage documents through Mobile BankID.
This service is part of the bank’s digitalisation
efforts and, as a result, 80 percent of the
bank’s flows are now digital. Our digital
signing initiative enables loan documents to
be signed in a more streamlined, climate-
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smart way.

We have identified a focus area for
developing reduction targets and action
plans that aim to further reduce the
environmental impact of our own operations.
The targets will be presented in 2021.

Climate reporting

Bluestep uses the Greenhouse Gas Protocol
(GHG Protocol) standard developed by the
World Resources Institute and World Business
Council for Sustainable Development.

EMISSIONS BY SCOPE

Emissions, tonnes

Cco2e 2020 2019
Scope 1 4,5 6,1
Scope 2 83,9 75,2
Scope 3 212,5 333,3
Total (per employee) 300.9 (0.99) 414.7 (1.39)

Data from the table show greenhouse

gas emissions expressed as tonnes of

CO2 equivalent (CO2e, market-based).
Bluestep’s climate report has been produced
in partnership with the environmental
consultancy U&We using the tool ‘Our
Impacts’. The full report is available on
bluestepbank.com.

Input data can be either actual (retrieved
from the accounts, reports, etc.) or projected
(estimated according to a calculation
method). For 2020, 96.3 percent of emissions
are based on actual data and 3.7 percent

on projected data. This means that the data
quality is generally good.

We aim to reduce the percentage of
projected data over time and to base the
climate report as far as possible on actual
data.

Business ethics and
governance

At Bluestep, we safeguard credit applications
during our manual reviews. Although this
entails much work on our part, it allows
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us to understand each customer’s unique
circumstances - in terms of the past, the
present ability to pay, and the future. The
higher level of manual work and customer
interaction brings higher costs compared
with fully automated processes. Customers’
risk profiles can also differ. This is why
Bluestep sets individual interest rates. A
thorough review of the credit application and
risk-based pricing, combined with the reward
of lower interest rates when the customer
makes timely loan payments, contributes to
sustainable lending.

Bluestep is seeing that the increased
digitalisation and automation of many credit-
granting processes causes more individuals
with a good credit rating to be denied a
mortgage. This means that there is a greater
need for Bluestep’s products. However,
helping customers who have previously been
denied a martgage requires careful and
diligent analysis. Bluestep conducts such an
analysis based on an in-depth review of the
individual’'s personal finances and an attempt
to understand their future solvency levels. A
central part of this analysis is the interaction
between the customer and Bluestep. Since
the inception of this business model in 2005,
we have been able to help many customers
own their own home.

As part of providing credit responsibly,

this includes ensuring that the customer
understands the agreement. Bluestep is
taking active measures to ensure this by
asking all customers if they have spoken

to their traditional bank first. By asking this
question, we ensure that only those who
need Bluestep’s loan products apply for

a mortgage with us. The understanding
between customers and Bluestep is
furthermore grounded in our ability to speak
to customers in their own language - our
employees speak over 20 languages - and
if needed an interpreter is hired to make
sure the customer and the bank officer
understand each other. Throughout the
process, questions are asked to ensure that
the customer understands the agreement
and that any questions can be answered prior

to payment. These are some examples of how
Bluestep works to grant credit responsibly

to more people. One indicator regarding the
implementation of our business model is the
size of Bluestep’s credit losses. Low credit
losses suggest that we are succeeding in our
efforts to provide credit responsibly.

Bluestep has adopted a sustainability
policy to regulate our sustainability efforts.
The policy, which was reviewed and
adopted by the Board in August 2020,
describes Bluestep’s sustainability work
and governance. The following governance
documents are also important elements
for supporting our day-to-day tasks and
managing risks in the business:

- Governance and control policy
- Ethical guidelines policy

- Conflicts of interest policy

- Anti-money laundering policy

- Business continuity plan and disaster
recovery plan

« Remuneration policy
- Consumer protection policy
- Data protection policy

- Information security governing policy

As part of ensuring that our policies are
followed with regard to compliance and

data management, all new employees are
trained in an introductory programme. This
programme includes a review of internal
control functions and training on Bluestep’s
practices around anti-money laundering (see
below), anti-corruption and terrorist financing,
as well as areas such as banking secrecy,

the general data protection regulations
(GDPR) and information security. For
Bluestep to ensure that all employees have
up-to-date knowledge in these areas, we
have mandatory annual training. The training
is followed by a test, which all employees
passed in 2020. As a result of Bluestep’s
work, we have a high internal risk awareness,
as well as well-functioning processes and
procedures. Bluestep has never been subject

to regulatory fines or sanctions. The bank
advocates an open, constructive dialogue
with the authorities.

