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Major Rating Factors
Strengths:

Weaknesses:

• Retail banking market leader in Sweden, with a large
customer base and wide digital offering.
• Advanced digital agenda reflected in strong cost
efficiency.
• Strong earnings capacity and risk-adjusted capital
(RAC) levels, reflecting the low risk profile of
domestic operations.

• Remediation of legacy anti-money laundering (AML)
deficiencies and weaknesses in governance and risk
culture.
• More concentrated exposure to its domestic market
and residential segment than peers.
• Greater reliance on wholesale funding than
international peers.
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Outlook: Stable

The stable outlook on Swedbank reflects our view that the bank will be able to deal with a short-term economic
shock and maintain resilient earnings and solid capital, with the RAC ratio remaining around 12%-13% in the next
18-24 months while the economic environment gradually recovers.
We also anticipate that Swedbank will continue to build considerable additional loss absorbing capacity (ALAC)
buffers in the coming years as it fulfils its minimum requirements for own funds and eligible liabilities (MREL)
requirements, likely by replacing a large share of senior unsecured debt with senior subordinated debt instruments
through the revised 2024 deadline. As such, we believe that Swedbank's ALAC buffer will durably exceed 5% of our
risk-weighted assets (RWAs) metric by 2021, which allows us to incorporate one notch of uplift for ALAC support
into our long-term rating on Swedbank.

Downside scenario
We could lower our rating if the worsening economic scenario meaningfully hampers the bank's capitalization, with
the projected RAC ratio trending below 10%, or if the issuance of ALAC-eligible instruments proves difficult,
totalling less than 5% of RWAs. Although unlikely at this stage, we could also downgrade the bank if the
investigations still pending in Europe and in the U.S. were to harm its financial strength beyond our current
expectations.

Upside scenario
Although unlikely over the next 18-24 months, we could consider raising our rating on the bank if it were to
successfully remediate its AML deficiencies and demonstrate a much improved risk-management culture and
governance to superior standards able to withstand a higher rating.

Rationale
Swedbank's long-term 'A+' rating is underpinned by the stable and low-risk operating environment in Sweden where
Swedbank mainly operates, as well as the bank's solid balance sheet and leading market position in its home country
and the Baltics. It also reflects the bank's strong capitalization with a RAC ratio of 12.6% as of June 30, 2020, and we
expect it to improve slowly toward 13% through 2022 on the back of sustained capital generation, and despite
mounting pressure on its revenues and asset quality as a result of the COVID-19 pandemic and subdued oil prices. The
bank's robust underlying profitability provides resilience and financial flexibility (13.5% return on equity [ROE] in the
second quarter of 2020) and supports our current capital assessment, as does a more prudent dividend payout policy
reduced to 50% from 75%.
However, our assessment also factors historical AML deficiencies and regulatory misconduct in the bank's Baltic
operations between 2007 and 2019.
Swedbank's funding and liquidity profile is neutral to the rating because its higher-than-international-peers' wholesale
funding share is counterbalanced by its proven access to the capital market and solid reputation.
We factor into our rating approximately Swedish krona (SEK)80 billion (about €7.7 billion) of subordinated debt
instruments by 2024 to meet the minimum requirement for own funds and eligible liabilities and, in turn, support the

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT
THIS WAS PREPARED EXCLUSIVELY FOR USER LINE DOVÄRN.
NOT FOR REDISTRIBUTION UNLESS OTHERWISE PERMITTED.

OCTOBER 15, 2020 3

Swedbank AB

rating through the ALAC buffer.