How the bank prevents fraud and money
laundering

Bluestep takes active steps to prevent

the bank from being used as a target for
money laundering and terrorist financing in
accordance with applicable legislation and
regulations. These steps include training
staff internally, ensuring that processes
and procedures are adapted to applicable
legislation and regulations, and monitoring
transactions. The risk assessment we
conduct, which lays the groundwork for
processes and procedures that address
identified risks, is another example of

our preventive measures. If suspicious
transactions are detected, they are reported
to the relevant authority. Furthermore, the
bank takes preventive steps to regularly
train its staff by offering both annual training
and targeted training, and by participating
in forums with the aim of improving staff
knowledge in this area.

A new department, the Anti Financial Crime
division, was launched in 2020 in order to
bolster and concentrate efforts to combat
money laundering and terrorist financing,
and prevent the bank from being used for
fraud. The division aims to strengthen anti-
money laundering and anti-terrorist financing
efforts as the first line of defence. It does
this by working closely with the company’s
departments and managing operations in the
context of money laundering and fraud.

Sustainability risks

A sustainability report contains sustainability
information needed to understand a
company’s development, position and
results as well as the consequences of
doing business. This information should
cover issues related to the environment,
social conditions, staff, respect for human
rights and the fight against corruption. The
following table has been developed in order
to clarify how Bluestep lives up to the rules
in the Annual Accounts Act on sustainability
reporting.
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Description

Climate &
Environment

Ability to adapt
operations to
climate and
environmental

Social
conditions

The risk that
Bluestep’s
operations,
business relations

Personnel

The risk that
Bluestep’s
operations,
business relations

Human rights

The risk that
Bluestep’s
operations,
business relations

Anti-
corruption

Corruption
involves an act in
which a person
uses their position

Bluestep fails to
adapt products
and services to the
future sustainable
economy, which
sets higher
environmental and
climate standards.
Physical climate
risk is primarily
linked to climate
and environmental
risks in conjunction
with lending.
Future climate
change may affect
customers’ ability
to pay, as well as
the value of assets
and collateral.

during the
purchase of

services or goods.

employer. Risks
related to staff
include health
and safety at
the workplace,
the presence of
victimisation,
compensation
levels and
workload.

rights during
the purchase of
services or goods.

changes. and business and business and business to achieve an
commitment commitment have commitment have undue advantage
have a negative a negative impact | a negative impact | for his or her own
impact on social on staff. on human rights. benefit or that of
conditions. another person.
Primary risks Bluestep’s Bluestep is In our own Bluestep is The risk of
operations are exposed to risks operations, the exposed to risks corruption is
exposed to associated with risk is mainly linked | associated presentin all
transition risks if social conditions to Bluestep as an with human parts of Bluestep’s

business. The
existence of
corruption could
seriously affect
confidence in
Bluestep on the
part of the public,
owners, customers
and employees,
and thus the
company'’s future
competitiveness.

Governance

Sustainability
policy, Risk policy

Consumer
protection policy,
Data protection
policy

Sustainability
policy, Ethical
guidelines policy
and Remuneration
policy

Sustainability
policy and Global
Compact’s 10
principles

Ethical guidelines
policy and
Remuneration
policy

Targets and results

To be worked on
and decided in
2021.

To be worked on
and decided in
2021.

Presence of
workplace
victimisation
Target: 0%, Actual
0%

Presence of
human rights
violations

Target: 0%, Actual
0%

Presence of
corruption

Target: 0%, Actual
0%

Link to business
strategy

Negative impact
on the Group’s
financial position.

Tarnished
reputation and
negative impact
on the Group’s
financial position.

Tarnished
reputation and
negative impact
on the Group’s
financial position.

Tarnished
reputation and
negative impact
on the Group’s
financial position.

Reputational risk
and sanctions.

Climate and environment

To expand our understanding of the

financial implications of climate change

on Bluestep’s operations, Bluestep aims

for gradual implementation of the TCFD
recommendations. TCFD stands for Taskforce
on Climate-related Financial Disclosure and
is a framework that guides organisations in

recommendations are based on governance,
strategy, risk management, targets and
metrics. In these areas, questions are raised
about how the business manages and
evaluates its climate-related financial risks,
both physical and transition risks.

Responsible sourcing and supplier
code of conduct

identifying their climate-related financial risks
and opportunities. The framework focuses on
how climate change affects operations, unlike
most other standards related to the climate
issue which instead highlight the impact

of the business on the climate. The TCFD
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Bluestep’s supply chain consists of suppliers
of various services and goods. The four
largest supplier categories, consulting
services, marketing and communication,
property and office services, as well as

software and IT services, make up the
majority of Bluestep’s total purchase
overhead.

Bluestep has an overall routine whereby

the majority of all contracts are reviewed
internally by lawyers, thus identifying any
shortcomings. An identified development
area is to clarify Bluestep’s views and
expectations of suppliers’ sustainability
efforts and compliance with international
guidelines and principles. Our ambition is to
take further steps forward in this area during
2021.

Risk management

We strive for a high level of risk awareness
and sound risk culture throughout the bank.
A sound risk culture is created through
common core values, good measurement
methods, effective risk management and
good judgement on the part of all employees
and managers. Clear and documented
internal procedures and control systems
must be in place, including responsibilities
and authorities. All material risks must be
identified, quantified, analysed and reported.
Incident reporting must be well-functioning
and comprehensive according to a
documented process.

Our employees have a key role to play in
identifying any irregularities that need to be
corrected. Bluestep has a whistleblowing
function that enables employees to
anonymously report unethical or illegal
behaviour committed by the company’s
employees. Instructions about the service
are available to all employees on our intranet.
In 2020, no whistleblowing reports were
received.

In 2020, we incorporated ESG risks into
Bluestep’s risk management framework.
Assessment of ESG risks takes place with risk

owners at least twice a year and exposure
to ESG risks is part of the risk function’s
risk report submitted to the Board and
management.

For more information on Bluestep’s risks
and risk management, see the section ‘Risk
management’ in our annual report.

Sustainability governance

At Bluestep, the Board of Directors is
ultimately responsible for ensuring that the
business conducts active and long-term
efforts to achieve sustainable development.
The Board decides on strategy, goals and
sustainability policy, and it monitors and
evaluates Bluestep’s sustainability work.

The CEO serves as a guide and determines
priorities and strategic choices in our
sustainability efforts in accordance with

the approved business strategy. The CEO
ensures that the bank’s sustainability
efforts are supported by an appropriate
organisational structure and commits to the
resources needed to achieve the goals.

The sustainability manager leads and
coordinates sustainability efforts at Bluestep
and actively uses the strategic sustainability
agenda together with the CEO and the
Board. The sustainability manager represents
Bluestep with regard to sustainability issues
vis-a-vis our majority owner and in other
external contexts.

To integrate and sharpen our focus on
sustainability at the company, Bluestep has a
sustainability forum that meets regularly. This
forum helps the sustainability manager to
coordinate, manage and drive sustainability
efforts at Bluestep. The forum is chaired by
the sustainability manager, who also appoints
the members of the sustainability forum.
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N otes to S2 - Climate report - Scope 3 - Other indirect greenhouse gas
Bluestep uses the Greenhouse Gas Protocol fmlsswnts, for example, fro;n business travel,
(GHG Protocol) standard developed by the ransport, paper consumption

[ g
S u sta I n a b I I I t re o rt World Resources Institute and World Business
Council for Sustainable Development. The GHG Protocol covers seven greenhouse

gases: These are: carbon dioxide (CO2),
methane gas (CH4), nitrous gases (N20),

The GHG Protocol divides emissions into
V! 158! ! hydrofluorocarbons (HFCs), perfluorocarbons