Anchor:'a-', reflecting the bank's focus on Sweden and its Baltic core markets
We use our Banking Industry Country Risk Assessment's economic risk and industry risk scores to determine a bank's
anchor, the starting point in assigning an issuer credit rating. The anchor for a commercial bank operating mainly in
Sweden is 'a-', based on an economic risk score of '2' and an industry risk score of '3'. The operations outside Sweden
(about 15% of loans as of Dec. 31, 2019) are in a number of countries, namely Estonia, Lithuania, Latvia, Norway, and
Finland.
Our assessment of low economic risk in Sweden balances the anticipated recession in the wake of the COVID-19
pandemic and elevated private-sector debt (vis-à-vis international peers) with our view of the Swedish economy as
highly diverse and competitive, with demonstrated monetary and fiscal flexibility, and a historical focus on prudent
management of public finances. We currently forecast Swedish GDP to contract by 5.8% in 2020, before bouncing
back to 4.0% growth in 2021.
We expect the recession to negatively affect household consumption, investments, and exports leading to increased
unemployment in 2020. We expect the domestic small and midsize enterprises (SMEs) sector will face challenges,
given the country's small and open economy. That said, the wide-ranging fiscal, monetary, and regulatory support
measures will, in our view, partially mitigate this sharp shock to the Swedish economy, and so support the stability of
the Swedish banking system. Although we do not rule out a moderate price correction in the residential housing
markets and commercial property in real terms, we believe the impact on banks to be manageable, given the cushion
from household wealth and widespread social welfare schemes. In the corporate sector, we believe overall balance
sheet strength among corporates will also mitigate the risks to the Swedish banking system.
Our assessment of industry risks for Swedish banks incorporates our view of a proactive banking regulation, a stable
competitive environment with strong profitability, and robust capitalization of the banking sector. While we expect
declines in profitability and capital ratios as a result of the economic stresses this year, we note the Swedish banking
sector is operating from a position of strength in terms of profitability, asset quality, and capital levels vis-à-vis the
European average. High levels of digitalization help Swedish banks operate at higher cost-efficiency compared with
European peers. Banks in Sweden have long been at the leading edge of digital transformation including offering
mobile payment, investment solutions, and, more recently, mortgages. Customer interactions are today mainly digital
and we expect COVID-19 to accelerate this trend.
Sweden's banks continue to rely on foreign wholesale funding to a large extent relative to customer deposits, which
remains in our view a key risk factor. That said, Sweden's deep debt capital markets and the government's willingness
to ensure liquidity and a well-functioning domestic covered bond market mitigate this risk, in our view.
Our assessment for both economic and industry risk trends for the Swedish banking sector remains stable.
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Table 1

Swedbank AB--Key Figures
--Year ended Dec. 31-(Mil. SEK)

2020*

2019

2018

2017

2016

Adjusted assets

2,523,778.0 2,165,471.0 2,051,106.0 2,015,987.0 1,979,810.0

Customer loans (gross)

1,634,019.0 1,612,304.0 1,583,524.0 1,505,536.0 1,462,142.0

Adjusted common equity

108,746.0

104,643.2

98,681.2

97,462.0

95,216.0

Operating revenues

22,308.0

45,894.0

43,534.0

42,438.0

41,178.0

Noninterest expenses

10,213.0

19,562.0

16,514.0

16,436.0

16,163.0

5,838.7

20,164.7

21,264.2

19,539.0

19,520.0

Core earnings

*Data as of June 30. SEK--Swedish krona.

Business position: Sweden's incumbent retail and SME lender, with a strong, stable profitability
We expect Swedbank to preserve its stable retail franchise, resilient revenues, and high underlying efficiency through
2022 and despite the economic turbulences caused by the COVID-19 pandemic. The bank's relatively narrow
geographic focus, compared with large domestic and international peers, partly offsets these strengths.
Swedbank has a market-leading position among Swedish households and SMEs, and it dominates the Baltic banking
sector. We estimate that the bank's domestic market shares for mortgage lending (24%) and SME lending (24%) were
the highest in Sweden at mid-year 2020. The bank also maintains sizable shares of Swedish corporate lending (17%)
and corporate deposits (15%). In addition, Swedbank considers the three Baltic countries as core markets and holds
private lending and deposit market shares of around 35% in the region (24% for corporate lending) as of June 2020.
The bank is also a market leader in mutual funds and payment processing, generating a stable stream of low risk
commission income in its core markets.
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Chart 1