S$1 - Key figures, employees, 2020 three groups, or scopes. These are: (PFCs), nitrogen trifluoride (NF3), sulphur
Total Sweden Norway Finland hexafluoride (SF6)
Total number of employees at year-end? 304 214 76 14 ) fSCOpe 1- Direct g.reenfh?use? gfaS emissions
Number of limited-term employees, % ) N o 0 erririr;stikc])?wsc?rrgr:uzitllzr;i?erso:rswlclj vLcjaehli;IZL;Ch as These gases have different global warming
' potentials. For example, CO2 has potential 1
Number of part-time employees, % 8 o ° / . Scope 2 - Indirect greenhouse gas while CH4 has potential 25. Therefore, total
Average age, years 87 39 33 36 emissions from purchased energy used, gases are converted to CO2 equivalents.
:j:fn°g”fh":;°e('fr“ the company 59 49 10 0 such as electricity and district heating
New hires during the year 61 38 11 12
Employee turnover, % 15 15 12 0 EMISSIONS BY EMISSION SOURCE
Gender distribution IcE:n(;izs:ions, tonnes Total Sweden Norway Finland
Women on the board, % 14 2020 2019 2020 2019 2020 2019 2020 2019
Women in senior management, % 38 Scope 1
Female managers, % 36 48 9 0 Owned/leased 4.49 6.11 4.49 6.11 0.00 0.00 0.00 -
Female employees, % 50 51 49 29 ears
Scope 2
Sick leave and wellness Efncsﬂ';';{ion 42,08 43.19 5.93 713 36.16 36.06 0.00 -
Short-term leave, % 2.0 1.8 2.4 06 Heating 41.33 31.50 10.81 9.56 22.00 21.94 8.52 -
Long-term leave, % 0.8 0.7 14 0.0 District cooling 0.48 0.52 0.48 0.52 0.00 0.00 0.00 -
Total sick leave, % 2.8 25 3.8 0.6 Scope 3
Withdrawals of wellness allowances 84 83 - 100 Water consumption 0.14 0.40 0.07 0.16 0.07 0.24 0.01 -
for all employees, %
yy;;ﬁ)‘inc" road 0.03 0.02 0.02 0.01 0.01 0.00 0.00 -
"Number of employees expressed in number of persons and not converted into full-time equivalents. IT purchases 4470 20.94 17.20 240 8.00 1354 19.50 _
zzg:;r"”d printed 6.28 4.29 5.89 378 0.34 0.50 0.06 -
Business travel 13.36 48.73 7.22 29.09 456 19.64 1.58 -
Hotel nights 4.72 6.62 1.10 3.65 3.47 2.97 0.16 -
Commuting 138.90 248.47 90.40 176.45 40.96 72.02 7.54 -
Other 4.33 3.87 3.77 3.66 0.26 0.22 0.30
Total 300.9 414.7 147.4 247.5 115.8 167.1 37.7 -
Key figures
Per employee 0.99 1.39 0.69 1.10 1.52 2.32 2.69 -
Per MSEK lent 0.02 0.03 0.01 0.03 0.02 0.02 0.77 -
Per square metre 0.09 0.13 0.05 0.09 0.23 0.33 0.19 -

(office space)
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H3 - GRI Index

GENERAL DISCLOSURES (SR = Sustainability Report, AR = Annual Report)