Swedbank's revenue diversification is slightly lower than that of larger European and Nordic peers, and most of the
bank's operating revenue comes from its Swedish corporate and retail clients (about 80% of the 2019 total). However,
this large and stable retail-focused earnings base is providing resilience in the current environment, with total revenues
down only 2% in the first half of 2020 against a year earlier, supported by strong growth in net interest income, and
despite a close to 50% reduction on net gain and losses on financial items (the first-half value accounting for about 5%
of the period total income).
We believe Swedbank is advanced in its adoption of a digitalization strategy, which helps to bolster its overall
profitability. The bank is investing substantially to develop a fully digitalized product offering and full vertical
integration of information technology systems.
The Swedish and Estonian Financial Supervision and Resolution Authorities have completed a parallel investigation
that found serious AML deficiencies and regulatory misconduct at Swedbank between 2015 and the first quarter of
2019, while a law firm appointed by the bank concluded that its management failed to establish a clear and effective
AML risk framework in 2007-2019. The bank is investing heavily to improve its AML framework but also more
generally its governance framework and corporate culture. In 2019 and 2020, Swedbank replaced its CEO and CRO,
changed several senior managers, and reshuffled the bank's board of directors. Although the recent money-laundering
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case has tested Swedbank's market reputation among clients and society, the depth of its historical retail franchise is so
far limiting the impact on clients' loyalty.
Table 2

Swedbank AB--Business Position
--Year ended Dec. 31-(%)

2020*

2019

2018

2017

2016

Loan market share in country of domicile

N/A

22.0

23.0

23.0

23.0

Deposit market share in country of domicile

N/A

19.0

20.0

20.0

21.0

Total revenues from business line (currency in millions) 22,308.0 45,960.0 44,222.0 42,438.0 41,635.0
Commercial banking/total revenues from business line

17.6

18.5

19.3

18.5

18.8

Retail banking/total revenues from business line

58.2

57.4

57.8

59.2

56.3

Other revenues/total revenues from business line

3.8

4.4

4.1

4.7

8.6

Return on average common equity

4.5

14.3

15.6

14.7

15.5

*Data as of June 30. N/A--Not applicable.

Capital and earnings: Resilient capitalization despite earnings pressure from COVID-19
Our assessment of Swedbank's capital and earnings is based on our projection that the RAC ratio will remain
substantially above 10% over the next 18-24 months. The ratio stood at 12.6% at the end of June 2020, and we expect
that it will remain broadly stable at 12.0%-13.0% in the next 24 months.
Chart 2

Swedbank enters the crisis linked to the COVID-19 pandemic with strong fundamentals. The bank reported a ROE of
14% as of Dec. 31, 2019, the highest level among Europe's 50 largest banks (see chart 3), against an average of 15% in
2015-2018. While Swedbank's earning will be pressured as a result of COVID-19 and its sizable investments in AML,
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we expect it to remain an outperformer in terms of efficiency, with cost-to-income around or below 40% through 2022.
Chart 3

Our forecast assumptions for 2020-2021 include, among other factors:
• Revenues around 7% or lower in 2020, followed by a rebound in 2021;
• Pre-provision operating income of SEK23 billion-SEK25 billion, from SEK26 billion in 2019;
• Increased but still moderate credit losses at 28 basis points (bps) in 2020, close to S&P Global Ratings' estimate of
normalized losses on Swedbank over the cycle, followed by 13bps in 2021;
• Growth of S&P Global Ratings' risk-weighted assets of about 5% in 2020, driven by sustained household and
corporate real estate credit demand, followed by 4% in 2021;
• A SEK4 billion fine to be paid to the Swedish Financial Service Authority(FSA) in 2020; and
• A 30% profit distribution in 2020, followed by a return to the bank's revised target of 50% from 2021.
We factor in that negative value adjustments will maintain the bank's net financial income lower than in 2019, and
foresee increased pressure on net fee and commission income, such as from lower card activity levels in the wake of
the COVID-19 pandemic or lower non-performance-related fee income from custody and mutual funds as a result of
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the equity market contractions registered in the first half of 2020.
That said, we expect the bank to maintain its high cost discipline despite sizeable investment plans for both AML and
compliance improvements, and that non-interest expenses will grow annually by 2% on average through 2022.
We expect that the RAC ratio will be further supported by Swedbank's commitment to maintaining a buffer above the
Swedish regulatory capital requirement of around 100bps-300bps of common equity tier 1 (CET1) capital. The bank's
CET1 ratio stood at 16.4% on June 30, 2020, against a requirement of 13.0%, factoring a reduction of the Swedish
countercyclical buffer to 0% from 2.5% in March 2020.
Table 3

Swedbank AB--Capital And Earnings
--Year ended Dec. 31-(%)

2020*

2019

2018

2017

2016

Tier 1 capital ratio

17.8

19.4

18.0

27.3

28.7

S&P Global Ratings’ RAC ratio before diversification

12.6

12.5

12.4

12.6

12.4

S&P Global Ratings’ RAC ratio after diversification

11.9

11.8

11.7

12.0

11.6

Adjusted common equity/total adjusted capital

91.7

91.8

89.8

90.6

89.5

Double leverage

N/A

70.0

70.5

73.5

68.7

Net interest income/operating revenues

60.8

56.6

58.0

58.0

57.5

Fee income/operating revenues

27.6

28.3

29.5

28.3

27.5

4.8

7.9

4.9

4.6

4.3

Market-sensitive income/operating revenues
Cost to income ratio

45.8

42.6

37.9

38.7

39.3

Preprovision operating income/average assets

0.9

1.1

1.2

1.2

1.2

Core earnings/average managed assets

0.5

0.9

1.0

0.9

0.9

*Data as of June 30. N/A--Not applicable.

Table 4

Swedbank AB--Risk-Adjusted Capital Framework Data

(000' SEK)

EAD*

Basel III RWA§

Average Basel
III RW (%)

S&P Global
Ratings RWA

Average S&P
Global Ratings
RW (%)

Credit risk
Government and central banks

553,657,256

7,499,369.0

1.4

1,706,532.5

0.3

Institutions and CCPs

103,223,655

13,198,808.4

12.8

13,403,348.8

13.0

Corporate

551,142,698

178,413,967.3

32.4

400,600,734.8

72.7

Retail

1,235,500,758

284,502,220.8

23.0

361,501,685.3

29.3

Of which mortgage

1,121,816,628

243,547,081.0

21.7

277,882,065.1

24.8

Securitization†
Other assets‡
Total credit risk
Credit valuation adjustment

0

0.0

0.0

0.0

0.0

35,139,285

19,960,746.6

56.8

28,546,703.1

81.2

2,478,663,652

503,575,112.1

20.3

805,759,004.6

32.5

--

5,016,737.5

--

0

--

2,469,295.9

6,173,239.8

250.0

18,282,730.0

740.4

--

19,507,316.5

--

33,174,728.5

--

Market risk
Equity in the banking book
Trading book market risk
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Table 4

Swedbank AB--Risk-Adjusted Capital Framework Data (cont.)
Total market risk

--

25,680,556.3

--

51,457,458.5

--

--

71,454,368.8

--

84,156,835.4

--

S&P Global
Ratings RWA

% of S&P Global
Ratings RWA

Operational risk
Total operational risk

(000' SEK)

Basel III RWA

Diversification adjustments
RWA before diversification

--

605,726,774.6

--

941,373,298.5

100.0

Total Diversification/concentration
Adjustments

--

--

--

55,016,367.1

5.8

RWA after diversification

--

605,726,774.6

--

996,389,665.5

105.8

Tier 1 capital

Tier 1 ratio
(%)

Total adjusted
capital

S&P Global
Ratings RAC
ratio (%)

Capital ratio before adjustments

122,979,000

20.3

118,532,567

12.6

Capital ratio after adjustments**

122,979,000

20.3

118,532,567

11.9

(000' SEK)
Capital ratio

*Exposure at default. §Securitization Exposure includes the securitization tranches deducted from capital in the regulatory framework. †Exposure
and S&P Global Ratings’ risk-weighted assets for equity in the banking book include minority equity holdings in financial institutions.
‡Adjustments to Tier 1 ratio are additional regulatory requirements (e.g. transitional floor or Pillar 2 add-ons). RWA--Risk-weighted assets.
RW--Risk weight. RAC--Risk-adjusted capital.SEK -- Sweden Krona. Sources: Company data as of 'Jun. 30 2020', S&P Global Ratings.