Reporting practice

102-45

102-46

102-47

102-48

102-49
102-50
102-51

102-52

102-53

102-54

102-55

102-56

Entities included in the
consolidated financial
statements

Defining report content
and topic boundaries

List of material topics

Restatements of
information

Changes in reporting
Reporting period

Date of most recent
report

Reporting cycle
Contact point for

questions regarding
the report

Claims of reporting in
accordance with the
GRI Standards

GRI content index

External assurance

AR 14

SR
116,117

SR
116,117

SR 126-
129

No material changes

No material changes

1 January - 31 December 2020
2020-04-22

Updated annually as at 31
December

Bjoérn Lander, CEO

Produced with inspiration from
GRI Standards

GRI Standard Description Page Comment UNG? SDG
reference principle
Organisational profile
102-1 Name of the Bluestep Bank AB (publ)
organisation
102-2 Activities, brands, ) AR 10,11
products, and services
102-3 Location of Stockholm, Sweden
headquarters
102-4 Location of operations Sweden, Norway and Finland
102-5 Ownership and legal AR 18,19
form
102-6 Mortgages in Sweden, Norway
Markets served and FII"I|Qr:Id, and savings
accounts in Sweden and
Norway
102-7 Scale .of the AR 14-19
organisation
102-8 Information on
employees and other SR 124 8
workers
102-9 Supply chain SR 123 4.5
102-10 SIgI"IIf‘ICQI"I.t ch.anges to In 2020, Bluestep opened a
the organisation and A
. . branch in Finland.
its supply chain
102-11 Precautionary principle SR 114,
or approach 115
102-12 External initiatives Mentor Sweden
102-13 Membership of Global Compact, Swedish Association for Sustainable
associations Business (NMC)
Strategy
102-14 Stat.e.ment from senior AR 7-9
decision-maker
Ethics and integrity
102-16 Values, principles,
standards, and norms SR 117 10
of behaviour
Governance
102-18 Governance structure SR 123,
AR 105
Stakeholder engagement
102-40 List of stakeholder SR
groups 116,117
102-41 Collective bargaining 8% of employees have a 3
agreements collective agreement
102-42 Identifying and SR 3
selecting stakeholders 116,117
102-43 Approach to
stakeholder SR
116,117
engagement
102-44 Key topics and SR
concerns raised 116,117

Bluestep | Annual Report 2020

Bluestep | Annual Report 2020

127




TOPIC-SPECIFIC DISCLOSURES (SR = Sustainability Report, AR = Annual Report)

404: Training and education

103-1,2,3

404-3

Sustainability SR 123
governance

"Percentage of SR 118
employees receiving

regular

performance and

career development

reviews"

405: Diversity and equal opportunity

Attractive
workplace

103-1,2,3

405-1

406: Non-discrimination

Sustainability SR 123
governance

Diversity of governance SR 124
bodies and employees

Attractive
workplace

103-1,2,3

406-1

Sustainability SR 123
governance

Incidents of
discrimination and
corrective actions
taken

No material
incidents
were reported
during the
year

Attractive
workplace

413: Local communities

103-1,2,3

413-1

Sustainability SR 123
governance

Community SR 119
engagement

417: Marketing and labelling

Inclusive
banking

103-1,2,3

417-2

417-3

Sustainability SR 123
governance

Incidents of non-
compliance concerning
product and service
information and
labelling

Incidents of non-com-
pliance concerning
marketing communi-
cations

No material
incidents
were reported
during the
year

1incident
was reported
during the
year

Business ethics
and governance

GRI Standard Description Page Comment UNGC SDG Connection
reference principle to materiality
analysis
ECONOMIC PERFORMANCE
201: Economic performance
103-1,2,3 Management approach SR 123 Inclusive and
. . climate-
201-1 Direct economic AR 14-19 8,10 neutral banking
value generated and
distributed
201-2 Economic impacts SR 122,124 13
and other risks and
opportunities due to
climate change
205: Anti-corruption
103-1,2,3 Sustainability SR 123 Business ethics
governance and governance
205-2 Communication and SR 121 10
training about anti-
corruption policies and
procedures
205-3 Confirmed incidents of No corruption 10
corruption and actions incidents
taken were reported
during the
year
ENVIRONMENT
305: Emissions
103-1,2,3 Sustainability SR 123 Climate-
governance neutral banking
305-1 Direct (Scope 1) GHG SR 120,125 7.8 13
emissions
305-2 Energy indirect (Scope SR 120,125 7.8 13
2) GHG emissions
305-3 Other indirect (Scope SR 120,125 7.8 13
3) GHG emissions
SOCIAL
403: Occupational health and safety
103-1,2,3 Sustainability SR 123 Attractive
governance workplace
403-4 "Health and safety SR 118 3 8
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topics covered in
formal agreements
with trade unions”
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