Risk position: A relative weakness due to historical failures in risk management, but comparably
robust asset quality
We expect Swedbank's risk position to remain a relative rating weakness. In particular, this takes into account the
bank's historical failures in risk management, and is compounded by our view that it is too early to gauge the
effectiveness of its ongoing actions to address the identified shortcomings in governance and financial crime
prevention (for more information, please read "Swedbank AB Downgraded To 'A+/A-1' On Regulators Finding
Anti-Money-Laundering Deficiencies; Outlook Stable", March 26, 2020).
Swedbank will not avoid pressure on its asset quality in the current environment, in our view, and the economic
impact could be worse than we anticipate depending on the depth and length of the COVID-19-induced downturn.
Still, under our base-case scenario, we expect that, like its Swedish peers, Swedbank's asset quality stress will be less
acute than in many other European markets and that the bank is well-placed to absorb a stress scenario.
The bank posted about SEK3.4 billion (26bps Of loans) of credit loss provisions in the first half of 2020, in the lower
range of our peer group (see chart 5). We expect them to cover close to 70% of the year's total provisioning needs, and
that 2020 credit losses will reach about SEK4.6 billion, or 28bps of average loan (from 9bps in 2019). This is in line with
our expectations for the overall Swedish banking market. We expect that provisioning needs will recede in 2021, and
that credit loss provisions will land in the 10bps-15bps range.
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Chart 4

About a third of Swedbank's provisions in the first half of the year have been driven by macro-driven Expected Credit
Loss (ECL) model adjustments. As of June 30, 2020, the bank's non-performing loans remain stable at about 84bps of
loans, in line with year-end 2019. Furthermore, Swedbank's level of loss reserves (68% of total nonperforming assets as
of June 30, 2020) continues to compare favorably with Nordic and European peers in more-benign economic risk
categories.
Swedbank's domestic portfolio covers a broader geographic spectrum of Swedish retail and small business customers
than its domestic peers. This provides diversification and resilience in the current environment, on top of a high level
of collateralization (90% of total loans). The sectors most affected by COVID-19--namely manufacturing, shipping and
offshore, retail, transportation, hotels, and restaurants--represent about 7% of the bank's loan portfolio. We expect
Swedbank's exposure to the shipping and offshore sector to remain one of the most troubled portfolio's within its
corporate loan book. It had SEK21 billion of net loans at as of June 2020, representing about 1% of its total corporate
loans. Of these, 19% were impaired (that is, classified as Stage 3 loans under International Financial Reporting
Standard 9).
Table 5

Swedbank AB--Risk Position
--Year ended Dec. 31-(%)
Growth in customer loans

2020* 2019 2018 2017 2016
2.7

1.8

5.2

3.0

6.4

Total diversification adjustment/S&P Global Ratings’ RWA before diversification

N/A

5.8

5.7

5.3

6.6

Total managed assets/adjusted common equity (x)

25.4

23.0

22.8

22.7

22.6
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Table 5

Swedbank AB--Risk Position (cont.)
--Year ended Dec. 31-(%)

2020* 2019 2018 2017 2016

New loan loss provisions/average customer loans

0.4

0.1

0.0

0.1

0.1

Net charge-offs/average customer loans

0.0

0.1

0.0

0.0

0.1

Gross nonperforming assets/customer loans + other real estate owned

0.8

0.8

0.7

0.6

0.6

68.2

49.1

53.6

44.3

45.3

Loan loss reserves/gross nonperforming assets
*Data as of June 30. N/A--Not applicable.

Funding and liquidity: Wholesale funding reliance, mitigated by resilience of Swedish covered bond
market
We consider Swedbank's funding and liquidity to be neutral for the rating. We regard Swedbank as comparable with its
largest domestic peers in terms of balancing its short- and long-term assets and liabilities. It had a regulatory net stable
funding ratio of 112% and a stable funding ratio of 99% as of Dec. 31, 2019.
The dependence of Swedbank and its domestic peers on wholesale funding stems from structural factors in the
mortgage market and large pension funds needing to invest. Because of the covered bond market's importance for
financial stability, we anticipate that the Swedish government would be willing and able to provide ongoing liquidity
support to banks and support the functioning of the covered bond market if a new funding crisis were to emerge.
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Chart 5

In our view, Swedbank has a higher share of covered bonds as a proportion of wholesale funding due in part to the
greater share of eligible residential mortgages in its loan book and its preference for low-cost funding at somewhat
longer maturities. As a result, the bank has a relatively high degree of asset encumbrance (29% of total assets), even
compared with its larger domestic and Nordic peers.
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Chart 6

Swedbank manages liquidity internally using a cash flow survival horizon, and it closely monitors the sensitivity of its
covered pool to Swedish housing price declines. The bank's one-year liquidity ratio (the coverage of short-term
wholesale funding by broad liquid assets) was 1.06x at the fourth quarter of 2019, against an average of 1.13x in the
past three years. We anticipate Swedbank will maintain coverage above 1x, supported by regulatory requirements.
However, the Swedish FSA has in March 2020, as part of its policy response to COVID-19, temporarily allowed banks
to fall below their liquidity coverage ratio (LCR) requirements for individual currencies and total currencies (100% of
USD and EUR currencies, and 75% for other significant currencies, including SEK). As of June 2020, Swedbank
reported a regulatory liquidity coverage ratio of 164%, from 180% at year-end 2019, and we expect the bank to
continue steering its liquidity to maintain its LCR in excess of 100%.
We also believe that the bank would survive for more than six months with no market access in stressed conditions,
which supports our view that Swedbank's liquidity position is adequate.
Table 6

Swedbank AB--Funding And Liquidity
--Year ended Dec. 31-(%)
Core deposits/funding base
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2020*

2019

2018

2017

2016

49.5

48.9

49.9

47.4

45.5
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Table 6

Swedbank AB--Funding And Liquidity (cont.)
--Year ended Dec. 31-(%)
Customer loans (net)/customer deposits
Long-term funding ratio
Stable funding ratio
Short-term wholesale funding/funding base

2020*

2019

2018

2017

2016

146.7

168.3

171.4

177.3

186.5

80.3

80.5

85.6

82.3

80.7

105.9

96.8

99.4

98.1

95.8

20.9

20.8

15.4

18.9

20.7

Broad liquid assets/short-term wholesale funding (x)

1.5

1.0

1.1

1.1

1.0

Net broad liquid assets/short-term customer deposits

19.6

0.2

4.4

3.3

(0.8)

Short-term wholesale funding/total wholesale funding

41.1

40.3

30.4

35.6

37.6

1.7

2.1

1.6

1.7

1.7

Narrow liquid assets/3-month wholesale funding (x)
*Data as of June 30.

Support: One notch of rating uplift for additional loss-absorbing capacity
We include one notch of support above Swedbank's 'a' stand-alone credit profile (SACP) because we expect the bank
to continue building up its meaningful ALAC buffer over the next two to four years, thereby protecting its senior
bondholders. With the implementation of the EU's Banking Recovery and Resolution Directive (BRRD) in Sweden in
2016 and the formal decision on MREL by the Swedish Debt Office (SNDO) at the end of 2017, we view government
support as uncertain and consider that the country now has an effective resolution regime.
As of December 2019, Swedbank's MREL requirements amounted to 22.7% of the bank's risk exposure amount (REA),
or 6.8% of Total Liabilities and Own Funds (TLOF). The recapitalization amount, to be met with subordinated
liabilities by the amended 2024 deadline, was estimated at SEK78 billion. At the end of June 2020, the bank had about
SEK10.8 billion of senior non-preferred liabilities in issue. As such, we expect Swedbank to continue ramping up its
buffer of loss-absorbing capacity, comfortably above the level of the 5.6% of risk weighted assets it registered at
year-end 2019 and our 5% threshold for ALAC uplift.

Related ratings: Swedbank Mortgage
We rate Swedbank's covered bond issuing subsidiary, Swedbank Mortgage AB (A+/Stable/A-1), in line with the rating
on the parent, given its core status and vital role in the bank's overall funding strategy, in particular in relation to
Swedish household mortgages.

Resolution counterparty rating
The 'AA-/A-1+' resolution counterparty ratings (RCR) reflect our RCR jurisdiction assessment on Sweden, and our
review of its relevance for Swedbank. An RCR is a forward-looking opinion of the relative default risk of certain senior
liabilities that may be protected from default through an effective bail-in resolution process for the issuing financial
institution.

Ratings on hybrid instruments
We rate Swedbank's senior nonpreferred notes, which contractually rank below its senior unsecured debt, at 'A-', one
notch below the bank's SACP, reflecting the subordination risk. In addition, we believe that the senior nonpreferred
notes would be subject to a possible conversion or write-down only in resolution, and would be excluded from any
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burden-sharing under EU state-aid rules. Therefore, we have not applied further notching from the SACP because we
believe that senior nonpreferred notes do not carry any additional default risk relative to that represented by the SACP
assessment.
We rate the nondeferrable subordinated debt instruments of Swedbank at 'BBB+', two notches below the bank's SACP.
The rating reflects our view of the debt's contractual subordination as a tier 2 instrument and that BRRD is equivalent
to a contractual write-down clause.
We rate Swedbank's additional tier 1 capital instruments with a going-concern trigger at 'BBB-', four notches lower
than the SACP, reflecting our deduction of:
• One notch for contractual subordination;
• Two notches for the instruments' status as tier 1 regulatory capital; and
• One notch because the instruments allow for the full or partial temporary write-down of the principal amount.
We do not apply additional notching because we assume that the group's regulatory CET1 capital ratio will remain
above 15% over the next 24 months. A CET1 ratio of greater than 15% provides a substantial buffer of more than
700bps over the 8% CET1 trigger level (which we view as a going-concern trigger), below which the instruments
would mandatorily be written down. As of June 2020, the relevant CET1 ratio for the group was 16.4%. The
instruments would also be written down if the parent company's solo CET1 ratio, which was 24.5% as of June 2020,
falls below 5.125%.
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Environmental, Social, and Governance
Governance factors are currently weighing more negatively on Swedbank's credit quality than for Swedish peers.
Social and environmental credit factors are in line with those of its industry peers.
When analyzing the bank's risk profile, we account for historical failures in its governance, risk management, and
controls that were highlighted by Swedish and Estonian FSA in the bank's AML framework. The bank has taken several
steps to address the deficiencies identified, but we think it will take time to improve risk management culture across
the group, implement a complete overhaul of the practices, strengthen the organizational structure, and then
demonstrate the effectiveness of these measures.
Social factors are essential for Swedbank, as one of the largest lenders in Sweden and the largest banking group in the
Baltic countries, but also due to its saving bank heritage. The bank's market reputation among clients, and society, is
being tested by the recent money laundering allegations, but we believe the depth of its historical retail franchise will
allow it to minimize the impact on clients' loyalty. The bank has not experienced any large-scale retail misselling case.
Environmental factors are neutral to our ratings on the bank. Like many other commercial banks, Swedbank needs to
focus on transition risks emanating from its loan portfolio. Its bias toward retail lending limits these transition risks to
some extent, but considering the large exposure to real estate mortgages, extreme events, and the market's preference
for energy-efficient housing could cause declining asset values, thus hurting credit quality. In addition, the bank is
exposed to some sectors such as shipping or transportation, which are sensitive to environmental risks and vulnerable
to evolving norms and legislations. In 2020, the bank is launching a new analysis tool to better its sustainability
assessment for large corporate lending customers.
After endorsing the UN's Principles for Responsible Banking in 2019, Swedbank is working this year on
implementation, as well as further refining its offering of sustainable financing and investment products. The bank will
build further on the launch of sustainability-linked loans in 2019, or its position as a growing arranger of green, social,
and sustainable bonds (the bank arranged about SEK25 billion of green transactions in 2019, 14% of total arranged
volumes). The bank also continues to integrate sustainability aspects in its asset-management and investing activities,
and started in 2019 to report its funds carbon footprint, with the aim to gradually reduce their intensity.

Related Criteria
• General Criteria: Hybrid Capital: Methodology And Assumptions, July 1, 2019
• General Criteria: Group Rating Methodology, July 1, 2019
• Criteria | Financial Institutions | General: Methodology For Assigning Financial Institution Resolution Counterparty
Ratings, April 19, 2018
• Criteria | Financial Institutions | General: Risk-Adjusted Capital Framework Methodology, July 20, 2017
• General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017
• Criteria | Financial Institutions | Banks: Bank Rating Methodology And Assumptions: Additional Loss-Absorbing
Capacity, April 27, 2015
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• Criteria | Financial Institutions | Banks: Quantitative Metrics For Rating Banks Globally: Methodology And
Assumptions, July 17, 2013
• Criteria | Financial Institutions | Banks: Banking Industry Country Risk Assessment Methodology And
Assumptions, Nov. 9, 2011
• Criteria | Financial Institutions | Banks: Banks: Rating Methodology And Assumptions, Nov. 9, 2011
• General Criteria: Use Of CreditWatch And Outlooks, Sept. 14, 2009

Related Research
• Banking Industry Country Risk Assessment: Sweden, Sept. 14, 2020
• Nordic Banks' Strong Capital Deflects COVID-19 Impact, Sept. 8, 2020
• EMEA Financial Institutions Monitor 3Q2020: Low profitability Lingers On, July 24, 2020
• Swedbank AB Downgraded To 'A+/A-1' On Regulators Finding Anti-Money-Laundering Deficiencies; Outlook
Stable, March 27, 2020
• COVID-19: Resilient Fundamentals And Assertive Policy Measures Will Buoy Nordic Banking Systems, June 16,
2020
• How COVID-19 Is Affecting Bank Ratings: June 2020 Update, June 11, 2020
• Sweden-Based Bank SEB Affirmed At 'A+/A-1' Despite Allegations Of Money Laundering In Estonia; Outlook
Stable, Dec. 3, 2019
• Tech Disruption In Retail Banking: Swedish Consumers Dig Digital--And Banks Deliver, May 14, 2019
• Europe’s Banks Must Step Up To Crack Down On Financial Crime, April 18, 2019
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Ratings Detail (As Of October 15, 2020)*
Swedbank AB
Issuer Credit Rating

A+/Stable/A-1

Resolution Counterparty Rating

AA-/--/A-1+

Commercial Paper

A-1

Junior Subordinated

BBB-

Senior Subordinated

A-

Senior Unsecured

A+

Short-Term Debt

A-1

Subordinated

BBB+

Issuer Credit Ratings History
26-Mar-2020

A+/Stable/A-1

27-Sep-2019

AA-/Negative/A-1+

01-Apr-2019

AA-/Watch Neg/A-1+

24-Nov-2017

AA-/Stable/A-1+

02-Dec-2015

AA-/Negative/A-1+

Sovereign Rating
Sweden

AAA/Stable/A-1+

Related Entities
Swedbank Mortgage AB
Issuer Credit Rating

A+/Stable/A-1

Resolution Counterparty Rating

AA-/--/A-1+

Senior Secured

AAA/Stable

Short-Term Secured Debt

A-1+

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings’ credit ratings on the global scale are comparable
across countries. S&P Global Ratings’ credit ratings on a national scale are relative to obligors or obligations within that specific country. Issue and
debt ratings could include debt guaranteed by another entity, and rated debt that an entity guarantees.
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